
A STUDY OF INDUSTRIAL CO-OPERATIVES IN KERALA
WITH

SPECIAL REFERENCE TO MODERN SMALL SCALE SECTOR

THESIS SUBMITTED FOR THE DEGREE OF

DOCTOR OF PHILOSOPHY IN ECONOMICS

COCHIN UNIVERSITY OF SCIENCE & TECHNOLOGY

VELAY UDHAN K. V.

SUPERVISING GUIDE

DR. N. CHANDRASEKI-IARAN PILLAI
PROFESSOR. SCHOOL OF MANAGEMENT STUDIES

DEPARTMENT OF APPLIED ECONOMICS
COCHIN UNIVERSITY OF SCIENCE & TECHNOLOGY

KOCHI-682 022

1992



CERTIFICATE

This is to certify that the thesis “A Study of
Industrial Co-operatives in Kerala with Special Reference to
Modern Small Scale Sector" is a bona fide record of
research work done by Shri.Velayudhan.K.V. under my
Supervision and Guidance. The thesis is worth submitting for
the award of the degree of Doctor of Philosophy in Economics
under the faculty of Social Sciences.

k/p{Y  ‘/I - ' --4--"' "3
Dr.N.cuANfiRAsEKfiX§KN.r1LLA1

Cochin ~32 Professor, School of Management Studies,
30th December, 1992. Cochin Unlversity of Science& Technology.



Cochin--682 03.13 .

;30th December, 1983.

DECLARATION

I hereby declare that this thesis is the record
bona fide research carried out by me.in the Department
Applied Economics, Cochin University of Science
Technology. I further declare that this thesis or any
thereto has not been previously submitted for any degree
this or any other university,

VELAYUDHAN. K.V.

of

of

and

part
in



ACKNOHLEDGEHEHT

This thesis is prepared under the Supervision of
DW.N.Chandrasekharan Pillai, Professor, School of Management
Studies, Cochin University of Science and Technology. He has
spent generously a great deal of his time on this work. This
thesis could not have been completed with out his constant
guidance and encouragement.I place on record my deep sense of
respect and gratitude to him.

I am grateful to Dr.K.C.Sankaranarayanan, Head of the
Department of Applied Economics, Cochin University of Science and
Technology, for valuable suggestions at different stages of my
work.

I take this opportunity to acknowledge with ‘thanks for
the help rendered by Dr.M.K.Sukumaran Nair, Reader in Applied
Economics, and Dr.George Varghese,Reader in School of Management
Studies of Cochin University of Science and Technology.

Dr.P.R.Gopinathan Nair,Hon.Fellow, Centre for
Development Studies, helped me in stylising the draft in to the
present form. In spite of his very busy schedule, Gopi Sir found
time to go through the entire thesis. I consider myself most
fortunate to have had his help.

My words, I fear, may not convey my feeling of respect
and gratitude to my sir, Dr.Radhakrishnan, Director, Centre for
Rural Studies, Kariavattom, from whom I learned initiallessons of Econometrics and Research. Moreover, the
encouragement and inspiration received at different stages of my
research, from him and his wife Dr.Lekha Sreekandan, Associate
Professor, College of Agriculture, Vellayani, Thiruvananthapuram,
helped me very much to finish the work. I place on record my
deep sense of love, respect and gratitude to both of them.

I owe a special debt of gratitude to Dr.V.Nandamohan,
Head of the Department of Futures Studies, University of Kerala,
for they immense help and encouragement during my study and
research.

I am grateful to Dr.Kevin,Reader in Commerce, Institute
of Correspondence, University of Kerala, for the help in the
analysis of Financial performance.

My friend Dr.Sunny George helped me a lot in Computer
analysis. His comments and suggestions at various stages have gone
a long way in shaping this study in to its present form. Thanks
Sunny.



I am grateful to Dr.M.T.Antony, Lecturer, Government
College, Kasaragod, and Dr.Abraham.V.L, Lecturer, Vimala College,
Trichur, for their timely help.

My sincere thanks are also due to Mr.George Thomas,
pMr.Jose B. Paliakara,MonoJ.G and Abdul Hakkim for their valuable
help for completion of computer analysis. Further,l am thankful toMr.Sasi for his efficient secretarial assistance. My sincere
thanks are due to Mr Santhosh P.K.f0r his generous help through
out my research.

I have benefited much from the discussion I‘ had with
Mr.Nallaperumalu Pillai, Deputy Registrar(Retd.), Department of
Industries and Commerce. I express my thanks to him.

I take this opportunity to acknowledge with thanks the
help received from Mr.A.M.Joseph, Deputy Director (Stat)
Directorate of Fisheries, Vikas Bhavan,Thiruvananthapuram.

I wish to place on record my thanks to I.C.S.S.R. for
awarding me a contingency grant for the field work of my Research.

I am grateful to the teaching and non teaching
fraternity of the Department of Applied Economics ,and School of
Management Studies for their unstinted support and help.

I am very happy to express my thanks to all my friends,
AjithKumar,KrishnaKumar.C, Edison.J.C.,Lukose.C.K., Nagaraja
Naidu, RaJuDas, Sadasiva Bhat, Somasekharan Nair, Krishnan
Namboori, Vijayakumar.B, Remanan.T.A. and Subramany for their help
and cooperation.

Finally, I am very glad to remember the name of my
friend Mohanachandran, Cochin University of Science and
Technology, from whom I have received the inspiration to come to
Cochin University of Science and Technology. I‘ make this
opportunity to place on record my thanks to him.



Chapter

Chapter

Chapter

Chapter

Chapter

Chapter

Chapter

0'}

7

C O N T E N T 8

INTRODUCTION

REVIEW OF LITERATURE AND DESIGN OF
THE STUDY

GROWTH AND DEVELOPMENT OF INDUSTRIAL
CO-OPERATIVES

GROWTH, PRODUCTIVITY AND CAPACITY
UTILISATION IN THE INDUSTRIAL
CO-OPERATIVES

FINANCIAL PERFORMANCE OF THE INDUSTRIAL
CO-OPERATIVES

COEOPERATIVE MANAGEMENT AND WORKERS‘
INVOLVEMENT

SUMMARY AND CONCLUSIONS

APPENDIX

BIBLIOGRAPHY

Page No

40

63

126

163

194

203

228



drain.-9-1

LIST OF TABLES

o-QoJu¢—u—n:-13¢:---Q-ujj-—d—c——:-::n—ua——::1o—v:cun¢hc—u -u-——-—u—u-¢cnu——u—¢—--o———xo.-5.-‘.1 —---un—¢q-9-—u¢—¢—s-—-——o 3101:’;

Title

3.1 Performance of Co—operatives in lndia.
3.2 Progress of Co—operatives in India 1914-15 to 1345-46.
3.3 Performance of Industrial Co-operatives in India during the

period of 1960-61 to l98l~82.
3.4 Number,membership and working capital of Co-operatives in

India.

3.5 Performance of Co-operatives in Trancore during 1927-1936.

3.6 Performance of Co-operatives from 1936 to 1966-56 in
Tranvancore Cochin and Malabar.

3.? performance of Co-operatives in Kerala from 1955-56 to
1986-87.

3.8 Performance of coir industry irom 1974-75 to 19BU~80.
3.9 Number of Societies, value or production and sales in the

Handloom Co-operatives in Kerala.

3.10 Performance of Beedi Co~operatives in Kerala.
3.11 Performance of large and medium scale industrial

Co-operatives in Kerala.
3.12 Number of S.S.1 units and industrial Co—operatives.
3.13 Performance of manufacturing industrial Co—operatives.
3.14 Performance of the manufacturing industrial Co-operatives inthe 8.8.1 Serctor.
4.1 Growth indices of the output of the units studied.

i4.2 Summary result of estimated trend equations of output of the
‘ units studied.
4.3 Growth indices of the output of the units according to the

industrial groups.
4.4 Summary-result of estimated trend equations of output

according to the industrial groups.



Growth indices of the output of the units studied.
Summary result of estimated trend equations of value added ofthe units studied.
Growth indices of the value added of the industrial groups.
Summary result of estimated trend equations
according to the industrial groups.

of value added

Growth indices of the employment of the units studied.
Summary result of estimated trend equations of employment ofthe units studied.
Growth indices of the employment of the industrial groups.
Summary result of estimated
according to the industrial

trend
groups.

equations of employment

Growth indices of the fixed capital of the units studied.
Summary result of estimated trend equations of fixed capitalof the units studied.
Growth indices of fixed capital of the industrial groups.
Summary result of estimated trend equations of fixed capital
according to the industrial groups.
Labour productivity indices of the units studied.
Summary result of
productivity of the

estimated trend
units studied. equations of labour

Labour productivity
Group.

indices of selected industrial

Summary result of estimated trend equations
productivity according to the industrial groups.

of labour

Capital productivity indices of the units studied.
Summary result of estimated_ trend
productivity of the units studied.

equations of capital

Capital productivity
industrial groups.

indices of the units according to

Summary results of estimated trend equations of a.
productivity according to the industrial groups.

capital

Total factor productivity
(Translog).

indices of the units studied



5.3

Summary result of estimated trend equations of total factor
productivity or the units studied (Translog).
Total factor productivity indices of industrial groups
(Trans Log).

Summary result of estimated trend equations of total factor
productivity according to the industrial groups.
Rate of capacity utilisation of the units studied
Index of capacity utilization.

Common size balance sheet of the studied unit (source of
funds )

Common size balance sheet of the selected industries (source
of funds).
Common size income statement of units studied.
Common size Income Statement of the units studied
according to the industries.
Current ratios of the units studied.
lndustry average of current ratios for the period1880-81 to 1888-80.
Acid-test ratio of the units studied.
Industry average of Acid test ratios for the period'i9B0-81

Inventory turnover ratio of the units studied.
Industry average of inventory turnover ratios for the
period 1980-81 to 1888-80.

Working capital turn over ratio.
lndustry average of working capital turnover ratios for
the period 1980-81 to 1889-90.
Debt—equity ratio of the units studied

Industry average of debt equity ratios for the period1980-81 to 1889-80.

Interest coverage ratio of the units studied.
Industry average of interest coverage ratios for theperiod 1880-81 to 1989~90.
Gross profit sales ratio of the units studied.



industry average of the gross profit sales ratios for the
period 1980-81 to 1989~80.

Net profit sales ratio of the units studied
Industry average of the net profit sales ratios for the
period 1980-81 to 1989~90.

Classification of board members in the units according to
the educational qualifications.
Classification of board members in the industrial groups
according to the educational qualifications.
Distribution of the board members in the units on the
basis_co-operative education.
Cassification of Board members in the units on the basis of
work performance.

Classification of board members in different industrial
gorups according to the work performance.
Classification of Board members in the units on the basis of
political attachment.
lassification of board members in different industrial
gorups according to political attachment.
Distribution of members and workers of the units studied.

6.9 Classification of members and workers according to the

0‘:

industrial groups.
Distribution of the workers in the units on the basis of
age

Distribution of the workers in the units on the basis
of educational qualification.
Distribution of the workers in the units on the basis of
income.

Distribution of the workers in the units on the basis of
wages & salary.
Distribution of the workers in the units on the basis of
length of service.
Distribution of the workers in the units on the basis
trade union activities.Distribution of the workers in the units on the
basis political attachment



6.1? Classification of workers according to the level of the
involvement.

6.18 Distribution of the workers in the units on the basis
of the level of involvement.

A.2.i Classification of SS1 units according to the type or
organisation as on 1884-85.

A.2.2 Performance of SSI units during the period 1980-81 to
1988-90.

A.4.1 Total factor productivity indices of the unitsstudied (Kendrick).

A.4.2 Total Factor productivity indices (Kendrick) of the units
according to the Industrial Groups.

A.4.3 Total factor productivity indices of the units studied
(Solon).

A.4.4 Total Factor Productivity Indices (Solon) of the units
according to the Industrial Groups.



CHAPTER 1

INTRODUCTION

Industrial Revolution of the 18th century brought in its
wake basic changes in technology, production and productivity.
Despite its positive contribution towards the growth of
manufacturing industry and the manifold increase in the wealth of
nations, the industrial revolution evoked sharp criticism from
different quarters for its impact on society. Industrialisation
not only created new classes and strata but also led to
concentration of wealth in the hands of a few, the owners of the
means of production. At the same time, the conditions of work and
levels of living of the working population deteriorated steadily
for long period of time in general and industrial workers in
particular.

The plight of workers in the new system evoked
sympathetic response in the writings of several reformers like
Saint-Simon, Charles Fourier, Sismondi and Robert Owen. Owen
believed that man is the outcome of his environment. He argued
that human character was formed for them by their environment, and



that the evils which moralists found in the poor were due to the
degrading conditions under which they were forced to live and
HOPk.z

Owen offered leadership to the Rochdale pioneers
venture - an alternative form of business organisation - which
upheld the principle of co-operation.3 Ever since the
establishment of the first co-operative society in England by the
Rochdale Pioneers in 1844, the message of co-operation has spread
to almost all the countries of the uorld.4

i0uen and others of his ilk dreamt of a society based on
co-operation and mutual help instead of competition and
exploitation of man by man. They set out the fundamental
principles of co-operation: association, voluntary co-operation,
democratic government of the enterprise and social motives. The
founders did not give, however, strong ideological foundation to

the co-operative concept; rather, they were concerned only Hith
the removal of misery of the workers and formed societies as a
tactical solution for the problem. Thus the co-operative concept
was to them only a pragmatic idea; it acquired an ideological
base only over time.

Different thinkers have variously defined the concept of
co-operation. Horace Plunkett considers co—operation as "self
help made effective by organisation"6. Calvert defines



co—operation “as a form of organisation wherein persons
voluntarily associate together as human beings on a basis of
equality for the promotion of their economic interest"7.
International Labour Office defines: "A co~operative is an
association of persons, usually of limited means who have
voluntarily Joined together to achieve a common economic end
through the formation of a democratically controlled business
organisation making equitable contribution to the capital
required and accepting a fair share of the risk and benefits or
undertaking".8

The concept of the co-operative lies in between two
extremes: individualism on the one hand and socialism on the
other. It stands for individual rights tempered by consideration
of justice, equity and fair dealing as between man and man, and
aims at the prevention of exploitation of the weak. Although at
the initial stage, the concept or the co~operative was confined to
that of helping the workers, it gradually received alternative
interpretations and assumed larger meaning. In fact, there arose
various schools of thought on co~operatives9.

Derek C. John considers the industrial co-operative as

an autonomous enterprise in which (a) many workers or (members)
own stock, (b) ownership is widely distributed among the workers
who own much of the voting stock, (c) working members participate
in the enterprises, management and control, and (d) they share in



the distribution of the surplus, usually on the basis of the
work'.1o According to David H. Wright, it "redefines the worker's
Job by including him in the policy making and work co~ordination
tasks of management, as well as productive processes".11 Thus the
responsibility of decision-making and work co-ordination in a
co-operative also falls on the workers in addition to their normal
work . Industrial worker co—operatives are, in fact, productive
firms that are democratically owned and managed by their
workerslz. This idea is emphasized by Kerr and Harris as well.13
The worker co-operatives are designed to be the type of firms in
which where the people working in them Jointly appropriate the
fruits, whether positive or negative, of their Joint labour. The
legal structure of the worker co-operative or self-managed firm is
defined as the structure that implements the labour principle in
its property structure and the democratic principle in its
governance structure. Ellerman mentioned that in worker
co-operatives, the traditional roles of the employees and owners
are abolished. There are only worker members, no employee owners.
Workers qualify for co-operative membership by virtue of working
in the firm. Further, a worker co~operative or self~managed firm
is neither privately owned nor publicly owned; neither a
capitalist firm nor a socialist enterprise. It is only a
democratic social institution14. Industrial co-operatives assure
worker's participation in the enterprise‘s decision-making and
democratic leadership in management.



In short, the worker's co-operative is an enterprise
which is owned, managed and controlled by workers themselves. The
industrial co-operative emerged in the West as a critical reaction
to the adverse consequences of Industrial Revolution.

Though the co-operatives thus germinated in the
industrial sector in the western countries, their beginnings in
India were in the agricultural sector. During the last decades of
the 18th century, the cultivators in Deccan reacted against the
money lenders, who levied usurious rates of interest, which led to
the widespread riots.15 The Government was forced to think of an
alternative form of organisation for the relief of the farmers;
they found the alternative in co-operatives. In consequence,
co-operatives were started as a rehabilitation measure to the
poverty stricken farming community. This form of organisation
soon got acceptance from various other sections of the population
and spread to different States of India. Thus during early
decades of the 20th century, co-operatives emerged in Kerala also.
During the past eight decades, the message of co-operatives has
received wide acceptance among the people of Kerala.
Consequently, about 60 per cent of the people of the State are by

. 16now associated with one form or other of the co-operatives
Among these the co-operatives in the service sector ,especially,
co-operative banks, have forged much ahead of others. The
performance of the co-operatives in the producing sectors,



especially, in small scale manufacturing, appears to be much less
significant.

Industrial co-operatives have a vital role in
accelerating development of small .scale industries. In a
capital-scarce, labour-abundant country like India, wedded to the
twin objectives of growth and social Justice, small scale industry
is expected to play a vital role in resolving chronic problems of
poverty, inequality, under-employment and unemployment. Large
scale manufacturing enterprises have naturally their pride of
place in the nation's economy; but the small scale sector as a
supporting factor has become inevitable, and its importance as an
integral part of the industrial system cannot be over-emphasized.
Small scale industries have great significance as intermediary
stabilisers and as the catalytic agents in accelerating economic
development. Both theoretical considerations and the little
empirical evidence reported in the literature, suggest that small
enterprises are often economically efficient and labour-intensive
and that they have a significant role in achieving rapid growth of
both output and employment.17

Even in highly industrialised economies small scale
industries contribute a substantial share of the national outputle
Increasing trends of growth of small business are noticed in

most developed countries. The contribution of the small scale
sector is about one-third in the U.K., two-fifths in the U.S. and



nearly three-fourths in Japan. In Britain several incentives are
given to the self-employed sector on the assumption that the
encouragement of small business is an effective solution_ to the
problem of unemployment.19 In all countries, small scale industry
provides employment for a substantial proportion of the industrial
work force and accounts for a large proportion of all industrial
establishments 0. Small enterprise development is an essential
and important factor for generating employment and encouraging
economic growth in developing countries.21 In contrast to
top-down economic planning and implementation, small enterprise
programs are based on several ‘bottom up‘ development premises
which include the need for (a) self-employment opportunities among
the poor; (b) employment which is labour—intensive rather than
capital -, and education-, intensive, (c) economic growth based on
small scale business initiatives, (d) an economic base from which
to foster business expansion, (e) the use of natural resources in
the economic development process; (f) development strategies that
assist in the transmission of economic initiatives and
opportunities from the informal to the formal sector; (g) economic
development opportunities for indigenous populations as opposed to
‘alien minorities within a developing country's social and
economic structure; (h) poverty alleviation through new sources of
income (i) technology adaptation to indigenous resources; and (J)
development of entrepreneurial skills and talents.z2 India's
policy of encouraging the small scale sector as an integral part
of the industrial development programme which lays particular



emphasis on large scale capital—intensive industry, has been
lauded as unique by renowned economists.23 Industrial
development cannot be achieved with out taking into account two
factors: 1) manufacturing industry should be the basis of
development and 2) industrial development cannot be achieved with

24
out involvement or the small scale industry.

The report of the Steering Committee of the Kerala State
Planning Board for the preparation of the VIII five Year Plan on
Industry and Hiningzslisted several factors inhibiting and
promoting growth of small industrial units. Kerala's educated
manpower, the native intelligence of the Keralites best suited for
taking up logic—based professions and availability of a
Hell—developed and broad~based physical infrastructure
particularly in the transport and communications sectors, are a
few of the positive factors identified. On the negative side, may
be mentioned high wage rates, preference on the part of the
educated for white collar Jobs, lack of entrepreneurship, paucity
of essential resources for industrial use, high density of
lpopulation and the distance factor which places Kerala away from
the major domestic markets.

In this context, it would appear that the industrial
co-operative movement could possibly play a vital role in
accelerating-the momentum of small industrial development of
Kerala which has a Health of highly educated and skilled manpower.



However, in spite of the encouragement extended by the
Government, the movement does not seem to have.been picking up in
the modern small scale sector. The present study is an attempt to
analyse the factors that have affected the performance of the
industrial co—operatives in the small scale industrial sector of
Kerala.

##1##
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CHAPTER 2

REVIEW OF LITERATURE AND DESIGH OF THE STUDY

This chapter introduces the theoretical basis of the
co~operatives and findings of magor empirical investigations and
presents the design of the present exercise.

2.1. Theoretical basis of the co-operatives

Vanek's1 general theory of labour-managed market economics
provides a comprehensive theory in support of an economic system
different from Capitalism and Socialism. In this system the employees
Jmanage the enterprise and share the surplus. The decisions are taken
by the firm and the control of the government over the individual firm
is meagre. However, it is noted that the principle of labour
management is in conflict with the principles of control and
management by the owners of capital but not with the principles of
private or social ownership of production assets.

Ireland and Law 2 made an attempt to study the economics of
labour managed enterprises. They examined the differences between
conventional firms and labour managed enterprises. "Conventional firm



is a technical unit within which resources are combined for the
production of marketable goods and services"3. Inputs are hired and
output decisions are made by the owner of the firm or the
entrepreneur. The entrepreneur is also the residual claimant and is
often, assumed to have an interest in maximising profit. The authors
have examined the economics of enterprises in which labour is the
residual claimant. The right to share the residual in this case
derives from the provision of labour service within the firm and not
from the ownership of capital. The control can be envisaged as being
exercised directly or indirectly through a hired or elected manager.
Workers are thus not hired inputs but may be described as members of
the firm and the members share the surplus of revenue over non-labour
costs.

Ellermana who compared the legal structure of the
conventional neo-classical firm with that of the worker co-operatives
found superiority in the latter. While in the conventional
neo-classical firm demand from the part of workers for better benefits
is ignored, attempt to increase output and productivity continues.
He uses a simple_model to make the concepts explicit. Consider a
simple production process‘ in a manufacturing enterprise where
workers use up raw material (X) and the machine service (K) to produce
output (0). If we conceptually treat the productive activity of
workers as another, ‘input’, the labour service (L), then L is also
“produced and used up in the production process. In a capitalist firm

13



the productive activity of labour is indeed legally treated as a
commodity ‘L' that is purchaséfl in the employment contract.

The net result of assets and liabilities resulting from
production, is called the economic profit, (EP). If the outputs are
listed as positive and the inputs as negative, then the EP would be
represented by the vectors

EP = (Q, —X, '-K’ -.ll)IOIIO(1)

where EP = Economic profit

0 = Output produced
X = Raw material used
K = Machine service
L = Labour service

The equation (1) in value terms can be written as:

Economic Profit = PQ-P¥X~RK-WL.....(2)

where P Market price of output
P*= Market price of raw material
R = Market price of capital service
W = Market price of labour service.

Then the economic profit (EP) is produced through the
production process of the labour. The main motive of the capitalist
is to maximise the economic Profit (EPD. This can be achieved by
increasing the total output (QP>. Contrarily the uorker—oHned firm is
so designed that the people working in it appropriate the positive and
negative fruits of labours. In this firm, workers are not employees
since they are not selling labour to the firm or capitalist. They

14



qualify for co-operative membership by virtue of working in the firm.
The members have the opportunity to solve their problems and take
decisions by their own efforts rather than through any external
agency. This is not unrealitic since the method was the outcome of the
endeavours of the working class to protect themselves against poverty
and exploitation perpetuated ruthlessly on them by the capitalist.
Naturally, as an alternative form of organisation, the co—operative
firm assures several conveniences to the members. Co~operative
assures higher income to the members than what a worker would get in
the conventional firm. This can be observed from the following
production process.

Let Q, X, K and L be the vectors of output, raw material,
machine service and labour activity respectively.

The labour product = (Q, -X, —K)

The human activity is regarded as another 'input' to the
production which could be represented as the fourth component in the
vector.

Thus the labour product (0, -X, -K, 0)
(Q, —x, -K, --L) + (0, 0, 0, L)

E? + Labour Commodity.

15



In a capitalist firm the workers do not appropriate the
entire labour product. The workers are paid only for their labour (0,
0, 0, L), while the employer legally appropriates the whole economic
profit (Q, -X, -K,—L). However, in the co-operative firms the workers
are the owners of the means of production. The net economic value of
the assets and liabilities, (Q, -X, -K) is;

Value of labour product PO ~ PIX-RK
= WL + Economic Pro£it....(3)

The difference between the conventional and the worker owned

firm is that in the former the workers receive the wage, WL;

WL =.PQ - P* X - RK - EP....(4)

Whereas in the latter the profit is not diverted to any other channel.
Hence the.worker appropriates the amount WL + EP which is greater than
WL of the conventional firm. Thus the worker's income in the
worker-owned firm is higher than that in the conventional firm.

Moreover, the alternative venture provides the members
opportunities for participation in decision-making in different ways,
viz; serving as Board members, electing members to the Board of
Directors, voting on critical issues, working side by side with Board
members and voicing complaints and making suggestions freely to the
General Managers . Such opportunities are not available in the
conventional firm. Further the entire firm is managed by the
Committee elected by the members. Thus there are certain fundamental

16



differences between the two in the pattern of ownership, decision
making and management. The co-operative sets limits to
concentration of wealth, which is considered to be the focus of
vehement criticism against capitalism.

2.2. Empirical Investigations

Thomas and Logan6 examined the historical and organisational

significance of co-operatives, centred on Hondragon in Spain's Basque
province, and analysed their economic aspects. They found that
co-operatives gave considerable attention to create full employment
condition and safe guard existing Jobs. Education and training in the
Mondragon groups showed their orientation towards the welfare of
society as a whole. A net work of institutions formed a supporting
structure for the co-operative factories. Funds were -made available
to spread educational and training achievements among the community of
the district in which Mondragon is located. in Mondragon all workers
were members of co-operatives,. the only exception being highly
skilled experts who were employed temporarely for short periods. Since
every worker was a member they were fully committed to their goals, a

condition which improved. productive efficiency on a continous
basis.The surplus is distributed on the basis of the financial
position of the co-operatives. This practice has successfully
prevented the differential between the highest and the lowest earnings

from exceeding a range of three to one. The annual profits have been
[consistently used to strengthen the financial structure of the
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co-operative. Apart from ten per cent allocation to social projects,

the entire annual surplus ialadded to own funds. The success of this
organisation is reported to the General Assembly and the Supervisory
Board which consist of three categories: Students, Staff and
Supporting institutions. A Council of students and a Council of
Staff, both elect representatives to the Board, while the Bupnsrtinfi

institutions nominate their representatives in proportionfio their
‘financial stake‘. Thus the authors came to the conclusion that the
co-operatives have done remarkably well with respect to employment
creation, earning levels and yield on resources.

Roony7examined the correlation between employees ownership

and workers’ participation in the employee- owned firms. This study
was carried out in the U.S.A on the basis of data collected through
questionnaires. The targeted population consited of the majority
employee~owned firms and non-employee-owned firms matched by size.
Information on the extent of workers‘ participation in twelve areas
was collected and listed with the help of the index developed by
adding the weighted scores for each possible area of participation.
From the analysis, it is found that contrary to expectations, there
exited little worker participation in employeeaowned firms.
Employee-owners wanted and expected greater participation in
management and the lack of work participation caused problems in some

employee-owned firms.
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Abel and Mahoneya examined the performance of small scale
industrial producer co-operatives in developing countries. Small
Scale Industry covered organisations which had fewer than 100 members
each. The co—operatives were studied in detail in four countries:

India, Peru, Indonesia and Senegal. Four units were taken for
detailed study from the former three countries and two from the last
one. Shortage of capital and lack of good management were identified
as problems faced by capital-intensive Industrial producer
co-operatives. The performance of the Industrial Producer
Co-operatives was in general poor inpases in which the skill-mix of
the (initial) members was inapprop riate; in the success cases high
levels of solidarity were obseved among the members.

Chris Conforth ,etal.9examined the performance of industrial
Co-operatives in the United Kingdom using empirical evidence. A
detailed study of two local support organisations (CSU) was carried
‘out first. Formation and survival of co-operatives since the
enactment of Industrial Common Ownership Act was examined in the
second section; the third section reported case studies of sixteen
co-operatives, examined in terms of their development as business
units and democratic organisation.The membership of the co~operatives
was seen to have increased rapidly up to 1884 and then leveled off.
Differences existed in the patterns of development among
co-operatives. It was found that, being small units the economic
performance and labour process of co—operatives are strongly
influenced by external conditions in their particular labour, capital



and product markets. At the stage of their begining , most of these
units were seen to have been severly under-capitalised with workers of
low level of skills, or skilled workers who were very old. They found
it difficult to attract, develop or retain persons with ability
and competence in management. All these factors contributed to low
labour productivity, their survival depending mostly on low wages or
long hours of unpaid overtime work.

Several studies in India also have gone into the problems
and performance of industrial co-operatives. Mehtalo was one of the
earliest to study the problems of industrial co-operatives in this
country. He traced the development of industrial co-operatives in the
different states. This was by and large descriptive study which
emphasised the significant role that the Industrial co-operatives
could play in the country's development.

Venkatappallexamined the progress and problems of Handloom

Weavers Co-operatives in Karnataka State by analysing the changes in
membership, number of looms, share capital and working capital. It
was observed that due to lack of organisational set up among the
weavers and the non-effective-working of the existing co—operatives,
the coverage of looms under the co-opeartivefold was small. The major

problems of the co-operatives identifieqhere: (a) social problems,
(b) problems relating to management, Cc) organisational defects ,and
(d) administrative ,problems. Venkattappa advanced the following
suggestions to solve them: Construction of separate worksheds for

20



running of looms, supply ofadvanced technical know-how to the workers,
appointment of paid staff to provide better management, supply of raw
material to weavers at controlled rates and introduction of modern
technology.He also emphasised the need for strenthening the apex
institutions financially.

Choubeyla analysed the problems and prospects of weavers
co-operatives in Bihar by examining the working and the dormant
primary weavers co-operatives in the State. He found that in Bihar
several spurious weavers co-operatives had sprung up whose sole
interest was getting Government rebate and other concessions.
Weavers co-operatives in the State were facing a number of problems:

(a) of organisation, revitalisation, management and supervision, (b)
of supplies (c) of Finance and Auditing, (d) of Education and Training
and (e) of marketing. Choubey made a few suggestions for government
action for solving these problems. His suggestions included amendment
of the Co-operative Societies Act, opening of raw materials depots and
research cell, establishment of separate cell in the central
co-operative banks for meeting the financial needs of primary
societies or setting up another independent financial agency to serve
them adequately, and a well designed training and educated programme
for members. He observed that , even though the performance and
function of these co-operatives were not satisfactory, they had
immense potentiality in Bihar.
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Cavvery and Sudha Nayak 13 emphasised the need of
Industrial Co-operatives for Tapioca Processing. The authors pointed
out that Tamilfladu has a good record of successful industrial
co-operatives for several Cottage and Small Scale Industries in the
fields of production and marketing. The steps taken in the State for
the formation of Tapioca Processing Industries had helped the farmers
and assured steady prices for both the segments of the industry. The
study concluded with the optimistic note that the economic conditions
of the Sago and Starch manufacturers were looking up.

Rayudu14 examined the financial performance of six
Co-operative Spinning Mills of Andhra Pradesh using ratio‘ analysis.
(The Ratios used are: current Ratio, Acid-test Ratio and Debt equity
Ratio). The objectives of the research were to examine the financial
positions of co-operative mills, financial operations and performance,
and the nature and extent of Government's financial spoon feeding.
Further, he studied the relationship between various variables as
depicted in financial statements and evaluated the returns on capital
invested. For this study, six co-operative mills were chosen at
random. The analysis revealed that all the six mills in the
co-operative sector had accumulated losses, the member's share
capital base was very weak, and there existed heavy doses of
outsider's finance.

