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ABSTRACT 
The study was basically restricted to companies listed in Bombay Stock Exchange. A random sample of two large size (TNPL) Tamil Nadu Government owned paper 

manufacture company and private owned (SPBL) paper companies have been taken for the present study. The study has covering a period of ten years from the 

financial year 2005-06 to 2014-15. A very high positive correlation between sales and PAT observed in TNPL and negative correlation evidenced in SPBL. The 

alternative hypothesis is accepted in TNPL. the null hypothesis is accepted in SPBL, which means that there is no relationship between sales and profit after tax. 

Capacity utilisation and production performance is very low in SPBL when compare to TNPL. 

 

KEYWORDS 

capacity utilisation, sales, PAT, dividend, EPS. 

 

INTRODUCTION 
ndia holds 15th rank among paper producing countries in the world. Total installed capacity is approximately 12.75 million tonnes. The per capita consump-

tion of paper is around 11 Kgs. against the global average of 56 Kgs. and Asian average of 40 Kgs. The industry is fragmented with over 750 paper mills, of 

which only 50 mills have a capacity of 50000 tpa or more. The industry is working at 89% capacity utilization. India’s share in world paper production is about 

2.6%. The current demand is estimated at 13.10 million tonnes with domestic production of 11.38 million tons, export of 0.53 million tones and import of 2.25 

million tons. The demand is projected to increase to 23.50 million tonnes by 2024-25. India is the fastest growing market for paper in the world with a growth rate 

of about 6% per year. Increase of per capita paper consumption by 1 kg will increase the demand by about 1.25 million tonnes per annum. TNPL’s operational and 

financial performance is one of the best in the Indian Paper Industry. consistency performance wise SPBL is good. TNPL’s success is largely related to the following 

strategies: 1. Sustainable growth, 2. Efficient cost management, 3. Financial re-engineering 4. Customer centric, 5. Innovation and 6. Management of Human 

Resources 

 

SCOPE OF THE STUDY 
The study was basically restricted to companies listed in Bombay Stock Exchange. Physical and market performance of the companies were not paid any attention 

because good performance in them would ultimately be reflected in the financial variables which is taken for consideration. A random sample of two large size 

(TNPL) Tamil Nadu Government owned paper manufacture company and private owned (SPBL) paper companies has been taken up for the study. The study has 

taken financial, accounting and data covering a period of ten years from the financial year 2005-06 to 2014-15. By identify the important key variables namely 

capacity utilization, production and sales which influences more attention to improve their performance. 

 

OBJECTIVES OF THE STUDY 
The following are the main objectives of the study. 

1. To examine out the growth and progress of the TNPL and SPBL. 

2. To evaluate the trend of efficiency of the TNPL and SPBL 

3. To analyze the sales and profitability performance of the TNPL and SPBL 

 

METHODOLOGY 
SOURCES OF DATA 

The data required for the study have been obtained from secondary sources. The data have been collected from the Centre for Monitoring Indian Economy (CMIE) 

prowess data base and capital line data base. Information has also been collected from published Annual Reports, Annual Survey of Industries, The Stock Exchange 

Official Directory, Centre for Industrial and Economic Research (CIER’s) Industrial Data Book, Publications of the Indian Pulp and Paper Technical Associations of 

the Indian (IPPTA) and from official websites of selected companies.  

SELECTION OF THE SAMPLE 

The Study is Base Secondary Sources of Data. The study is confined to the paper industry. A random sample of two leading large size Paper Manufacturing Com-

panies in Tamil Nadu that is Tamil Nadu News Print and Papers Limited (TNPL) and Seshasayee Paper and Board Limited (SPBL) listed in Bombay Stock Exchange, 

in India was taken up. The study covers a period of ten years from 2005-06 to 2014-15.  

STATISTICAL TOOLS USED  

To analyses the performance of large-scale paper companies, various techniques have been applied. Techniques like ratio analysis, mean, standard deviation, and 

co-efficient of variation, t-test and spearman’s rank correlation have been used to test the data. 

TESTING OF HYPOTHESIS  

1. There is no relationship between Sales and Profit After Tax of TNPL. 

2. There is no relationship between Sales and Profit After Tax of SPBL. 

LIMITATIONS OF THE STUDY 

The present study is subjected to the following limitations. 

