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DATA ANALYSIS

In this chapter researcher has made an attempt to present datsa
anglysis irdicating symptoms of industrisl sickmess foumd in

NGM on digmosis made., For this purpose 5 years'! data have been
made use of. The data analysis presented in the chapter consists
of follewing espects related to different fumctional departments
of Naraesingji Girji Mill having respoensible for present situa-
tion of the mill.

i) Amalysis of capital structure imdicating sickmess.,
ii) Analysis of fixed assets management indicating sickness.

iii) Analysis of working capital menagement indicating

sickness.
iv) Anglysis of production expenses indicating sickuess.
v) Analysis of wege expenses indicating sickmess.

vi) Analysis of Administrative Bxpenses indicating sickness,
vii) Analysis of prefitability indicating sickmess. '

viii) Cest structure.

V. I. Analysis of Capital Structure °*

In the capitalisation of NGM except im the year 1983,
there is no share holders' equity as the seame is wiped
out on accoumt of heavy operating lesses incurred by
the mill., This situstior indicates that at preseat the

mill is rua om berrewed fumds and they are contributed

by Hational Textile Corporat iom. As g result 1t is
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very difficult for mill to go for additional capital
expenditure in future, Urfortunately the borrowed
furds show increasing trend upto 1986 without any
incresse in capital expenditure i.e. imvestment in
the additional fixed assets. Please see table No. 24
which supports the fact.

Table - 24 : Table Showing Yegrwise Capitalisation of NGM.

1983 ~ 1987 (BRs.in lakhs).
Items 1983 1984 1985 1986 1987
Share holders
Equity 138.04 - - - -
Loaxn fumds 639.18 697.87 785.50 833.28 708,73
Total funds 777.22 697.87 T785.50 833.28 7T08.73

Employed

Malysis of Imvestments ix~-Fixed Assets :

Follovwing table No. 25 shows the investment of fumds in
fixed assets and vorking capital of NGM frem 1983 to 1987.
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Table = 25 : Teble Showing yearwise Imvestmeat of
funds of NGM.--

1983 -~ 1987 (Re.in lakhs)

g . S RS ey o - L4

Items/Year 1983 1884 1285 1986 1987

A v g - —-—— ——

Investments in

Pixed asgets (met) 384.58 346.14 317.41 303.21 250.24

Werking capital ' *
{net)  392.64 311.15 165.42 86.17(-)228.42

Laess - 40058 302.67 443-90 686-09'
Tetal irpvestment T77.22 697.87 1785.50 833.28 -

- - — - W S S -

It is clear frem the above table that the lmvestment ia
fixed assets has been declining in the period ceovered
under study. If we consider the fixed aessets like
machinery which is very 0ld and which needs te be replaced
by moderrn machinery with latest techmological developnent
to compet in the market with the products of other mills.
But on account of nomn-availability fumds such modernisa-
tion cannot be undertaken by NGM which is leading to
further sickness of the NGM.

Pattern of Investment :

In the overall iavestment patters maximum weiZhtage
has beemn given to investment of current assets' require-
ient vhich has registered an increasing trewd. This

situation could be em account of following weaknesses
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in the curresnt asset - management @

a) Wasteze of material

b) Imdicipline amongst workers

c) Stoppage of machimres on account of repairs snd
maintenance.‘

d) High operating cest.

Table - 26 : Table showihg Patteran of Iavestments in

Assets 3

(Rs.in lakhs)

T oo

Year Fixed percen~ % to total % to Totgl. Total %

5598 tage to  assets total
total asgets
assets
1983 384.58 36 686.27 64 1070.85 100
1984 346.14 29 837.97 T1 1184. 11 100
1985 317.41 31 698.16 69 1015.57 100
1986 303.2% 31 664.51 69 2%67.72 100
1987 250.24 35 468.37 65 718.61 100
Averaze 32 .40 67.60 100

Above table No. 26 shews that NGM has made en an average

68% of its investment in curreat assets during study
period and its investment im fixed sssets cemes aroumd
32%. Thus investment ila current assets is higher as

compared te investment o NGM in fixed assets.
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: Amalysis of Working Capital :

As this urit is very eld and a sick too, the workimg
capital requirement is mere but the workimg capital
investment tremd registered by the industry is dec-~

lining one.

Following table shows the net working capital positien
of the NGM.

Table No. 27 : Table Showing Net Working Capital of NGM.