Mahaptrols made an effort to study the nature of Cotton
Handloom Industry in India. The handloom industry, everywhere in the



country, was struggling for survival for several decades. Over and
above this, it was fighting a ioosingtattio with the cotton textile
mills and powerlooms. Yet, the industry in Orissa, like in many other
parts of the country, did show some inherent vitality to survive the
vicissitudes. In his view, the major evil in the handloom industry is
the master weavers. The master weavers have become exploiters of the
poor weavers. However, the growth of the co-operative sector might
lead to automatic shrinkage and ultimate extinction of the master
weaver system. Small household weaving would ultimately show good
results if they get,the same facilities of credit, marketing and
research which large units enjoyed by virtue of their size and
resources. Mahapatro has also mentioned that the coverage of the
co-operative system was not adequate in his study area.

Ghuman and Anil Mongals examined the performance of the
co-operative sugar mills in'PunJab using both primary and secondary
data. They analysed the performance of the financial and physical
activities of the co-operative sugar mills of Punjab. In order to
examine the managerial performance, informal interview techniques were
used. Financial performance was evaluated through information on
share capital and profit and loss account. For the evaluation of
physical performance, indicators such as sugar cane crushed per unit,
sugar produced per unit( in quantity and in value) per society were
used. All the units under the study were found running at a loss. To
overcome the loss,the following suggestions were made: (a) the
political interference around the location of co~operative mills



should be minimised and new mills located in areas having sufficient
quantity of sugarcane, (b) in order to enjoy economies of scale the
installed capacity of co-operative mills should be enhanced
considerably, (c) efforts have to be made to minimise inventories by
using modern materials and management techniques and (d) the
government of Punjab should make arrangements for cultivation of
improved varieties of sugar cane.

Thanulingom and Gurumoorthy17 discussed the financial
performance of the Handloom Co—operatives in Paramkudi Town in
Tamilfladu. They used three categories of ratios: (a) Liquidity ratio
(b) Profitability ratio and (c) Turn over ratio . Liquidity ratios
were used to judge the firm‘s ability to meet short term obligations.
The profitability of the societies was examined with the help of gross
profit ratio, net profit ratio, operating ratio and return on
investment. The effective utilisation of different assets was
assessed with the help of stock turn over ratio and debtors turn ,over
ratio. This analysis has drawn a dismal financial picture of the
handloom co-operatives in Tamilfladu.

Uma and Thanulingamle examined the operational efficiency of

co-operative spinning mills in TamilNadu for a period of six years
from 1980 to 1985. _The profitability of these units were measured in
two ways: (1) by evaluating the financial performance and (2) by
evaluating the operational performance with the help of relevant
ratios, (net operating profit ratio, operating ratio, material cost



ratio and labour and overhead cost ratio), fihich were calculated using
available balance sheet data. This analysis also presents a dismal
picture of the handloom co~operatives in the State.

Rajagopal 8analysed the economics of modern co—operative
rice mills in Madhya Pradesh,employing the case study method» Various
disadvantages of the traditional Paddy processing method are
explained. He estimated losses incurred at different levels of
processing: (a) 1 to 1.5 per cent of paddy through shedding in the
field and transportation, (b) 1.2 per cent due to eating away by birds
and rodents durig open drying and (c) 3 per cent in milling. Thus
the major item of loss was the traditional system of milling.
Further, the study showed that modernisation of rice mills in
co—operative sector had a great impact on the regional economy. It
reduced the influence of intermediaries in the processing of paddy to
a large extent. Owing to these reasons, Rajagopal argued for
modernisation of rice mills owned and operated by the marketing
federation.

Ravinder Sharma, et al. 20 have done cost benefit analysis
of Tea Co-operatives in Kangra District of Himachal Pradesh. Cost
benefit ratio of the factory under study during the period and net
profits from tea processing in different years were computed. Data
relating to the fixed assets and variable costs were collected from
the records of the factory. The study pointed out that the total
income earned by the factory from the sales of tea has significantly
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increased. But profits were found only over a part of the period
~under study because the total cost increased year after year and the
gactory income was Just adequate to meet its variable costs.The
researcher reminds that more care should be taken so that the
financial positions of the society could be improved by adjusting the
total cost with the output.

Narayanasamy and Ramachandranzl examined the factors
affecting the growth and development of Co-operative Sugar factory by
a case study of Amaravathi Co-operative Sugar Mill in Tamil Nadu.
.They examined different factors such as area under sugar cane
production, membership, equity capital, Debt capital, net working
capital, cane price, cost of production, machinery utilisation, sales
price, income expenditure and profit.The authors concluded that the
mill should bestow better attention to cane development activities for
increasing recovery, increasing supply of sugar cane, strengthening of
capital structure, controlling of expenditure and improving the
machinery utilisation to improve its operational efficiency.

Om Prakash KaJipet and Narayana Reddy Rapolezz have made an

effort to examine the potentiality of industrial co~operatives as a
better solution for rural unemployment. They argued thus : (a)
agricultural production in India, to a considerable extent, is being
organised on capitalist lines and led to growth of disguised and open
unemployment, (b) the increasing unionisation among agricultural
labour resulting in higher wages and downward wage rigidities which
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reduces labour absorption in agricultural operations and (c)
Government legislative measures (such as minimum wages) and insistence
by Government and labour unions on payment of minimum wages,
discouraging labour absorption in agriculture activities. Finally,
they noted that, the factor price distortions of capital and labour in
India are also favouring intensive use of capital in agriculture.
Based on the above facts Kajipet and Rapole considered the
co-operative forms of organisation to be more suitable and appropriate
than any other form for development oft the farm sector and rural
industries. The main objectives of the industrial co~operatives, the
authors noted were: (i) provision of employment and ensuring regular
work to the rural unemployed and rural artisans and (ii) improvement
in the living conditions and economic betterment of rural artisans and
the rural unemployed by ensuring fair and regular wages to them.
Consequently, the solution to the problem lay in the organisation of
rural industries and agricultural allied activities along co-operative
.lines.

2.3.2. RELATED STUDIES IN KERALA

Ravi Makrari 8 made an effort to study the levels of living
bf the beedi workers in Kerala. He studied the problems which the
%prkers were facing and observed three types of exploitations in the
ieedi sector: (i) of workers by owners of means of production, (ii)by
fiddle man and (iii) of helpers by the workers. The only exception
R0 this type of exploitation was the Dinesh Beedi Co—operative
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ociety. Here the members got several benefits denied to their
ournterparts in the other types of organisations. Based on these
acts, the writer argued that the co~operatives are the only solution

0 the problems of the unorganised workers in the beedi sector.

Vasudevan 2 examined the role played by the beedi
D-operatives to rehabilitate the unemployed beedi workers and
heation of additional employment opportunities. He also examined the
ttent to which the societies succeeded in implementing the Beedi and
igar Workers Act of 1866. with the help of case study method (A case
tudy of Kerala Dinesh Beedi) Vasudevan established that within a
hand of seven years from its begining the society succeeeded in
flming employment to all the displaced beedi workers of Kannur

[strict and creating additional employment opportunities. He noted
En.the co-operatives were very effective in the beedi industry. The
hmers are free from exploitation by middle man. In addition the
kieties succeeded in implementing many of the provisions of Beedi
Id Cigar-—_Workers Act of 1966.

Pyaralal Raghavanzs has examined the evolution of beedi
flustry in Kannur District. “He analysed various factors which have
ifimibutcd to the success of beedi co—operatives such as the
ganisational structure, managerial system, marketing efficiency,
rker's participation, worker's commitment, etc. Further, he
Bmined the history of evolution of this organisation. The changes in
E organisation of production of the beedi industry of Kannur

28



District were similar to thosein the other traditional industries.
But unlike the other traditional industries, the beedi co—operatives
emerged as a viable unit of production. The success of the
co—operatives could be attributed to the commitment and motivation of
the workers and trade unions in addition to efficient management.

Rajagopalanze identified the structural differences in the
handloom industry betbeen North and South Kerala, with the help of a
sample survey. He analysed the problems of co~operativcs in Cannanore
and Trivandrum Districts. His study revealed that the industry
reflected varied historical experiences and had developed on quite
distinct lines in the two regions. Consequently, Trivandrum and
Cannanore exhibited wide variation in the type of industries which in
turn led to a divergence in the organisation of production and in

marketing channels. Habbserved that while the industry was relatively
more organised in Cannanore and depended on distant markets, in
contrast, in Trivandrum it was highly decentralised in nature and
depended on domestic market. Further, it was observed that cheap
handloom good were being brought into Kerala from neighbouring states
in large quantities posing fresh threats to this industry in general.

Mathew George&7 has made a historical analysis of handloom
"industry in Kerala. The study identified the following as the major
causes of the crisis in the handloom industry : (1) under production,
2) under employment and (3) accumulation of unsold stock. The
majority of the members in the co—operatives received employment only

29



for less than 175 days in a year. Majority of the production by the
societies is carried out with the help of financial schemes and State
Government's rebate scheme. The societies tend to depend more and more

on institutional finance and lose progressively their Capacity to
become self-reliant.

Manual examined capacity utilisations of handloom
co-operatives in Kerala. He measured empirically the extent of
capacity utilisation in the handloom industry

I

E

region-wise and
analysed the underlying factors. Primary data were collected throufih a
sample survey from Kannur and Trivandrum districts for the period
.1979-B5 . He found that in the handloom sector, labour shortage was a
paerious problem (not to the same extent in all regions) due to the
L

F

Prevalence of extremely low wage rates in the industry. Though a
weaver is a skilled worker, he was paid less than other skilled
workers like a carpenter or a mason. Inadequate credit facilities and
yhallenge from the mills and powerloom sectors reduced the production

find demand of handloom textiles. The decline of demand leads to the
l

hecline in the level of utilisation of capacity.
F

Toney Josephzehas done a comparative analysis of the cottage
and factory subsectors of the co—operative sector in the handloom
industry of Kerala. He examined structural differences in the cottage
and factory subsectors of the co-operative sector operational cost and
profit margin and the relative differences in the working conditions

enjoyed by the members in both subsectors in the state. Sample survey
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method was employed and Kannur District was chosen for study due to
the dichotomic structure of the industry. It is observed that about
33% of the weavers are under co—operative sector (the four types of
handloom industries are: household co—operatives (primary societies),
non household co4operatives (industrial co-operatives, private
household sector, private non Household sector). But the average
production was found to be high among the industrial society which
showed relatively high productivity. Further, the weavers, in general
felt that they were pursuing a job of low status and hence majority of
them did not like to bring their children into the handloom sector.
Most of them had Joined the co—operatives either for better
remuneration or for protection against exploitation.

Apart from the above research studies,a large volume of
writings by Journalists and popular writers is available on problems
of traditional industries and their workers. The studies cited are
useful as a source material for method, design and analysis in the
present study; however, their usefulness is limited since they
concentrate on the traditional sector. The present study focuses its
attention on the co-operative ventures in the modern Small Scale
Sector a topic on which available literature is scant if not
non-existent. It has a special significance in the present context
of Kerala when growth of the modern industrial sector is identified as
its major problem.
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2.3 Design of the study

2.3.1. Statement of the Problem

Industrial co-operatives in the modern small scale sector,
have to play an important role in the industrialisation of a State
like Kerala. Almost all the previous studies on industrial
co-operatives in Kerala were confined to the traditional industries
and virtually no serious attempt has so far gone in to the problems of
modern Industrial Co-operatives. The present study is an attempt in
this direction. The specific objectives of the study are the
following:

2.3.2. Objectives of the Study

1. To trace the evolution of industrial co-operatives in Kerala
and identify the factors which have contributed to their growth
and development.

2. To analyse the efficiency of industrial co-operativesin terms of:

(a)grouth, productivity and capacity utilization.
(b)The financial performance of the industrial co~operatives.

3. To analyse the level of worker's involvement in the industrial
co~operatives.

2.3.4. Scope of the study

The scope of the present study is confined to the modern
small scale industrial co-operatives.
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2.3.4.1 ~8ma1l Scale Industries

Frequent changes in the definition of Small Scale Industries
in India pose several problems to researchers. Moreover, the
administrative definition of small, medium and large scale industries
in India is unidimensional. It takes into account only one criterion,
ie. the fixed assets without considering other relevant factors.

According to the official source small scale industry comprises
industrial units with investment less than Rs.6O lakhs and ancillary
unit with investment less than Rs.75 lakhs in machinery and. 30equipment .

2.3.4.2. Modern Small Scale Manufacturing Industries

The main differences of modern and traditional industries
may be identified in the following four phases: (1)Out look (2)
Product and Product design (3) Physical technology of Production (4)
Social technology of organisation and management.Based on these ideas
the modern manufacturing industries may be defined as firms which are

progressive in outlook and adaptablqio changing conditions, use the
result of modern science and invention in their Production Processes

and apply reasonably up—to—date ideas of organization and management
in their business operation.31The Central Statistical Organistion has
classified the industries in to different groups. This grouping is
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generally known as National Industrial Classification (N 1 C) .The NIC
is presented at different levels of aggregation : one digit, two digit
or three digit . In the three digit classification the manufacturing
industrial groups arefipread from 200 to 389. Out of this, the
industries coming under 200~299 are basically agro-based or forest
based industries.The industries coming under 300-399 are the
intermediate and engineering industries and they are often referred to
as the modern manufacturing industries. Thus the scope of the present

f
study is confined to these (300~389) industries.3d

2.3.4.3. Industrial Co-operatives

It is difficult to get a single specified definition of
industrial co~operatives by which the entire concept could be
explained. Different definitions explain various aspects of the
industrial co-operatives from different angles.

Generally, an industrial co-operative can be defined as a
firm which is wholly or substantially owned and controlled by persons
who work in it and run it for their mutual benefit. Further, this is
a firm in which the workers retain a majority control of ‘the
enterprise. Control is exercised democratically on the basis of one
person one vote, membership is open as far as possible to all workers

and there are limits on the returns tdpe aimed at in capital invested
in the enterprised .
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However, according to the Kerala Co-operative societies
Rules34: i969, Industrial Producer co-operative.is a society which is
organized in the industrial sector. All the prevailing conditions
which are applicable to other societies are applicable to the producer
co~operatives too. Hence, in the present study industrial
co-operatives which are registered under the Kerala Co-operative
Societies Rules 1969 and engaged in manufacturing gctivities are
chosen for detailed study.

3.5 Data Source

Since the statistics available from the secondary source are
found insufficient, a detailed primary investigation is undertaken.

2.3.6. The Universe of the Study

There are 1062 Small Scale industrial co-operatives in the
manufacturing sector in Kerala, out of which only 458 uerquorking in
1989-90. All the registered, working small scale manufacturing
industrial co—operatives which are spread in the industrial group
300~399 are identified for the detailed study.

2.3.? Method of Analysis

The study proceeds in two different stages. The first stage
involves an analysis on the evolution of industrial co-operatives.
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This gives a brief account of the co-operative movement and makes an
assessment of the functioning the function of the co-operatives In
the second stage, a detailed micro analysis of industrial co-operative
units is undertaken which forms the core of the empirical analysis.
The analysis is presented in three sections (a) grouth,productivity
and capacity utilisation (b) financial analysis (c) co-operative
management and worker's involvement.

Growth rates of output, value~—added, labour and fixed
capital are estimated and the average annual grouth rates and the
trend growth rates are obtained. In the productivity analysis,the
factor productivity - labour productivity and capital productivity­
indices are estimated. Total factor productivity (T F P) measures are
employed to get the .total productive efficiency. Three sets of
indices namely Translog, Solon and Kendrick, are worked out to find
the T.F.P. Capacity utilisation is measured by the minimum capital
output ratio method.

As is widely understood,the performance of industrial units
depends much on financial management. An attempt is also made in this
direction .The financial analysis is done by estimating the financial
ratios like liquidity ratios, solvency ratios and profitability
ratios.

Now-a~days the success of an enterprise also depends on
management and attitude of worker.ln the present study,the last
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section analyses the co~operative management and worker's involvement.
Likert~type scale is used to analyse the various levels of involvement
of member workers and non-member workers.

2.3.8 Scheme of the Study

The study is presented in seven chapters. The second chapter
presents a review of literature and design of the study.The
evolution of industrial co-operatives in Kerala is traced in chapter
three. Growth, productivity and capacity utilisation of modern
industrial co-operatives are discussed in chapter four. Financial
performance and management is examined in chapter five. Co «operative
management and worker's involvement are discussed in chapter six. The
last chapter summarises the maJor findings of the study.
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CHAPTER 3

GROWTH AND DEVELOPMENT OF INDUSTRIAL CO-OPERAIIVE8

This chapter traces the genesis, growth and development of
industrial co-operatives. In the first part growth and development of
industrial co-operatives in India will be traced; the second part
deals with the evolution of industrial co-operatives in Kerala.

3.1 The genesis of co-operatives in India.

Co-operatives germinated in the industrial sector in the
western countries while in India it was in ‘the agricultural sector
that they originated. In 1875 when cultivators in Decan revolted
against the money lenders who exploited them 1 which forced the
government to think of an alternative set-up. It started
co-operatives as a rehabilitation measure to the poverty -stricken
farming _community. Immediately after the formation of ‘the
co-operatives, the government realised the need of indepth studies on
co-operatives and sent Frederick Nicholson to the European countries
for this purpose. Nicholson submitted his report in 1899 strongly
favouring the development of agricultural co-operatives as in Germany.
The report led to the passing of the first co—operative legislation in
India, the Credit Co-operative Societies Act, 1904. Through this
enactment, the government assured several benefits to the members of



the societies, mainly loans to farmers at moderate rate of interest.
The Indian Co-operative movement thus acquired its organisational form
and achieved legal status. Since then the co-operative movement has
grown to enormous proportions. Table 3.1 shows the progress of
co-operatives during the years immediately following the enactment of
the Act in 1904.

Table 3.1

Performance of Co-operatives in India
T1X1¥GIFI-ICIZC-1-$10-$I$DC.w—¢.111-CUCUCDX1:1¢—oo-nn-uQ:-1:-Zucc-onn—n-:—n¢uu¢I-C-on-oo—1-gnu:111-4:-uxxxxgg

Year No.of societies No.o£ members working capital(in thousands) (in lakhs) (Rs. in lakhs)
1906-07 0.87 0.91 23 721907-08 1.36 1.49 44.141908-09 1.97 1.80 82.321009-10 3.43 2.25 124.681910-11 5.32 3.05 203.061911-12 8.18 4.03 335.74
3:j&1j:jju.1jj::i}12j:j1—-2111-1121131111311171:jxjzzjon-o-to—--Xijefizjzz

Source : Mamoria, C.B., and Saksena,RD. (1977)
Co-operation in India, Kitab Mahal,
Allahabad, P.l27.

The Act of 1904 was meant only for the development of the
primary credit societies. There was no provision given for the
development of non-credit societies. This limitation was removed by
the Co-operative Societies Act, 1912. The second phase in the progress
of the co—operative movement in India begins with the 1912 Act.

Till 1912 co-operatives were meant primarily for the
development of the agriculture sector. One of the important provisions
in the 1912 Act was recognition of non~credit societies. It was
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instrumental for the development of industrial co-operatives in the
country. By the year 1914 the number of societies shot up to 14881
and membership to 695998.2

In 1914, the Government of India appointed a Committee under
the chairmanship of Edward Maclagana to study and report on the
effective implementation of the co-operative system. Their report was
submitted in 1915. Since then the development of co-operatives was
rapid as may be seen from the Table 3.2.

Table 3.2

Progress of Co~operatives in India 1914-15 to 1945-46
T1ClU1'II$C-$II1$lCI-tCIOh-II1C-.-.—-:111—oc--q::pa-:jp——-o—-:.¢u--:oZ:¢-jnauu-0:-—¢. pg.-o:a—:po-out-—-jg-on-1-c-snow-0-wp—w:o

Year No. of societies No. of members Working Capital(in thousands) (in lakhs) (Rs. in crores)
1914-15 11.79 5.48 5.401916~20 28.48 11.29 15.181921-25 57.71 21.55 36.361926-30 93.94 36.89 74.891931-35 105.71 43.22 -94.611936-40 116.96 50.77 104.681941-45 149.89 72.18 124.351945-46 172.17 91.63 164.00
Source : Reserve Bank of India (1956),

Review of Co-operative movement in India 1952-54.

Eventhough the above statistics show remarkable growth in
the co-operative movement, the 14th Conference(1944) of Registrars of
Co-operative societies expressed dissatisfaction with the tardy
development of industrial co-operatives and made a few
recommendations. Based on the recommendations, the Government of India



constituted a Co~operative Planning Committee in January, 1945, under
the Chairmanship of R.G. Saraiya.4 Various measures for. the
development of industrial co-operatives were suggested by Committee
many of which were accepted by the 15th Conference of Registrars of
Co-operatives. The development of industrial co~operatives and
employment generation through these measures remained small even
after.

The Census of India, 1951, revealed that 74.1 per cent of all
industrial workers were employed in the small scale sector and only
25.9 per cent in organised industries.5 To a large extent, the
preponderance of the small sector was direct result of the industrial
policy of the government. The avowed objective or the industrial
policy outcomes of policy resolutions of 1949, 1956 and 1973, were (i)
increasing production and productivity in the priority sectors, (ii)
encouraging small scale industries with a view to generating more
employment and fostering entrepreneurial talents, (iii) bringing about
regionally balanced industrial development, (iv) preventing
concentration of economic power by the control of monopolies and large
houses and controlling foreign investments in domestic industry.6 The
industrial policy of the First Five year plan which was launched in
1951 was based on the 1848 resolution. Eventhough the government had
given priority to the small scale industrial sector,industrial
co-operatives did not receive their due attention.7 Although
industrial co-operatives did not flourish government had already
realised their employment potential. In 1958 the government of India_ 8appointed the first working group on Industrial Co-operatives.
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The major terms of reference of the working group were to
review the progress of industrial co-operatives, village and small
scale industries and to examine the factors impeding their progress.
Further, they were expected to examine procedural aspects and
supervision of societies, discuss financial, organisational and
marketing problems of industrial co—operatives and recommend measures

for ensuring accelerated development of industrial co-operatives with
special reference to the objectives and programmes of the Second Five
Year plan.

Most of the recommendations of the Committee were accepted
by the Government of India. Hhen the lop-sided nature of the progress
of the industrial co-operatives during the period of 1957-61 came to
the attention of the Government, a second study group under the
chairmanship of Shri. B.P. Patel was appointed in September 1962. The
group submitted its report in May, 1963. All the recommendations
(except the one on transfer of industrial co-operatives to the
co-operative department) were accepted by the Government.

From Table 3.3 it may be seen that the development of
industrial co~operatives during the period 1960-61 to 1981-82 was by
no means spectacular. Membership increased from 25.64 lakh to only
33.68 lakh. The number of societies rose from 33266 to 46979.
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Table 3.3

Performance of Industrial Co-operatives in India
during the period of 1960-61 to 1981-82Liujjjjjjijjjjjjjjrjajgjijujjjjljfijjj

Year No. of societies Membership working capital(in lakhs) (Rs.in crores)
1960-61 33266 25.64 44.421970~71 46640 30.22 212.931978-79 45252 31.50 243.641979-80 44947 33.41 263.161980~81 48281 36.07 —»­1981-82 46979 33.68 -~­jmj~1jTI%j—jiijjjij-Oijjjjéiréjéfijjj
Compiled from :(1) NABARD, Review of Co—operative Movement in

India, 1978-1982, P.153

Though the development in the industrial co-operatives in
India was modest, expansion of co—operatives in other sectors was
quite impressive (Table 3.4). The number of societies increased from
1.80 lakhs in 1950-51 to 3.42 lakhs in 1986-87. The membership
increased from 137 lakhs in 1950-51 to 1465 lakhs in l986~87. During
this period the working capital increased from Rs.276 crores to Rs
47552 crores.
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Table 3.4

Number, membership and uorking capital
of all Co-operatives in India.’Tm--“g*“j“*_jg~h_-““—.§

Year No. of societies Membership Working capital(in lakhs) (in lakhs) (Rs.in crores)1950-51 1.80 137 2761960-61 3.32 352 13121970-71 3.20 644 68091880~81 3.26 1176 251191884-85 3.15 1410 377691985-86 3.21 1420 415481986-87 3.42 1465 47552
Source : Government of India, Ministry of Agriculture,

Dept. of Agriculture and Co-operative, (1888),
Co—operative Movement in India, A statistical
Profile, New Delhi, P.9

3.2 Origin of Co-operatives in Kerala.

The Co-operative movement in Kerala began in the second
decade of the 20th century. Co-operatives first appeared in the
erstwhile Travancore State in 1914 largely due to the initiative taken

by the State Government. The Trggeore Co-operative Societies
Regulation was promulgated in the same year.9 A co-operative
department was started in the following year.

3.2.1 Formation of co-operative societies in Travancore.

The first co-operative society in Travancore, (The Central. . . . , V 10 Hco~operat1ve Bank), came into existence 1n Nnvamhor_ 111w . lhn
membership in the flanks was opened to both societies and individuals.
The main objective was to finance the Primary Societies. In the first



year itself twenty five societies were registered. A number of
societies were registered in that year on communal basis but the
department was against the formation of such societies. Another
notable feature was the involvement of women in the co~operative
movement. In 1836 there were more than 25 thousand women members in

the co~operative societies. Further, there were nine societies
exclusively for women and most of them dealt with non"credit
activities.l1

In 1936 the number of societies, affiliated to the central
Bank rose to 712. The societies had a total working capital of about
Rs. 92 lakh. The average working capital and the average paid up
capital per society being Rs.5274 and Rs.2,050 respectively.

The primary society forms the unit and the basis of the
whole co-operative system. Two types of societies existed:
agricultural and non agricultural. A profile of the societies during
the period 1927-1936 is give in Table 3.5.
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Table 3.5

Performance of co~operatives in Travancore during 1927 -1936
ii:#111113$-1:?-11-1—-1&1}:0-t}jO—:—oX:n1:¢uw1:11:oQj:j::2:j-oj1¢Qrcox:-jxxjajjNO Of 70 NO Of 70 ‘/0

year societies of Membership of Working capital of
(in lakhs) As (in lakhs) As (Rs.in crores) As

1927 1 50 82 1.50 81.5 26 19 70 201928 1 62 92 1 77 80.0 46 O0 50 001929 1.69 91 1 95 78 2 54 18 50 001930 1 76 91 2 12 77.2 50 41 61 901931 1 79 81 2.19 75.6 55.92 59 801932 1.75 81 2.22 74.0 60 37 57 701933 1 71 82 2.28 71.2 65 15 55 701934 1 71 81 2.27 64.9 67 76 b4 201935 1 70 80 2.21 69.4 66 22 53 801936 1 72 80 2.18 69.6 120.34 71.40

Note: As— Agricultural Societies
Source : Pillai, Velu T.K (1940) op. cit. p.683

Though the co-operatives in Travancore were formed mainly
with a View to providing easy credit to the peasants, non-credit
Societies also existed in large numbers. The important non—credit
co-operative societies were insurance societies, house building
societies, women's societies, rural reconstruction societies,

"marketing societies, consumer‘s societies and school and college
societies.

3.2.2 The Great Depression and Co—operatives

The Great Depression in the 1930's witnessed the collapse of
many co—operative societies all over India. Native states also felt
its impact. In 1932 the Government of Travancore appointed the
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Co-operative Enquiry committee under the chairmanship of G.K Devdhar.

The Committee made a comprehensive survey and submitted its
recommendations in 1934 for the improvement of co—operative movement
in the state. The Government examined the recommendations and accepted

many of them and a new co-operative Act was passed in February 1973.

Despite much steps, the Co-operative movement in Travancore
languished till the end of second World Nar.12

The co-operative movement was introduced in the Cochin
State by 1910.13 There were sixty seven co-operatives at the end of
1904 and they were scattered throughout the 273 villages of the
State.14 The Cochin Co~operative Societies Act was passed in 1938.

When the States of Travancore and Cochin were integrated in
1949, a common co—operative act was passed (the Co—operative Societies
Act 1951).

Malabar which was part of the Madras State,was governed by
the Madras Co-operative Societies Act, 1932. For the enactment of
common law of co-operatives for all the region, Kerala had to wait
till 1969.15

The development of co-operatives during the period between
1936 and 1956 (till the formation of Kerala state) may be observed
from the Table 3.6
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Table 3.6

Performance of Co-operatives from 1936 to 1955-56 in Travancore,
Cochin and Malabar.

1X?“-'1-I-1‘-0-D-bl-I—0&-I---one-——--zen-1-on-1-—11-—¢-u-c-cg-¢..——cn--.—¢un—-auu—o-4-.-anc—£'¢-ug--...¢__.g-_....o._-—-—oo--.-nag.‘--——._1:

Year No. of societies Membership Working capital(in lakhs) (in lakhs) (Rs.in 1akhs>1936 1719 2.18 120.341945-46 1426 1.76 52.001950-51 2574 3.54 172.001955~56 2917 4.57 191.00
T11-80110100010-Di¥-111111111114&I:t:1:-2-——-1:32;.-Q-1::-110-n¢—-&n-—un-qr $u—- A-0: c--tux‘-u ourucuo-0% D--Qj

Source : (1) Velupi1lai,T.K.(1940), The Travancore State manual,
Government of Kerala, Trivandrum.

(2) Various issues of Administrative Report of Co­
operative Department, Government of Kerala,
Trivandrum.

The development of co-operatives since the formation of
present state of Kerala has been phenomenal. During the period 1955-56
to 1986~87, the number of societies increased from 2.92 thousand to
4.52 thousand; membership from 4.5? lakhs to 91.92 lakhs and working
capital from Rs. 191 lakhs to Rs. 126846 lakhs.

Though the number of co-operatives increased progressively,
the relative share of agricultural co—operatives has kept on
declining. Co-operatives have spread to agro-based industries, but
mostly to traditional industries like coir, handloom, handicrafts,
beedi and fisheries.

Based on the popularity of co-operatives in the agricultural
sector, several Committees recommended the establishment of
co-operatives in the coir sector.16 The Unemployment Enquiry
Committee, constituted by the Government of Travancore in 1949 also
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recommended the reorganisation of coir industry on a co~operative
basis. Based on these recommendations, the scheme was sponsored by the
Travancore-Cochin Government in 1950.

Table 3.7

Performance of co-operatives in Kerala from 1955-56 to 1986-87iTTjj-ijTZ““1“l11Xj_jXjjjjjjjjjjajjljjjjjjjijiiOijijjjjajjjgjj
Year No. of % No of % Working %

‘societies Agri Membership Agri Capital Agri
(in lakhs) (in lakhs) (Rs.in lakhs)

1955-56 2.92 63.5 4.57 57.5 191 45.01960~61 3.72 67.7 12.69 66.3 1027 66.81965-66 3.79 67.0 18.88 68.3 2638 82.01970-71 4.03 46.8 26.12 63.6 6048 79.91980-81 3.86 40.4 56.91 64.9 60323 61.8
1981-82 3.75 41.5 61.22 74.6 69045 58.5_1982-83 4.02 38.3 64.26 72.3 83065 50.61983-84 4.19 36.6 64.67 72.9 101090 59.3
1984-85 4.36 35.3 74.78 69.4 120694 57.61985-86 4.43 34.7 83.22 72.5 109674 59.11986-87 4.52 33.9 91.92 71.6 126846 59.1
j:1&jé:11j11i1j§111&1:111111111Z1111-tjtjfiiijjj-o-Qfi-not-—.-Q-11:3::1:i1:11:

Note : Agri-Agriculture
Sources : (1) Compiled from Administrative Reports of

Co-operative Department, Government of Kerala,
for various years. "

(2) Government of Kerala, (1988), Statistics for
planning 1983,86,88 Dept.of Economics and statistics,Trivandrum. ‘

Performance of coir industry may be seen from table 3.8 as follows:—
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Table 3.8

Performance of coir industry from 1974-75 to 1989-90j~—j“N\Jjjjjjjij“j
No.of members Husk Value of
(in '000) Purchased productionYear No.of Societies value (Rs in (Rs inlakhs). iakhs).

