
T H E E C O N O M I C W E E K L Y 

T H E f o l l o w i n g is the Statement 
by M r . J . D. Choksi, Chair

man, Voltas L i m i t e d , circulated to 
the Members of the Company, w i t h 
the Annua l Report for the year 
1962-63: 

" I t gives me great pleasure to 
report excellent results for this ninth 
year of our operations. We have now 
reached, I th ink, a stage from which 
there is no going back. Our pro
blems have increased, hut so have 
our achievements, The shareholders 
can c l a im a fair share of our success 
for they have given us, through the 
years, much encouragement and 
support. We shall need both these 
at the present moment. 

As you know a proposal for a 
rights issue w i l l be placed before the 
annual general meeting for approval . 
The capital structure has remained 
unchanged since 1956 when it 
was increased to Rs 255 lacs. 
This latter sum. along with 
profits retained in the business 
have supplemented our cash credit 
facilities f rom hanks and have 
sufficed so far to provide the company 
with the funds needed for its expan
ding volume of trade. Our sales have 
increased by 100%in the last four 
years, and as the expansion in our 
manufactur ing activities has taken 
concrete shape wi th the start of 
construction of our new factory at 
Thana. the demand for fresh funds 
has become inevitable. Pioneers, as 
we are, in the field of a ir condit ion
ing , we propose to carry forward our 
manufactur ing plans in this field to 
a further stage of self-sufficiency. 
Once we are able to manufacture the. 
compressors required by this industry. 
the company w i l l have gone a long 
way towards meeting the backlog of 
demand created by import restrictions 
and the addi t ional requirements of 
the defence forces, of Government 
and industr ia l undertakings and 
offices, to say nothing of g rowing 
requirements for 'comfort cooling". 
After a i r condi t ioning, our manu
facturing activities w i l l be largely 
concentrated on mater ials handl ing 
and m i n i n g equipment and in other 
j o i n t venture projects in wh ich your 
company is interested and w i l l 

Voltas Limited 
participate as promoters, share
holders and sel l ing agents. 

Finance has, accordingly, to be 
provided for the manufactur ing 
uni t , and for shares in the j o i n t 
ventures and finally for work ing 
funds. The Directors ' Report in
dicates steps taken for procure
ment of the addi t ional funds which 
include a rights issue to share
holders. I t h ink shareholders w i l l 
agree w i th me that the terms of 
issue (which require the approval 
of the Control ler of Capital Issues) 
are reasonably attractive. 

The lax demand on last year's 
profits, in spite of the addi t ional 
reserves provided to meet it in the 
company's accounts, proved to be 
substantial ly higher than antici
pated. On the same scales this 
year's taxes work out to approxi
mately 6 5 % of the profits. A tax 
system, so devised as to leave to the 
shareholders of a company, r ich and 
poor al ike, 3 5 % of the profits for 
dividends Ion which again taxes 
w i l l be payable at rates applicable 
to individuals r ising to 87% b 
rehabi l i ta t ion and expansion plus 
contingencies can on ly lead u l t i 
mately to a negation of democracy 
in which private enterprise can 
play a worth-while role. The only 
justification for such measures 
would be when the nation is in 
a state of dire p e r i l . We can only 
hope. that notwithstanding the 
heavy burdens on the national ex
chequer, the impact of these self-
defeating tax measures w i l l be 
substantially cur ta i led in the 

Finance B i l l of 1964, b r ing ing some 
rel ief to trade and industry and 
placing them in a better position 
to develop and expand and so meet 
the challenge of the Plans. 

Let me now carry a stage further 
the main theme of my statement 
last year. In any market ing acti
vi ty , the customer is k ing , and 
customer satisfaction is the axis on 
which the sphere of market ing re
volves. Voltas, in conforming to 
the criteria of dynamic marke t ing 
has, therefore, assigned as impor
tant a role to its service, as it has 
to its sales 

ANNUAL NUMBER FEBRUARY 1964 

Essentially, Voltas' t rading ope
rations are in themselves an econo
mic service to the community , since 
they ensure the equitable distr ibu
t ion of goods at fair prices on a na
tionwide basis. Yet over and 
above Voltas" actual selling activi
ties are the services it renders 
before and after sales. It is this 
complementary aspect of our 
market ing functions that I would 
like to describe. 