Y e.a.r - —e-bbb..die lakb.___
1983 392 .64
1984 31115
1985 165.42
1986 86.17
1987 (=) 288.46

- - - I - PO B T A S T Gup W VT

It is clear from the table that in the year 1987
working capital was negative which is an indication

of utilisation of long term sources as working capital
heavy payables for current expenses and censistent
operating lesses incurrei by NGM which is aa indica-
tion for shortage of working capital which may further
leads te high operating cost and negative operating

results causing further sickmess to the mill.
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Turan Over of Assets :

The imvestment msde in fixed and current assets has
beer examimed with the finamcial raties in followiag

table No. 28 :

Table - 28 : Turnever of Various Assets :

- o

Year Sales Sgles
Tixed assets current Assgets

1983 3464 2.04

1984 4.314 1.78

1985 5.41 2.46

1986 5.3% 2.43

1987 6.49 3.46

D AR W SO S S gl D et N P S > i . -

As regards to utilisatiom of fixed assets and current
assets it can be concluded that the assets are not being
used efficiently as the raties showing assets utilisae~
tion are not high. This situation arises en acceurt of
two thimgs - (1) Poor asset utilisatiom and (2) ineffi-
cient marketiz management. In case of NGM both the
thirgs can be considered es casual factors of present

situation i.e. sickaess.

Debtors Turnm Over :

This fsctor alsc plays very important role in current
assets management. Following table No. 29 shows debtors

turn over of NGM for study period.
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Table « 29 : Table Showing Debtors Turnover
and Average Collection period

ef NGM.
Debtors Average
Tear Sales Debtors Turnover collection
period in days
1983 1399.88 34.10 41 9
1984 1491.65 93.65 16 23
1985 1714.56 99.53 17 21
1986 1615.58 132.86 12 30
1987 1621.67 179.33 9 40

- R Sy W - D S . o >

From the debtors reported in finamcial statement for the
period covered urder study it ceaan be comcluded that not
only the figures showing credit sales of NGM are lower
but the recovery of those credit sales are also not made
in time. This delayed recovery has resulted ia to
blocking of working capital. Further, the delay inm

recovery has registered a consistent increasing trend

indicated by average collectior period of NGH.

Current Assets of NGM. Solapur :

Investment of NG Mills in curresnt Assets for the year
198% was to the extent of Rs.686.27 lakh which wasxas 30#

of the total Assets. For the rest of the pegiod covered

H \.' ‘{K’ ”"}
under study the investment in total assets has decl;:e&
. N

. ’r ““‘-/ 0 /
Crn e
& \!\
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continuously and in the year 1987 it has come dowa %o
Rs.468.37 which was 66.08% of the total assets. But
this high composition of current assets in tetal assets
of NGMills cannot be considered as a favourabdle indi-
cation as major portimm of current assets is in the
form of inventery. Too much inventory helding is mot

a sign of sourd short term financial pesitien.

(Graph showm om page No. 120).
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Current Liabilities of N.G.Mills Solapur :

In respect of current liabilities of W.G.Mills, it
2
caﬂ?e gseen from graph that the curreat ligbilities

show an increasing trend for the period cevered under
study. The perceatage of total current liabilities

to total liabilities has beem increasing. Im the

year 1983, it was 37.78% of the total liabilities which
inoreased to 98.32% of the total liabilities for 1987.

(Graph shown on page No. 122).
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Liquidity Pesition of N.G.Mills, Solapur :

Following table shows liquidity position of N.G.Mills
for the period of study highlighted by current and
Acid Test Ratio's for the period 1983~-1987.

Taeble - 30 : Table Showing Liquidity of N.G.Mills ¢

Year Current Ratie Acid Text Ratie
1983 2,34 : 1 0.24 : 1
1984 1.59 : 1 0.63 : 1
1985 1.31 ¢ 1 0.66 : 1
1986 1.15 ¢ 1 0.54 : 1
1987 0.67 : 1 0.25 : 1

It is clear from the above table that liguidity pesition
ef N.G.Mill is not sourd and year by year it has been
declining indicating inefficient current assets' utili-
sation and shortge of working capital lndicating umsatis-

factory ligquidity pesition.

V. IV. : Analysis of production Expenses :

Table - 31 : Table Showing Production Expenses of NGM.

(Rs. in lakhs)

- L = —

Year.. Potal cost  Productior Bxp. % to total Exp.

1983 1642 .59 1051.41 64
1984 1800,.28 1110.06 67

-
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g

1986 1867.82 1667.49 62

Ir the total expenses of NGM 60% te 67% portion of
the same is occupied by productiom precess alone whiech

highlights the "area for coxntrel™ t¢ minimise cost.

This cest control may help NGM te market their product

at competitive rate. 0ld machinery is one of the
for
factors/such khigh production expenses caused by frequent

break downs, repaires and maintenance etc. which

subsequently result inte operating losses.

V. Ve Apalysis of Wage Expenses :

High wage experse is also a leading factor for mega-
tive operating results of a business enterprise. Wage
expense of NGM s shown in fellowing table No. 32.
Tgble No. 32 : Table Showing Wage Expenses of NGM.
(Rs. in Lakhs).
% te total Exp.