1974-75 196 80 70 1011979-80 409 196 148 6511980-81- 415 198 183 5231981-82 462 215 189 7211982-83 464 218 179 7501983-84 464 218 125 4951984-85 544 231 208 6991985-86 555 246 260 7961986-87 429 222 152 6631987-88 421 229 247 7381988-89 419 232 273 7931989-90 423 227 271 782
Sources : (1) Government of Keraia, (1989), Economic Review,

State planning Board, Trivandrum, pp.87-88
(2) Government of Kerala, (1998), Statistics for

planning Department of Economics & Statistics,
Trivandrum.

Handloom is another traditional industry in which the
co-operatives are popular. “Though the handioom industry in Kerala has
to tell a past history of centuries old, the co-operative movement in
the handioom sector is of a recent origin".17 Hithin a small span of
time co-operatives have attained a strong grip in the handloom
industry. This may be observed from the table 3.9
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Table 3.9

Number of societies, value of production and sales in the
Handloom co-operatives in Kerala.XXI???Xjijjijjj-in-njlciijx-ijjjjjjjZxtéjjj-1i--:1:-—hoéanfi-u-Q-¢c~—a-Qfino-n-1132T1311

Year No. of Primary Value of production value ofhandloom weavers (Rs.in lakhs) sale (R5.co-operates in lakhs)1972-73 432 550 4661980-81 552 1525 15571981-82 555 1635 16541982-83 564 1881 23421983-84 578 2242 22401984-85 578 2400 22421985-86 580 2500 25501986-87 580 3100 32001987-88 581 3340 34001988-89 590 NA NA1989-90 592 NA NA
Sources 3 (1) Government of Kerala, (1988), Statistics for planning

Directorate of Economic and Statistics, Trivandrum.
(2) Government of Kerala, Administration Report 1972,

1973 and 1976, Dept.of Industries, Trivandrum.

It is clear from Table 3.9 that the number of societies
increased from 432 in 1972-73 to 581 in 1987-88. The production of
handloom cloth in the co-operative sector increased from Rs.550 lakhs
in 1972-73 to Rs.3,340 lakhs in 1987-88. During the period the sales
increased from Rs.466 lakhs to Rs.3,400 lakhs. As per the
Administration Report of Industries Department (1972-73) the
co-operatives provided employment to three lakhs of people. The
authorities consider this as an important factor and have extended
their help in the sector. But a serious problem is that, the industry
cannot exist with the outdated technology,when, it faces strong
challenge from the other states with modern technology. Almost all the
traditional industries are facing such problems. Beedi cooperatives
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are the only traditional industry which successfully overcome the
external challenges.

Beedi co-operatives were established in 1968 in Cannanore
district to accommodate beedi workers numbering about 12,000 who were
unemployed due to the lock-out of Mangalore Ganesh beedi company . In
the beginning 3,000 workers out of 12,000 were selected and provided
employment in the 20 primary societies. Gradually, these societies
absorbed all the workers and created additional employment.

The number of societies, the number of workers employed, the
value of production and the value of sale may be observed from the
Table 3.10. It is clear that the number of co—operatives in the
beginning was 20 but it increased to 32 in 1985-86. All on a sudden
the number decreased to 22 since the Kairali beedi society with ten
primary societies were closed in 1986.

Now the Dinesh Beedi Co-operatives provide employment to
33,518 beedi workers. Sales increased from Rs. 13.27 crores in 1968-69

to-36.17 crores in 1987-88. Production increased from Rs.12.13 crores
in 1980-81 to Rs.34.97 crores in 1987-88. Thus beedi co~operatives
present a very encouraging picture.

In addition to the traditional co-operatives, different
types of co-operative societies are operating in Kerala - Marketing
societies, Housing societies, School, societies, Employees societies
and so on. But all these are service societies.
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Even though service co—operatives are predominant in the
State, manufacturing societies have not flourifihed in the industrial
sectors except in the traditional sector like coir, cashew and
handlooms. The traditional industries have several problems. One
among them being the use of outdated technology. Another is the
creation of co-operatives in order to rehabilitate the unemployed
This drawback may be rectified through induction of modern technology
and they can be made viable.

Table 3.10

Performance of Beedi Co-operatives in Kerala.

Year No.01 Societies. Workers Value of Value of
Employed production sales

(Rs.in crores).(in lakhs),
Ljjjfljjjijjltjjinfiolunqjjujcéfi-uI¢-ééofitjjwcjouj:.11Oi:-fiwcjuxjfihjxjjijxf u Q ~ Q - - czoc-Quuxoo-Quluj-ho-uj1968-69 20 -3000 N.A 13.271980-81 20 25000 12.13 12.551981-82 22 25000 13.41 14.141982-83 22 25000 15.53 17.191983-84 22 35000 15.29 20.151984-85 32 40000 N.A 23.421985-86 32 40000 28.26 28.731986-87 22 40000 33.30 34.201987-88 22 33518 34.97 36.171988-89 22 32670 27.04 28.081989-90 22 33771 44.23 45.66
Sources : (1) Economic Review (various issues)

(2) Government of Kerala, (1974), Administration Report
of Industries Department 1972-73, Department of
Industries, P.40.

Even though the authorities could realise the importance of
modernisation they are not willing to implement it due to several
reasons. Though they know the importance of modern manufacturing
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industries they are reluctant to start modern large and
industries in the co~operatives field. This can be realised from
Table 3.11.

Table 3.11
Performance of large and medium scale industrial co-operatives

in Kerala (1987~88)
{Loo-1&1jljfijédnzflfijaajnfiwqjrunnfiujdtjmojnjwu-Qcujcuwjcnouufi-n¢¢.—n-Dianaj;0ItIv—nQn—uo¢-Q-no-.010-jigjijofijfiod

medium

the

Sl.No. Sector Agro~based Engineering & Textiles Total
Electric1. No.of Units 9 l 4 142. Gross block(Rs.in lakhs) 1307 73 1234 26143. Turnover 3704 132 1812 10648

(Rs.in lakhs)4. Employment (nos) 1092 18 2015 3925
Source : Data compiled from Government of Kerala, (1888), State

Planning Board Publications, Trivandrum.

There are only 14 large and medium industries in the
co-operative field. They provide Job to 3925 workers and the
average employment per industry is 380. Further, agro~based
industries are predominant in this sector. From the Table 3.11 it
is obvious that the modern large and medium industrial
co-operatives are hardly seen flourished in the state.

Considering that the authorities have given emphasis to
small scale industries it is relevant to analyse the organisational
set-up in the small scale sector.

Table 3.12 shows that the share of co—operatives in the
small scale industry sector is declining.The relative share of



co-operatives to small scale industrial units decreased from 8.1 per
scent in 1979-80 to 2.55 per cent in 1989-90.

Table 3.12
Number of 8.8.1 Units and industrial co-operatives€111.-Iiéxirujjiiijjjjj-112 :1:-cujtjjjfijjjjjjjj1I:npu:—a:-n-j1u——.n——:o:-juntjxjxfi-2-0:

Year Total no of Industrial Percentage ofS.S.I Co-operatives Industrial Co-op.1979-80 15976 1289 8.101980-81 18954 1291 6.801981-82 21977 1316 5.981982-83 24884 1365 5.481983-84 28117 1465 5.211984-85 31499 1388 4.411985-86 35365 1515 4.281986-87 40342 1515 3.761987-88 47192 1550 3.281988-89 55427 1586 2.861989-90 63938 1631 2.55
Source :Economic Review, various issues.

Table 3.13 shows the progress of the industrial co­
operatives (industries class 200-399) in the small scale manufacturing

sector. In 1979-80 there were 934 co-operatives, but in 1986-87 there
were 1066 societies. Thus the progress (in terms of number of units)
of manufacturing industrial co- operatives is discouraging compared
to the progress of small scale industries.
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Table 3.13

Performance of manufacturing industrial Co-operatives
jjijojj-.é;.:..j;;¢-109113 113230-00:1}u-ijijn-jjj-oojjjjjix111-91-—u-1n.>—q—-n—Q-o—-azjx-fiuuhm:;g—q-«jgYear Total No: of No: of % manufacture

S.S.I Co-operatives manufacturing Co-operativesindustrial to the total
Co-operatives

tiiiiltééu-uj-2-01:-ucuu-o—-ypalu-1—.c:u1—.u:—--.—.._:;1,—:¢_._.,..:1_.._;j:-_.—-1g-u--1.-you--g-may-mxjjqjxyfix

1979~8O 1289 934 721984-85 1388 1270 911985-86 1515 1063 701986-87 1515 1066 70
1113111112109-ZZdlC——-it-it1v¢—IuII-it-—¢n—s-nan:-2::-sun--—.-an-a-1:.-u:11..-n—::dvoann:—p¢an¢—o—u—-u—.:...x1::x&x:

Source: Department of Industries and Commerce.

The proportion of manufacturing,including modern small scale

industries)co-operatives, in the total small scale industrial co
operatives is also given in Table 3.13. As is seen from the Table,
the period ~ 1984-85, recorded a significant increase in the
registration of manufacturing small scale industrial co operatives.In
the year (1984-85) 91 per cent of registered S.S.I co-operatives came
under the manufacturing sector. But on an average the manufacturing
S.S.I co-operatives in the total registered S.S.I co~operatives is
seen to around 75 per cent. This manufacturing sector can also be
classified into tuo groups, 200~289 and 300-399 according to
industrial classi£ication.The latter group is treated as modern
industries. Hence the present study is confined to these S.S.I
co-operatives which are come under the industrial class 300-399.

From the Table 3.14 it is evident that the rate of sickness
in small scale industrial co-operatives is far above the average rate
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of failure in the other forms of small scale manufacturing
organisations. According to the published statistics of Government of
Kerala, the sickness rate in the small scale industrial sector is
11.11 per cent (4.61 per cent is yellow and 6.50 per cent red).lUThus
any research in the field should naturally be focused on the reasons
for the "non-successful“ performance of the industrial co~operatives
in the small scale manufacturing sector.

The study by the Reserve Bank of India and others 19 have
concluded that the most important reason is managerial. Thus the
proposed study intends to examine this problem as well.

Table 3.14

Performance of the manufacturing industrial
co-operatives in the S.S.1 Sector of Kerala.

?1T1Tfi?&1&ZiXj1&Q¢&1:1:;qn——o1-wjjjyos-jxjjjzujxfin-o1:1:c1j1oc1utin-nu-1123111:1j:
Under % of working

Year No.of societies working Dormant liquidat- socities.
ion.

1978-79 934 341 394 199 371979-80 1270 358 637 275 281984~8S 1063 612 352 99 581985-86 1069 506 423 140 471986-87 1066 571 395 160 48
Source : Department of Industries and commerce, Governmentof Kerala.

In order to understand the managerial failure, it is
imperative to analyse the managerial process in the co-operatives. The
focus of the study then will be on the participation rate of the
workers in the managerial process. The workers are expected, in worker
owned organistions, by simple logic, apart from putting his productive



effort (labour input) to take part in the managerial process. The
study thus Hill focus its attention towards the decision-making
process, both tactical and strategic in the worker owned firms.
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CHAPTER~4

GROWTH, PRODUCTIVITY AND CAPACITY UTILIZATION
IN THE INDUSTRIAL C0-OPERAIIVES

Economic performance of a firm or an industry can be
evaluated in terms of indicators such as growth, productivity and
capacity utilisation. This chapter is devoted to the analysis of the
performance of selected units with the help of these indicators. The
discussion is organised in three sections. The concepts, measurement
and empirical_analysis of growth is presented in the first section.
The second section deals with the theory of productivity which is
followed by the empirical findings. The last section is devoted to
the analysis of capacity utilisation.

4.1. Growth

Growth is one of the most important features of the modern
industrial organisation . It has been argued that‘ growth is a
necessary condition for the long run survival of the firm in an
uncertain and constantly changing environment1 . Growth of enterprises
has also been emphasised as a means of using the existing productive. . 2 .resources more extensively or more effectively. Penrose mentions the
availability of unused productive resources,the ability to use labour



more extensively and the availability of new productive services, as
the internal inducements to expand. Barna 3 found that the effects of
technological change leading to rising productive efficiency meant
that there was an increase in the real capacity of firms including
management and that there were pressures in the firm to find way of
using itself. It is also indicated that the primary reason for the
pursuit of growth was the desire to preserve and strengthen the
existing management team. The theories of the optimum size in the
traditional theory, centre around the rate of growth concept. They
assure that although there may exit no effective constraints on the
.size of the firms, yet there are certain constraints on their rates of
growth 4

4.1.1.Hethod of estimating growth rate

Growth rate of a variable is defined as the rate of change
per unit of time, usually a year. It is generally estimated either by
arithmetic or statistical method. If there are 'n‘ observations then
the growth rate is obtained by the compound rate of growth obtained by

the formula pt=p0(1+r) where r is the average annua1.compound growth
rate , po and pt are the initial and terminal values and ‘T’ is the
time span.

Statistical estimation of the growth rate, usually referred
to as the trend growth rate, is based on growth equations. The growth
equations may be specified in alternative forms such as linear,
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exponential, quadratic, logistic, etc. Different statistical methods
such as the least square method , the maximum likelihood method,
etc, are employed to get the estimated values of the parameters.
Generally, the exponential trend equation of the form =X=Aebt is
estimated based on the least square principle. In the above equation,
the estimated value of the parameter 'b' gives the average annual
trend growth rate. The major advantage of the statistical approach is
that it makes it possible to test the statistical significance of the
estimated growth rate. Besides, it has the advantage of being a
summary measure derived from a series of observations. Hence the
present study is made on the basis of the model X=Aebt

4.1.2. Empirical analysis

Growth of an industry may be measured in two ways: vertical
and horizontal. The vertical aspects relate to the growth in the
number of units over time and the horizontal aspects refer to the
growth of output, value, employment and fixed capital. This section
attempts to analyse the growth pattern of industrial co~operatives
invidually and group-wise.

The growth of industrial co-operatives is analysed in terms
of selected economic indicators such as value of output, value -added
employment and fixed capital. The unit— wise analysis of each variable
is followed by industry-wise analysis.
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Growth indices of the output of the units are presented in
Table 4.1. The decennial averages of the indices of the output of
eight units, (01, 02, O3, O4, 05, 13, 15, 18) out of the total twenty
lie above the base value suggesting the tendency of positive growth.
However, the majority of the units show tendency of negative growth.
Table 4.2 gives the estimated trend growth of output. It is seen that
out of the twenty units, seven (01, 02, O4, 05, 13, 15, 18) show
positive trend growth of output. Three out of these seven units
produce drugs, medicines and allied products and are controlled mainly
by Ayurveda practioners. One unit which produces rubber products, is
controlled by rubber farmers. However the remaining three units,
producing agricultural implements, bell -metal products and machine
tools, are controlled by the workers of the concerned units
themselves. Analysis based on industrial classification is presented
below.

Table 4.3 shows the growth indices of output by industrial

groups. The decennial averages of the indices of the output of two
industries- ‘drugs, medicines and allied products‘ (304) and
‘manufacture of metal products not elsewhere classified (n.e.c.)
(349>- come above the base values, indicating a tendency of positive
growth.

The decennial average of the indices of the remaining five
industries~ ‘Rubber products n.e.c'. (312), ‘Plastic Products
n.e.c'.(3l3), ‘manufacture of fabricated structural metal products‘
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Table 4.1

Growth 109100! of output of thn Inits stalled

code 1990- 191- 1992- 1999- 1994- 1995- 196- 1997- 1999- 199­91 92 93 94 95 96 97 99 99 99
1 190.99 113.99 130.99 129.99 121.99 126.99 163.00 160.99 159.09 153.90
2 100.09 94.90 96.09 109.00 123.00 112.09 109.00 121.09 149.00 149.90
3 100.00 210.00 236.09 177.99 199.09 197.90 199.90 137.09 145.00 136.00
4 100.90 113.00 60.00 199.09 120.00 214.09 261.99 192.09 216.09 216.90
5 199.99 90.90 126.09 13.00 147.90 162.09 133.09 191.00 190.09 166.9
6 199.09 114.09 91.09 56.09 9.00 1.00 1.00 1.99 1.99 1.00
7 100.00 123.09 109.99 93.99 53.99 32.90 1.90 1.90 1.90 1.90
9 100.09 91.09 68.99 49.00 19.99 19.99 32.90 31.00 43.00 41.00
9 199.09 143.00 194.90 90.09 74.09 74.09 79.09 76.90 75.99 77.00
10 109.09 59.00 9.99 79.09 97.99 96.09 101.00 95.09 132.00 73.90
11 199.09 127.09 19.09 19. 34.90 22.00 15.00 29.90 37.09 41.09
12 190.09 79.00 296.00 299.90 63.09 24.09 9.90 24.09 23.09 103.90
13 109.09 109.09 139.90 217.99 199.00 162.99 163.09 172.90 176.99 191.09
14 109.09 49.00 126.00 91.90 90.90 69.90 43.00 23.00 39.00 13.90
15 109.90 645.00 974.09 990.99 765.99 929.00 997.00 979.00 991.99 979.00
16 190.09 99.00 126.99 736.09 93.90 14.00 109.99 56.09 109.90 104.90
17 199.99 70.90 74.99 64.99 49.99 57.99 59.00 49.99 34.00 44.99
19 100.00 121.00 114.99 93.99 120.09 143.00 123.90 124.00 123.00 134.09
19 100.90 92.09 90.00 99.09 97.99 91.99 99.00 99.09 91.09 90.00
20 109.90 99.90 92.99 92.00 91.99 67.90 60.00 56.00 59.90 55.90
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Table 4.2

Summary result 01 estxnated trend equatxons of
output of the un1ta studxed

2.

Unxt code Estxmated equatxon R Annual trend growth
rate

01 ln0T = 4.62 + 0.U49bT# 0.79 4.05
(0.009)02 1n0T 4.6? + 0.0475T¥ 0.32 4.75
(0.010)03 1n0T 5.19 n 0.0143T 0.03 ~1.43
(0. 029)04 ln0T ' 4.29 + 0.1252T# 0.64 12.62
( 0. 003)0'5 ].u(')'1' 4 .136 + 0 . 06931‘* 0.76 6.82)
(0.013)06 ln0T 5.6? ~ 0.6700T* 0.84 ~67.0b
(0.103)» U‘! 1110'!‘ - 6 .:3t;. 1) .m'i?..‘J'1':4< 4) .139. --60 .29
( 0. 1.15 )00 1u0T 4.35 ~ 0.1119T# 0.38 -11.19
(0.057)09 1n0T ' 4.76 0.b314T¥ 0.57 ¥53.74
(0. 016)10 1n0T " 4.36 ~ 0.0a34T 0.10 -3.34
(0.024)11 1n0T 4.03 ~ 0.0925T 0.10 ~9.Zb
(0.071)12 ln0T 5.14 ~ 0.1909Txx 0.20 ~13.59
( U. 1 16)13 1n0T - 4.73 + 0.0h00T* 0.49 5.00
(u.uz1)14 1n0T ~ 0.02 ~ 0.1901T# 0.09 ~19.01
(0.940)15 ln0T ‘ 5.78 + 0.1468Tx 0.41 14.60
(0.061)16 ln0T * 4.34 — 0.013zT 0.01 ~1.3a

. (0.079)17 1n0T - 4.54 — 0.0097T* 0.79 -8.07
(0.016)18 1n0T 4.64 + 0.0854T¥ 0.37 3.54
(u.o12)019 1n0T - 4.58 ~ 0.0174Tx 0.89 ~1.74' (0.004)20 1n0T 4.68 * 0.0731T* 0.94 ~7.31
( 0. 00'?)

*-—.'“"‘

Figures in the paranthesis represent standard error
* Bzgniricant at 5 Per cent probabxlxty level
*1 Significant at 10 Per cent probabxlmty level

-nun-u-1--on-uo-unp—u-913-0‘ *1‘
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Table 4.3.

Growth indxces of output of the unxts according
to the xnduatrial groups

code 198U~ 1981~ 19H2:WmIg;é~ 1é84~ 1885- v1986~ 1987- 1985- $988­
81 82 83 84 H5 86 B7 88.j H9 90—.— 1......

304 100 138 113 118 130 161 lud 160 174 171
313 100 113 105 96 70 65 43 63 59 54
313 LUU 95 xuz b1 81 21 ea 34 45 46
340 100 ?4 78 76 78 61 61 63 71 92
343 LLNJ 71 187 104 111 105 4 8? Yb Ud B6
340 1UU 430 559 540 485' 499 685 541 610 599
357 100 93 87 ab 67 U0 8U 69 50 62
+360 100 93 96 91 04 80 79 bb 63 60



(340),' manufacture of machine tools their parts and accessories
(357) and ‘manufacture of electrical industrial machines, apparatus
and parts'(360)- fall below the base value, indicating the tendency of
negative growth.

Further, the estimated growth equations presented in Table
4.4 reveal the exponential trend of output of various industries. Two
industries (304, 349) show increasing trend while the remaining six
industries (312, 313, 340, 343, 357 360) exhibit declining trend.
The trend growth rate of metal products industry, not elsewhere
classified (n.e.c)' (349) is the highest, namely 5.02 per cent per
annum . The peculiarity of this industry is that the units in this
industry are controlled mainly by the workers. The industry 304 which
registered the next highest growth rate 2.75 percent is controlled
mostly by Ayurveda medical practioners, the workers in them having
little say in management

The growth indices of the value—added of the units are
presented in Table 4.5. The decennial averages of the indices of the
value— added of ten units (01, 02, 03, 04, 05, 10, 13, 15, 16, 18) lie

above the base values indicating a tendency of positive growth. The
trend growth of value addition of all the 20 units under study is
presented in Table 4.6. As in the case of output growth, seven units
(0l,O2,04,05,l3,l5,16) show positive trend growth rates in
value-added also. Industry*wise performance given in Table 4.7
shows that the decennial averages of the indices of three industries
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Table 4.4

Bunnary result of estimated trend equations of
output according to the industrial groups

w%=&-uh

Ind. code Estimated equation R Annual trend grouthrate
304 in0T = 2.00 + 0.0275Tm 0.00 2.75

(0.005)312 1n0T = 2.08 ~ 0.0399T¥ 0.73 -3.09
(0.009)313 lnOT 2 1.95 - 0.U500T¥¥ 0.24 —5.00
(0.025)340 ln0T = 1.91 ~ U.0O77T 0.10 -0.77
(0.000)343 150T = 2.05 ~ o.0139T 0.10 -1.00
(0.010)349 1n0T = 2.38 + 0.05021: 0.41 5.02
(0.020)357 in0T = 2.03 - 0.0z73T¥ 0.75 -2.73
(0.006)360 1n0T = 2.04 — 0.0257T¥ 0.75 -2.57
(0.003)

Figures in the paranthesis represent standard error
¥ Significant at 5 Per cent probability level
8* Significant at 10 Per cent probability level
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Table 4.5

Grouth indicts of value Iddld of thl Inlts Itndlod

code 1980- 191- 1982- 1883- 1984- 1985- 1986- 1987- 19- 199­81 82 83 84 85 .86 87 8 88 90
1 100.00 109.00 137.00 120.00 124.00 129.00 138.00 209.00 143.00 195.00
2 100.00 9.00 104.00 121.00 _152.00 136.00 128.00 138.00 148.00 151.00
3 100.00 304.00 342.00 242.00 255.00 257.00 254.00 189.00 193.00 178.00
4 100.00 106.00 89.00 102.00 182.00 301.00 314.00 275.00 320.00 314.00
5 100.00 91.00 108.00 115.00 148.00 164.00 126.00 257.00 248.00 156.00
6 100.00 105.00 84.0 46.00 15.00 1.00 1.00 1.00 1.00 1.00
7 100.00 109.00 101.00 75.00 43.00 21.00 1.00 1.00 1.00 1.00
8 100.00 87.00 64.00 50.00 17.00 13.00 26.00 20.00 41.00 37.00
9 100.00 113.00 63.00 55.00 46.00 48.00 55.00 53.00 22.00 24.00
10 100.00 87.00 107.00 98.00 108.00 104.00 141.00 13.00 159.00 102.00
11 100.00 140.00 17.00 17.00 60.00 31.00 16.00 45.00 60.00 61.00
12 100.00 65.00 166.00 210.00 91.00 26.00 22.00 26.00 23.00 92.00
13 100.00 137.00 140.00 185.00 178.00 165.00_ 176.00 177.00 181.00 208.00
14 100.00 10.00 183.00 81.00 78.00 36.00 20.00 3.00 61.00 10.00
15 100.00 329.00 465.00 285.00 156.00 875.00 890.00 780.00 780.00 760.00
16 100.00 87.00 121.00 518.00 93.00 66.00 81.00 55.00 177.00 173.00
17 100.00 72.00 115.00 59.00 52.00 57.00 58.00 46.00 27.00 41.00
18 100.00 152.00 145.00 106.00 136.00 142.00 102.00 110.00 107.00 130.00
19 100.00 90.00 34.00 30.00 32.00 33.00 32.00 62.00 65.00 58.00
20 100.0 84.0 86.00 72. 70. 54. 52. 51.00 82.00 79.00
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Table 4.6

Summary result of estieated trend equations of
value added of the units studied

2
Unit code Estimated equation R Annual trend growthrate
01 lnVT = 4.56 + 0.0635T¥ 0.68 6.35

(0.015)02 lnV‘l' '= 4.5!: + 0.0502'l.'¥ 0324 13.02
(U.UJ U)03 lnVT - 5.42 — u.uu4sr 0.01 ~u.49
(H.l:4H)04 lnVT = 4.30 + 0.1b63T* 0.81 16.69
(0.028)05 .lnVT 4 4.43 + 0.0953T¥ 0.65 0.53
(0.025)06 lnVT = 5.70 ~ 0.66B9T¥ 0.95 -66.89
(0.101)07 LnVT = 6.20 ~ 0.67Z9T¥ 0.85 —6?.8B
(0.088)08 lnVT = 4.35 ~ 0.1349Tx 0.35 -13.48
(0.065)03 1nVT = 4.78 - ().l‘.‘>2.2.'l'¥ 0.75:! -10.28
(0.028)10 l.nVT = 4.66 - 0.031)!-3'.[‘ 0.02 -3.08
(0.081)11 lnVT = 3.95 ~ 0.03B5T 0.02 *3.85
(0.088)12 lnVT = 5.01 * 0.0204T* 0.58 ~ 3.04
(0.0£i‘d)13 1nVT = 4.77 + 0.0S01T* 0.67 5.61
(0.014)14 lnVT = 4.62 - 0.2036Ttx 0.23 -20.36
(0.138)15 LnVT 3 5.01 + 0.1941T¥ 0.5? 19.41
(0.059)16 1nVT = 4.08 + 0.U533T 0.08 6.33
(0.074)17 .l.nV'1' =-= 4.70 -- 0.11’/HT: 0.72 --11.713
(0.036)18 1nVT = 4.85 ~ 0.U094T 0.03 -0.94
(0.019)19 1nvT 2 4.01 ~ 0.0a39T 0.25 -2.39(0.053) '20 1nVT = 4.47 — 0.0372T¥x 0.23 ~3.72
(0.024)

Figures in the pavantheais represent standard error
* Significant at 5 Per cent probability level
*3 Significant at 10 Per cent probability level
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Table 4.7.

Growth indices of value added of the industrial groups

code 1980- 1981- 1983- 1983- 1884- 1985- 1986- 1997- 1888- 1989­81 83 B3 B4 85 86 87 89 B9 90
304 100 132 154 331 206 309 371 336 342 338
312 100 85 78 69 49 3U 23 45 47 38
313 100 82 107 114 118 108 105 65 68 60
340 100 183 115 92 76 49 23 86 103 37
343 100 88 188 163 173 144 B8 88 92 128
348 100 253 360 189 181 576 721 625 606 640
357 100 97 96 79 72 71 78 64 41 58
360 100 B1 41 67 62 49 H1 63 61 60
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(304, 343, 349) are above the base values. The estimated growth
equations of value~ added for the industrial groups presented in
the Table 4.8 indicate that value-added of two industries (304, 349)
are positive. It is observed that, as in the case of output, the
manufacture of metal products had the highest annual trend growth
rate,8.20 per cent per annum.

Growth indices of the employment of the units, are presented
in Table 4.9. The decennial averages of the indices of three units
(01, 18, 20) lie above the base value indicating positive growth in
the employment generation. In the case of the majority of the units,
the rate of growth of employment is seen,however, either zero or
negative. The annual trend growth rates (Table 4.10) of employment
of four units (01, 18, 19, 20) are positive.

The performance of the growth of employment of the
industrial groups are given in Table 4.11. The decennial averages of
the indices of the employment of the_two industries (304, 360) come
above the base value, two keeping (340, 343) the same level and four
(312, 313, 343, 357) lying below the base value. Thus employment
generation shows little significant change. Estimated trend values
further confirm this observation specifically. The industry 360 has
shown 0.68 per cent annual compound rate of growth in employment while

the industry 304 records 0.27 per cent growth. Two industries (340,
349) have shown no significant change and others have shown negative
growth (Table 4.12).
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Table 4.8

Bunary result of estimated trend equations of value
added according to the industrial groups

01nd. code Estimated equation R Annual trend growthrate
304 1nVT = 2.06 + 0.06l1T* 0.85 6.11

(0.008)312 lnVT = 2.04 - 0.0SO0T¥ 0.69 -6.00
(0.010)313 1nVT = 8.09 " 0.0249Tt 0.49 ~2.49
(0.009)340 LDVT = 2.09 ~ 0.0427T¥ 0.29 -4.27
(0.024)343 lnVT = 2.13 - 0.008BT 0.04 ~0.BB
(0-015)349 1nVT = 2.08 + 0.0B20T¥ 0.53 8.20
(0.024)357 1nVT = 2.05 - 0.0342Tx 0.77 -3.42
(0.007)360 lnVT = 1.8? ~ 0.01D8T# 0.03 -1.08
(0.013)

Figures in the paranthesis represent standard error
8 Significant at 5 Per cent probability level
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Growth indicts of cquloynut of ti nits Itndlod

7&1! 1.0

code 1080- 1901- 1002- 1003- 1004- 1005- 10%- 1007- 1080- 1000­01 02 03 04 05 W 07 00 00 00
1 100. 00 100. 00 157 . 00 157 . 00 157 . 00 157 . 00 157 .00 157 . 00 157 . 00 157 . 00
2 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
3 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
4 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.1!) 100.00
5 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.1!) 1111.00
6 100.00 100.00 100.00 100.00 20.00 20.00 20.00 20.00 20.00 20.00
7 100.00 100.00 100.00 100.00 00.00 04.00 39.00 30.00 30.00 30.00
0 100.00 100.00 100.00 100.00 07.00 87.00 87.00 87.00 07.00 07.00
0 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
10 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
11 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
12 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
13 100.00 100.00 100.00 100.00 70.00 70.00 70.00 70.00 56.00 56.00
14 100.00 110.00 100.00 100.00 80.00 80.00 60.00 00.00 60.00 50.00
15 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
16 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 1W.00 100.00
17 100.00 05.00 04.00 02.00 08.00 08.00 00.00 00.00 00.00 80.00
10 100.00 100.00 122.00 121.00 116.00 116.00 115.00 112.00 112.00 107.00
10 100.00 100.00 24.00 24.00 03.00 03.00 03.00 03.00 03.00 03.00
20 100.00 100.00 117.00 117.00 117.00 117.00 117.00 117.00 117.00 117.00
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Tlblc 4.10

Summary result of estinatcd trend equations of
enploynent of the units studied '

3
uu1c code Hstxmated equation R Annua1 trend growthrate
01 1nLT = 4.73 + 0.0437T# 0.40 4.37

(0.016)02 1nLT = 4.61 + 0.0000T 0.00 -~-­
(0.000)03 lnLT = 5.61 + 0.0000T 0.00 —---­
(0.000)04 1nLT = 4.61 + 0.0000T 0.00 —---­
(0.000)05 1nLT = 4.61 + 0.0000T 0.00 —--­
(0.000)06 lnLT = 4.92 - 0.a341Tx 0.72 -23.41
(0.051)07 lnLT = 4.8? ~ 0.1369Tt 0.76 -13.69
(0.037)08 1nLT = 4.63 ~ 0.0803T* 0.73 -2.03
(0.004)09 1nLT = 4.61 + 0.0000T 0.00 ----- -­
(0.000)10 1nLT = 4.51 + 0.0000T 0.00 -—--—
(0.000)11 1nLT = 4.61 + 0.0000T 0.00 ---- ~
(0.000)12 lnLT = 4.61 + 0.0000T 0.00 - ---­
(0.000)13 1nLT = 4.77 w 0.06B2Tm 0.04 ~6.83
(0.010)14 1nLT = 4.81 - 0.0795T* 0.82 -7.95
(0.013)15 lnLT = 4.61 + 0.0000T 0.00 -~~-­
(0.000)16 1nLT = 4.61 + 0.0000T 0.00 -—-­
(0.000)17 1nLT = 4.50 ~ 0.0130T¥ 0.75 -1.30

M (0.003)18 1nLT = 4.69 + 0.0049T 0.05 0.49
(0.008)19 1nLT = 3.95 + 0.0586T 0.09 5.86

, (0.064)20 1nLT = 4.65 + 0.0152T¥ 0.48 1.52(0.006) 0
,Figures in the parenthesis represent standard error
¥ Significant at 5 Per cent probability level
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Grouth indicos of the euploynant of the industrial groups
Table 4.11

code 1980­ 1981­ 1982* 1983- 1984- 1985" 1996- 1887~ 1988- 1989*B1 92 83 B4 85 86 87 BB 99 90
304 1 00 1 U0 1 00 1. 0'5 1 05 1 O5 1 O5 1 O3 1 U3 1 05
312 100 100 100 100 72 64 47 47 47 47
313 100 100 100 B9 83 B9 89 89 99 89
340 100 100 100 100 100 100 100 100 100 100
343 100 100 100 100 100 100 79 68 79 59
349 100 100 100 100 100 100 100 100 100 100
357 100 97 1U1 97 96 95 94 94 94 83
380 100 88 97 98 110 110 110 110 110 110
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Table 4.12

Buunary result of estimated trend equations of
cnployuent according to the tndustrtnl group:

2
Ind. code Estimated equation R Annual trend growthrate
304 1nLT = 8.00 + 0.0037T¥ 0.64 0.27

(0.001)312 lnLT = 2.09 ~ 0.0480T¥ 0.98 -4.30
(0.006)313 1nLT = 2.00 ~ 0.0064T¥ 0.64 ~0.64
(0.003)840 lnLT = 3.00 + 0.0000T 0.-- 0.00
(0.000)343 1nLT = 2.09 - 0.0z42T¥ 0.71 -2.42
(0.006)349 1nLT = 2.00 + 0.0000T 0.-- 0.00
(0.000)357 1nLT = &.00 ~ 0.0035T¥ 0.78 -0.35
(0.001)360 lnLT = 1.98 + 0.0068T# 0.67 0.68
(0.002)

Figures in the parenthesis represent standard error
3 Significant at 5 Per cent probability level
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Growth indices of fixed capital of industrial units are
presented in Table 4.13. The decennial average of the indices of the
fixed capital of eight units( 01, 02, 03, 04, 05, 06, 11, 15> come
above the base value and the trend values are given in the Table 4.14.