W h i l e it is our practice to offer 
such pre-sales informat ion and ad
vice of a technical nature as ena
bles a customer to choose equip
ment or materials that are pro
fitable to his venture, the greater 
part of the company's services 
comes after sales; Vol tas ' after-
sales service is now a by-word in 
the country. This reputation has 
been achieved over years of care
ful p lanning and execution. It is 
our strong convict ion that after-
sales service is an impor tant phase 
of the whole plan of market ing. 
After-sales services. if adequate, 
create continuous customer good
w i l l and confidence and stimulate 
repeat orders and establish brand 
loyalties* 

After-sales service, in the widest 
sense, is any service rendered to a 
customer after the transaction of 
sale is made. It is any service 
performed after an order is book
ed or after a formal agreement to 
sell and buy has been reached. 
Basic after-sales services include 
good packing, quick deliveries at 
the customer's convenience, t imely 
presentation of invoices that are 
easy to read and understand, cour
teous methods of collecting out
standings and a helpful att i tude in 
settling claims which may arise. 

The company's technical after-
sales services ma in ly cover quali ty 
guarantees to keep machinery or 
equipment sold in workable con
d i t ion for a predetermined time 
at the total or par t ia l cost of the 
supplier, manufacturer or d is t r i 
butor. The cost of these obliga
tions is substantial. But the Com
pany tries to render that type of 
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service as is close to the require-
merits of the customer. 

Many of you are fami l i a r w i t h 
the Voltas Crystal room air condi
tioners and, as you know, air-
condi t ioning for comfort-cooling 
enters into the personal life of peo
ple. To ensure that our clients 
enjoy the comforts of air condi
t ion ing without in ter rupt ion, our 
services are so organised as to 
enable a telephone call requesting 
service to be attended to without 
appreciable delay in most centres 
of the country. You w i l l realise 
what this means in a city l ike 
Bombay, where there are 15,000 
air conditioners that require ser
vice by the company and in which 
Voltas' air condi t ioning and refri
geration division receives about 200 
calls a day. As much thought and 
planning must go into the devising 
of an after-sales service system as 
is accorded to a product ion p lan . 
Consequently, the company has to 
provide for an adequate number of 
trained servicemen, for suitable 
equipment and facilities and suffi
cient work ing capital as wou ld be 
provided in any large scale act ivi
ty in an industr ial or business or
ganisation. 

To provide for this and, at the 
same t ime, to main ta in a high 
standard of service, the company 
has its own t ra in ing schemes to 
feed its service force. Every six 
months, about 40 trainees receive 
basic t ra in ing at our Chinchpokl i 
Works and are then absorbed by 
the various divisions for more spe
cialised and on-the-job t ra ining. 

On a wider scale, where the 
company's clients are project au
thorities, Voltas ' after-sales service 
assumes even greater significance. 
As many of you are aware, your 
company supplies giant machines 
l ike bulldozers, excavators and 
cranes that are used for the larger 
projects of the nat ion. The stan
d ing charges and operating cost of 
any one of these machines va ry 
from Rs. 50 to Rs. 250 per hour. 
One can f a i r l y visualise the extent 
of the loss to the nation in the 
event of a breakdown of such ma
chinery. In most cases, the com
pany's service staff not on ly erect 
these machines at project sites, but 
also t ra in the customer's own 
works forces to take over their 
maintenance and work ing w i t h a 

m i n i m u m loss of t ime and effici
ency. 