1. The financial performance of small-scale and medium scale companies has not been considered in the present study. 

2. The present study has analyzed the comparative performance evaluation of TNPL and SPBL. 

3. The effect of inflation has not been considered. 

I 
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PROFILE OF PAPER INDUSTRY IN TAMILNADU 
PROFILE OF TNPL 

Tamil Nadu Newsprint and Papers Limited (TNPL) was promoted by the Government of Tamil Nadu in the year 1979 to produce Newsprint and Printing & Writing 

Paper (PWP) using bagasse as the primary raw material. The factory is located at Pugalur in Karur District. The plant was commissioned in 1984 with an initial 

capacity of 90,000 tons per annum. Since then, the company has enhanced the capacity to 4,00,000 tonnes per annum in four phases. In tandem, the pulping 

capacity has been increased from 300 tonnes per day (tpd) in 1984 to 1,180 tonnes per day as of date. Over the years, the production capacity has been increased 

to 2,45,000 tpa and the Company has emerged as the largest bagasse based Paper Mill in the world consuming about one million tonnes of bagasse every year.  

 The Company completed a Mill Expansion Plan during December 2010 to increase the mill capacity to 4,00,000 tpa. TNPL exports about 1/5th of its production to 

more than 50 countries. Manufacturing of quality paper for the past two and half decades from bagasse is an index of the company’s technological competence. 

A strong record in adopting minimum impact best process technology, responsible waste management, reduced pollution load and commitment to the corporate 

social responsibility make the company one of the most environmentally compliant paper mills in the world. 

TECHNOLOGY - NURTURING NEW HORIZONS 

TNPL is an acknowledged leader in the technology of manufacture of paper from bagasse – the sugar cane residue. Started with an initial capacity of 90,000 MT 

per annum on a single Paper Machine, the Mill doubled the capacity to 1,80,000 tonnes per annum in the year 1995 by addition of one more Paper Machine. Both 

the paper machines were upgraded in 2002 to enhance the capacity to 2,30,000 tonnes per annum. Under the Mill Development Plan (MDP) completed during 

May 2008, the pulp production capacity was increased from 520 tpd to 720 tpd with Elemental Chlorine Free (ECF) bleaching. Along with this, the Paper Machines 

capacity was increased to 2,45,000 tonnes.  

In 2011, TNPL installed a new state-of the-art paper machine with an annual capacity of 1,55,000 MT, raising the mill's production capacity to 4,00,000 MT per 

annum. Subsequent to increase in the production capacity to 4,00,000 tonnes per annum, TNPL has set up a 300tpd deinked pulp plant, revamped the steam and 

power system, increased the captive power plant capacity to 103.62 MW and set up a 600 tpd cement plant to produce high grade cement using mill waste 

materials namely Lime sludge & Fly ash. Currently the cement plant capacity is being enhanced to 900 tpd. The project will be completed by December 2015.  

PROFILE OF SPBL 

Seshasayee Paper and Boards Limited (SPB), the flagship company belonging to 'ESVIN GROUP', operates an integrated pulp, paper and paper board Mill at Palli-

palayam, Erode-638 007, District Namakkal, Tamilnadu, India. SPBLwas incorporated in June 1960, and promoted by Seshasayee Brothers (Pvt) Limited in associ-

ation with a foreign collaborator M/s Parsons and Whittemore, South East Asia Inc., USA. After commencement of commercial production, having fulfilled their 

performance guarantee obligations, the foreign collaborators withdrew in 1969. Main promoters of the Company as on date are a group of companies belonging 

to the ESVIN group headed by Mr. N Gopalaratnam. 

Modernization Project: The SPBL embarked on an expansion to enhanceits production capacity from 60000 tonnes per annum to 115000 tonnes per annume and 

to upgrade some of the existing facilities at an estimated cost of R s.1890 million. The said expansion project was completed in December 2000. The export is 

nearly 20% of its production and is a significant exporter in the Indian paper industry. Due to its excellent export performance, SPBL has been awarded “golden 

export house” status.(http://www.spbltd.com/profile.htm) 

 

REVIEW OF LITERATURE 
The relevant reviews are collected from the published articles in the reputed journal, research studies. Reviews are related to financial performance like, working 

capital, short-term and long-term financial results of public and private companies. 

Several studies have documented the results between working capital and profitability Lazaridis et.al.(2006) investigated the relationship between corporate 

profitability and working capital management using listed companies on the Athens Stock Exchange. they discovered that a statically significant relationship existed 

between profitability and cash conversion cycle. they concluded that business can create profits for their companies by correctly handling the cash conversion 

cycle and keeping each component of the cash conversion cycle (that is accounts receivable, accounts payable, and inventory) to an optimum level. Deloof (2003) 

also found that the way working capital is managed has a significant impact on the profitability of businesses. Gitman (1982) further stated that especially, in small 

firms, working capital management may be the factor that decides success or failure; in larger firms, efficient working capital management can significantly affect 

the firm’s risk, return and share. 