The growth indices of the fixed capital of the industries
are shown in Table 4.15. The decennial average of the indices of
fixed capital of the industry 304 comes above the base value
indicating the tendency of growth of fixed capital while the average
value of the remaining seven industries falls below the base value
showing the tendency of declining growth. Estimated trend values of
the fixed capital of the units on the basis of the industrial groups
are presented in Table 4.16. It is obvious from the table that only
one industry, 304, has registered positive trend growth of fixed
capital (1.12 per cent) and all the other industries had negative
growth.

From the above discussion, it is clear that the growth
performance of industrial co-operatives, on the whole, has been poor
.However, certain units which are controlled by workers themselves
present a better picture. Similarly some units belonging to specific
industrial groups such as ‘drugs, medicines and allied products‘ and‘

metal products not elsewhere classified‘ show comparativley better
performance.
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Tlbln 4.13

Breath lndlcu of fixed capital of 0! unit: studied

1900- 191- 1902- 1903- 194- 190- 1906- 197- 190- 1909­01 02 03 04 05 06 07 00 09 90

¢¢DI'QO'I(J'IuFr¢0!‘¢l-"§

100.00 91.00 83.00 93.00 07.00 122.00 110.00 114.00 109.00 105.00
100.00 104.00 109.00 96.00 09.00 70.00 73.00 140.00 145.00 144.00
100.00 101.00 210.00 227.00 213.00 204.00 202.00 216.00 209.00 209.00
100.00 112.00 112.00 120.00 122.00 121.00 126.00 120.00 129.00 129.00
100.00 ' 110.00 101.00 131.00 160.00 120.00 150.00 296.00 322.00 204.00
100.00 103.00 117.00 109.00 106.00 106.00 106.00 106.00 106.00 106.00
100.00 101.00 97.00 96.00 92.00 07.00 05.00 04.00 04.00 02.00
100.00 99.00 97.00 96 00 95 00 94.00 93.00 92.00 05.00 94.00
100.00 00.00 95.00 94.00 93.00 91.00 90.00 06.00 05.00 04.00
100.00 96.00 92.00 00.00 0.00 01.00 79.00 77.00 74.00 172.00
100.00 9.00 95.00 93.00 91.00 95.00 93.00 91.00 152.00 151.00
100.00 99.00 99.00 90.00 90.00 9.00 90.00 90.00 90.00 90.00
100.00 90.00 96.00 93.0 90.00 00.00 06.00 105.00 104.00 101.00
100.00 90.00 95.00 93.00 95.00 91.00 90.00 00.00 _05.00 09.00
100.00 106.00 107.00 109.00 106.00 102.00 91.00 100.00 101.00 99.00
100.00 9.00 95.00 93.00‘ 92.00 90.00 00.00 02.00 05.00 04.00
100.00 96.00 93.00 90.00 99.00 97.00 95.00 94.00 93.00 91.00
100.00 93.00 06.00 01.00 00.00 74.00 01.00 60.00 67.00 65.00
100.00 96 00 95.00 94.00 94.00 00.00 06.00 03.00 02.00 01.00
100.00 97 00 90.00 91.00 93.00 91.00 09.00 00.00 01 00 79.00
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Table 4.14

Suluary result of estimated trend equations of
fixed capital of the units studied

2
Unit code Estimated equation R Annual trend growthrate
01 1nKT 2 4.47 + 0.0263T¥ 0.36 2.63

(0.013)02 1nKT = 4.45 + 0.0368T 0.17 3.68' (0.030)03 1nKT = 5.03 + 0.04z1T 0.28 4.21
(0.024)04 1nKT = 4.65 + 0.0248T# 0.84 2.48
(0.004)05 1nKT = 4.03 + 0.0114Tx 0.70 1.14
(0.026)06 1nKT = 4.66 + 0.0009T 0.01 0.09
(0.005)07 1nKT = 4.65 - 0.0256T¥ 0.05 -2.56
(0.002)08 1nKT = 4.59 — 0.0074T* 0.71 ~0.74
(0.003)09 1nKT = 4.58 - 0.0149T# 0.67 -1.48
(0.004)10 1nKT = 4.63 » 0.0366T¥ 0.99 -3.66
(0.001)11 1nKT = 4.42 + 0.0400T* 0.36 4.00
((1.018)12 1nKT = 4.60 ~ 0.0018T¥ 0.62 -0.18
(0.001)13 1nKT 2 4.54 + 0.0042T 0.03 0.42
(0.008)14 1nKT = 4.61 ~ 0.0155Tu 0.07 -1.55
(0.002)15 1nKT = 4.67 ~ 0.0082Tm: 0.22 . -0.82
(0.005)16 1nKT = 4.62 m 0.0211Tn 0.93 -2.11

M (0.002)17 1nKT = 4.58 - 0.0053Txx 0.22 -0.53
(0.004)18 lnKT = 4.61 m 0.0449T* 0.91 -4.49
(0.005)18 1nKT = 3.63 - 0.0243T¥ 0.96 -2.43
(0.002)20 1nKT = 4.62 — 0.0217T¥ 0.83 ~2.17
(0.003)

(Figures in the paranthasis represent standard error
1 Significant at 5 Per cent probability level
It Significant at 10 Per cent probability level



Table 4.15

Growth indiccs of fixed capital of the industrial groups

code ‘1990- 1991- 1992- 1999- 1994~ 1995- 1999- 1997- 1999- 1999»91 92 99 94 99 B6 97 99 99 90
904 100 11z_ 119 119 120 119 124 130 191 190
912 100 101 104 101 97 95 94 99 92 91
313 100 99 99 95 94 93 92 91 99 92
940 100 99 97 97 99 97 99 95 99 99
949 100 99 95 99 94 90 99 92 99 92
1949 100 102 101 102 99 99 90 91 94 92
957 100 99 92 99 95 94 99 99 99 99
[990 100 99 92 95 99 91 99 99 92 90
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Table 4.16

Summary resnlt of estimated trend equations of
fixed capital according to the industrial groups

8
Ind. code Estimated equation. R Annual trend growthrate
304 lnKT 1 2.02 + 0.0112T¥ 0.88 1.12

(O. 002.)312 LnKT = 2.03 ~ 0.UU60Tm 0.84 ~0.6U
(0.001)313 1nKT = 2.36 - 0.0343T 0.11 ~3.43
(U . 035)340 1nK'I' '-'= 1 . B9 - 0.00041‘ 0 . 03 --0 . 04
(0. 001)343 1nKT = 1.99 — U.0046T# 0.68 ~O.46' (0.001)349 1nKT = &.O3 ~ 0.0059T¥ 0.73 -0.59
(0.001)abv 1nKT = 1.99 - 0.UU51T* 0.62 ~0.51‘

” (0.001)360 lnK’I‘ ' ‘.2 . 00 -- 0 . 0I)9"f‘J'.‘=I= 0 . 92 -0.97
(0.001)

Figures in the parenthesis represent standard error
* Significant at 5 Per cent probability level
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4.2. Productivity

Productivity expresses input-use efficiency of the
production process and productivity growth is recognized as a key
feature of economic dynamics. The rate of industrial growth is
determined by the rate of expansion in productive resources employed
in industry and overall efficiency in the use of resources, viz. the
rate of improvement in total factor productivity.

4.2.1. Measures of productivity

Productivity is measured using different methods. The
difference among these methods arises from the different connotations
attributed to the concept of productivity. These methods may broadly
be classified into:

(a) Partial productivity measures, and
(b) Total productivity measures.

4.2.1.1. Partial Productivity measures

This section explains the partial productivity measure,
especially, labour productivity and capital productivity. The
simple indicator of productivity is the partial productivity measures
derived in terms of single input, other inputs assumed to remain
constant. This indicates the presence of as many partial productivity
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ratios as the number of individual inputs. Partial productivity ratio
may be expressed either as average or marginal. Average productivity
ratio is the output per unit of input.

In the context of production process involving two factor

inputs (xland X2) ,the average productivity ratios are defined as
follows:

Average productivity of X1: —fl”

‘ Average productivity of X2= -3»
[0

Where '0' is the total level of output and X and X are thel 2
levels of two inputs used.

Marginal productivity approach presupposes the existence of
a well-defined production function. Given the production function

Q: f(Xl, X2) the marginal productivities are determined as:

Marginal productivity of (X ),1

60MP .: _.____ ......__.1 6X1
0

= £1(X1,X2) and

Marginal productivity of (X2),
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MP Q-0-1::-use-owl. --o—.-Q

If the production function is homogeneous then the
productivity ratio is expressed as constant proportion of average
productivity ratio.

4.2.1.1.1. Labour productivity

Labour productivity is a commonly used partial productivity
indicator. It is broadly defined as the ratio of output to the
corresponding input of labour, labour being measured in terms of
number of workers or man hours. Labour productivity thus measured in
terms of output-labour ratio does not necessarily reveal the intrinsic
efficiency of labour. Rather, it indicates the saving achieved in
labour use as a result of overall productive efficiency of factor
substitutions. Further, productivity ratio could become a misleading
indicator if it is not understood in its proper sense. As average
labour productivity is a simple ratio between output and labour input,
rising productivity need not.necessarily reflect a real gain. If
output decreases sharply and employment decreases even more rapidly,
productivity will show increase eventhough it will not have made any
contribution towards economic or social gains. It is therefore,
imperative that while interpreting the ratio one must take cognizance
of the physical changes in output in juxtaposition with the direction
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in which such change takes place. Despite its limitations, labour
productivity is often used to measure the savings in labour use in
producing a given output. Further productivity or any other partial
productivity index may correctly reflect changes in productive
efficiency as long as the movement in labour and other resources are
proportional or nearly proportional7.

4.2.1.1.2 Capital productivity

Similar to the concept of labour productivity, capital
productivity is defined as output per unit of capital. Capital
productivity being a partial measure like labour productivity has the
same set of limitations. Further, capital productivity measured in
terms of output— capital ratio reflects not only the use efficiency of
capital but also the level of technology in use. Therefore, capital
productivity ratio alone can not be regarded as a base for drawing
conclusions on capital use efficiency . Above all, the measurement of
capital poses several difficulties which make it a formidable task to
arrive at reliable estimates of capital productivity. In fact, it has
been argued that it is‘ impossible to construct an index of the
quantity of capital as capital is essentially a value concept that is
affected by changes in the relative factor prices- interest and wage
rates (Robinson, 1955). Also the technology factors are such that,
several types of machines are either complementary or substitutes as
‘required by the aggregate condition. Nevertheless, capital
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productivity ratio is commonly employed in productivity studies and
its inverse is interpreted as capital required per unit of output.

4.2.1.2. Total Factor Productivity

Partial productivity measures express the productive
efficiency of a given individual input. These measures do not express
the overall productive efficiency of the firm. Total factor
productivity (TFP) is the measure employed for this purpose. The
analysis of TFP is carried out,in general, in terms of three indices­
Kendrick, Solow, and Translog. The Translog index alone is presented
in the text of this thesis since we find that all the three indices
show the same trend. (The other two indices are given in the
Appendix)

Estimates of total factor productivity are designed to
provide an indication of the change in the overall efficiency with
which the resources are utilized in the production processe. If input
and output consist of a single homogeneous commodity the total factor
productivity is equal to the rate of growth of output minus the rate
of growth of input. In a multi-product, multifactor case, the total
factor productivity growth is the difference between the ‘rate of
growth of aggregate output and the rate growth of the sum of the
weighted inputss.
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4.2.1.2.1 The Kendrick Index

The Kendrick Index is an arithmetic index when factor inputs
are combined arithmetically with the base year as fixed weights. It
implicitly assumes a homogeneous production function. The Kendrick
measure of factor productivity is defined as:k VtA = (1)t H.Lt + r'Kt
Where A is the Total productivity V,L and K are value-added, Labour
and Capital respectively and No and ro are rewards (or factor
payments) to labour and capital respectively. If all the variables
are expressed in index number with a common base, the index of total
factor productivity growth is obtained as follows:

From equation (1) we have
Vt W L + r K. .-—-- = A(t). ' t ' t (2)V. V.

w <1. L > 1- <1: K >-- A(t-~) [ ' (V :1)‘ + ' ' t <3)L 0 0 <v.__1<.>
= A(t) fa (L /L) + rs (K /K) ‘4’L I‘ t I 0 t o
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V Vt/ 0ie At = (5)
do (Lt/L0) + H0-(Kt/KO)

Where a0 and fig are the factor shares in the initial period. The
assumption of linear production function of the form V = aL + flK,
perfect substitutability between labour and capital along with the
profit maximisation, are implied in the formula. This index has been
extensively used by Schomokler, Abramovitz and Kendrick and is called
the SAX index. Even though it is easy to calculate this arithmetic
index, it has certain limitations. The most important limitation is
that it is based on a linear production function which fails to allow
for the possible changes in the marginal productivity of factors.

4.2.1.2.2 Solon Index

Solon suggests a new measure of total factor productivity
which he calls “technical change" defined as a shorthand expression
for any kind of shift in the production fuction. . This measure
assumes that: (1) the production function is linearly homogeneous in

labour and capital, (2) the factors are rewarded according to their
marginal products, and (3) there is neutral technical progress,
implying shifts in the production function leaving the marginal rate
of substitution among factors unchanged. Accordingly, the production
function takes the form.

Vt = A(t) f(Lt, Kt) <1)
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Where V,L,K and A represent the value added, Labour Capital and
measurement of the accumulated effects of shifts in the production

function over time. By differentiating equation (1) totally with
respect to time.
We get:

dV or dL Bf dK dA- = A —— ——— + - + f(LK)——— (2).dt 0L dt OK dt dt
Dividing equation (2) by V : A(t) f(L,K) and denoting the time
derivatives by dots.I I I IV A or L 01 K .v"‘:2:"""a‘:: "".=':"*“3‘K""v— ‘3’
The marginal productivity conditions for labour and capital imply.
£V L
5E ‘V? _ SL and 9X wéu = S where S and S are shares of labour6K V L K
and capital.

Substituting the results in equation (3) we obtainI I I IV = A + SL L + SK K (4)A A L KI I
denoting ~%— ( the proportionate growth of V ) by §,—%— by AI I
—%— by E and —g— by E , we may write equation (4) as
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V'='Z + s L + s K or
X H < l O’! L" -5‘ 0'1 HL K (5)

Equation (5) tells us that the rate of growth of total factor
productivity is equal to the difference between the rate of growth of
value added and the weighted sum of the rates of growth of labour and
capital, the weights being the respective shares.

It is possible to write the above basic equation in
different forms ,we have:

= (V—L) ~ 5“ (K-L) (6)
where (V - L) is the rate of change in labour productivity (V/L)
and (K/L) is the rate of change in capital per unit of labour

as now­

input (K/L). Denoting (V-L)=P and (E-E)=Q equation (6) becomes

A = P - S Q (7)
using equation (7) we can estimate proportional change in total factor
productivity, given the series of labour productivity and capital
labour ratios and the share of capital. A series of technical change
can be derived from the identity.

I V

Axt+1> = A Vt)[1.+ AA‘tA(t) ] assuming A(0) = 100
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The Solow measure, unlike the previous one, uses changing weights.

4.2.1.2.3 Translog Index

The translog index developed by Christensen, Jorgenson and
Lau is derived from the explicitly specified Translog production
function which provides a second approximation to an arbitrary twice
differentiable continuous function. The translog production function
is characterized by constant return to scale and varying elasticity of
substitution ranging from 0 toen3* It is specified (with two inputs)
as follows:

in V = a + a 1n L + a 1n K + a ln T +o L K T
2

1/3 fiKK<ln K) + flKL ln K in L + H“? T ln K +
1/are <1nL>’+r3 lnK+{’3 1" <1)LL LT 1"!‘

where V,K and L refer to value added, Capital and Labour respectively.
T denotes time trend as a Proxy for technical change.

Introducing the assumptions of constant returns to scale,
perfect competitive equilibrium and Hicks-neural technical change and

further differentiating equation (1) totally with respect to time and
rearranging the terms, we have

d'I' “ x d"r * ,.""‘a*1*‘"“ “ ‘M’ ‘*3’
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Where Sxand Share the value of shares of capital and labour
respectively which under constant returns to scale, sum to unity.
A(t) is the growth of value added with respect to time holding capital
and labour constant. Then the above equation can be rearranged in to
the following form.

d ln V d ln K d ln L_ _ S u _ S ______u___w___ .....(3)dT k dT L dTA(t) =

Modelling the rate of technical change in terms of discrete points of
time say t and (t—l), we may write

A(t) = (ln Vt — ln Vtrl) — SK (ln Kt-ln Kt_1) - bL(ln Lt-ln Lt_l)

81:: + SxL-1Where 8 = ,K d
SLL +' SLL—1bL 3 3

Thus the average rate of technical change may be presented
as the difference between successive logarithms of value-added minus
the weighted average of difference between successive logarithms of
inputs, the weights being the corresponding average shares. The
expression for A(t) given above is termed as the average quantity
index of technical change.
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4.2.1.3 Comparison of alternative Indices of TFP

A comparison of the above indices of TFP shows that the
behavioural restrictions of the underlying production relations such
as constant returns to scale, perfect competition and marginal
productivity conditions are the same for all the indices. However,
significant difference may be noticed in the case of elasticity of
substitution. Solow indices assume unitary elasticity of
substitution; it is constant elasticity in the case of Kendrick index;
and Translog index permits elasticity of substitution to vary.
Another fundamental difference is with regard to the nature of weights
assigned to the factor inputs in the process of their ‘aggregation.
Kendrick indices make use of the base period value shares, the Solow
index operates on the current period value shares of the respective
factor inputs and in Translog index employs the average of the
current and previous period values shares. Compared to the other two
indices, the Translog index has several theoretical and empirical
advantages as it is based on a more flexible form of production
function. Further, the Translog index enables to decompose the total
factor productivity growth into technical change, scale effects and
other components.

4.2.2. ueasures of Variables

Productivity analysis requires proper measurement of input
and output variables. The definitions available do not often satisfy

97



the requirements of productivity studies. Hence, the
conceptualisation and method of measurement of variables used in the
study are discussed below.

4.2.2.1. Measurement of output

In the literature of productivity analysis, output is
measured in terms of either value added or gross output. On the issue
of choice between the two, several studies have advocated the use of
the former10 If the latter is chosen it becomes necessary to specify
the production function in terms of labour, capital and material used.

If the value added concept is taken,the question arises
about the choice between net value- added and gross value added.
Gross value— added is the difference between total value of output
minus total value of input,the former being obtained by deducting the
depreciation from the gross value added. It may be pointed out,
however, that from the available source it is difficult to make proper
estimates of depreciation.

In the present study gross value- added is used to
represent output. It is obtained by deducting total value of input
from gross exfactory value of output. Gross value- added at
constant price is obtained by deflating the current value of output
each industry with corresponding official wholesale price index of a
related base year. We have chosen in our exercise 1970-71 as the base.
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The single deflation method is followed since it is rather a difficult
task to get suitable deflators for the heterogeneous group of
material inputs.

4.2.2.2. Measurement of Labour

Pertaining to the measurement of labour input, there are
three alternatives available: ‘man-hours‘, ‘workers‘, and
‘employees‘. The use of man—hours used is often considered a better
measure. However, in a situation in which the unit is operating in a
single shift, man-hours and man days have the same connotation. when
the total number of employees is regarded as a the measure of labour
input, both ‘workers' and ‘other than workers‘ are reckoned. The
latter category includes Administrative, Professional, Scientific and
Technical personnel including Supervising staffs. The simple addition
of the two categories of workers involves the assumption that workers
and other than workers are perfectly substitutable and marginal
productivity levels are of same. Such an assumption poses a serious
limitation to the measurement of labour inputll. To overcome such
limitation certain studies omitted the categories, other than workers,
from the measurement of labour input. But others have argued that
‘employees’ are as much important for getting the work done as
‘workers'and that the service of the former should also be taken into. . 1°account in the measurement of labour input ”.
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In the present study se go by the latter approach and
include in the catogory of labour both workers and employees.

4.2.2.3. Measurement of Capital Input

As indicaed earlier,measurement of capital involves ‘several
conceptual and theoretical issues. There is no universally accepted
method for measuring capital. Here we do not intend to review the
theoretical controversies. Rather, we confine to a description of the
methodology usually followed in productivity studies.

The primary issue on the measurement of capital input is the
choice between the flow concept and the stock concept of capital.
Following the various empirical studies we estimate the capital on the
basis of the stock concept.

In the measurement of capital stock, an important choice
arises between gross stock of capital and net stock of capital. The
former assumes, original value of assets in stocks to remain unchanged
until the year of retirement whereas the latter assumes the original
value of assets to decline gradually over their service‘ livesla.
Thus the gross capital stock is measured by the aggregate capital less
retirements, and the net capital stock is aggregate capital
expenditure less depreciation. Although the net capital has certain
theoretical relevance, it is difficult to sort out the net capital
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stock. Moreover, several studies have recorded the superiority of the
gross capital stock over that of the net capital stock concept.

Two important methods are available for obtaining estimates
of gross capital stock:l. Perpetual inventory accumulation method
(PIAM) and (Z) the method of capital census. The former is the most
widely used method for the estimation of capital stock. The capital
stock of a particular year, using this method, is traced to the stream
of past investment at constant price. This idea can be expressed in
the mathematical format.

9

Ks 2 2 etsltt=s-n

where ks is the capital stock at the end of year ‘s’. ‘It' is the
investment at constant price made in the year ‘t', '0ts% is the
proportion of investment of the ‘t'th year remaining in year ‘S’ and
‘n’ is the age of the oldest capital good in existence.

The most serious practical problem in applying the above
method is the difficulty in getting adequate data on annual investment

for a sufficiently long period of time. Another variant of PIAM
consists in obtaining a bench~mark estimate gross capital stock and
then carrying it forward or backward with the help of annual
estimates of capital formation adjusted for discarding. This method
can be expressed as follows:
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where KT denotes the gross capital stock at the end of year ‘T', Ko

denotes the bench mark (base year) capital stock where Itis the gross
investment of the year t, ‘r' be the annual rate of discarding and
‘rKt“1' is themeasured amount of assets discarded during the year ‘t’.

Several studies have attempted to estimate the capital
stock in Indian Manufacturing using perepetual inventory accumulation
method (PIAM)14. Thus, it is the addition to capital stock that is
deflated, rather than the stock itself. The stream of investment
generated in such a manner is added to a base year estimate.

4.2.2.4. Measurement of Capital in present study

In the present study, value of gross fixed capital stock at
constant price is used as the measure of capital. It includes plant,
machinery and equipment, land and building. From the data,
collected from the co-operatives, we have gmade estimates gross
capital stock at constant price following the PIAM. In this study the
year of establishment is regarded as the base year for the estimation
of capital.
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4.2.2.5. Share of labour in value added

The share of labour in value added is derived by dividing
the total earnings by the value—added. Value added, a = E/V where E
is total labour earning and V is the value added.

4.2.2.6. Share of capital in value-added

It is derived by subtracting the share of labour in value
added from unity ie., fl = 1-a where a is the share of labour in
value added.

4.2.3.Enpirical results

The productivity measures of industrial co-operatives, in
terms of previously explained indicators, have been presented in this
section.

The labour productivity indices of the units studied are
presented in Table 4.17 and the estimated trend growth rates for the
period from 1980-81 to 1989—90, are presented in Table 4.18.

The decennial average of the labour productivity indices of
ten units (01, 02, 03, 04, 05, 10, 13, 15, 16, 18) come above the base
value indicating atendency of positive growth in productivity. The
estimated trend growth rates presented in Table 4.18 reveal that
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labour productivity of the nine units (01, 02, O4, 05, 10, 13, 15, 16,
18) show positive values. The evidence over the decade indicates a
weaker rising trend in labour productivity of the majority of the
units. However, the performance of the units on the basis of
industrial groups helps to create a wide perception, pertaining to
the industrial co~operatives, in the industrial scenario of the State.

Labour productivity indices of the industrial groups are
presented in Table 4.19. The decennial averages of the labour
productivity indices of the industries 304, 343 and 349 lie above the
base value indicating a tendency of increasing productivity. However
the decennial averages of the remaining five industries (312, 313,
340, 357, 360) fall below the base value indicating a tendency of a
declining labour productivity. Table 4.20 reveals the weak rising
trend in labour productivity of various industrial groups. Three
industries (304, 343, 349) have shown an upward trend of labour
productivity while the majority, out of the eight, have shown a
downward trend of labour productivity. This finding elucidate the
poor performance of the industrial co~operatives in terms of labour
productivity. The capital productivity indices of the units studied
are presented in Table 4.21 and the estimated trend growth rates of
the units for the period are presented in Table 4.22.

The decennial averages of the indices of half the total
number of units (01, 02, O3, O4, 05, 10, 13, 15, 16, 18) lie above the
base value indicating atendency of positive growth in capital
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Labour productivity indicos of tho units studied
Table. 4.1?

code 1990- 1991- 1992- 1993- 1994- 1995- 1999- 1997- 1999- 1999­91 1 92 93 94 95 99 97 99 [ 99 9001 100 99 99 77 79 149 151 133 91 12502 100 95 105 121 153 107 91 137 147 15303 100 305 344 243 259 290 254 399 192 17904 100 109 120 173 92 405 513 373 419 41905 100 111 99 119 150 199 125 257 299 15909 100 92 91 45 37 50 32 32 24 2907 100 90 71 79 45 22 21 71 54 9109 100 94 92 59 159 112 139 94 M92 .5909 100 109 109 104 107 101 93 93 "90 7910 100 97 109 107 110 114 141 141 197 15911 100 109 19 19 90 31 19 45 90 9012- 100 66 57 91 31 45 43 29 22 7913 100 149 141 229 299 229 299 297 219 29514 100 99 94 91 79 45 34 53 103 12015 100 329 399 293 233 939 549 929 999 99219 100 1121 124 132 109 119 142 172 166 19217 100 97 159 93 79 74 99 99 40 5919 100 199 153 112 149 159 119 130 125 15519 100 99 95 95 35 49 49 53 49 3920 100 99 90 -95 99 92 75 59 50 44



Table 4.18

Bulnry result of cstinntod trend equations of
labour productivity of the units studicd

2­Unit code Estimated equation R Annual trend growthrate
01 1nLT = 4.46 + 0.0369Txm 0.20 3.69

(0.026)02 1nLT = 4.49 + 0.0423T 0.45 4.23
(0.031)03 lnLT = 5.22 ~ 0.0055T 0.40 -0.55
(0.022)04 1nLT = 4.25 + 0.2119T¥ 0.63 21.19
(0.055)05 1nLT = 4.44 + 0.0967T* 0.61 9.67
(0.029)06 lnLT = 5.97 - 0.5412Tx 0.92 -64.12
(0.056)07 1nLT = 6.91 ~ 0.9029Tx 0.59 -90.29
(0.021)09 lnLT = 6.31 - 0.2097T¥ 0.46 -20.97
(0.079)09 1nLT = 5.11 - 0.1179T 0.12 ~11.79
(0.113)10 1nLT = 5.93 + 0.1349T** 0.23 13.49
(0.086)11 1nLT = 4.23 — 0.0791T 0.06 -7.91
(0.103)12 lnLT = 5.41 - 0.2220T** 0.27 ~22.20
(0.129)13 1nLT = 4.64 + 0.2557T# 0.79 25.57
(0.046)14 1nLT = 4.40 - 0.1246T 0.09 -12.46
(0.133)15 1nLT = 4.71 + 0.2939T* 0.69 29.39
(0.069)16 1nLT = 4.09 + 0.0961Tx 0.59 9.61
(0.009)17 1nLT = 4.97 — 0.0906T¥ 0.57 -9.06

~ (0.02?)19 1nLT = 4.92 + 0.0003T 0.01 0.03
(0.023)19 1nLT = 0.27 - 0.0579T 0.26 -5.79
(0.350)20 lnLT = 4.39 ~ 0.0460Tx 0.99 ~4.60
(0.059)

Figuréa in the parantheais represent standard error
Per cent probability level

*1 Significant at 10 Per cent probability level
8 Significant at 5
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YEAR

4 0  o

Industrial groups

Labour productivity indicon or selected industrial
Group

304 312 313 340 343 349 357 360
1990*91' 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
1991-92 131.71 94.54 105.00 123.32 164.91 253.04 100.94 99.96
1992-93 146.91 79.35 104.54 115.01 177.47 359.92 94.52 93.99
1993-94 220.47 69.75 106.69 105.92 153.97 199.11 79.71 79.40
1994-95 196.63 67.43 107.10 100.07 163.37 221.04 75.21 90.79
1995-96 295.29 59.22 103.21 106.61 172.50 576.96 74.50 94.65
1996~97 311.19 96.96 61.43 103.70 156.92 625.24 69.20 45.97
1997-99 311.19 96.96 61.43 103.71 156.92 625.24 69.20 45.9?
1999-99 326.42 92.46 95.57 102.71 154.63 603.19 43.02 42.49
1999-90 332.25 59.27 73.65 205.39 640.44 52.19 33.5679.75
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Table 4.20

Bunary result of estimated trend equations of
labour productivity according to the industrial groups

2
Ind. code Estimated equation R Annual trend growthrate '
304 lnLT = 4.65 + 0.1361T# 0.85 13.62

(0.020)312 lnLT = 4.48 — 0.0305T 0.13 -3.05
(0.026)313 lnLT =-4.77 - 0.0455T* 0.53 -4.55
(0.015)340 lnLT = 4.7? - 0.0231Tt 0.39 -2.31
(0.010)343 lnLT = 4.37 + 0.0848T 0.13 8.48
(0.089)‘349 lnLT = 4.87 + 0.1B52T* 0.70 18.52
(0.043)357 lnLT = 4.72 — 0.0713T¥ 0.71 -7.13
(0.016)360 lnLT = 4.86 - 0.1144T# 0.79 -11.44
(0.021)

Figures in the parantheeia represent standard error
* Significant at 5 Per cent probability level
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Capital prbductivity

Table. 4.21

indies: of the units studied

code 1980- 1981- 1982- 1983- 1984- 1985- 1986- -1987- 1988~ 1989­81 82 83 84 85 86 87 88 89 90
01 100 110 167 130 143 180 201 182 130 18702 100 92 96 127 172 182 125 83 101 10603 100 169 158 110 120 128 126 87 92 8804 100 95 106 144 51 336 406 293 325 33405 100 115 94 126 166 191 144 298 316 18506 100 90 69 41 14 94 61 62 45 2807 100 89 73 79 46 24 58 33 25 4308 100 85 83 85 96 104 131 79 84 5309 100 108 112 114 110 107 105 63 78 7410 100 90 117 122 129 141 179 184 251 20411 100 107 18 20 66 32 17 49 27 2412 100 65 59 63 32_ 46 45 27 24 7813 100 148 147 168 165 237 235 136 193 20314 100 101 193 86 82 40 22 33 60 7115 100 310. 438. 259 326 761 930 611 661 52616 100 142 132 119 147 111 135 139 141 16117 100 86 160 85 67 67 79 64 38 5818 100 211 217 168 218 249 164 217 209 25719 100 93 97 70 34 48 65 60 56 4820 100 81 88 86 98 85 76 46 40 33
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Table 4.22

Bunnry result of estimated trend equations of
capital productivity or the units studied

2Unit code Estimated equation R Annual trend growthrate
01 1nKT = 4.71 + 0.0538Txn 0.44 5.38

(0.022)02 1nKT = 4.52 + 0.0054T 0.39 0.54
(0.231)03 1nKT = 5.07 - 0.0479T 0.04 -4.79
(0.041)04 1nKT = 4.25 + 0.1773Tx 0.55 17.73
(0.056)05 1nKT = 4.44 + 0.1148T¥ 0.68 11.48
(0.028)06 lnKT = 5.95 - 0.7808T* 0.90 -78.08
(0.087)07 inKT = 6.02 - 0.0950T¥ 0.52 -9.05
(0.481)08 inKT = 6.32 ~ 0.2188T¥ 0.48 ~21.B9
(0.080)09 1nKT = 5.07 - 0.0801T 0.06 -8.08
(0.112)10 1nKT = 5.42 + 0.1537T* 0.28 15.37
(0.086)11 1nKT = 4.42 — 0.1130T 0.15 -11.30
(0.095)12 1nKT = 5.42 - 0.2209T*I 0.27 -22.08
(0.129)13 1nKT = 4.90 + 0.1813Tx 0.56 19.13
(0.057)14 1nKT = 4.35 - 0.1001T 0.04 ~10.01
(0.170)15 1nKT = 4.65 + 0.3021T¥ 0.61 30.21(0.072) '16 lnKT = 4.12 + 0.0553Tt 0.42 5.53
(0.008)17 1nKT = 4.8? — 0.0982T* 0.61 -9.82
(0.028)18 lnKT = 4.88 + 0.05U8Tx 0.31 5.08
(0.026)19 1nKT = 0.22 - 0.0519Tm 0.26 -5.19

% (0.359)20 lnKT = 4.45 ~ 0.4240Tt 0.86 -42.40
(0.061)

Figures in the parenthesis represent standard error
* Significant at 5 Per cent probability level
1* Significant at 10 Per cent probability level
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productivity. Table 4.22 elucidate the trend growth of capital
productivity. Nine units, (01, 02, O4, 05, 10, 13, 15, 16, 18) show
an upward trend of capital productivity. The industry wise
performance of these units are presented in Table 4.23.