Another aspect of after-sales 
service is the assistance a customer 
receives in obta in ing spare parts. 
Severe impor t licence restrictions 
make it impossible for us to main
tain our own stocks of spare parts 
at levels which we consider fu l ly 
adequate for customer require
ments. However, in many ways, we 
assist customers, i nc lud ing Govern
ment projects, in obtaining impor t 
licences for essential parts and in 
storing and d is t r ibut ing them. The 
company's own inventory of spate 
parts contains 80,000 items, repre
senting an investment of over Rs. 
2 crores w i t h an organisation of 
close on 175 persons. The company 
goes a step further in ensuring 
customer satisfaction by assisting its 
dealers in establishing their own 
service schemes and service stations 
and by t ra in ing their personnel. 

The costs of after-sales have to 
be control led if these are not to 
run away w i t h profits. But j u d i 
cious expenditure in after-sales 
service is in the best interests of 
good business. After-sales service 
acts as a market bui lder . When the 
services prove satisfactory, the com
pany's reputation and that of its 
products are enhanced and a wider 
market created through customer 
satisfaction and g o o d w i l l . Moreover, 
after-sales service helps the company 
to watch continuously the perfor
mance of a product and to gauge 
market reactions. It provides a feed
back service on which to base the 
development of better products. 

23 per cent of the company's staff 
are directly or indirect ly assigned to 
various forms of service. This alone 
w i l l give a measure of the import
ance we attach to this aspect of 
market ing. In the present phase of 
national development, in which 
most items of equipment are in short 
supply, the importance of keeping 
instal led equipment in work ing order 
can easily be assessed. We hear 
much these days about the necessity 
of nat ional is ing the import and dis
t r ibu t ion trades of this country. Few 
of the radical 'nationalisers' may be 
aware of the obligations and services 
that are involved in impor t ing and 
d is t r ibut ing technical equipment 
and machinery such as I have tried 
to out l ine in this statement. The oft-
maligned "midd leman" may appear 

in a different l igh t if the service 
aspects of dis t r ibut ion and market ing 
are properly understood. -

I should l ike to close, this state
ment by expressing the appreciation 
of the Board and a l l of you for the 
excellent services performed by the 
organisation as a whole dur ing the 
year." 

NOTE: The above statement is not • 
report of the proceedings of the Annual 
General Meeting which will be held on 
the 27th February 1964. 

Finances of Private Companies 
A RESERVE Bank study of the 

finances of 501 non-Government 
non-financial pr ivate l imi t ed com
panies for the year 1961 (published 
in the January 1964 issue of the 
Reserve Bank of India Bulletin) 
reveals smaller growth rates in the 
value of production, sales and assets 
formation as compared to 1960. 

The increase in the value of pro-
duction and sales of the 501 com
panies was less than 5 per cent in 
1961 as compared to a more than 
18 per cent increase in 1960 record

ed by the 333 companies studied 
for that year. However, as the rise 
in expenditure dur ing 1961 was less 
than income, there was a substantial 
increase of 19 per cent in the gross 
profits and the marg in of p ro f i t , as 
measured by the ratio of gross pro
fits to sales, also improve ' from 6.5 
per cent in 1960 to 7.2 cent in 
1961. The p rof i t ab i l i ty of capital 
also increased dur ing the year wi th 
the rat io of gross profit to total 
capital employed increasing from 
10.2 per cent to 11.2 per cent. Net 
profits of the 501 companies rose 
only moderately by 8.3 per cent. 

The rate of gross assets format ion 
of the 501 companies in 1961 was 
lower at 7.6 per cent as compared 
w i t h 11.1 per cent for the 333 com
panies in 1960. However, capital 
format ion was s l igh t ly higher at 
11-12 per cent in comparison w i t h 
10-11 per cent n the previous year. 
As regards financing of assets for
mation, companies rel ied oh their 
internal sources to a greater extent 
in 1961 than in the previous year; 
these sources supplied 60 per cent 
of the total funds in 1961, compared 
to 46 per cent in 1960. 
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