Sathya Moorthy et.al, (2008) revealed that working capital management is also important from the perspective of sources and uses of funds, working capital is a 

spontaneous source of funds as it arises from trading activities based on a significant number of business transactions, in many companies, the amount of funds 

committed to current assets can and often exceed that of fixed assets. Smith (1997) revealed that profitability and liquidity comprise the salient and all too often 

conflicting goals of working capital management. The conflict arises because the maximization of the firm’s returns could seriously threaten liquidity, and on the 

other hand, the pursuit of liquidity has a tendency to dilute returns. over the years, analysts have employees traditional ratio analysis as a primary instrument in 

the measurement of corporate illiquidity in the firms with well-established ratios such as current and quick ratio. In this study examined the researcher  

Rajangam and Selvaraj (2013) Analysis of profitability of Sesashayee Paper and Board (SPBL): A Case Study for the period of ten years from 2001-02 to 2010-11 

and they investigate that the sales performance was good but the operating profit performance was very low. The EPS shows results during the study period were 

not commendable. The study concludes that controlling cost of goods sold and reduces its expenses to avoid facing difficult financial conditions in the future.  

 

DATA ANALYSIS 
TABLE 1: CAPACITY UTILIZATION OF PAPER INDUSTRY IN TAMILNADU (Tpa) 

 

 

 

 

 

 
 

Source: Annual Report 

Table 1 show that the capacity of paper production per annum; the plant was commissioned in 1984 with an initial capacity of 90,000 tons per annum in the year 

1984. Since then, the company has enhanced the capacity to 4,00,000 tonnes per annum in (2011) four phases. In tandem, the pulping capacity has been increased 

from 300 tonnes per day (tpd) in 1984 to 1,180 tonnes per day as of date. Installed capacity is very low in SPBL. The minimum production is observed in TNPL 

about 90000 tpa and maximum 400000 tpa whereas SPBL capacity utilization ranged between 20000 and 115000 tpa. 

It is evidenced from the table 2 EPS ranged between Rs. 11.66 and Rs. 24.09. The EPS value of TNPL is fluctuated during the period 2005-06 to 2014-15 and very 

low standards deviation valued is observed.  

The percentage of dividend is ranged between 30 % in 2005-06 and 60% in 2014-15 and it is also observed that dividend performance shows an increasing trend, 

which implies that; the TNPLS’s earning capacity is commendable. 

 

 

 

 

 

Year Capacity Utilization of TNPL Percentage Year Capacity Utilization SPBL Percentage 

1984 90000 100.00 1960 20000 100.00 

1996 180000 200.00 1967 35000 175.00 

2002 230000 255.56 1976 55000 275.00 

2009 245000 272.22 1992 60000 300.00 

2011 400000 444.44 2000 115000 575.00 
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TABLE 2: SALES AND PROFITABILITY PERFORMANCE OF TNPL 

YEAR SALES (Rs.in Lakhs) PBIDT (Rs.in Lakhs) PAT (Rs.in Lakhs) EPS (Rs.) Dividend (%) 

2005-06 80141 18768 8055 11.66 30 

2006-07 88040 21455 8606 12.43 40 

2007-08 96965 26266 11283 16.30 45 

2008-09 110030 30792 10738 15.52 45 

2009-10 107362 31980 12606 18.21 45 

2010-11 122504 36274 14899 21.53 50 

2011-12 153899 43543 10894 15.74 50 

2012-13 188118 42207 91894 13.22 50 

2013-14 230195 52320 16118 23.29 60 

2014-15 215237 52236 16673 24.09 60 

MEAN 139249.10 35584.10 20176.60 17.20 47.50 

SD 51675.07 11270.55 24067.53 4.24 8.44 

CV(%) 37.11 31.67 119.28 24.63 17.77 

Source: Annual Report of TNPL 

Table 2 shows that the revenue results of TNPL from the year 2005-06 to 2014-15, the sales performance shows increasing trend during the study period. It is 

observed that the mean value of sales Rs.139249.10 lakhs and it attained the above average in the second half of the study period. The co-efficient of variation is 

37.11% it shows the consistency in sales performance. The sales revenue ranged between Rs.80141 lakhs in 2005-06 and maximum in 2013-14 about Rs.230195 

lakhs. 

The Gross Margin (PBIDT) performance of TNPL is ranged between Rs.18768 lakhs in 2005-06 and Rs.52320 lakhs in 2013-14. The average PBIDT is Rs.35584.10 

lakhs. It achieved the above average in the second half of the study period from 2009-10 to 2014-15. 