Capital productivity indices of the industrial groups are
presented in Table 4.23. The decennial averages of the capital
productivity indices of the drugs medicines and allied products
industry (304), hardware industry (343) and manufacture of metal
products industry (349) lie above the base value . The averages of
indices of the other five, out of the eight, industries lie below the

base value indicating apeclining trend of capital productivity.

Table 4.24 elucidate the weak,but rising trend in capital
productivity of various industrial groups. Three (304, 343, 349) out
of the eight industries have shown an upward trend.

Total factor productivity indices of units studied are
presented in Table 4.25 and the estimated trend growth rates of these
units, for the period 1980—81 to 1988-90, are presented in Table
4.26.

The decennial average of the total productivity indices of
11 units (01, 02, 03, O4, 05, 08, 10, 13, 15, 16, 18) lie above the
base value indicating a tendency of positive growth in total factor
productivity. Table 4.26 reveals the trend growth of total factor
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Table 4.23

Capital ptodnctivity indicts of tln nits
according to tilt industrial p-out

1990­ 1901- 1992- 1903- 1904- 19fl- 1% 1907- 1900- 1999­01 02 03 04 95 M 07 00 90
904 100.00-117.74 15.10 193.63 171.11 250.70 290.71 250.39 262.20 259.67

312 100.00 93.91 75.3 60.44 50.33 39.04 23.65 49.46 51.13 30.01

313 100.00 100.1!) 115.99 101.99 1%.70 102.60 102.00 60.21 01.00 70.25

340 100.00 125.49 117.62 109.44 117.49 114.05 113.90 115.23 112.99 99.71

343 100.00 175.24 15.01 165.29 174.39 151.35 103.40 143.13 132.65 110.12

349 100.00 240.53 355.21 135.95 222.20 600.w 0fi.01 607.66 647.52 6$.$

357 100.00 102.19 104.49. .72 75.15 75.60 94.15 71.07 45.00 67.13

$0 100.00 92.50 02.16 70.99 76.21 70.07 42.15 26.17 23.19 17.91
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Table 4.24

Summary result of estimated trend equations of
capital productivity according to the industrial groups

«Ind. code Estimated equation R Annual trend growthrate
304 1nKT = 4.63 + 0.1147T* 0.81 11.47

(0.019)312 lnKT = 4.66 - 0.1255Tx 0.65 -12.55
(0.032)313 1nKT = 4.78 - 0.0468Tx 0.48 ~4.66
(0.017)340 1nKT = 4.77 - 0.0110T## 0.19 -1.10
(0.081)343 lnKT = 4.51 + 0.0456T 0.04 4.56
(0.092)349 1nKT = 4.63 + 0.1994T8 0.72 19.94(0.044) .357 1nKT = 4.75 - U.0682Tt 0.69 -6.82
(0.016)360 1nKT = 5.05 - 0.1990T¥ 0.69 -19.90
(0.025)

Figures in the paranthesis represent standard error
* Significant at 5 Per cent probability level
*8 Significant at 10 Per cent probability level
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Total factor productivity lndlccs at the units
Table. 4.25

studied (Tranalog)

code 1980- 1981- 1982- 1983- 1984- 1885- 1886- 1987- 1888- 1888­81 82 83 84 85 86 87 88 89 80
01 100 94 106 101 100 238 239 203 135 18202 100 87 110 118 141 86 74 133 142 14603 100 ~478 623 428 456 447 434 336 337 30804 100 108 122 181 65 421 552 406 457 45805 100 108 84 109 139 185 114 231 240 13906 100 81 74 42 53 50 32 33 24 1507 100 88 76 78 53 27 44 25 20 3108 100 85 67 66 80 173 122 135 143 9809 100 105 103 97 90 84 74 70 53 5110 100 85 102 99 99 101 121 118 155 13111 100 105 17 18 68 31 17 41 68 7112 100 65 58 28 31 44 42 26 49 7813 100 150 150 298 215 275 244 275 280 21814 100 97 118 77 75 68 73 70 78 7515 100 304 328 250 222 854 864 853 858 83316 -100 124 110 136 123 144 146 155 106 12217 100 82 146 74 69 67 77 61 38 5318 100 191 158 114 148 152 114 122 117 14219 100 92 96 80 38 55 52 67 62 4820 100 98 88 90 81 76 45 36 31 24
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Table 4.26

Suunary result of estimated trend equations or total
tactor productivity of the units studied

2
Unit code Estimated equation R Annual trend growthrate
01 lnTFPT = 4.45 + 0.0899T¥ 0.48 8.88

(0.032)02 lnTFPT = 4.41 + 0.0311T 0.60 3.11
(0.350)03 lnTFPT = 5.08 + 0.0272T 0.08 2.72. (0.487)04 lnTFPT = 4.23 + 0.2123T¥ 0.64 21.23
(0.055)05 lnTFPT = 4.38 + 0.0836T# 0.50 8.36
(0.028)06 lnTFPT = 5.57 - 0.5382T# 0.82 ~53.82
(0.056)07 lnTFPT = 6.33 - 0.6020T* 0.52 -60.20
(0.201)08 lnTFPT = 6.33 - 0.2283T* 0.50 ~22.83
(0.080)08 lnTFPT = 5.08 - 0.1328Ta 0.16 -18.23
(0.017)10 lnTFPT = 6.01 + 0.1415T** 0.24 14.15
(0.088)11 lnTFPT = 4.26 - 0.0784T 0.07 -7.84
(0.100)12 lnTFPT = 5.41 ~ 0.2222Txx 0.27 -22.22
(0.128)13 lnTFPT = 4.72 + 0.2425Tx 0.76 24.25
(0.048)14 lnTFPT = 0.68 ~ 0.8508T¥ 0.30 -85.09
(0.511)15 1nTFPT = 4.71 + 0.2912Tx 0.70 28.12_ (0.068)16 1nTFPT = 4.05 + 0.0782T¥ 0.48 7.82
(0.010)17 lnTFPT = 4.84 - 0.1008T# 0.65 ~i0.08
(0.026)18 lnTFPT = 4.81 - 0.0085T 0.03 ~0.85
(0.230)18 lnTFPT 2 0.32 - 0.0658T 0.32 -6.58
(0.388)20 lnTFPT = 4.57 — 0.3807T* 0.84 ~3.81
(0.060)

Figures in the paranthesis represent standard error
* Significant at 5 Per cent probability level
1* Significant at 10 Per cent probability level
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Table 4.27

Total tictor productivity indicts or thn cits
according to th industrial grows (Tun Lop

code 1900­ 191­
02

1902­

09

1903*

04

1904­

0
1905­

06

1906­

07

197­
0

1009­

304

312

313

340

357

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

139.92

94.14

100.10

122.19

169.11

252.56

96.31

92.20

161.40

75.09

104.92

113.50

102.63

357.50

90.60

02.14

251.00

60.25

102.00

02.74

157.3

100.21

74.45

04.19

225.34

75.32

0.32

76.25

167.31

220.62

71.20

01.13

396.75

65.11

01.00

02.03

160.26

572.00

69.06

79.57

415.54

69.56

60.61

00.33

123.70

670.96

77.21

41.00

379.15

70.61

60.20

07.09

151.10

595.07

62.54

25.00

390.25

60.22

52.00

03.15

167.96

509.47

39.34

399.0

69.40

51.01

00.52

173.50

612.91

56.41

16.46
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Table 4.28

Bunuary result or estimated trend equations of
total factor productivity according to the induntrial groups

2
Ind. code Estimated equation R Annual trend growthrate
304 1nTFPT = 4.67 + 0.1566Tu 0.87 15.66

(0.021)312- 1nTFPT = 4.56 - 0.0483Tt 0.73 -4.83
(0.010)313 lnTFPT = 4.87 - 0.0915Ta 0.91 -9.15_ (0.010)340 1nTFPT = 4.70 - 0.036STx 0.47 -3.65
(0.014)343 1nTFPT = 4.41 - 0.0703T 0.09 7.03
(0.093)349 1nTFPT = 4.98 + 0.1794Tx 0.69 17.94
(0.042)857 1nTFPT = 4.71 ~ 0.0?99T# 0.76 -7.98
(0.016)360. 1nTFPT = 5.09 - 0.2063T# 0.95 -20.63
(0.031)

Figures in the parantheais represent standard error
8 Significant at 5 Per cent probability level
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productivity. Nine units shown an upward trend of Total Factor
Productivity (01, O2, O3, 04, D5, 10, 13, 15, 16).

It can be observed from Table 4.27 that the decennial
averages of the total factor productivity of three industries (304,
343, 349) lie above the base value. The trend growth of total factor
productivity of the industry presented in table 4.38 depicts the
upward trend growth of three industries (304, 343, 349) and downward
trend growth of the remaining five industries. In sum this reflects,
the poor performance of the industrial co-operative in the state.

The above analysis of partial as well as total factor
productivity reveals the poor performance of the productive
efficiency of the industrial co~operatives. The labour productivity,
capital productivity and the total factor productivity of the majority
of the units have shown falling trend. However, certain units,
controlled fully by the member-workers and some others belonging to
specific industrial groups such as drugs and medicines have shown
relatively commendable performance.

4.3 Capacity utilization

Capacity utilization is an important parameter in
determining efficiency. Engineering capacity can easily be
calculatedlb but economic capacity, as it is influenced by several
factors, is not easy to measure. Due to this, different methods are
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developed for measuring capacity utilization. The most important and
widely used methods have been identified as (1) the Wharton index
method (2) the R B I index method and <3) the Minimum capital output
ratio method.

The Wharton index method is developed by Klein and
summersls. The first step in the estimation of this method is to
identify the peaks that are regarded as full capacity and these peak
outputs are taken to be equal to the capacity outputs for the
corresponding periods. The capacity for the period preceding the
first peak and succeeding the last peak are determined by extra
polating the trend line. This is only a rough and ready measure of
capacity utilization which has certain limitations. The major
limitations of this method are: (1) peak output need not represent the
full capacity output and (2) if the investments are varied the actual
capacity may be quite different from the trend seen through peak's
CUPVE .

A modified version of Wharton school measure of capacity is
the index of potential utilization which is developed by R.B.I.17
However, there is some difference between these two measures. The
important ones are: (1) it makes use of monthly output indices for
locating peaks where as the Wharton measures make use the quarterly

series (2) such monthly peaks are regarded as potential output for
each year . No attempt is made to connect successive peak by linear
interpolation as is done in the case of Wharton index and (3) monthly
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indices of output are not deseasonalised. In the case of industries
like sugar, tea and salt, annual peak is considered to indicate
potential output rather than the monthly index to take account of
seasonality.

Minimum capital-output ratio method is another widely used
and popular method. In this method the maximum capacity of an
industry is that amount of output in which the capital output ratio
has the minimum value. Fixed capital output ratios are estimated in
terms of constant prices. A bench mark year is thus chosen on the
basis of the lowest capital output ratio which is regarded as capacity
output. The estimate of capacity is obtained by dividing real fixed
capital stock by minimum capital output ratio. The utilization rate
is given by actual output as a proportion of the estimated capacity.18

CU = 0/C where

C = K/(K/O) Min.

where CU is the rate of capacity utilization.
0 ~ the real output, C - the estimate of capacity, K - the real fixed
capital stock and (K/O) min. the minimum capital output ratio.

This method is based on the relationship between capital
and output. Eventhough the reliability of this method depends on the
accuracy of the measurement of capital and output it reflects both
qualitative and quantitative changes.l9
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4.3.1. Measures of Capacity Utilization in the Present Study.

Very little information is readily available for the
industrial co-operatives of Kerala. Hence and attempt is made to
construct capacity utilization index on the basis of minimum
capital-output ratio.

Capacity utilization of the units studied and that of the
industrial groups are presented in Table 4.29 and 4.30
respectively.The decennial averages of the rate of capacity
utilization are in the range or 25.38 and 84.70. However, the
decennial average of the capacity utilization rate of industrial
groups reveal that two industries (313, 360) do not utilise even 50
per cent of their capacity.

The above analysis of labour productivity capital
productivity, total factor productivity and capacity utilization, of
the industrial co—operatives (unit-wise and industry"wise>, reveals
that the performance of this industrial organization is, in general,
not up to the mark. However, the group ‘drugs, medicines and allied
industries‘ shows upward trend in labour productivity, capital
productivity and total factor productivity;the industrial group
including ‘manufacture or hand tools , weights and measures and
general hardware‘ (303) and ‘manufacture of metal product n e c‘ (348)
controlled by workers have also shown upward trend in all these
measures of productivity.
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Table. 4.28

Rate of capacity utilisation of the units studied

codel1880- 1881- 1882-‘ 1883- 1884-l1885- 1886-l 1887- 1888“ 1988­91 92 93 94 95 96 97 99 95 90
01 32 45 60 63 71 55 79 96 93 10002 39 44 40 62 94 100 95 59 77 9403 63 79 79 73 96 93 100 73 94 9704 27 37 17 35 49 91 100 79 91 9905 69 65 100 96 76 75 90 55 75 9506 90 100 65 51 73 53 97 94 75 6907 73 100 93 97 54 35 99 95 93 7709 56 100 79 60 23 24 44 45 64 6309 61 100 79 71 62 65 70 75 79 9410 29 21 33 33 49 55 67 66 100 5911 63 100 37 94 35 27 33 39 29¢ 3312 27 26 99 100 26 30 41 20 24 5713 26 ‘36 43 79 72 91 91 90 99 100114 17 11 29 22 22 24 15 9 100 315 51 39 40 33 54 74 100 92 94 10016 60 62 49 52 69 70 96 75 99 10017 97 99 99 96 73 75 100 1996 63 9419 22 43 39 39 57 93 66 93 96 10019 40 49 755 62 96 92 90 100 91 9220 39 40 42 59 74 70 95 100 79 79
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Table 4.30

Index of capacity utilization .

Industrial Group
Year 304 312 313 340 343 349 357 360

1980-81 35.02 79.95 100.00 55.99 25.13 6.63 76.68 43.26
1981-82 46.49 100.00 10.79 51.74 82.27 37.53 88.41 45.94
1982-83 42.18 94.44 12.28 55.13 40.45 49.55 96.18 17.79
1983-84 53.26 94.08 65.86 59.11 47.54 51.72 86.72 17.64
1984-85 61.50 74.15 28.91 67.48 48.41 59.31 71.98 25.59
1985-86 79.84 71.69 29.88 62.91 53.01 69.98 97.74 27.00
1986-87 95.33 49.58 50.48 66.22 44.28 93.95 100.00 29.70
1987-88 83.21 71.00 52.27 76.88 38.95 82.07 94.37 100.00
1988~89 94.76 73.92 70.72 100.00 95.76 95.54 71.55 83.93
1989-90 100.00 71.86 76.05 83.17 100.00 100.00 94.94 81.16
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CHAPTER 5

FINANCIAL PERFORMANCE OF THE INDUSTRIAL CO-OPERATIVES

The previous chapter presented the physical performance
of the industrial co~operatives, in the modern small scale sector
of Kerala, during the 1980's. The financial performance of the
firm is equally important as its physical performance. The focus
of this chapter is therefore on the financial analysis of the
selected industrial units.

5.1 METHODOLOGY

The financial statement of the units has been taken as a
rough ready indicator of the overall performance. Proper analysis
and interpretation of the statement is required to assess the
financial behavior of a firm or an industry. In this study, for
the simplicity of ana1ysis,the commonly used techniques (Common
size statement analysis and ratio analysis) are used for
evaluation. Discussionare made unit-wise and industry-group-wise.
The important ratios which are used in this chapter for evaluation
are: (1) Liquidity Fatios(Current ratio, Acid Test ratio,_
Inventory turnover ratio, and Working capital turnover ratio), (2)
Solvency ratios or test of long term financial condition (Debt
equity ratio, Interest coverage ratio), and (3) Profitability



ratios (Gross profit margin and Net profit margin). At the outset,
the common size statement analysis is presented.

5.2 Common size statement analysis

In the previous chapter we found that the physical
performance of the industrial co-operatives has not shown a
healthy trend. Does the overall financial performance also present
similar trend ? This question may be examined on the basis of
common size statement. The relationship of the different parts of
the total in a single statement may be expressed in terms of
percentage shares. The resulting statement is called a common
size statement which is a device for the study of balance sheet
and of their changes. Common size balance sheet is really a
miniature of the original one the percentages being exactly the
original figures and much easier to read. Further, these

I‘

statements, are most helpful in making comparisons.&

In the present study the common size statement analysis
is used to analyze the financial performance of the co-operatives
(both unit—Hise and industry..wise) for the years 1880—81 and
l888—90.

The percentage share of each source of funds in selected
units for the two years is presented in Table 5.1. It is observed
that in all cases the long term loan exceeds 50 percent of the

”-“‘total funds whereas the total of all other components—equity by



members,equity by government and retained earnings —are below 50
percent. It is found that the percentage share of long term loan
to the total funds has varied widely among the units from
50.1.(unit20) to 88.4 (unit 07) in 1880-81 and 51.6 (unit20) to
80.2 (unit 06) in 1888-80. Further, nine out of the twenty units
have shown a declining tendency in long term loan while ten units

have shown an increasing tendency. Only in the case of one unit)
no change observed in the percentage share of long term loans.

The equity by members in eight units, that of government in 13
units, and the. retained earning in ten units have shown an
increasing tendency. The percentage shares of each source of
funds to the total in the different industries for two years,
1880-81 and 1988-80, are presented in Table 5.2.

The figures for each industry have been computed by
taking averages of the figures of firms in the industry. It is
observed that in all cases the long term loan exceeds 50 per cent
of the total funds where as the total of all other components
(equity by members,equity by government and retained earnings) is
below 50 per cent in both the years. The percentage share of long
term loan in the capital has varied widely between industries
from 50.9 (360) to 88.0 (312)in 1880-81 and 52.2 (360) to 88.4

(312) in 1888-80. However three, (304,343,348) out of the
remaining six industries)have shown a tendency of decline and the
others (313,340,35?) an increasing tendency. During the period,
equity by members has shown a declining tendency.
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Tlblc 5.1

Cannon 31:: balance sheet of thn studied unlt (source of tudsl

Unit Equity by Ienbers Equity by governnentl Reatained earning All long tern loans

code 190-81 1989-90 1980-81 1939-901 1980-81 1989-90 1980-81 199-90.
'01 11.2 12.0 4.9 5.0 1.9 2.1 92.0 80.902 11.5 11.9 5.2 5.1 2.2 2.1 81.2 80.908 12.1 10.9 5.3 4.5 2.3 3.4 80.3 81.204 10.4 11.2 5.1 4.6 2.0 2.0 82.5 82.305 4.6 3.8 3.0 3.5 3.5 2.5 88.9 89.006 4.2 3.8 3.6 3.9 3.5 3.3 88.7 90.207 4.1 4.1 3.6 4.3 2.9 2.4 8.4 8.008 7.9 7.4 10.9 11.0 1.8 2.0 79.4 79.809 7.7 7.4 11.5 11.8 2.2 2.2 78.6 78.610 22.0 14.0 15.2 17.1 2.8 3.5 60.0 65.411 22.4 14.8 15.8 17.4 3.1 3.0 58.6 64.812 22.5 14.4 15.4 17.4 3.4 4.2 58.7 63.713 14.9 15.2 9.2 9.7 4.1 4.6 71.8 70.514 15.3 15.8 10.0 9.9 4.5 5.0 70.2 69.315 17.9 17.8 13.8 14.6 4.9 7.8 63.4 59.816 18.3 18.6 14.4 15.0 5.3 8.2 62.0 58.217 3.8 3.2 8.4 8.2 6.3 6.1 81.4 82.518 3.7 3.6 8.8 9.4 6.9 6.7 80.6 80.313 7.3 7.8 37.9 36.1 2.8 2.9 52.0 53.220 8.5 8.4 38.3 36.9 3.2 3.1 50.1 51.6
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Tabla 5 .2

Conan the balance that of the selected lnduu-1:: (source of funds)

Ind. Equity by ushers Equity by governnent Reatained earning 411 long ten loan:

code 1990-81 1989-90 1980-91 l999~90 1990-91 1989-90 1990-814 1989-90

304 11.3 11.5 5.1 4.9 2.1 2.4 81.5 81.3
312 4.3 3.9 3.4 3.9 3.3 2.9 99.0 99.4
313 7.9 7.3 11.2 11.4 2.0 2.1 79.0 79.2
340 22.3 14.4 15.5 17.4 3.1 3.7 59.1 64.5
343 15.1 15.5 9.6 9.8 4.3 4.8 71.0 69.9
349 18.1 18.2 14.1 14.8 5.1 9.0 62.7 59.0
357 3.9 3.4 8.6 8.9 6.6 6.4 81.0 91.4
360 7.9 8.1 3.2 36.5 3.0 3.0 50.9 52.2
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Various components of income which indicate the economic
activities of the units are presented in Table 5.3. It is seen
that the relative share spent for raw materials of six units
(0l,02,03,04,13,l6) has increased between l98U~8l to 1989-90. The
relative share of wages and salaries of 16 units, including two
(O1,03) from the previous six,has also shown an increasing
tendency. Further, during the period the relative share spent for
interest payment of 13 units have also risen. From these
indicators it is realised that the performance of the units does
not suggest improvement in financial efficiency._ The various
components of income on industry-wise basis are presented in
Table 5.4. The relative share spent for raw materials and wages
and salaries of three industries (304, 343, 349) increased
nominally. This naturally shows increased productive activity.
However, in the case of other industries (312, 313, 340,357,360)
the relative share for raw materials declined sharply while the
relative share of wages and salaries increased significantly.

From the foregoing discussion it appears that the
financial dealings of then co-operatives do not show healthy
trends Further evaluation of the financial performance is however
necessary before drawing firm conclusions.

5.3 Ratio analysis

Ratio analysis is a widely used tool of financial
analysis. It describes the significant relationship that exists
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Various components of income which indicate the economic

activities of the units are presented in Table 5.3. It is seen
that the relative share spent for raw materials of six units
(0l,O2,03,04,l3,l6) has increased between 198U~81 to 1989-90. The
relative share of wages and salaries of 16 units, including two
(0l,03) from the previous six,has also shown an increasing
tendency. Further, during the period the relative share spent for
interest payment of 13 units have also risen. From these
indicators it is realised that the performance of the units does
not suggest improvement in financial efficiency._ The various
components of income on industry—wise basis are presented in
Table 5.4. The relative share spent for raw materials and wages
and salaries of three industries (304, 343, 348) increased
nominally. This naturally shows increased productive activity.
However, in the case of other industries (312, 313, 340,357,360)
the relative share for raw materials declined sharply while the
relative share of wages and salaries increased significantly.

From the foregoing discussion it appears that the
financial dealings of the co-operatives do not show healthy
trends Further evaluation of the financial performance is however
necessary before drawing firm conclusions.

5.3 Ratio analysis

Ratio analysis is a widely used tool of financial
analysis. It describes the significant relationship that exists



Coulon 31:0 lncouc statement of units studied

table 5.3

Unit Cost of rauuaterials Pouer and fuel salaries and wages‘ Interest ' Othorsl

cod: 1980-81 1989-90 1980-81 1989-90 1990-81 1989-90 1 1980-81 1989-90 1980-81 199-90
01 51.1 52.0 1.8 1.7 32.4 33.6 11.0 11.0 3.7 1.702 52.0 53.9 1.2 1.4 33.0 32.8 11.1 10.4 2.7 1.503 52.5 53.0 1.2 1.7 32.2 33.0 11.3 10.7 2.8 1.604 53.2 56.0 1.0 1.2 32.0 31.9 11.6 10.0 2.2 0.905 47.0 44.0 0.5 0.1 41.5 43.8 10.1 10.5 0.9 1.6

W 06 48.2 40.9 0.3 0.1 41.9 47.8 8.5 10.0 1.3 1.207 48.8 42.0 0.4 0.1 40.2 46.4 9.6 10.1 1.0 1.408 49.3 43.2 1.0 3.4 38.2 40.6 9.8 10.6 1.? 2.208 46.9 40.8 1.2 3.6 39.2 41.0 10.4 12.0 2.3 2.610 59.9 50.1 2.0 1.9 27.8 28.8 8.4 10.0 1.9 1.211 58.0 55.9 2.4 1.9 28.6 29.3 9.0 11.2 2.0 1.712 56.2 53.6 2.5 2.5 29.0 30.1 9.9 11.9 2.4 1.913 48.0 53.0 1.8 1.4 36.2 34.5 11.9 9.1 2.1 1.914 52.6 49.4 1.2 1.8 33.8 37.5 10.7 10.1 1.7 1.215 50.0 49.8 1.0 1.6 35.1 37.0 8.9 10.0 2.6 1.616 50.4 52.6 1.4 1.4 37.3 36.6 10.3 8.0 3.0 1.417 42.3 34.8 1.9 2.6 41.9 46.3 12.1 12.4 1.8 3.918 41.6 34.4 1.4 2.4 42.2 46.3 12.5 13.0 2.3 3.719 44.5 44.5 2.9 2.1 39.7 40.4 9.8 10.1 3.1 2.920 45.9 44.1 2.7 1.7 39.3 41.6 9.2 9.9 2.9 2.7
3 Includes profit
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Table 5.4

Conn size Incoue Btatcnnt or the units
studied according to industrial groups

Unit! Cost of rauuaterials
Power and fuel salaries and wages Interest Others!

code! 1000-01 133-30 1300-01 1303-30 1900-01 10-30 1300-01 "1303-30 190-01 190-30

304 52.2 53.7 1.3 1.5 32.4 32.3 11.1 10.5 .3.0 1.4
312 40.0 42.3 0.4 0.1 41.2 40.0 3.4 10.2 1.0 1.4
313 40.1 41.5 1.1 3.5 30.7 41.3 10.1 11.3 2.0 2.4
340 50.1 55.7 2.3 2.1 20.4 23.4 3.1 11.2 h 2.1 1.0
343 50.3 51.0 1.5 1.0 35.0 30.0 11.3 10.1 1.3 1.3
343 50.2 51.2 1.2 1.5 30.2 30.0 5.0 3.0 2.0 1.5
357 41.2 34.0 2.3 2.5 42.1 40.3 12.3 12.0 2.1 3.0
300 45.2 44.3 2.0 1.3 33.5 41.0 3.5 10.0 3.0 2.0

t Inc lode: profit
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between figures shown in a balance sheet, in a profit and loss
account, in a budgetary control system or in any other part of
accounting organisation.3 Ratios express numerical or
quantitative relationship between two items or variables - and are
calculated by dividing an item of the relationship with the
other. As a tool of financial management, ratios can be expressed. . 4as percentage or fraction or a stated comparison between numbers.

Ratio analysis makes related information comparable. ln
other words, ratios convert figures into meaningful comparable
forms making inference easier. Comparison is thus the basis of
ratio analysis. Ratios provide a co-ordinated frame of reference
for the financial manager.5 To the management, the analysis is an
invaluable guide in the discharge of its basic function of
forecasting, planning, co-ordination, communication and control.
Financial ratios are for a business enterprise what blood)

pressure, pulse rate, and temperature are for an individual. They
are symptoms whereby the state of health of the enterprise may be
determined. An analysis of these ratios will reveal whether the
financial condition of the enterprise is very strong, good, partly
good, or poor.b

A ratio is said to be hyper sensitive since a new entry
of one transaction could change its magnitude drastically. This
necessitates the careful selection of the ratios which suit the
nature of a business. Another limitation of the ratios is that
they are not exact measures of the financial situation as the
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balance sheets and profit and loss accounts which are based on
accounting conventions, personal Judgments and recorded facts.
Ratios do not take into consideration non-monetary factors such as
general economic climate and Government and Management policies,
even though these have a vital influence on the financial strength
of the enterprise. All that they give is an overall view of the_ _ . 7dynamic relationships among several components.