Year Total exp. Viage Exp.
1983 1642.59 491 .31 30
1984 1800.28 542,99 30
1985 1918.69 532 .96 28
1986 1867 .82 551.73 30
1987 1823.29 578,30 32
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Above table showe that wage expemses of NGM is abnor~
mally high which is around 30% of the total expenses
as there is no profits earned such high wage expeuses
accomparied with high production expense, could be a
treat for companies very existence. Such high preper-
tienr of wage expense needs suitable actions to cut
down which indicates that some beld steps need te be

taken regarding sleeming dowmr the labour force of NGH.

Anglysis of Administrative and Interest Expenses @

The administrative expense o NGIM is relatively lower
but shows slight increasing trend without corresponding
increase in the revenue of the company therefore, it
can be also considered as a responsible factor for ths
high cost of szles, and negative eperating results and
further a responsible factor for the sickﬁess of the

NGM.

Table = 33 : Table Showing Administrative & Sales
Expenses of NGH.

(Rs. in lakhs)

#0900 ime S gy

Year Tetal Exp. Admi.& Sales Exp. % te total

Expense.
1983 1642.49 . 48.01 3
1984 T 1800.28 T 75.82 4
1985 1918.69 88.55 5
1986 - 1867.82 85.15 5
1987 1823.29 93.73 5
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Interest Zxpense :

This expenses ig the eutcoeme of borrosrings made by NGM
Though the interest expense constitutes a low propor-

tion in the total expenses of NGM which is betweer 35 to
4 percent of total expemses could be a burdem as there

is no net income to6 absorb such expense (table No.34).

Table No. 34 : Showing Interest Expenses :

YTear Total Exp. Interest Exp. % to total Exp.

-~ ———— e —— - D S o e W - W S S

1983 1642.59 52.% 3
1984 1800.28 T1.41 4
1985 1918.69 67.93 3
1986 1867.82 63.45 3

3

1987 1823.29 63.32

- L d

Profitability Analysis :

Profitability of NGM has bzen negative for the perioed

of study which is an accumulated result of all uafaveur-
able factors leading °~ _ te an industrisl sickness

of MGM. EBExcept in the years 1983 and 1985 NGM has
incurred heavy losses which is showm in the table Noi35

given belew and the graph follovwed.



- 127 -

Table = 35 : Table Showing Operating Results

of NGM.

Year . Net Profit/Less
1983 138.04
1984 (40.58)
1985 %02.67
1986 (443.90)
1987 (686.97)

- - b

(Graph shown on page No. 128).
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Table Fe.36 : N.G.Mills, Solapur, Gress Income Chart :

Year Imcome
1983 1557.74
1984 1520.81
1985 1648.06
1956 1724.49
1987 1588.99

L LT - - - - -

(Graph shown om page No. 130).
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V. VIII.

Sales of NGM.
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Statement Showing Internal Sales & Expert Sales :

Table No. 37 : (Rs. im lakhs).
Tear Sales im  Expert Total Sale % eof Expert
Indiz Sale 6 total
sales.
1983 1399.89 - 13992.89 -
1984 1574.32 41.26 1615.58 2.55
1985 1635.34 29.21 1714.55 1.70
1986 1442.03 49.62 1491.65 3433
1987 1510.70 110.97 1621.67 6.84

o w—— -

Above table shows that NGM has an export opportunity

which will contribute valuable foreigm exchange to

national treasury.

Percentage of such export sales te

total sales hes been increesing during the peried

covered urder study.

Cost Structure of NGM. :

From the cest structure eof NGHM it can be inferred that

in the total cest structure of NGM major portion is

gccuplied by preductiom expense follewed by wage expence.

‘Administrative and selling expenses stand at third

pesition followed by interest expense.

The analysis
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of expenses shows that there ies constant increase in
productiorn expense without corresponding increase in
sales - revenue. R Labour expense is also constant
irrespective of. low-profitability which is not am indi-
cation of good performance. This situatiom demands
concerted efferts from menagement for improving the

situation to minimise the cost of eperatioas.

Table - 38 : Table Showing Cost Structure of NEMills.

o Sy~ an

Expenses 1983 1984 1885 19846 1387

Production
expenses 1051.41 1110.06 1229.25 1667.49 1087.94

Staff exp.
(1labour) 491.31 542.99 532.26 551.73 578.%0

Admi.& Sell

XD« 48&01 ?5082 88.55 85015 93073

Interest

XD, 52.36 T1.41 67.93 63.45 63.32

Total 1642 .59 1800.28 ‘1918.69 186T7.82 1823.29

1

g WP e e - . -~ -

V. IX. Conclusion :

In the conclusior we can say that capital structure of

NGM is not proper according to norms of professiona}
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management, liquidity position is not sound indicsting
inefficient current assets' management, a¢ control en
produotion and wage expenses, megative profitability
which may leads to‘§urgzgghéickness of NGM in future.
This situation demands nothing but concerted attempts
to formulate a sitable "Revival Strategy" which is
presented -by the researcher im the mext chapter te

discharge the organisation from intensive care unit

(ICU).
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