It is evidenced from the table 2 NET margin of TNPL. PAT is varied between Rs.8055 lakhs in 2005-06 and Rs.91894 lakhs in 2012-14. The mean value of PAT is 

observed as about Rs.20176.60 Lakhs. And the co-efficient of variation of PAT is 119.28 percent. 

Table 3 Shows that the profitability positions of Seshsayee Paper and Board Limited(SPBL). The Total sales ranged from Rs. 47019 lakhs and Rs. 107405 minimum 

and maximum respectively. The mean value of Total Revenue is Rs. 68907.5 lakhs during the study period. The Total Revenue during the period shows that the 

increasing trend. The total expenditure value shows the fluctuating trend. The co-efficient of variation of Total Revenue is 31.83% 

The PBIDT of SPBL emphasis the profitability position is fluctuating during the study period. The minimum PBIDT value is Rs. 4800 lakhs and maximum value is Rs. 

12892 lakhs.The Co-efficient of variation is 27.68 percent. The value of the PBIDT is higher than the mean value in the years 2009-10 to 2014-15. 

 

FIGURE: 1 PROFITABILITY PERFORMANCE OF TNPL 

 
Source: Computed 

The Profit After Tax of SPBL shows the fluctuating trend during the study period which implies that there is no constant profitability during the years 2009-10 to 

2011-12. Show the above the mean value of Rs. 3238 lakhs. The PAT ranged between Rs. 1503 lakhs to Rs. 6500 lakhs.  

The Earning Per Share of SPBL shows a fluctuating Trend during 10 years period. The mean EPS value is Rs. 58.713 lakhs. The minimum EPS is observed in 2005-

06 and the minimum value of EPS is evidenced in 2010-11. The Co-efficient of variation is 26.89%. It is not a consistency performance. 

Dividend distribution OF SPBL shows a fluctuating trend during the study period. The average Dividend is 41.5% and the minimum dividend distributed in the year 

2005-06 (25%) and maximum dividend distributed in 2009-10 (60%) During 2012-13 to 2014-2015 observed as 40% in each years. 

 

TABLE 3: PROFITABILITY POSITION OF SESHASAYEE PAPER AND BOARD LIMITED 

Year Sales (Rs. Lakhs) PBIDT (Rs. Lakhs) PAT (Rs. Lakhs) EPS (Rs.) Dividend (%) 

2005-06 47019 4800 1791 36.1 25 

2006-07 50553 6346 4140 46.77 35 

2007-08 54860 8290 4579 63.21 40 

2008-09 56199 6720 1503 44.36 35 

2009-10 53770 12172 3993 82.95 60 

2010-11 59721 11642 6500 84.24 50 

2011-12 64375 10354 3410 60.04 50 

2012-13 88223 11007 2051 52.02 40 

2013-14 106950 12892 2679 71.52 40 

2014-15 107405 9513 1735 45.92 40 

Mean 68907.5 9373.6 3238.1 58.713 41.5 

SD 21934.65 2594.31 1514.48 15.79 9.23 

CV(%) 31.83 27.68 46.77 26.89 22.25 

Source: Annual Report of SPBL 

SALES (Rs.in Lakhs)

PBIDT (Rs.in Lakhs)

PAT (Rs.in Lakhs)
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FIGURE 2: PROFITABILITY PERFORMANCE OF SPBL 

 
Source: Computed 

TESTING OF HYPOTHESIS 

1. Ho: there is no relationship between Sales and (PAT) Profit After Tax of TNPL 

2. Ho: There is no relationship between Sales and (PAT) Profit After Tax of SPBL 

 

TABLE 4: CORRELATION AND T-DISTRIBUTION RESULTS OF TNPL AND SPBL 

Sample units Correlation Results Calculated t-test Table value of t-distribution Results 

TNPL 0.818 4.017 2.306 * Ho: Rejected 

SPBL -0.273 -0.801 2.306* Ho: Accepted 

Source: Computed *significant level 5% 

Table:4 represents Spearman’s rank correlation between sales and profit after tax results shows (r = 0.818) a high positive correlation relationship of the TNPL, 

which means that there is a higher profitability. whereas SPBL results shows a negative (r = -0.273) and very low relationship which implies that low profitability.  

Calculated t-value of TNPL is higher than the table value i.e., 4.017 >2.306. Hence, the null hypothesis is rejected and alternative hypothesis is accepted. Therefore, 

there is a relationship between sales and profit after tax at 5% level of significant. Whereas the calculated t-value of SPBL is lower than the table value i.e., -0.801< 

2.306. hence, the null hypothesis is accepted. Which means that there is no relationship between sales and profit after tax. 