Even if ratio analysis has these limitations, it is
invaluable from the point of view of entrepreneurs, bankers and
shareholders. Hence an attempt is made to study the state of
liquidity, solvency and profitability of the industrial units.

5.3.1. Liquidity ratio or short term financial analysis

The liquidity ratios helps to asses the short term
financial strength of a firm. A proper balance between the two
contrary requirements- liquidity and profitability- is required
for efficient financial management. An understanding of the short
term financial position helps the management to ensure that funds
are used in the proper channel. Further, it helps members of the
units also to understand their current financial position.

The indicators we use to measure the liquidity position
are, the current ratio , the acid test ratio, the inventory
turn-over ratio and the working capital turn over ratio. These
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ratios are worked out for the industrial co—operatives at the unit
level for ten years from 1880-81 to 1989-90.

5.3»1.1 Current Ratio

Current ratio is the ratio of the total current assets
to current liabilities and depicts the margin of current assets by
current liabilities. The minimum of 221 is often referred as

9
reasonable standard of liquidity.

Eventhough, a high current ratio is desirable, it does
not always indicate the actual financial position of the firm. A
business with high current ratio may not be in a position to pay
current liabilities because of an unfavourable distribution of
current asset in relation to liquidity.1O On the other hand, a
low value of current ratio does not necessarily mean that the firm
is not viable.Though, this device is not free from such
limitations, it is widely used in financial analysis.

Table 5.5 suggests that the current ratios of units, for
the period of ten years, are not satisfactory. The average
current ratio is found favourable only for one unit<03> all the

_ other cases showing current ratio is far below the standard value.
This means that the latter group of units are not in a position to
meet the creditor's demand promptly which again is a danger
signal to the units. The industry —wise analysis (Table 5.6)
reveals the same pattern of performance.



Table. 5.5.

current antics of 11: units studied

cod 1980-81 1981*82 1982-83 1983-84 1984*85 1985-$ 1986-87 1997~88 1998-89 1989-90 lean Value

01 1.1 1.0 1.0 1.5 1.6 1.2 1.3 1.6 1.4 1.6 1.3302 1.2 1.2 1.2 1.5 1.7 1.3 1.1 1.9 1.8 1.8 1.43(B 2.5 2.3 2.5 2.9 2.7 2.8 2.9 2.4 2.3 1.9 2.5204 2.4 1.9 1.0 0.8 1.2 0.9 0.8 0.8 0.9 0.9 1.0715 1.4 1.3 1.2 1.2 1.2 1.1 1.2 1.1 1.1 1.2 1.20{B 0.9 1.0 1.0 1.0 1.0 0.9 1.0 1.0 0.9 1.0 0.9?07 1.2 1.1 1.1 1.1 1.0 1.0 0.8 0.5 0.4 0.4 0.%W 1.0 1.0 1.0 1.0 0.9 0.9 1.0 1.0 1.0 0.9 0.9709 1.1 1.0 1.0 1.0 1.0 1.0 0.9 1.0 0.9 1.0 0.9910 1.0 1.1 1.0 1.1 1.0 1.2 1.1 1.1 1.1 1.1 LN11 1.2 1.2 1.0 1.1 1.2 1.1 1.2 1.1 1.1 1.1 1.1312 1.1 1.0 1.1 1.1 1.2 1.2 1.3 1.1 1.1 1.1 1.1313 1.1 1.0 1.1 1.1 1.0 1.0 1.0 1.0 1.0 1.1 1.0414 1.1 1.1 1.1 1.0 1.1 1.1 1.1 1.1 1.1 1.1 1.0915 1.0 1.1- 1.0 1.1 1.1 1.0 1.0 1.0 1.1 1.1 1.0516 1.0 1.1 1.3 1.2 1.2 1.1 1.2 1.2 1.2 1.2 1.1?17 1.1 1.1 1.1 1.1 1.0 1.1 1.1 1.1 1.1 1.1 1.0918 1.1 1.0 1.1 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0219 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0020 0.7 1.0 1.0 0.9 1.0 0.8 1.0 1.0 1.0 1.0 0.94

137



Table 5.6

Industry average of current ratios
for the period 1980-81Industrial Code

Year

1990-81

1981~82

1882-83

1983-84

1984-85

1995*86

1996-87

1987-88

1988-89

1989~90

to 1989~8O

Industrial code
313 size

Mean



5.3.1.2 Quick or Acid Test Ratio

Current ratio is not regarded as a refined device to
measure the financial performance of a firm. A more accurate
indicator of liquidity is the Acid Test Ratioll which is the ratio
of current assets less inventories to current liabilities or

o

liquid assets to current liabilities? In a trading concern an
acid-test ratio of 100 per cent (1:1) is satisfactory.l3 The
overall liquidity position of a firm as revealed by the current
ratio and the acid-test ratio would depend on the liquidity of

14each component of current assets.

In Table 5.7 we observe that the averages of the
acidrtest ratio of the 19 units are far below the standard
value.. These units are not in a position to meet current
obligations as and when thev arise. The industry -wise analysis
(Table 5.8) also reveals that there is only one industry(304)
which has had standard performance. No other industry has been in
a position to meet current liabilities.

5.3.1.3 Inventory Turnover Ratio

The ratio of sales to inventory is regarded as.1 .indicating the turnover position of inventory. 5 This measure
establishes the relation between the cost of goods sold during a
given period and the average amount of inventory outstanding
during that period.



Ac1d*tcIt ratio of th! units stalled

Table. 5.7.

code 1980-81 1981-82 1982-83 1983-84 1984*85 1985-86 1986~87 1987-8 1988-89 198-90 lean Value

01 0.7 0.7 0.6 0.8 0.8 0.5 0.5 1.0 ' 1.1 0.8 0.7502 0.6 0.6 0.5 0.7 0.7 0.4 0.4 1.0 1.0 0.8 0.6708 1.0 0.9 0.8 0.6 0.6 0.5 0.4 0.3 0.3 0.3 0.5704 1.3 1.2 0.6 0.6 0.5 0.6 0.5 0.5 0.6 0.6 0.7005 1.3 1.2 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.0 1.1206 0.3 0.1 0.2 0.1 0.5 0.6 0.4 0.7 0.8 0.9 0.4607. 0.1 0.1 0.1 0.1 0.6 0.4 0.5 0.2 0.1 0.1 0.2308 0.4 0.6 0.6 -0.9 0.4 0.3 0.5 -5.3 -3.2 -3.5 *1.0108 0.1 0.1 0.3 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1610 0.1 0.4 0.1 0.4 -0.3 0.3 0.2 0.2 -0.1 1.0 0.2311 0.1 0.2 -0.4 1.0 0.6 0.4 0.5 0.4 0.5 0.6 0.3912 0.1 0.1 -0.3 0.1 0.7 0.5 0.8 -0.4 -0.4 '0.3 0.0913 0.1 -0.1 -0.1 -0.1 0.1 -0.1 0.1 0.1 0.4 0.1 0.0514 0.1 0.1 0.1 0.1 -0.1 -0.1 0.1 0.1 .0.3 0.5 0.1215 0.1 -0.1 -0.1 0.1 -0.1 0.1 0.1 -0.1 0.1 0.3 0.0416 0.1 0.2 -0.1 -0.1 -7.0 0.2 0.3 0.1 0.4 0.3 -0.5617 8.3 0.3 0.1 0.3 0.3 0.1 0.2 0.1 0.3 0.2 0.2218 0.1 0.1 0.1 0.1 0.1 -0.1 0.1 0.1 0.1 0.1 0.0819 ‘0.2 0.5 0.5 0.5 ~0.1 0.1 0.4 0.3 0.4 0.1 0.2520 0.7 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 0.97
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Table 5.8

Industry average of Acid test ratios
for the period 1980-81 to 1989-90

Industrial Code
Year 304 312 313 340 343 349 357 360

1990-91 1.2 0.9 0.9 0.4 0.4 0.5 0.3 0.5
1991-92 1.9 0.9 0.9 0.7 0.9 0.5 0.4 0.9
1992-93 1.7 0.9 0.7 0.9 0.4 0.9 0.4 0.9
1999-94 0.9 0.7 0.6 0.9 0.5 0.4 0.5 0.9
1994-95 0.9 0.9 0.5 0.9 0.7 0.7 0.5 0.4
1995-99 0.9 0.9 0.9 0.9 0.7 0.9 0.3 0.2
1999-97 0.9 0.9 0.5 0.9 0.6 0.9 0.9 0.7
1997-99 0.9 0.5 0.9 0.9 0.9 0.9 0.4 0.5

91988-89 0.3 0.5 0.8 0
1989-90 0.9 0.5 0.3 0.9 0.7 1.0 0.4 0.4
Mean 1.07 0.70 0.61 0.72 0.62 0.63 0.40 0.58
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Theoretically, this ratio is expressed through the
relationship between cost of goods and average inventory at cost.
But the ratio of sales to inventory may be used as a substitute
for the ratio of cost of goods sold to average inventory in case
the cost of goods sold is not available.l6 Sometimes, net sales
and average inventory at selling prices are used to compute the
ratio. For accuracy, monthly inventories are suggested in
computation. However, in most cases the average of inventories at
the beginning and end of accounting period is taken for the
analysis. It may serve as an approximate measure of turnover for
getting a broad picture of the firm's performance. A low inventory
turnover may show dull business and a higher one is said to
signify better management of inventory. A turnover of nine times
is broadly accepted as the standard17. In this study the ratio of
sales to average inventory is used for the analysis.

It is clear from Table 5.9 that the average inventory
turnover ratio of units varies from 1 to 16.46 for the
manufacturing units. On the basis of standard stock turnover of 9
times, the position appears to be unfavourable in the case of 18
out of the 20 units.The average inventory turnover ratios on
industry—wise basis presented H1 Table 5.10 indicates the poor
management of inventory. The manufacture of drugs, medicine and
allied product industry(304) records the highest where as the
manufacture of hand tools, weights and measures ‘and general
hardware industry (343) records the lowest average inventory



Table. 5.8.

Inventory turnover ratio of the Inlts studied

coda 1980~81 1981-82 1982'83 1989-84 1984-8 1985-86 196-87 1987-88 198-89 188-90 lean Vhlue

01 2.4 2.5 2.5 2.3 2.2 2.6 2.1 2.2 2.4 2.0 2.3202 2.6 2.5 2.5 2.4 2.7 2.8 2.3 2.8 2.6 2.2 2.5408 3.5 3.7 2.8 2.1 2.3 2.3 2.0 1.6 1.4 1.3 2.3004 5.0 3.9 1.5 1.7 3.0 10.3 8.0 4.3 4.0 4.1 4.5805 12.8 14.2 14.8 15.3 20.4 23.0 15.2 17.5 18.4 12.9 16.4606 11.1 13.3 9.4 7.2 2.2 1.6 3.9 3.6 3.4 3.0 5.8707 5.8 7.8 5.6 4.2 4.4 9.5 0.1 0.4 0.4 0.4 3.8608 1.1 0.8 1.0 0.4 1.0 1.3 1.0 1.2 1.0 1.2 1.0008 6.8 9.6 9.1 9.8 8.7 9.7 11.3 10.6 8.8 8.8 9.3310 2.9 3.1 3.8 4.2 2.2 3.0 3.5 3.4 3.5 34.9 3.4511 4.5 5.9 0.1 0.1 0.1 6.0 4.8 6.4 8.7 10.8 4.7412 7.1 6.5 10.0 7.3 3.5 3.0 3.6 10.2 5.1 9.3 6.5613 2.5 2.4 1.6 1.4 1.1 1.2 1.3 1.3 1.7 2.6 1.7114 2.8 2.8 2.5 2.7 2.6 2.2 1.1 0.9 1.3 2.6 2.1615 0.8 5.9 6.8 7.8 6.0 6.0 4.8 2.9 3.0 2.3 4.6316 6.0 5.3 4.4 2.6 2.8 4.0 4.6 3.0 5.5 6.8 4.5017 3.4 3.3 0.3 3.1L 4.2 4.1 3.8 2.9 2.8 2.9 3.0818 1.5 1.4 1.8 1.7 3.0 4.0 3.1 3.2 3.1 3.3 2.6119 3.4 9.4 8.8 5.4 4.2 6.2 5.5 8.2 4.6 3.5 5.9220 2.8 1.? 2.0 2.8 2.4 4.6 2.5 3.3 1.5 1.8 2.54
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Table 5.10

Industry average of inventory turnover ratios
for the period 1980-91 to 1989-90

Industrial CodeYear «304 912 313 340 343 349 357 360

1990-91 5.1 4.9 4.9 4.9 2.7 3.4 2.5 3 1
1991-92 4.9 4.7 5.3 5.2 2.7 5.6 3.9 5 6
1992~93 5.9 4.0 5.5 4.6 2.1 5.6 2.1 5.4
1999-94 5.9 3.9 5.4 9.9 2.0 5.2 2.5 4 1
1994-95 5.2 4.0 5.4 4.9 1.9 4.4 3 6 3 3
1995-96 5.7 4.4 5.5 4.0 1.7 4.9 4.1 5.4
1996-97 6.9 1.4 6.2 4.0 1.3 4.7 3.5 4.0
1997~99 6.1 2.1 6.0 6.7 1.1 3.0 3.1 5.9
1999-99 6.0 2.4 5.9 5.9 1.5 4.3 3.0 3.1
1999-90 6.7 4.4 6.0 6.1 2.6 4.6 9.2 2.6
Kean 5.92 \3.62 5.60 5.00 1.96 4.57 3.14 4.24
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turnover ratio. In the case of all other industries, the overall
average ratios are within the range of 3.14 to 5.60

5.3.1.4 Working Capital Turn over Ratio

A relationship exists between the sales of a firm and
the amount of its working capital. This relation of net sales to
net working capital is defined as working capital turnover ratio
which establishes the sales intensity per unit of working capital.

This ratio indicates whether the business is being operated on a
small or large amount of net working capital in relation to sales.

The average working capital turnover ratio of the units
are presented in Table 5.11. They vary? from 0.46 to 7.5. The
sales intensity of the industrial units are thus seen to be
unsatisfactory. The average working capital turnover ratios
(industry wise) presented in Table 5.12 show that the manufacture
of rubber products industry (312) has the highest and the plastic
products industry (313) the lowest average working capital
turnover ratios. In the case of other industries the ratios are
within the range 1.0 to 2.11.

The preceding analysis on unit—wise and industry-wise
basis, gives an appropriate idea of the poor financial position
and inefficient financial management of industrial co-operatives.
In order to get a clear picture of the overall financial
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Table. 5.11.

Io:-king capital turn our ratio or the nits studied

§

ssszaazaazssssaasasa

1900-01 1001-02 1002-03 1003-04 1904'$ 1905-5 19%~07 1007-00 1900-09 1&9-90 lean Value

1.7 2.1 2.0 2.3 2.4 2.2 2.0 3.1 2.0 1.0 2.161.9 2.2 2.1 2.1 2.6 2.0 2.2 3.2 2.1 1.9 2.234.5 4.9 1.6 2.2 1.6 1.9 2.0 0.2 4.0 4.2 3.501.3 0.0 0.6 1.2 1.2 1.0 2.4 1.0 1.9 2.0 1.506.6 7.1 7.0 0.1 11.7 9.4 6.2 7.4 6.2 5.3 7.501.0 1.3 0.9 0.9 0.6 0.2 0.2 0.6 0.4 0.4 0.650.9 0.9 0.9 0.0 1.0 1.0 0.1 0.1 0.1 0.1 0.590.6 0.5 0.4 0.7 0.5 0.0 0.0 0.1 0.1 0.1 0.460.5 1.7 0.7 0.7 0.6 0.6 0.0 0.7 0.2 0.2 0.671.5 1.0 1.0 2.3 1.1 2.4 2.0 1.7 1.7 3.0 2.011.1 1.0 0.1 0.1 0.1 0.6 0.4 0.6 0.5 0.6 0.511.1 1.0 1.6 1.0 1.6 0.7 1.4 1.3 0.0 1.9 1.401.1 1.1 0.7 0.5 0.5 0.7 0.0 0.0 1.1 1.1 0.04
1.3 1.4 1.2 1.4 _~ 1.2 1.0 0.6 0.5 0.0 1.7 1.120.2 2.0 2.0 3.0 2.1 2.5 1.0 1.3 1.4 1.1 1.901.9 1.0 1.3 1.1 1.6 1.? 2.1 1.4 2.4 2.3 1.761.2 1.1 1.2 1.2 1.3 1.3 1.2 0.9 1.0 1.0 1.140.1 5.6 0.7 0.0 1.0 1.3 1.1 1.1 1.1 1.1 1.390.7 0.0 1.2 0.0 0.5 1.2 0.0 0.0 0.0 0.7 0.043.3 2.3 1.0 0.2 1.4 1.1 0.0 1.0 0.7 0.0 1.26L
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Table 5.12

Industry average of udrking capital turnover ratios
for the period 1930-91 to 1999-90

Industrial code
Year 304 312 313 340 343 349 357 360

1980-81 2.2 2.8 0.5 1.3 1.3 1.8 0.6 2.0
1981-82 2.2 3.1 1.1 1.7 1.3 1.9 1.5 1.5
1982*83 2.0 2.9 0.6 1.1 0.8 2.0 1.0 1.7
1983-84 2.0 3.3 0.7 1.4 0.9 2.0 1.0 3.8
1984-85 2.1 3.2 0.6 0.9 0.9 2.0 1.2 1.0
1985-86 1.9 3.6 0.7 1.2 0.9 2.1 1.3 1.2
1986-87 2.0 2.1 0.8 0.9 0.7 2.2 1.1 0.8
1987*88 2.1 2.7 0.4 1.2 0.7 2.4 1.0 0.9
1888-89 1.9 2.2 0.2 1.1 1.0 2.3 1.1 0.8
1989-90 1.6 1.9 0.2 2.1 1.4 2.4 1.1 0.8
Mean 2.00 2.78 0.58 1.29 1.00 2.11 1.09 1.45
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performance, we have to examine the long term financial
conditions of these industries.

5.4 Analysis of long term financial condition or solvency ratios

when the financial condition of a firm is to be
examined, both the short and the long term financial conditions
have equal importance. The short term creditors are most
interested in the current debt paying ability of the industry
while share holders and long term creditors are concerned more
with its long term financial prospects. The long term solvency of
a firm may be examined by using capital structure ratios. which
reflect its ability to assure the long term creditors of periodic
payment of interest during the period of the loan and repayment of
principal amount on maturity or in pre-determined installments at
due dates.18

5.4.1. Debt — Equity Ratio

Debt-equity ratio or external internal equity ratio is
used to determine the proportion of debt in total financing. The
debt-equity ratio shows the relation between claims of creditors
and that of owners. This ratio provides an idea of the amount of
capital supplied to the firm by the creditors and owners
respectively . Normally, debt-equity ratio of 2:1 is acceptable. A
capital intensive industry may have a high debt equity ratio.
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The indicators used to measure the long term financial
condition is the debt equity ratio and the interest coverage
ratio. These ratios are worked out for the unit level (table
5.l3)and industry level (table 5.14) for ten years from 1980-81 to
1988—90..For each year the ratio for the industry is obtained by
averaging the firm level ratios. The industry average for 10 years
thus obtained is averaged to obtain overall average ratio for each
industry

Debt-equity ratio shows the extent to which debt
financing has been used in the business. A high ratio shows that
the claims of creditors are higher than those of owners. From the
Table 5.13 it is observed that the average debt equity ratio
between 1980-81 to 1989-90 varies from 0.89 to 8.50 Moreover,
the average ratios of 15 out of the 20 units are found
satisfactory. The overall averages of the debt-equity ratios of
the selected industrial groups are presented in Table 5.14. The
values vary from 1.18 to 6.56. It is obvious that all these
industries have debt-equity ratios exceeding one which means that
the capital contributed by the creditors exceeds owner's capital
contribution. Moreover, six out of the eight industries have debt
ratios exceeding the standard values of two and the remaining two
industries have ratios less than the standard. Thus, the debt
ratios of industrial co-operatives under study seem to be high and
unfavorable to their smooth functioning
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Debt-equity ratio of the unit: studied

Table. 5.13.

code 1980-81 1981-82 1982-83 1983-84 1984*85 196-% 1986-87 1987-88 1988-89 1989-90 lean Value

01 4.9 4.1 3.9 4.0 4.0 3.9 3.8 3.9 3.9 3.9 4.0302 5.1 5.0 5.0 5.0 5.0 5.9 4.8 4.? 4.8 4.4 4.9703 5.8 5.9 5.9 5.5 5.8 5.9 5.8 5.9 5.9 5.4 5.7804 5.4 4.2 4.0 4.1 4.2 5.1 5.1 4.9 5.2 4.5 4.6715 6.5 6.8 6.8 8.0 8.9 8.8 8.8 6.7 8.0 6.0 7.53(B 6.8 6.3 6.8 5.9 5.3 8.0 8.0 8.8 6.8 6.8 6.9507 6.3 6.6 5.8 4.9 6.3 6.1 9.2 7.1 8.2 8.1 6.86(B 3.2 3.3 3.3 3.0 3.0 3.0 3.0 3.9 3.5 3.0 3.22(B 5.6 5.1 5.5 4.5 4.2 4.0 3.0 3.0 2.9 2.9 4.0710 1.3 1.4 1.4 1.3 1.3 1.3 1.3 1.6 1.6 1.6 1.4111 2.2 2.2 2.2 2.2 2.2 2.2 2.2 2.2 1.9 1.8 2.1412 0.3 0.4 0.4 1.6 1.6 1.6 1.8 1.9 1.8 1.9 1.3413 1.5 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2314 8.8 8.8 8.6 8.5 8.5 8.5 8.4 8.4 8.3 8.2 8.5015 0.7 0.5 0.4 0.3 2.4 3.4 3.1 3.0 2.0 2.4 1.8216 2.2 2.2 2.2 2.4 2.4 2.5 2.7 2.7 2.7 2.7 2.4717 5.7 5.7 5.8 6.0 6.2 6.4 6.8 7.3 7.8 8.0 6.5718 2.3 2.3 2.0 2.0 2.0 2.0 2.1 2.1 2.1 2.1 2.1019 2.1 2.1 2.1 2.1 2.1 2.1 2.1 1.1 3.1 2.1 2.1020 0.1 0.1 3.0 3.3 0.4 0.4 0.4 0.4 0.4 0.4 0.%
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Table 5.14

Industry average of debt equity ratios
for the period 1980-81 to 1989-90

Industrial Code
Year

304 3121 313 340 343 349 357

1980*81_ 5.2 0.8 3.8 1.4 2.8 1.1 4.3
1981-82 5.0 8.1 3.4 1.2 2.6 1.8 4.1
1982-83 5.1 8.3 3.5 1.3 2.3 1.4 4.5
1983-84 5.5 7.0 3.0 1.9 3.0 2.1 4.0
1984—85 4.2 7.1 3.1 2.0 2.8 2.0 3.8
1985-86 4.1 7.2 3.2 2.2 2.6 2.3 4.2
1986-87 5.1 6.9 3.0 2.1 2.9 2.4 4.5
1987-88 5.3 6.8 3.2 2.3 2.3 2.0 4.1
1988-89 6.0 6.8 3.4 2.1 2.7 2.1 4.3
1889-80 7.0 6.6 3.3 1.8 2.2 3.0 4.5
Mean 5.25 6.56 3.29 1.83 2.62 2.02 4.23
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5.4.2. Interest coverage ratio

This ratio measures the debt-servicing capacity of a
firm in so far as fixed interest on long term loan is concerned.
It is determined by dividing the earning before interest and taxes
by the fixed interest charges on loans. It shows how many times
the interest charges are covered by the profit out of which they
will be paid. Too high a ratio implies unused debt capacity. On
the other hand too low a ratio is a danger signal to the firm,
that it is using excessive debt. The standard for this ratio for
an industry is that its fixed interest charges should be covered. . l9six to seven times.

Table 5.15 shows the interest coverage ratios of the
industrial units from 1980-81 to 1889-90. The average of these
ratios varies from(-)4.44 to 8.30. On an average, therefore ,the
debt servicing capacity of the units (15 in numbers) is
found poor. Interest coverage ratios on industry~wise basis,
given in the Table 5.16, vary from ~4.5l to 8.53. The ratios are
found unsatisfactory in all industries except two.

The evidence suggests therefore that financial position
of the units and industries are weak have been incurring excessive)

debt and do not have the ability to offer assured payment to
creditors.
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Tablu. 5.15.

Interest courage ratio of the units stufled

code 1980~81 1981-82 1982-83 1983-84 1984-85 198-86 1986~87 1987-88 1988-89 1989-90 lean Value

01 -1.4 1.3 1.5 8.5 5.4 8.6 5.2 10.3 10.7 9.3 5.9402 -1.6 1.8 1.4 9.8 5.2 10.9 5.5 11.6 10.9 9.9 6.5409 -1.5 1.4 1.6 9.3 5.3 8.2 5.5 10.8 10.8 9.8 6.1204 -1.5 1.6 1.5 9.2 5.4 8.7 5.0 10.9 10.8 9.0 6.0605 '4.4 '8.2 *6.5 *4.0 -9.4 -5.8 0.4 7.1 8.2 1.4 -2.1206 -5.4 -8.8 -6.9 -6.0 -9.5 ~5.2 0.6 7.8 7.6 1.8 -2.4007 -3.4 -8.2 -7.3 -6.8 -9.3 -5.2 0.8 7.0 8.2 1.6 -2.2608 *8.8 ~10.5 -10.1 6.1 -0.5 -2.1 3.8 *5.2 -8.2 -8.9 -4.4409 -8.9 -10.1 -10.5 5.8 -0.3 -2.5 3.2 -5.8 -7.8 8.8 -2.8110 -1.6 -0.8 0.8 -11.3 -2.1 —2.6 ~6.9 -0.6 ~0.8 -7.0 -3.2911 *1.4 -1.0 -0.5 -11.5 -2.8 -2.8 -7.3 -0.2 -0.9 -7.6 -3.60
12 -1.5 -0.9 ~0.5 -11.1 -2.3 -2.7 *2.1 -0.4 -0.7 -7.1 o -2.9313 2.7 5.1 ~1.4 4.8 1.6 1.3 2.8 2.7 2.5 2.5‘ ' 2.7414 2.9 5.5 1.1 4.4 1.6 1.0 2.4 2.9 3.3 3.1 2.8215 -12.3 -0.9 3.7 -5.8 -9.0 18.9 20.4 24.8 25.2 17.5 8.25
16 -12.5 -0.9 3.9 -5.6 -9.0 18.7 21.2 24.4 25.9 16.9 8.3017 -2.5 “1.1 -2.6 -2.8 -2.4 -2.5 -2.1 ~2.9 -2.8 -2.5 -2.42
18 *2.9 -1.3 -2.2 -2.0 -2.4 -1.9 -2.3 -2.9 -2.4 -1.7 -2.2019 -3.2 -3.9 -3.9 -3.2 -3.1 -3.6 -2.9 -3.6 -3.6 -3.4 -3.4420 -2.8 -3.7 -3.9 *2.8 -3.3 -3.2 -2.9 -4.0 -2.9 -3.7 -3.32
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Table 5.16

Industry average of interest coverage ratios
for the period 1980-81 to 1989-90

Indgstrial codeYear A ~304 312 313 340 343 349 357 360

1980-81 -1.5 -4.4 -8.9 -1.5 2.8 *12.6 -2.7 -3.0
1981-82 1.5 *8.5 -10.3 -8.9 5.3 0.9 ~1.2 3.8
1982-83 1.5 -6.9 -10.3 -0.6 1.2 3.9 -2.4 -3.9
1983-84 9.2 -5.6 6.0 -11.3 4.6 5.4 -2.4 -3.0
1984"85 5.6 -9.4 0.4 ~2.4 1.6 -9.3 ~2.2 ~3.2
1985-86 9.1 -5.4 -2.3 ~2.7 1.1 18.8 2.2 -3.4
1986-87 5.3 0.6 3.5 -7.1 2.6 20.8 *2.2 *2.9
1987-88 10.9 7.3 -5.5 -0.4 2.8 24.6 -2.9 3.8
1988-89 10.8 8.0 -8.0 -8.0 2.9 25.6 —2.6 ~9.2
1989-90 9.5 1.5 -9.9 -2.2 12.9 17.2 ~2.1 -5.1
Méan 6.19 ~2.27 -4.42 9.7% 9.58 ~1.85 *l.81
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5.5 Test of profitability

Theoretically the basic objective of a firm is to earn a
satisfactory return from its investment. The economic viability
of a firm is determined on the basis of the level of returns. In
View of this, the measurement of profitability has much
importance.

The term profit has different conceptual dimensions and
hence there can be different profitability ratios. Two of these
are: gross profit margin and net profit margin

5.5.1 Gross profit margin

The gross profit margin indicates the profit margin
left over after meeting the cost of production. A higher value of
the ratio is expected to indicate a higher rate of profitability
and a lower ratio a low level of profitability.

The performance of the units in terms of gross profit
ratios is presented in the Table 5.17. It is seen from Table that
12 out of the 20 units have negative gross profit ratios.

Table 5.18 shows that only three industries, manufacture
of drugs, medicine and allied product industry, (304) manufacture
of hand tools, weights and measures and general hard wares
industry (343) and manufacture of metal products not else where



Table. 5.17.

Gross profit sales ratio at thn units studied

code 1351031 1351-32 1332-33 1303-04 1334-35 1355-05 1355-33 1357-33 1333-03 1353-30 lean 3.5155

01 10.1 10.1 10.1 10.2 10.3 10.1 10.2 10.1 10.1 10.1 10.14
02 12.1 12.1 12.3 12.3 12.4 12.1 12.3 12.0 12.5 12.1 12.2503 3.1 11.2 10.1 3.3 12.1 10.2 10.1 12.1 10.3 10.7 10.5205 10.2 10.3 10.2 10.3 10.0 10.5 10.5 10.5 10.5 10.5 10.33
05 -7.0 -11.5 -11.1 -11.1 -12.1 -3.0 -54.0 -50.0 -53.0 -57.0 -32.11
05 -5.0 -11.0 -3.0 -2.0 -4.0 -12.0 -31.0 -12.0 -41.0 -35.0 -15.30
02 -31.0 -33.0 -32.0 -23.0 -21.0 -45.0 -17.0 -12.0 -11.0 -11.0 -37.5003 -10.1 -10.1 -20.2 -20.3 -20.2 -20.1 -20.5 -20.1 -20.2 -20.1 -13.13
03 -10.1 -5.0 -11.0 -30.0 -155.0 -25.0 -22.0 -23.0 -23.0 -23. -33.71
10 -20.0 -20.0 -70.0 -10.0 -30.0 -13.0 -75.0 -2.0 -10.0 -10.0 -25.50
11 -17.0 -15.0 -11.0 -15.0 -15.0 -12.0 -12.0 -13.0 -25.0 -27.0 -17.30
12 -15.0 -17.0 -13.0 -14.0 -15.0 -11.0 -13.0 -12.0 -13.0 -12.0 -11.30
13 30.0 30.0 10.0 30.0 10.0 10.0 10.0 10.0 10.0 10.0 13.0011 5.0 15.0 ° 15.0 5.0 10.0 15.0 3.0 55.0 15.0 25.0 15.3015 -2.2 10.0 10.0 -10.0 -10.0 30.0 13.0 11.0 10.0 13.0 3.5315 12.0 11.5 13.3 10.5 3.5 3.2 11.0 10.5 11.5 3.0 10.5517 1.0 1.0 5.0 -1.0 -5.0 -2.0 -1.0 -3.0 -1.0 -1.0 -1.5015 -2.0 -1.0 -2.0 -1.0 -5.0 -5.0 -5.0 -1.0 -4.0 -5.0 -3.30
13 -40.0 -17.0 -5.0 -55.0 -73.0 -55.0 -72.0 -53.0 -33.0 -33.0 -53.30
20 -23.0 -14.0 -3.0 -12.0 -52.0 -50.0 -70.0 -52.0 -30.0 -72.0 -13.30
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Table 5.18

Industry average of the gross profit sales ratiod
for the period 1980-81 to 1989-90

Industrial CodeYear +304 312 313 340 343 349 357 360
1980~81 8.3 “7.0 -9.4 -90.0 17.0 -20.0 -5.0 -32.0
1981-82 11.4 -14.0 *23.0 24.0 14.0 7.0 8.0 -41.0
1982-83 13.4 -14.2 -19.0 -24.0 15.0 4.0 29.0 -18.0
1983*84 14.2 -14.4 -37.0 -3.0 15.0 -25.0 -11.0 -8.0
1984-85 10.6 -12.0 -25.0 -80.0 15.0 ~3.0 -6.0 ~54.0
1985-86 9.7 -9.0 -48.0 *30.0 13.0 ~20.0 -1.0 ~74.0
1986-87 13.4 -55.5 ~11.0 -31.0 15.0 26.0 -9.0 —63.0
1987-88 14.4 -65.0 *39.0 -31.0 18.0 36.0 -11.0 —70.0
1988-89 12.1 -68.0 -189. -41.0 16.0 52.0 28.0 ~97.0
1989—90 10.9 -68.8 -188. -36.0 27.0 49.0 -9.0 -84.0
Mean 11.84 -32.79 -59.84 -34.20 16.50 10.50 r-3.60 -54.10
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classified (349), produce positive gross and net profits. The
remaining five out of the eight industries have recorded negative
gross and net profit margins. Among these industries manufacture
of electrical industrial machine apparatus and parts (360) records
the lowest profit margin.

5.5.2 Net profit margin

The net profit margin, net profit as per cent of net
sales, indicates the margin left as returns to the owner funds
after meeting all expenses, including interest and taxes. Other
things remaining the same, a higher value of the net profit to
net sales indicates a higher efficiency of the production system
which fully indicates the economic viability of the firm.

A reasonable gross profit margin is necessary to earn
adequate net profits. The average net profit ratios of the
majority of the unit are found to be negative (Table 5. 18). The
industry-wise analysis shows that the overall average net profit
ratios of five industries out of eight are negative (Table 5.20).

To sum up :the financial performance analysis reveals
the precarious financial position of the industrial co-operatives
in Kerala. There is drastic decline in profitability and
considerable erosion in liquidity on account of higher increase in
liabilities than in assets. Further, the long term financial
position is very weak. Majority of the industries are heavily
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Table. 5.19.

let profit sales rat1o of the units studied

code 1900*01 1901-02 1902-09 1903-04 1904-05 1905-06 1906-07 1907-00 1900-09 1909-90 lean Value

01 9.0 9.2 6.3 12.1 7.0 7.0 10.3 10.3 10.1 9.6 9.002 6.5 0.6 0.2 10.2 6.0 6.5 11.2 11.1 12.0 0.5 0.003 7.0 10.0 9.0 0.0 9.0 0.0 9.3 11.1 9.7 7.9 0.9004 5.1 7.0 6.0 7.0 0.0 7.0 0.0 9.2 7.6 6.0 7.17
05 -9.0 -15.0 -15.1 -14.0 -13.2 -10.1 -57.0 -62.0 -71.0 -69.0 -33.62
06 -6.0 -12.0 -9.0 -0.1 -4.6 -12.5 -32.0 -13.1 -43.0 -39.5 -17.90
07 ~36.0 -39.5 ~34.0 -31.2 -27.0 -17.0 -40.5 -43.0 -12.5 -46.0 -39.47
09 -12.0 -11.0 -22.0 -21.4 -23.0 -22.0 -21.5 -22.0 -20.0 -21.0 -19.67
0 ?12.1 -0.0 -49.0 -32.0 -171.0 -20.0 -29.5 ~29.9 -31.0 -32.1 *42.26
10 *23.0 -24.0 -74.5 -12.4 -34.0 -21.3 -77.0 *5.0 -12.0 -13.1 -29.63
11 -19.0 -10.0 -15.0 -19.0 -17.0 -13.0 -19.0 -23.0 -29.0 -29. ‘20.15
12 -10.0 -19.5 -21.4 -16.0 -10.0 *19.5 -14.0 -14.3 -15.0 -14.3 -17.00
13 27.0 26.5 30.0 27.0 0.0 9.0 7.0_ 0.0 9.0 0.0 16.7514 4.0 10.2 12.5 3.6 7.5 12.4 6.2 53.0 12.0 22.0 14.6415 -3.0 9.0 9.0 -11.0 -12.0 29.0 17.0 9.0 9.0 17.0 7.1016 10.1 9.5 11.0 9.0 7.0 0.2 9.5 9.0 0.0 7.0 0.0317 -1.0 -0.5 -4.0 -3.0 -7.0 -0.0 -6.0 -1.5 -3.4 -2.4 -3.9010 -3.5 -2.0 -4.0 -3.0 -0.0 -9.0 -7.2 -5.5 *6.0 -7.0 -5.60
19 -43.0 -10.5 -0.0 *50.0 -02.0 -70.0 -74.0 -71.0 *101.0 -91.0 -61.65
20 -30.0 *16.0 -11.0 -44.0 -65.0 -62.0 -72.0 -64.0 -02.0 -75.0 -57.10
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Table 5.20

Industry average of the net profit sales ratios
for the period 1980-91 to 1889-90

Industrial Code
Year 304 312 313 340 343 349 357 360
1980-81 7.0 -8.0 -8.8 -100.0 15.0 -24.0 -8.0 -34.0
1981-82 10.0 -15.0 -26.0 23.0 12.0 6.0 7.0 -42.0
1982-83 8.0 -15.1 -22.0 -25.0 13.0 3.0 27.0 -20.0
1983-84 13.0 -15.0 -40.0 -32.0 14.0 -28.0 -12.0 -11.0
1984-85 8.0 -13.0 -30.0 -82.0 10.0 -8.0 -7.0 -56.0
1985-86 7.0 -10.0 -52.0 -32.0 12.0 -21.0 -2.0 -76.0
1986-87 12.4 -66.2 -18.0 -36.0 12.0 25.0 -8.0 -66.0
1987-08 12.2 -68.2 -42.0 -36.0 16.0 35.0 -12.0 -72.0
1988-89 11.1 -90.1 —212.0 -51.0 17.0 51.0 -23.0 -99.0
1889-90 9.6 -88.9 -202.0 -38 0 24.0 47.0 -10.0 -86.0

Méan 9.83 -39.05 -65.38 -40 90 14.50 8.50 -4.80 -56:20
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burdened by debts and they are not in a position to pay
interests being caught in a debt trap. The poor performance may
have several underlying reasons, such as managerial ofi
institutional. The ensuing chapter endeavours to discuss some of
the questions with respect to the management of
the involvement of the workers in management.

XXXXJK
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CHAPTER 6

C0-OPERATIVE MANAGEMENT AND HORKER'S INVOLVEMENT

In the preceding two chapters, the efficiency of the
industrial co-operatives, in terms of growth, productivity,
capacity utilisation and financial performance was analysed. The
dismal performance, exemplified by the several indicators, calls
for an analysis of factors that have possibly affected the
industrial units adversely. In the case of industrial
Co-operatives where the workers themselves are the owners and
managers, labour unrest which is considered in many quarters as
an important factor affecting work efficiency in Kerala should be
expected to be on the low side. In the present chapter, in
pursuing the causes of inefficiency, particular attention is paid
to managerial quality and worker's involvement in industrial
co—operatives. The exercise is likely to throw up resulted which
would be of significance to policy making. Though, in principle,
industrial co—operatives are owned and managed by workers, in
Kerala the worker's role in the management of industrial
co-operatives is seem to be minimal. Further,it varies among the
co-operatives depending upon difference in the relative
representation of member-workers and non-member workers.



6.1 Co-Operative Management

Management in a co-operative has to function within the
frame work of a complex system of democratic control. The General
Body of the members of a co—operative constitutes its body
politic. The ultimate authority of the co-operative is vested in
the general body. The democratic control would be ideal ,if all
the members could directly supervise the management of the
day—to-day affairs. But it would be neither expedient nor
economical for all the members together to supervise and
manage the society. Therefore, the members elect from among
themselves the Board of Directors which is the designated
authority to control management. Thus the members exercise
control over the Board and the latter over the executive
management which in turn is appointed by the Board. The General
Body cannot interfere with the actions of the Board in the
exercise of authority conferred on it by the bye-laws. However,
the General Body possesses the authority to elect or ,remove the
Board of Directors. Thus the General Body satisfies the basic
elements of democratic control indirectly. However, the success
of democratic control would depend on the efficiency of the
members. Naturally, educational qualifications, the cause of
co-operativisation and political affiliation of the members in
general and Board in particular should be expected to have a
significant role to play in the quality management of
co~operatives. The discussion below on these aspects is made on
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the basis of a study of workers on a sample basis and of the
entire Board of Directors.

The educational qualifications of the Board members of
the co-operative units are presented in Table 6.1. It may be
observed that the majority of the Board members have relatively
low academic qualifications say S.S.L.C or below. Table 6.2 shows
however that wide inter-co-operative differences exist in respect
of educational qualifications of Board members. For instance in
industry 349, all the Board members had education of less than
S.S.L.C level. On the other hand in industry 304, all the Board
members possessed professional educational qualification, see
Table 6.2

It is also revealed that none of the managerial
personnel had professional managerial education. The founders of
Co~operative movement had anticipated this problem right from its
inception and had emphasised &as a remedial measure the imparting
of co-operative education to all members.3

Classification of the Board members according to
co-operative education is presented in Table 6.3. It is observed
that only a small proportion, 12 out of 140, had acquired any type
of formal co~operative education. The lack of co-operative
education of the managerial personnel must have been one of the
reasons for the poor performance of the co-operatives.
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Table 6.1

Classification of Board nenbers in the units
according to the educational qualifications

Units 8.8.L.C
Grad—
uate ITI

Dip~
loma ‘Engg.

Profess­
ional

Total

01
02
O3
04
05
05
O7
O8
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Table 6.2

Classification of Board members in the industrial groups
according to the educational qualifications

Ind. Below Grad- Dip- Profesa" Total
Code 8.8.L.C 8.S.L.C uate P.G. ITI loma. Engg. ional304 - — ~ ~ - - ~ 28 A 28312 3 8 7 - 2 * - ~ 21313 - B 4 ~ 2 - - ~ 14340 10 9 2 — - ~ ~ - 21343 1 8 4 ~ 1 ~ ~ — 14349 14 - — - - - — - 14357 - - ~ - 9 5 - - 14360 3 7 1 1 - - 2 — 14
Eotal 51 41 18 1 14 *5 2 28 140
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Table 6.3
Dibtribution of the Board numbers in the units

on the basis of co~operative education.

81. DescriptionNo. No. Percentage
01 Board members havifigco-operative education 12 9

02 Board members not having 128 91
co-operative education

Total 140 100
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Another factor which would determine the quality of the
management is the commitment of the Board members to the
co-operative. It is understood from Table 6.4 that majority of
the Board members ,in the units under study are non- workers. The
only exception to this general pattern are industries 313, 349 and
357,see Table 6.5.

Another major factor could be the political affiliation
of the Board members. It is seen from Table 6.6 that the magority
of the units, 16 out of 20, are governed by Board members having
political affiliation. Industry—wise analysis shows that in all
the industries, except one, Board members had clear political
affiliation, see Table 6.7

Thus we find that the majority of the Board members are
non- workers and persons without co—operative education and with
clear political affiliation. Non-workers in position of management
is against the basic principle of co-operation, which by
definition is an organisation owned and controlled by workers on
the basis of the democratic principles. The political affiliation
of Board members leads oftentimes to situations in which, the
co-operatives are subjected pressures from outside, namely by
political parties whose interest need not necessarily conform to
those of the co-operatives. In short, various factors like lack of
education, lack of professional management and external
interferences are seen to have adversely affected the quality of
management of the co-operatives. Apart from the quality of



Table 6.4

Classification of Board members in the units
on the basis of work performance

Units Worker Non worker Total01 — 4 4O2 — 7 703 — 7 7O4 - 10 1005 - '9 906 ~ 7 707 ~ 7 7O8 4 3 709 5 2 710 6 1 711 1 6 712 1 6 713 1 6 714 1 6 715 7 - 716 5 — 517 7 — 718 7 - 719 — 8 820 ' 3 6Total 48 82 140
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Table 6.5
Classification of Board nenbers in different

industrial gorupa according to the work performance

Ind. Non ACode Worker worker Total

304 - 28 28312 - 23 23313 9 5 14340 8 13 21343 2 12 14348 12 - 12357 14 - 14360 } 3 11 14
Total 48 92 140
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Table 6.6
Classification of Board numbers 1n the units

on the basis of political attachment

Units Politically Politically Totalattached not attached01 - 4 4OZ 4 3 703- - 7 7~04 5 5 10O5 5 4 906 4 3 707 4 3 7O8 4 3 709 3 4 710 5 2 711 3 4 712 7 — 713 7 ~ 714 7 - 715 4 3 716 5 — 517 5 2 718 5 2 718 4 4 B20 3 3 6Total 34 56 140(60) (40) (100)
Note : Figures in the parantheaia are the percentage to the total
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Table 6.?

Classification of Board numbers in different
industrial groups according to political nttachnent

Ind. Politically PoliticallyCode attached notattached Total

304 9 19 28313 13 10 23313 7 7 14340 15 6 31343 14 - 14349 9 3 12357 10 4 14360 7 7 14
Total 84 58 140
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management, there may exist other factors which also influence the
performance of co—operatives. To some of the more important among
them, we now turn.

6.2 Employmnt structure of the Co-operatives

Employment structure may have a bearing on performance.
The classification of the members and workers on the basis of the

units under study is presented in Table 6.8. There are 5080
members but only 212 (about four per cent)are member workers.

Table 6.9 presents the percentage distribution of
members and member-workers by industrial groups. It may be
observed that only a small percentage of workers are members. For
example, the industrial group which employs the highest percentage
of members (360) employs only 41.25 per cent . 1n the case of
thdfi? ‘.“ industrial groups only less than two per cent of
members are workers. Since the majority of the workers are
non-members, the poor performance of the industrial co-operatives
in terms of ,productivity and capacity utilisation which was
observed earlier, could perhaps, to a considerable extent, be
attributed to the lack of worker's involvement in productive
activity. An examination of the socio-economic background of
workers might throw light on other factors which affect worker's
commitment.
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Table 6.8
Distribution of Ienbers and uorkora

or the units studied

Un1t8 No. of No. of Horkersmembers Hember Non member Total01 64 3 12 1502 864 8 18 2603 641 8 22 3004 657 9 11 2005 542 6 19 25O6 242 4 14 1907 222 5 9 14082 108 7 22 2909 51 2 6 810 122 5 1 611 ,8B 8 1 912 218 7 1 813 240 1 1 214 175 5 B 1315 212 32 8 4016 123 8 4 1217 322 40 62 10218 118 21 18 3919 56 23 13 3820 24 10 8 18Total 5090 212 258 470
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Table 6.8

Claasifiéntion of Ienbcrs and workers
according to the industrial groups

Ind. Total Total Member 7. of "9a%'£?k5e"3's 7. to member workersCode Members workers workers to members to total workers

304 2226 91 28 1.26 30.77312 1006 57 15 1.49 26.32313 159 37 9 5.66 24.32340 428 28 20 4.67 80.91343 415 15 6 1.45 40.00349 335 52 40 11.94 76.92
357 441 142 62 I4-.85 43.66360 so 54 33 41.25 61.11
Total 5090 470 213 4.18 45.33
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6.2.F. Socio-economic background of the workers

The distribution of workers according to age is
presented in Table 6.10. It is observed that the majority of
workers in the age group 36-45 are non~members.

The educational qualification of the workers is
presented in Table 6.11. It is seen 52 per cent of the member
workers do not have even S.S.L.C. education.The majority of the
better qualified and the professionally educated belong to the
non-member category. The non-member workers are likely to be less

committed to the cause of the co~operative than the member­
workers . They may seek better opportunities elsewhere and may
therefore have less of permanent interest in the society. The
extent to which individuals would seek better opportunities would
depend partly on their economic status, determined by household
background and current income levels.

Distribution of workers, on the basis of the source of
current income, is presented in Table 6.12. It is observed that
70 per cent of the member-workers depend solely on their salary.
However, only 36 per cent of the non~member workers are in this
group. Furthermore, 64 per cent of the non~member workers have
alternative sources of income. This fact implies that the
dependence of the member—workers on the co-operative for
sustenance is much higher than that of the non—member workers.



Table 6.10
Distribution of the uorkers in the units

on the basis of age

81. Range of Members Non membersNo. Age No. Percentage No. percentage

01 18-35 17 34 12 24
02 36-45 12 24 27 54
03 46-55 21 42 11 21

Total 50 100 50 100
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Table 6.11

Distribution of the workers in the units
on the basis of educational qualification

S1. Qualification Members Non membersNo. No. Percentage No. percentage
1

01 Below 8.8.L.C 26 52 18 36
O2 % 8.8.L.C 11 22 17 34
03 TechnicallyQualified 13 26 15 30

Total 50 100 50 100
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Table 6.12

Distribution of the workers in the units
on the basis of income

81. Source of Members Non membersNo. Income No. Percentage No. percentage

01 Salary &Rages 35 70 18 36
02 Other thanWages & salary 15 30 32 64

Total 50 100 50 100



The distribution of workers on the basis of the wages
and salaries presented in Table 6.13. shows that 70 per cent of
the member- workers get monthly wages below Rs.lO00. The
corresponding percentage among non~member workers is smaller, 34
per cent . The majority of workers in the latter group belong to
higher wage categories.

This finding reinforce the earlier one that the
dependence of the member-workers on co—operatives is much stronger
than that of the nonrmember-workers.

The length of service of the member and non -member
workers is presented in Table 6.14; The length of service of
member workers and non-member workers lies in the range of U—20
years. In general the proportion of workers with less than 10
years of work is higher among non-members. Whether this phenomenon

is due to larger incidence of leaving work in the co-operatives by
non-member workers in search of better opportunities is not
certain.

Contrary to the co-operative ideas, an important
phenomenon observed in the industrial co-operatives of Kerala is
that majority of the workers are found to have actively
participated in trade union activities. It is seen from the
table 6.15 that 83 per cent of the total workers are members of
trade unions. Furthermore, 74 per cent of the member workers and
82 per cent of the non member workers are involved in trade union



Table 6.13

Distribution of the workers in the units
on the basis of wages & salary

B1. Wages & Members Non membersNo. salaries (Rs.) No. Percentage No. percentage

01 0 - 500 11 22 2 4
02 501 - 1000 24 48 15 30
03 1001 - 2000 12 24 24 48
04 [ above 2000 3 5 9 18

Total 50 100 50 100

182



Table 6.14
Distribution of the workers in the units

on the basis of length of a¢rv1c¢

81.

183

Length of Members Non membersgNo. service_1n yre. No. Percentage No. percentage

01 U - 5 16 32 27 54
02 6 - 10 28 56 18 36
03 11 - 20 6 12 5 10
04 above 20 - - - ­

Total 50 100 50 100



Table 6.15

Distribution of the workers in the units
on the basis of trade union activities

81. Trade Union Members Non members TotalNo o NO o 70 NC a 70 No o 79
O1 Activist 37 74 42 93 93 83
02 Not activist 13 26 4 8 17 17

Total 50 100 50 100 100 100
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Table 6.16

Distribution of the workers in the units
on the basis of political attachment

81. Po1itica1_gw Members Non mefibers TotalNo. attachment No. % No. % No. 1

01 Attached 25 52 41 92 57 67
02 Not attached 24 43 9 19 33 33

Total 50 100 so 100 100 100
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activities. Again it is found that the 67 per cent of the total
workers are associated with political parties (table 6.16 ). Thus
it is significant to note that trade union activities are
stronger among the non-member workers.In several academic and
administrative discussions, the view has been expressed that
political interference is one of the reasons for the efficiency
lapse of the sector.

6.3 Level of involvement of workers in the co-operatives

The problem of labour commitment assumes considerable
significance in the context of increasing labour productivity?
Organisational commitment refers to the nature of an individual‘s
relationship with an organisation. That is, a highly committed
member will demonstrate (a) strong desire to remain as part of the
organisation, (b) willing to exert high levels of effort on behalf
of the organisation and (c) definite belief in the values and
goals of the organisation. Two major views of employee's
dedication focus on effective attachment and calculative
involvement. The emotional based view of organisational
commitment emphasises the employees sense of unity and share
values with the organisation? Another view of organisational
commitment centers on the calculative aspects of employees ~
organisation relationship, thus envisioning economic factors to be
of primary importance Still another version of organisational
commitment refers to person's effective relations to the
characteristics of his employing organisation. It is concerned



with the feeling of attachment to the goals and values of the
organisation for its own sake rather than instrumental reasons.
However, Steerseexplains organisational commitment as the relative
strength of an individual's identification with and involvement in
a particular organisation. Further, it is argued that commitment
is characterised by three factors: (a) a strong belief in and
acceptance of the organisation goals and values, (b) a willingness
to exert considerable effort on behalf of the organisation and (c)
a strong desire to remain as a member of the organisation?
Another argument is that the worker ownership may affect employees

commitment Worker owners were found to have higher levels of
influence, greater identification with company's goals and greater9 . . 8Job satisfaction.

In the co-operatives, workers are the owners of the unit
while in the conventional firm workers are hired to work by the
owners of the firm. Opportunity for the decision making in the
conventional firm is rare, while in the co-operatives it is taken
by the members . The co-operatives operate according to the
principles of wages equalization while in the conventional firms
worker's wage rates vary depending upon the job they perform.
Further, in the co-operatives individuals pay depending on the
effectiveness of the entire organisation. This leads to the
hypothesis that organisational commitment is greater among the
co-operative owners than among the workers in a conventional. . 9organisation.
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The task of the present section is to examine the link
between the theoretical views with the empirical experience. For
this purpose, the level of involvement of the workers, both member
and non-member, is to be examined.

Likert - type scalelois used to analyse the various
levels of involvement of the workers. The twenty statements in
the second part_of the schedule is intended to reflect the workers

involvement. Each statement will find seven possible response

categories (strongly disagree, moderately disagree, slightly
disagree, neither agree nor disagree, slightly agree, moderately
agree and strongly agree). Responses obtained are analysed and
scores assigned as a bipolar scale for the different categories of
responses indicating strongly agree to strongly disagree with a
score range of 7 to 1 (ie. strongly agree 7, moderately agree 6,
slightly agree 5, neither agree nor disagree 4, slightly disagree
3, moderately disagree 2 strongly disagree 1) Maximum Score
attainable is 140 and minimum 20. The range of the total score
from 20-140 is divided into three groups (20-60, 61 - 100, 101 ­
140). The first group is taken as the workers with low .level of
involvement, second with moderate level and the third with high
level of involvement. Mean and coefficient of variation of the
scores of the member and non member workers are computed. These

two parameters are used to examine the differences in the level of
involvement of the member workers with that of the non-member
workers.
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The workers, on the basis of the scores they attained,
are presented in the table 6.17. The mean score of the member
workers are 102 with standard deviation 25.29. However, the mean
and standard deviation of the score of the non-member workers are

86.8 and 23.45respectively . The coefficient of variation of the
member and non-member workers are 24.78 and 27.01 respectively.
The level of involvement of the workers is presented in the table

i6.l8.Workers are classified into three groups on the basis of the
level of involvement.The first group show low level of
involvement. The second group shows moderate level of involvement
and the third group has high level of involvement.

Thus, it is realised that the non-member workers in the
Ico-operatives have less commitment to the organisation. Eight
per cent of the member workers show low level of involvement as
against 12 per cent of the non*member workers in this category.
Twenty eight per cent of the member workers are of the moderate
level of involvement as against 62 per cent of the member workers.
Finally, 64 per cent of workers show a high level of involvement
as against 26 per cent of the non-member workers.

To sum up, the analysis shows that the existing
industrial co—operatives in Kerala are not organised in accordance
with the co-operative principles which assume, fundamentally,
absence of external interference and exploitation. In addition,
these industrial _units are not getting the services of
professional management. Above all, the workers commitment is



Table 6.18
Distribution of the workers in the units
on the basis of the level of involvement

81. Members Non membersNo. Description No. % No. %
01 Low level of Involvement 4 8 6 12
02 Moderate level ofInvolvement 14 28 31 62
03 High level of Involvement 32 64 13 26

Total 50 100 50 100
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Table 6.1?
Classification of workers

on the basis of the score they attained

81. Range of NonNo. score member member

01 20- 40 1 208 41- 60 3 403 61- B0 6 11
04 81-100 8 20
05 101-120 19 9
06 121-140 13 4
Total 50 50
Mean 102.00 86.80
8.D. 25.28 23.45
C.V. 24.79 27.01
Note : 8.D. - Standard Deviation

C.V. - Coefficient of Variation



found to be on a low side. The reasonsfor this state of affairs
are embedded in the legal frame work itself. The co—operatives
are envisaged as worker owned firms working on democratic

principles. But)in industrial co~operatives of Kerala as found
earlier, only about 4 percent of the members are workers. ln
other words majority of the members are non .workers and they,
because of their money power, superior knowledge and skill,
control the destiny of the co—operatives. Further, due to this
non-worker ownership and managerial control the ‘production
relations also follow the usual pattern of exploitation. This
findings warrant to effect necessary changes in the Co-operative
Act of Kerala so as to limit the assistance rendered by the State
to the deserving workers alone. This may be done either by
incorporating necessary amendments to the present Co-operative Act

or enacting a new piece of legislation. Discussion in this chapter
reveals that the research in this direction can provide better
answer to the non success of the industrial co-operatives.
However, due to several constraints present study is taken only
limited indicators for this purpose which shows ample scope for
further reach.

XXXXX
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CHAPTER 7

suns: ; RY AND concwsxous

In this Chapter we summari the discussion and
recapitulate and highlight the major conclusions. _This study
constitutes a pioneering systematic attempt to identify the
problems and prospects of the modern small scale industrial
co-operatives in Kerala. The performance of the industrial
co~operative was analysed with the help of the secondary data
while discussion at the unit and industry-group levels was made
mainly on the basis of primary data collected personally ‘through
interviews with structured schedules, of all the industrial
co-operatives selected.

The progress and development of the co-operative
movement in Kerala has been substantial particularly in terms of
the quantitative aspects. This form of organisation has made
forays primarily in the service sector activities, mainly banking
and trade. However, the performance of the co—operatives in the
productive sector particularly manufacturing,has not been
impressive.



The analysis of growth of the units, in terms of output,
value-added, employment and fixed capital, revealed the dismal
performance of the modern small scale industrial co-operatives
during the 19808. It is observed that the annual growth Tfitfg of
output of the units varied from (+)68.29 to 14.68 and that only

‘IQ ILE’

seven units showed rising trend. The annual trend growth” of
value-added varied from (—)66.89 to 19.41. The corresponding
growth of employment and fixed capital of the units varied
from (-) 23.41 to 5.86 and (-)4.49 to 4.21 respectively. For the
half of the total number or units no change was disc fifimd. in the
growth of employment.

The industry-wise analysis has been carried out to get a
wider perception pertaining to the role of co-operatives in the
industrial scenario of Kerala. The annual trend growth of
employment is slow due to the low investment rate. The trend
growth rate of output varied from (-)5.0 to 5.02 and only two
industries showed a rising growth trend of output. The trend

growtqhof value-added varied from (-)6.0 to 8.30. and only two
industries had rising trend; the growth '?gt3 of employment varied
from (-)4.BO to 0.68. Growth “fififi of fixed capital revealed the
low level of capital investment which lay in the range of from
-3.43 to 1.12. There was only one industry which showed rising
trend of fixed capital.

10':



The productivity analysis reveals the low level of
labour productivity, capital productivity and the total factor
productivity in all these units. Labour productivity and capital
productivity of the majority of the units have shown declining
trend. However, the units which are entirely controlled by member
workers showed better performance. Similarly, the units which are
fully controlled by professionals also showed better performance.

The industry~wise analysis reaffirmed this conclusion.
The total factor productivity analysis revealed rising trend in
three industries,- manufacture of drugs, medicines and allied
product (304), manufacture of hand tools, weights and measures and
general hardware (343), and manufacture of metal products
n.e.c(349). In the others declining trend was observed. The
capacity utilisation analysis revealed that units in which growth
trend was rising experienced problem of idle capacity. This
observation is found valid both at the level of units and
industry-groups.

The financial performance analysis which is done with
the help of_common size statement and ratio techniques presented a
picture of unhealthy practices in financial dealings. Common
size statement analysis disclosed the fact that all the industrial
co-operatives were depending heavily on loans from outside



agencies and that the equity by members or government were not
collected promptly and adequately. The ratio analysis method was
employed to examine the liquidity, solvency and profitability of
the industrial co~operatives. The short term financial position
which was analysed in terms of current ratio, acid-test ratio,
inventory turnover ratio and working capital turn over ratio,
presented a dismal financial picture of the industrial
co-operatives.

The current ratio of the units for the study period,
was not satisfactory. This ratio was favorable only for one unit
and in all the other cases it was far below the accepted standard

In fact in seven out of the eight industries‘ current ratios
were less than the conventional standard.

The acid test ratio of the 19 units was found to be far
below the standard. The units were not in a position to meet
current obligations. There was only one industry which had an
overall mean acid test ratio exceeding the standard ratio of one.

The average inventory turn over ratio, in the case of
units, varied from one to 16.46 while the overall ratio, in the
case of industrial group varied from 1.96to 5.82 .This finding
reinforces the observation that the financial performance of
industrial co-operatives was poor.
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The average working capital turn over ratio of the units
varied from 0.46 to 7.5 while the overall average of industries
lay in the range of 1.0 to 2.11.

A high debt-equity ratio observed was indication of the
fact that the claims of creditors were greater than those of
owners. The unit-wise ratio varied from 0.88 to 8.50 during the
study period. Thus, the total debt of all these units exceeded
capital contribution by members. The overall average of the
ratios of the industries varied from 1.18 to 6.56.

The interest~coverage ratio of the units, varied from
(—) 4.4%to 8.30. The average ratio of 12 units were negative, a
sure indication of their inability to make the interest payments
out of their earnings. The overall ratio, in the case of
industrial groups was in the range of (-)4.5l to 9.53.

The profitability of the units as well as the industrial
group were tested using the gross profit-sales ratio and net
profit—sales ratio. The gross profit sales ratio of twelve units
had negative values,not at all a sign of healthy financial
position. The industry—wise analysis reveals that three
industries- manufacture of drugs, medicine and allied product
industry (304), manufacture of hand tools, Heights and measures
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and general hardware industry (343) and manufacture of metal
products industry not elsewhere classified (349)- did have
positive gross and net profits.

Thus, the financial performance analysis highlighted the
unhealthy financial position of the industrial co-operatives.
Further, there was a drastic decline in profitability and
considerable erosion in liquidity on account of increase in
liabilities . The long term financial position of the industrial
co-operatives was also weak.

The dismal performance exemplified by the several
indicators, growth, productivity, capacity utilisation and
financial management, called for an in- depth analysis of the
factors which accounted for it. In the case of industrial
co-operatives in which the workers themselves were the owners and
managers, labour problem which is considered in many quarters as
an important factor affecting efficiency in Kerala, was expected
to be on the low side. This hypothesis was tested in some
details.

Worker's involvement in the co-operatives and their
socio-economic background were first taken up. The political and
the trade union affiliation of these workers, both member and
non—member, was also examined. It was seen that member-workers
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formed only a small portion,about four per cent of the total
number of members. Since the majority of the workers‘ were
non~members the poor performance of the industrial co-operatives
in terms of productivity and capacity utilisation, as was observed
earlier, could have been , to a large extent, due to the lack of
worker's commitment to productive activity. This surmise was
verified by the analysis of worker's involvement. On the,
average, the level of involvement of the member workers were found

to be far above that of the non-member workers. The mean score of
the member workers was 102 while for the non-member workers it was

only 86.80. The coefficient of variation of these measures were
24.79 and 27.01 respectively.