 

FINDINGS AND SUGGESTIONS 
1. It is observed that the mean value of TNPL’S sales Rs.139249.10 lakhs and it attained the above average in the second half of the study period. The co-

efficient of variation is 37.11% it shows the consistency performance in sales. The Sales during the period shows that the increasing trend.  

2. The TNPL’S average PBIDT is Rs.35584.10 lakhs. PBIDT achieved the above average in the second half of the study period from 2009-10 to 2014-15. Whereas, 

The PBIDT results of SPBL emphasis the profitability position is fluctuating during the study period. The Co-efficient of variation is 27.68 percent, which 

implies that consistency in performance.  

3. The TNPL’S PAT is varied between Rs.8055 lakhs in 2005-06 and Rs.91894 lakhs in 2012-14. The mean value of PAT is observed as about Rs. 20176.60 Lakhs, 

and the co-efficient of variation of PAT is 119.28 percent. Whereas, The Profit After Tax of SPBL shows the fluctuating trend during the study period which 

implies that profitability is varying during the study period.  

4. The EPS is ranged between Rs.11.66 and Rs.24.09. The EPS value of TNPL is fluctuated during the period 2005-06 to 2014-15 and also a very low standards 

deviation valued is observed which means that there is a close difference in EPS. Whereas, The Earning Per Shares of SPBL shows a fluctuating Trend during 

10 years period. The mean EPS value is Rs. 58.713 lakhs. The Co-efficient of variation is 26.89%. It is not a consistency performance. 

5. The TNPL’S percentage of dividend is ranged between 30 % in 2005-06 and 60% in 2014-15 and it is also observed that dividend performance shows an 

increasing trend, which implies that; the TNPLS’s earning capacity is commendable. In SPBL the dividend distribution performance shows a fluctuating trend 

during the study period. The minimum dividend distributed in the year 2005-06 (25%) and maximum dividend distributed in 2009-10 (60%) During 2012-13 

to 2014-2015 observed as 40% in each year. 

6. It is evidenced from the analysis a very strange correlation relationship between sales and profitability performance in TNPL, where as a negative correlation 

between sales and profit after tax. 

7. The study suggested that SPBL’s capacity utilization has to be increased and paper manufacturing in Tamilnadu a major source of raw material is from sugar 

industry. When sugar industry increases or developed the paper manufacturing industry can get a cheap raw material (molasses i.e., sugarcane waste) from 

sugar industry and it can minimize production cost and earn higher profit.  

8. TNPL is a government owned and technologically well-equipped large size paper manufacturing industry in Tamilnadu. It gets raw material from sugar indus-

try the installed capacity is 400000 tons per annum. Hence, this paper mill earns huge amount of profit year by year. It has to concentrate on profitability 

the battement of the company. The government has to take necessary steps to boost-up sugar industry. 

9. Spearman’s rank correlation between sales and profit after tax results shows (r = 0.818) a high positive correlation relationship of the TNPL, which means 

that there is a higher profitability. Whereas SPBL results shows a negative (r = -0.273) and very low relationship which implies that low profitability.  

10. The null hypothesis is rejected and alternative hypothesis is accepted in TNPL. the null hypothesis is accepted in SPBL. Which means that there is no relation-

ship between sales and profit after tax. 

 

CONCLUSION 
There are only two large size paper manufacturing unit in Tamilnadu. The sample unit of the study is TNPL, it was commissioned in 1984. It is a Government of 

Tamil Nadu undertaking, bagasse based and eco-friendly material procuring and paper manufacturing company, in 1984 the installed capacity was 90000 tpa and 

it was grown up to 400000 tons per annum installed capacity at present with adaptation of latest technology. It has got several awards from the Government. The 

TNPL’s, sales and profitability position is commendable. Hence, the study concludes that financial position of the TNPL is good during the study period. This study 

concludes that the performance of Seshasayee Paper and Board Limited’s financial and profitability position is said to be satisfactory but it has to be increase the 

installed capacity to increase production. The study concludes that government owed TNPL’S installed capacity and profitability position is commendable than 

Seshasayee Paper and Board Limited. A very high positive correlation between sales and PAT observed in TNPL and negative correlation evidenced in SPBL. The 

null hypothesis is rejected and alternative hypothesis is accepted in TNPL. the null hypothesis is accepted in SPBL. Which means that there is no relationship 

between sales and profit after tax. 

Sales (Rs.Lakhs)

PBIDT (Rs.Lakhs)

PAT (Rs.Lakhs)
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