Further, it is seen that the educational qualification,
formal and co-operative, of the workers were not of the desirable
level.

The member workers were receiving remuneration at levels
lower than those of non-member workers. Hence, they involved
themselves actively in trade union activities to secure better
emoluments and service benefits. In this process, the principles
of co-operatives get violated and flouted.

The performance of the managerial personnel was also
found to be poor. The managerial personnel did not possess, in
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general,the required qualifications or training. Further, as a
consequence of the political affiliation of the Board members, the
co-operatives were coming increasingly under the pressure of
external influences, particularly of the political parties.

In sum, the ideals of co-operatives are not being
realised in the modern small scale sector. Their performance in
terms of growth, productivity, capacity utilisation and financial
management leaves much to be desired. The analysis reveals that
the dismal performance of the individual units should not be
interpreted to be the failure of the co-operative principles but
to be the results of the faulty steps followed by the’ persons in
position of control and authority. These co-operatives were
formed without considering the ability of the members, their
technical know.-hon, and their experience to contribute to
production. The management, elected bodies of the co-operatives ,
did not have adequate representation of the workers. Further, in
terms of managerial capacity and education, the expcrtices were
weak. Thus, the problems behind the non success of the
co-operatives in the modern small scale sector of Kerala arose
primarily due to defects in the formulation and design of the
functioning of co—operatives. The loopholes in the co-operative
rules must have helped to overlook these aspects at the 'time of
registration of the units concerned. In principle, the
co-operative is a sound and desirable democratic form of
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organisation; however in practice, the ideology, philosophy and
principles have been given the go—by: The co-operative seems to
have degenerated into an organisational form which the
exploitative character of capitalist enterprise persist. The legal
framework that has been provided for the cdbperative in Kerala
provides freedom for all to start industrial co-operatives and
wide scope to abuse the fundamental tenets co-operation. Further,
the lacuna of legal framework and the administrative system have
enabled political and other interest groups to penetrate in to the
co-operatives for partisan -gains. Legally speaking the
co~operatives fulfill the requirements of this organisational
form; but in practice they too partake of the exploitative
characteristics of private capitalist firms.

3K**¥*
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Table A.Z.1

Classification of 881 units according to
the type of Organisation as on 1884-85.

81. . Type of organisation % lo theNo. Total
1 Proprietorship ‘ 80.032 Partnership 17.193 00-operatives 1.094 Private Limited 0.975 Public Limited 0.01
6 Charitable society 0.71

Total 100.00
Source 3- Department of Industrial and Commerce.
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Table A.2.2

Performance of 881 units during
the period 1980-81 to 1889-90

Year Total 881 % of working Co-op.881 Co—op. to the Total
19eo~e1 13935 1289 55.0
1981-82 21972 1289 56.98
1982-83 24884 1291 57.30
1983-84 28117 1316 57.49
1984-85 31489 1365 57.38
1985-86 35365 1465 47.33
1986-87 40342 1515 42.50
1987-88 49191 1550 42.75
1988~89 57422 1586 42.33
1989-90 63698 1631 42.17
Bource :- 1. Economic review various issues

2. Department of Industries and commerce
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Table. A.4.1.

Total factor productivity 1nd1ces of the units studied (Kendrick)

code 1980- 1981- 1982- 1983- 1984- 1985- 1986~ 1987- 1988- 1889­81 82 83 84 85 86 87 88 89 90
01 100 94 103 98 97 223 224 192 128 17302 100 97 110 118 142 86 75 174 198 19103 100 453 575 413 423 416 404 312 312 28704 100 109 123 180 65 422 540 394 442 44305 ~100 108 84 109 139 155 114 231 242 13906 100 91 76 43 52 92 59 60 43 2707 100 89 74 79 53 27 44 25 19 3208 100 87 65 67 79 174 121 136 142 9909 100 106 102 101 89 83 71 66 54 5010 100 85 102 99 99 100 121 118 154 13111 100 107 17 19 58 30 16 43 71 7012 100 65 57 29 31 44 43 26 49 7913 100 151 152 298 215 275 244 275 280 21814 100 97 118 77 75 63 72 70 82 7415 100 303 327 250 223 853 863 853 858 83316 100 126 112 137 122 143 145 157 106 12217 100 92 146 74 70 68 77 61 36 5218 100 198 154 113 147 154 114 123 118 14419 100 926 96 90 38 56 52 67 62 4920 100 98 88 89 96 77 45 38 32 24
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Table A.4.2

Total Factor productivity indlcos (finndriok) of Selected
Induutrlal Groups

IndustriesYear - ­304 312 313 340 343 349 357 360
1980-81 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
1981-82 139.33 94.30 109.09 122.46 162.84 249.84 96.24 91.83

1882-83 160.00 76.83 104.84 113.95 175.73 356.46 90.52 82.52
1983-84 246.69 68.60 102.85 82.92 151.61 186.80 74.30 84.81
1994~85 221.04 79.66 88.65 74.79 161.17 221.89 71.39 79.75
1985-86 330.76 75.08 80.18 80.91 160.66 593.80 69.74 75.69
1986-87 404.18 70.44 68.02 79.53 121.40 781.65 76.99 40.0?
1987-88 363.84 76.40 60.29 85.01 144.76 670.36 61.99 24.78
1988-89 381.99 73.97 52.50 81.82 163.77 636.19 38.84 22.09
1989-90 377.25 73.60 51.08 80.12 175.46 682.73 55.04 17.15
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Total factor productivity lndlces of the units studied (Solon)
Table. A.4.3.

code 1980­ 1981­ 1992­ 1983­ 1984- 1985- 1986- 1987~ 1988- 1989­81 82 -83 84 85 86 87 88 89 90
01 100 94 108 103 101 249 249 212 140 19002 100 87 110 118 140 88 76 146 155 16003 100 507 652 469 478 469 454 351 352 32304 100 108 122 181 64 414 544 400 450 45205 100 108 85 109 139 155 114 231 240 13906 100 91 74 43 52 37 23 24 17 1107 100 88 75 79 53 27 44 25 19 3208 100 85 67 66 80 173 122 135 143 9809 100 104 101 99 90 82 73 68 51 4910 100 85 102 99 89 101 121 119 154 13111 100 104 17 19 58 31 17 44 70 7112 100 65 57 28 31 44 43 26 49 7813 100 149 154 296 227 276 243 276 278 21714 100 95 121 76 75 65 65 65 80 7015 100 305 329 252 224 853 864 884 859 83516 100 125 112 136 120 143 144 157 106 12117 100 92 145 74 69 67 77 61 36 5318 100 188 156 113 145 151 112 118 113 13719 100 93 95 82 35 56 50 67 64 4820 100 88 88 88 85 77 43 38 30 25



Table AJI4

Total Factor Productivity Indices (Solon) of
Selected Industrial Group:

IndustriesYear 4 304 312 313 340 343 349 35"! 360
1980-81 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
1981-82 140.50 93.98 108.61 121.92 153.63 255.31 96.38 92.10
1982-83 162.11 75.86 104.75.113.38 163.27 361.24 90.69 85.14
1983-84 253.23 68.02 102.60 82.63 141.31 190.03 74.78 84.10
1984-85 227.20 67.44 88.86 76.23 150.02 222.04 71.58 82.45
1985~86 339.45 57.12 80.84 81.97 146.28 573.07 70.17 79.68
1886-87 419.50 69.19 68.43 80.28 114.03 679.77 77.54 40.57

1987~88 382.54 75.61 60.29 87.06 136.54 595.72 62.89 24.93
1988-89 401.81 78.96 52.64 83.10 167.03 580.21 39.63 22.61
1989-90 396.89 72.92 51.32 80.48 170.18 613.74 56.54 16.81



A P P E N D I X — B

SCHEDULES USED FOR THE FIELD SURVEY



APPh.'NDIJ-’. -- B.1

Schedules used to study the performance
of the Industrial Co—operatives

Identification details

Name and address of the unit
Year of establishwent
Register No.
Year of commencement of Production

Major Product/Production
Accounting year
No. of members

No. of shares
No. of shares fully subscribed
Total Equity
Any Equity participation by Government or
any other agency.
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wk 10. Particulars of produces sold to Large Scale units
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— ¢ ¢ ¢ 2 — — — ¢ — x x — — — — g . — — ¢ o — — — m » — — — _ w — — — — ~ — — — — ‘ — — — — — a _ — — — — — — e — — — » — — — : m — — — A — — — — — — — — w — — — w — — — — ¢ — — — ¢ — —­

¢ ¢ — — ¢ z ¢ n — — — — ¢ ¢ — — — — a — — — p ¢ — _ r — — — — — — « — _ — ~ q — — — H — — _ — » — g — — ¢ — — ¢ — — m m — — — ¢ w — — g m — — — a — — — w ¢ — — — — — — — « — — — a — — ——

— 1 a x A — — — A x : — — — & Q — — — ¢ — — g — — — — t & Q — _ — — — _ — — — — ¢ — — — m u ¢ _ — ~ a — — a — — ¢ ¢ — — ¢ + — — — — _ — — — e m — — ¢ — — — ¢ p — — — » — — — — — — — Q ——

H K z — ¢ — — ¢ x : — — — q n — — — g — — _ — — — — & ¢ — - . — — w + g ¢ — — — — — — — a — — — * ¢ m — r » — — ¢ — — — — m — — — — — n — — : — — _ g — — : — — — — r — — — ¢ — — é * — — —­

¢:zqp——¢—¢y—:::¢$:x————:m¢x——pq——n-r-u-——a_aao.oq:.——q——-g—_.—n—o-o——.———.«...—.—-—--u-—-——nuc—————__—.p_——..¢.———.gboo——__.¢———————a——¢9—é—@——»#—i¢®——d
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:k 2. Capacity Utilisation1 Years
Items 1 ------ --1 ------ --1 ------ —-1 ------ —-I - — - ~ — - —-1 — - — - - — ——1 —————— -~1 - — - - — - --1 ------ --1 - — - - — - —-1~—-—

1 Y.C.P. .1980-81 11981-82 11982-83 11983-84 11984-83 11985-86 1l986—87 11987-88 11988-89 11989
-------------------- ~-:------—-:--—---—«:—~-—~---:«—--—---'--————-~:-------—:-———--~-:~--—--—-:~-—-—---1—-~--—-—:—--­

> .1 Installed 1 1 1 1 I ' 1 1 '
capacity - — - — - - - - - ~ - — — - - — - - — - - + — - - — - - — — - — - — — — — - — - — — - — — — — - ~ — - - - - — - - — - — - - ~ - - — - — — - - - — — - ~ - - — — — - — — — — - — — — - — — ——.2 Utilised 1 1 1 1 Z ' 1 1 '
capacity - - - - - ~ — - - - - — — - — — - - — — — — — — — . — — . — _ . _ _ _ — — _ - — . — — — . — — — — — . — — _ _ — — _ . — - — — _ . _ _ . _ . . — — — - . — — « - — — ~ — - — - — — - — - — - -­_.3 working days 1 1 1 : ' 1 1 :

_ _ _ _ _ . _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ . _ _ _ _ , _ _ , _ _ _ _ _ _ . _ _ _ _ _ _ _ _ , _ _ _ _ _ _ . _ _ _ _ . . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . . . . _ _ . _ _ . . . . ._.4 Repair? 1 1 1 1 . 1 ‘ 1 1naintanance(No) ---------------------------------------------------------------------------------------------- -­.5 Tota No. ' ‘ 1 1 ' 1 1 1
(12.3 ‘ 13.4) - - - — — — - - - - ~ - - — - - ~ - - ~ - - — - - « - - - - — - - — — — — - — — - - - — — - — - - — - ~ — - — - - — - - — — - ~ - - — — - — — ~ - - - — - — - - - — — — - - - — — — - — ~ — - — - -­.6 No. of shifts 1 1 1 1 ' 1 1
per day - - - — - ~ - — - ~ — - - - ~ - — — - - ~ - - ~ - - - - - — - — - — - - — - - - — - - — — - » — - — - - — — - — - — — - — - — — — — — - — — - — — — - — — - — - — — — — - — - - - — - — — - - - - — -­2.7 Length of 1 I 1 1 ' ' ' 3 ~
shifts day — ~ — - - - — — ~ - - - - - - - — — - — - - — - - - - — - - ~ - - — - - - — - — - - — — - — — - — - — — — — — ~ — — - — — — - - — - — "T - - - - — - - — — — — - - - — - - - - - - ~ ~ — - - -­2.8 Reasons -low 1 1 1 1 I ' 1 1 ‘
capacity Utl. --------------------------------------------------------------------------------------------- -­2.8.1 Labour strike 1 1 1 1 1 I ‘ 1 1 12.8.2 Shortage-raw 1 1 1 1 2 ' I 1 1 1 1materials -------------------------------------------------------------------------------------------- —2.8.3 Power shortage 1 1 1 1 1 I 1 . 1 1 12.8.4 Lack of demand 1 1 1 1 1 1 I ' 1 I 12.8.5 Mechanical 1 1 1 1 1 1 1 1 1 1 1problem --------------------------------------------------------------------------------------------- -­2.8.6 Others ' ' ' ' ' ' ' ' ' ' '

-n—~——¢——mcaz———g——g———¢w—_-¢—-.———-——¢———a-——.-——.——n————————_._—---_u..._.-————--—gn-—a-—..o——o———.q—_——4——q-——————————————————#—#——D
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.g————————&:—t1£¢g—33————:————11——_~.n_n-—-:z———:—————————-—.-an—L-.~.-——————————::-———--—o---———-u———-——-————————&——v————#———$———*—*‘——I Y0. 8
Items I Y.C.P. Z1980-81 11981-82 I1982—83 I]983—84 I19;4—85 21985-86 I1986-87 E1987-88 I1988—89 I1

'fE"§I;L.§;;}§;I‘;;I—;;'.§;1'R E """  """"  ‘‘‘‘‘  '''''  """"  '''''  ------  """""  ‘‘‘‘   E
T ? """"" "z """"" ".- ______ -7 """"" "T """"" '7 """""" 7 """"" ": """"" '7’ « :

.3 Supervisory R I ------- —I ------- _I * v ' * “ ‘ - _I - _ _ ‘ - W — —: — A — _ F U ‘ ‘I — H _ - ‘ - — _I - - - - _ - - ‘I ________ —I__——- I I

T‘ I """"" “E ***** 7 “““““ '7. """" ‘f ””””””” ‘T ““““““ *7 """"" ‘i """" *7 ““““
..3 Technical person R I ------- _I ------- -I ------- FI - _ - H ~ - - -I - . - - _ - - - ‘I - . - - F ~ — _I ------ -iI - - - - - - - "IH I I

T-I ““““ ‘: """" ': """""" '? """" ‘? “““““““““““““ '1 """" "T """ " I I ­
7.4 Sales‘workers R I ------- —I ------- -I ------- ‘I ‘ _ H d . H ‘ -I ‘ - - . - — ' - V — H _ ~ ~ — _ ‘I ------ -I ~ - - ' - - --I

T : “““““ "3 """""" “T ““““ ‘T """""" ——: """"""""""""""""""  ‘. ~ I
7.5 Clerical & related R I ------- ‘I ........ -I _______ _I - ’ - — — ‘ F —I — _ — ‘ _ — . ‘I _ “ _ - “ _ — _I - - _ - - - - _I-——— I I

T """""""""""""""""""""""""""""""""" ". """"" ". ****** ". """"" '7 . .
3.6 Drivers & others R I ------ _-I ------ --I ...... --I ~ ~ _ ~ _ — H-I - ‘ - _ _ _ --I - - - - — - ‘-I ####### -—I — - - - - - ‘HI I IT I I I I I I I I I I '

:Z;3Z1;;11::;Z:j;1iq:—u11111111:-—1.31.-n-5.;2-.11112111:-u1:%w-—J-6-I1-¢?11Z11U-U_VCVO?F3*111111::11—:1——1' ".-'3.7 Sweeper & Scavenger R I I I I I I I I ‘ I I4-1122 2“ 1:1 1i&Cjjjjgjjjgjjggzzjxj—n-bUIl$1Z1?uhO-Oi-on--to---—Of-—db-o{—OFTT£$1Z111ZZ1'9"-7111111::111i:i1 1 —-¢‘— 1T I I I I I I I I I I I3.8 Other unskilled R I I I I I I I I I I I
Workers --------------------------------------------------------- -4 - - ~ - - - - - - - * - - - - - - - - - - - * " - - - - ' - ' '*T I I I I I I I I I I I3.9 Contract workers R I I I I I I I I I I IT I I I I I I I I I I I3.10 Total R I I I I I I I I I I 3

T .L ______ __.; _ _ _ _ _ _ __.. _ _ _ _ . . -_., . . _ _ _ . -..., _ _ _ _ _ _ _-.,. . _ . _ . . . . _ _ . . _ _ _ _ _ _ _ _ _ — ~ - - — — — — — — — - - - - — - - - « — — — -­
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Elock 14. Wages, Salaries and other benefits
—-~—mu»——————w——n————p«uh_.———.._———_——q-..__—____...—_——___________......___-—--_______-.........._______--__......__-________---______-______I Eeara

Items : ------ —-: ------ --: —————— --: ------ --. —————— --. —————— --. ------ --: —————— --: ------ --. ------ -—.--—
IY C.P. I1980-81 11981-82 I1‘}f’.2—P". i1‘.'N‘._".~8-1 2]")f.’.-1-.“... $19854‘-6 Z1‘)86—f".'7 !]‘)H7~fi.°. Z1988-H9 I198.4.1 Salary 1 ' : . ' I14.2 Wages to workeré I I I f I I ‘ 1 1 3 I{4.3 Bonus 7 T I I I I I I I 114.4 Contribution to P.F.1 I 1 I ‘ I 1 I I 2 '

& other benefits ---------------------------------------------------------------- —-# - - - - - - - - - — — - - — — - - - - - - - - - - *­§4.5 Other benefits 1 I I I I I : I I I I‘4.6 wage to contract 5 I I I ' i . I I 2
. workers --------------------------------- —-- - - — — — — — « - — - - — - - - — - — — — — — — ~ — ~ — - - ~ - - - — — — - — — — — ~ ~ ~ ~ - - — - - — - - - - - - - -­f4.7 Tote} Wage Cost I I 1 l 7 I I I I 1 '
flock 15.1. Trade Unionism - Lay off, lockout and strike
$ - - - - - — — — — — - - — — — — - - - - — — — — — - — — — — — — . . . _ _ _ . . . _ ~ . _ _ . . . _ _ . _ . . _ . ~ _ . . . _ _ _ _ _ . . . _ _ . . . _ . . . . _ _ _ » . . . . _ ~­[L : 3.‘-‘filrw
[ Mandays lost ————— —-- ———————————————————————————————— -7 ------------------------------------------------- -­I1979-80 Z1980-91 I198l-82 E1983-B1 11983-84 710flJ—RS Il985-R6 11936-87 ll987~88 11988-89 1;I:1‘.‘o‘.;;‘;I‘;;;;.:.;;‘:I.;;;;‘; . 1 I 2 - . . I  1
L5.1.1  I “““““ ‘I """ ““I """""" ‘I """" ‘I """" ‘I “““““ ‘I """" ‘I """" ‘I """" ‘I “““““ ‘?‘
5.1.2  I ““““ ‘I """"""  "" ‘I """" ‘I """"" ‘I “““““ ‘I ***** ‘I ““““ ‘I """""" ‘I """"
L3 1..., on I """"" ‘I ““““ ‘I ““““ ‘I ““““ ‘I ““““ ‘I ““““ ‘I ““““ ‘I ““““ ‘I ““““ ‘I ““““—“***———*~¢D—-—-——————————-'*'————---—————-!——————---———--——--—-9—————————u--_o_p.-—._——_...—___—__________—

r—::3:———¢—:1x——g¢1h———q13__*_.._.____.__.—_,_——————————1——-D$———w-no-n————————uu—--out--o-or-out-can-nqn.~——————1—gw¢@xaaa¢—n1x¢a———————————q
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wck 15.2. Industrial Dispute and mandays lost according to cause
—¢¢———¢»Q——:pa:—-———..op—.—.——qo¢cnI-.—_-aacu————a--———-an-—————-——¢.-u:v-o_——...-..——.-..-—.—.-—.——.-...a—_—.——_————+¢——¢—1 Yfiala
‘Causes 1 Y.C.P. E1980~8l I199]-83 §19fl2-8* 19fl3—fl4 31994-95 31085-H6 Z1986-H7 I]9R7—P8 T}0flfi—fl9 319.2.1 Wage increase I I T I I f I I IDischarge/dismissal I I 2 I I 2 7 1 T IT.2.3 Retrechnent I J 2 i I 3 5

———:——1gg———i—g—__¢‘___.'..___,...,__...—-—.u.._--_......._¢..:—\.-o——..o.-.——..——_—-¢—.g---~nu———._——-o.-——oo.-—¢—o—-—¢_-r——————q'.2.4 Closure 1 I J I ' ' I 5 1 1 1
' ‘I '10 n In

— — — ¢ — — — — ¢ m _ _ _ — Q — — _ — — _ — — — m _ _ — fl ~ — _ . _ . . . — . _ _ — . _ ~ — - _ . . — . . . — — _ — — — — — — — — — . n — — . — — — + a — — — — — — — — — — — — — — — ~ — — — —-~­. .) I.<ezs %'t: I
____--_, _ . . _ _ _ . . . _ _ _ . _ _ . . . _ _ _ _ _ . _ _ . _ , _ _ . _ _ _ _ _ _ _ _ _ _ . . . _ _ _ . _ _ _ _ _ _ . . _ . _ . . _ . . . . . . _ . . . . _ . . . . . . . . . . . , _ . . _ _ . . _ . __

‘Q.-.6 Bonus : : : : : ' : ‘ 1
_. — — _ g — — — — — ¢ ¢ — — » Q — — — r ¢ — ~ . — - . — _ _ _ — ' — — . - — . — _ ~ — — e — — — — _ — . — ~ — — — ¢ _ — — p — — _ - — — — — m — — - — — _ . — — — ~ — — # — — — — — — — — — — — ——K. ‘I I I - - I Ij.'IbO7  I .5 p ‘g C 1 I - I

—¢m——¢xQ———:¢~—————-Q-——_u———-———o.a-—.-—..-——-_-.-1.-at-—_-u-o--—.-.———.————-.—...——-——_..-p——.———_—-..—...-—-——————-————Q

E-———aa———¢4—¢—+:—————$————3¢c-——«—--——-_naou—————u._———_——-—.—¢———.———w-o———.o.-——q-———-—..._~-.-_—_-—_.._.-———.-——»——————+——*——u———a———————-­

1. Number of strike 2. Number of maintenance Cost

Eock 15.3 Industrial Disputes Settled according to type of SaLL]vHunL
-qy¢—¢&p———x¢———a-ounq—._—aI:-p—1_u—o-bu-—.——qu-q——-—¢-ooq—._—n-——¢-an-——¢au-.——_..—_———_-—.——¢..———..g——--.-——_--———*——»——r

v——|21uu——¢noo.———-—n1$u——1¢:av-:—.——o —u———no|-us-u :11.-u-———uu ——--n——o-o—— up-—_.—-wan ——o-o———.p— —--——-9—— ——~‘*1v'°—— '-——'U_—"*

3.3.2 Conceliation :' """"" 7 """"" "T """""" 7 """"" "Y """""" "I """" ‘Y """"" "F """"" -F """"" 7 """""
3.3.3 Withdrawal ? """"" ‘T """""" 7 """"" ‘I """"""" "7 """""" "7 """"" 7 """"""" "T """"" 7 """"" T """"""
.=..3.4 Adjudication ? ''''' ‘T """" ":"'"'"':’ """"" '7 """" '7 """"" ':' """"" ‘T """"" "T """""" "Y """"""
3.3.5 Arbitration I """"" "I """""" ‘T '''''' ‘T """" "7 """"" '7 """"" ‘I """"" ‘I """"" '7," """" '7 """" “T

¢x:::———¢:—J:_.——n-u-——¢oou——-.o.;——_..a.———_—.-...-———-.—.--—uc-———.-_———__..q_—.g.——.—¢c-————-«~——.-u———o¢-————————v———¢
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Block 16
Qfichchnn.-.fio%&¢uQ—-55-ax-u

16.1

pq-g———-.1113tn-——-————¢—-upxu-———gun-p—...q—————:&—:———uo-—————&os-A-——-to-w——————-v—

Personal Management and Industrial Rc1aLions-a-oycpsab aaqquu--5-1 ~ ~ - - — - - \ w w ~ www­
Do you have a personal dvpartmnnt ? If so who is 1n rhurgv of

16.2 Do you provide training to

1. Manager Yes/No 2. Supervisor Yes/No 3. Tavtnry Workers Yvs’N0 4. Field Workers Yns/No
16.3 What is thv criteria of promotion ?
16.4 Do ybu maintain any performance report on the personal ?

What is the content and regularity ?
15.5 Are you pres-scribing any qualifi-.-atxmz or e:<pr.-ri«~.-.'-.«.-~_- for nmrzagv-rw-n: p-:-rsonal 7

16.f Method of recruitment of staff
. ~ ~ ~ ~ ‘ u a ~ ~ ~ ~ ~ m . u s s ~ ~ q qqquyggqgg.-.cu~qq—-~~~.ss--.~sns-u~-~--v--..~~---s------Vh~~------.HV*‘-'-H‘!-‘*’**‘V“-"*“**“““

Category of staff !From emplnymentlny advertising Ikrlativws nf thn {Any nthnr! Capitallexchange I lnnnhurg {gpuuify} Esyslum lpdrticlputinn1 I l I 1¢—>nforr.:«.'d U1’ [ml1 I ' 1 11f yes1 1 ' I iqivrg d-"l‘.aj]!-I16.6.1 Managerial Cadre 1 1 I 2 1' ' I I 316.6.2 Clerical Cadre l 1 1 I 1. E 1 I 1 116.6.3 Factory Worker 1 ! I I 1| I I ' 116.6.4 Field Worker 1 1 1 I 31 I 1 1 116.6.5 Watch and Ward 1 I 1 3 I1 1 1 1 3
16.6.6 Do you give any training to new recrurts.
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Block .17.;

worker's Participation in Management
Socio-economic background of board nnmhnrs
-:¢r¢Aog.z——a—n———apC-—._—_paa—z—¢a-.-..o——:—.:z—n—¢oc———-—c-...——»¢;._——-o-o——..-n—-.o-.~—-.._.——_.~-—._¢—_——

Political Nana
affiliation

of
organiaatann '-'.l..1I‘H.S

.——-as-——_-_.———.eu..———n—-..—.-—-0..-4-.-———.-o—._——c-o——gu-ap-_....-—_—9._._.—.-~__.-—_.._._—_..._._.-._———~—

Hock 17.2. Frequency of Meetings
>—¢:x—:——»——:co:—.¢.z:-——n-1Q-I-u———_p.-cua——._nrxu———¢o-.————p———c———--———*qp——_.-.--——¢-.-——..———-a-——_¢——a———#——

nx::-11¢-:q¢c.:::-91:10-§—:¢a-311'­
7.2.1 Board meeting

7.2.2 General body

£1981~82 IP. I
cg-11:--o—:

19e2~a3 §1933~a4
._——:uu—r-— —-an-—..—-—— ...¢-—¢———c­

1986-87
—..g——¢a——fi

——:—-9———n ——-.—:¢-«-3

c———c-——-o—

——x123*—1zx:—x$———--o-—z——c-———¢a:——:Qn—-———a--_—$¢———.9———-—:a———-no-9—-—¢auu-——U-—t$—-t$¢—C"*3*—*******‘*"

—2&z—@———$:v——.—¢-Q-——-—o——no_——.-——_--mono-—__ao.———npo-q——ulu—_—a-—-—-:—..—-——.-.-u-——-———4o———u-—-o¢q-—a———¢——;——¢q——



Schedules used for the study of Socio-Economic profile
_I_X_PPENDI}‘l - B.2

involvement ofi the

1. Personal particulars
1.1. Name of the worker

Age: Sex:
Educational Qualifications
a) General

b) Technical

No.of members in your
family

Earning members of hhe
family

Do you have any income
other than salary

2. Family Details
2010 Type of family

Status in the family

No. of dependent
Are you residing with
your family
If no give reason:
If not, place of stay

O O
O Q

and

workers

Yes/No

Nuclear/Joint/Others
Head/bldest /Others

son/daughter

Yes/No

within 5Km°/lOKm./20km
above 20 Km.



3. Employment Details
3.1.
3.1.1.
3.1.2.
3.1.3.
3.1.4.
3.1.5.
3.2.

302.10

3.2.2.
3.2.3.
302040

Present employment

Date of entry
Nature of employment
Salary
Bonus, Allowance etc.

other benefits if any
Details of previous
employment

Name of the employer
eeriod
Salary
Reasons for leaving

Trade Union Activities

Is their any trade unionactivities in the firm

If yes which are they

“Are you member of any
Union

Are you a member oi any
political/social

If yes specify the name

Do you occupy any
position

00 IO

00

O0

O0

223

Designation:

Permanent/Temporary/Casual

Yes/No

Yes/No

Yes/No



5. Details of member ship

5010     ooooooo ::
oooooooooocooosociety

5.2. Have you been participat­ing the activities of .the society since its '
formation

00

5.3. Do you occupy any position
in the policy decision ­
body

5.4. No.o£ shares you have _with amount° "
5.5. If not a member now yougot employment ::
5.6. Did you give any donation :
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PART — 2

The following statements are intended to reflect various degree of
your alienation/involvement with the industrial co—operative society.
For each of the statements listed below, you will find seven possible
responses (answers) catogories. Please indicate the degree of your
agreement or disagreement with the statement by putting appropriate
numbers.

strongly disagree (1) Moderately disagree (5)
Slightly disagree (2) Neither agree ordisagree (6)
Slightly agree (3) Moderately agree (7)
Strongly agree (4)

1. I am willing to put in a great
deal of effort beyond that
normally expected in order to :: (1) (2) (3) (4) (5) (6) (7)
help this organisation be
successful

2. I talk up this organisation to
my friends as a great organisa- :: (1) (2) (3) (4) (5) (6) (7)
tion

3. I feel very little loyalty to
this organisation(R) (1) (2) (3) (4) (5) (6) (7)

4. I would accept.almost any type
of job assignment in order to
keep working for this organi­
sation.

=: (1) (2) (3) (4) (5) (6) (7)

5. I find that my values and the
organisations Values are very
S  ar 0

:: (1) (2) (3) (4) (5) (6) (7)

6. I am proud to tell others that 7-- 4 5 6I am part of this organisation " (1) (2) (3) (1) ( ) ( ) ( )



8.

10.

ll.

12.

13.

14.

This organisation really inspi­
ers the very best in me in the
way of job performance

It would very little change in
my present circumstances to
cause me to leave this organi— “
Sation

I am extremely glad that I
choose this organisation to
work for over others I was '­
considering at the time I joined

There is not too much to be
gained by sticking with this
organisation

Often, I find it difficult
to agree with this organisation
policies on important matters
relating its employees(R)

I really care about the fate
of this organisation

For me this is the best Of
all possible organisations
for which to work

O0

Deciding to work for this
organisation was definite
mistake on my part (R)

226

(1)

(1)

(1)

(1)

(1)

(1)

(1)

(1)

(2)

(2)

(2)

(2)

(2)

(2)

(2)

(2)

(3)

(3)

(3)

(3)

(3)

(3)

(3)

(3)

(4)

(4)

(4)

(4)

(4)

(4)

(4)

(5)

(5)

(5)

(5)

(5)

'(5)

(5)

(5)

(6)

(6)

(6)

(6)

(6)

(6)

(6)

(6)

(7)

(7)

(7)

(7)

(7)

(7)

(7)

(7)



15.

16.

17.

18.

19.

20.

It is pleasure to continue
in my present work in the
organisation

Most people working in this
organisation are forced to be
dishonest

I consider it is my duty to
complete the assignment given
to me inspite of adverse
circumstances

In this organisation there
is no system for appreciating
good work done by employees

I really do not care for the
future of this organisation

I am fully committed to the
objectives of this organisa­
tion.
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