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R. N. Bhaskar, Business India, Jul 27, 1987

“A Rich Harvest” is the first important article we could
lay our hands on — its importance lying in the author’s percipient
power of financial analysis and prediction. See his comments on
overtrading, credit management and reduction of wastage. It is
also important for its realistic recapitulation of the beginning of
the organisation.

From selling kerosene on a
cycle, Bhavarlal Jain has come a
long way. He is the largest
manufacturer (24000 tonnes
valued at Rs 72 crore) of PVC
pipes in the country. He now
controls a group of companies
whose annual turnover collectively
stood at Rs 60 crore last year and
is poised to cross Rs 100 crore by
the turn of this decade. (This did
turn out to be true with turnover

of Rs 107 crore in 1989-90)

In the late fifties, the marginal-
farmer-descendants of Kasturchand
Jain (Hiralal and Dalichand) decided
that they would send young Bhavarlal
to college, and then for a law degree.
In 1963 Bhavarlal decided not to take

CORPORATE REPORTS

A RICH HARVEST

up the post of Deputy Collector that
the Maharashtra State Public Service
commission had selected him for. He
opted instead for business. He got
an Esso dealership in kerosene and
crude oil (used for running pump
sets) and received the family’s (total)
savings of (three generations)
Rs 7,000 to buy empty drums. With
this he set up Jain & Brothers.

“Those were the days when
kerosene and diesel had to be
marketed not distributed as is the case
today (rationed),” says Jain. Going
door-to-door, farm-to-farm, Jain
managed to do quite well. He then
acquired dealerships for petrol and
high speed diesel and later even for
LPG, “which also needed aggressive
marketing in those days,” adds Jain.
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He soon set up petrol pumps, and
came to own a chain of six petrol
pumps.

Having acquired agencies for the
complete range of oil products, as
well as outlets in Jalgaon, Bhusawal
and Dhulia, Jain, by the end 1970
acquired a dealership to sell the
Rajdoot motorcycles and Escorts
tractors. He also set up a service
station for repairing and maintaining

‘motorcycles and tractors, and even

began selling vehicle spares, tyres,
tubes and batteries. Then, more in
tune with his farming ancestry/
instincts, he began acquiring
agencies for various agri-products —
farm equipments, insecticides,
fertilizers and seeds. Soon Bhavarlal
began selling PVC pipes to farmers
(PVC pipes were manufactured then
(only) by Wavin, Garware Plastics,
Chemplast and Finolex). By 1978, all
these lines of activity chalked up

combined sales of over Rs 10 crore
(see graph below). It was around then
that Jain decided to get into
manufacturing.

After an abortive attempt to start
manufacturing insulation tapes, he
began making an enzymatic product
called Papain. Willy-nilly, Jain had
returned to an agro-based industry.
The secretion from the skin of raw,
unplucked papayas was tapped,
collected, dried and sold for use in
baby foods and other applications
including meat tenderizer and beer
clarifier. Unwilling to cater to the
domestic market where, he says,
price, not quality, was the
determining criterion, Jain began
concentrating exclusively on exports.
Today, compared with the US $5 a
kg that crude Papain used to fetch
him in the early eighties, the Refined
Papain his group manufactures
fetches him over US $ 60 a kg. “By
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next year, we hope to refine it to meet
FDA standards in the US, and this
product could fetch us a price of over
US $ 85 a kg,” says S.M. Udani,
banking and financial controller of
the Jain group. (This price was
realised in 1993-94)

Simultaneously, Jain decided to
set up a pipe manufacturing division
too. Since the manufacture of PVC
pipes of diameters of 110 mm and
less was reserved for the small scale
sector, Jain decided to set up small
units (six in all at Jalgaon), all with a
capital aggregating to not more than
Rs 52 lakh. “So in 1980, I bought a
Windsor machine with a 40-tonnes
(per month) capacity which could

)

Patriarch atop PVC pipes

assure me production of PVC pipes
worth Rs 50-60 lakh,” he explains.
“I already had a market worth Rs 30
lakh and was confident of increasing
sales to over Rs 50 lakh in a year’s
time.”

The six units in Jalgaon
manufacturing PVC pipes took just
two and a half years to be set up. Last
year Jain began setting up two more
units at Sendhwa in Madhya Pradesh,
and acquired one more unit in
Udaipur (in Rajasthan) in October
1984. With these nine pipe
manufacturing units, Jain has become
the largest manufacturer of such
pipes in India, with a 25 per cent
market share. (PVC sales were over
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7500 tonnes valued at Rs 14 crore)
Last month, he also concluded a deal
with the Jindals, who sold him their
two PVC pipe making machines for
Rs 45 lakh.

In addition to all this, Jain has
helped set up Jain Foods at Jalgaon
itself, which, though a separate
activity by itself, was actually a
consequence of making Papain. The
papayas from which the Papain was

* extracted (by making incisions on the

skin) had no takers even after they
had turned ripe. Jain Foods was set
up to buy these papaya fruit, which
were then peeled, washed, cut into
small pieces, boiled, sweetened, and
treated with additives and
preservatives to make glace fruit or
fruit candy used by confectioners and
bakers. Today, candy sales figure is
in excess of Rs 96 lakh and there are
hopes that this figure will more than
double in a couple of years’ time.

Of the Jain group of companies,
Jain personally manages the pipe
manufacturing units at Jalgaon and
Sendhwa. He also looks after Jain
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Plastics and Chemicals that makes
Papain, and Emco Transformers Ltd,
Bombay, a public limited company
in which he bought an 80 per cent
stake just last year. The other units,
notably the PVC pipe manufacturing
facility at Udaipur, Rajasthan (sales
Rs 3.8 crore last year, expected to
touch Rs 5 crore this year), are being
looked after by a cousin. Jain Foods
is managed by his brother, while all
the other trading activities are run by
Jain’s uncles and cousins. The group,
which accounted for combined sales
of Rs 60 crore last year, is expected
to make Rs 80 crore this year. Jain
himself believes that his group’s sales
should easily exceed Rs 100 crore by
1989-90, (Group sales were at Rs 107
crore in 1989-90) and some
observers believe that it could exceed
even that.

It is obvious that the Jains have
done extremely well for themselves.
What has made them succeed? They
weren’t the first people to make PVC
pipes in India. But today, reportedly,
Chemplast is planning to close down
its PVC pipe manufacturing division,
Finolex is concentrating more on
cables and not on pipes and Wavin,
in spite of being the only PVC pipe
manufacturer with a foreign
collaboration since the early sixties,
is lagging far behind the Jains.
Garware Plastics is also stagnating.
(Extrusion equipments, both of
Chemplast and Garware Plastics,
were purchased by Jains in 1985 and
1986 respectively.)

According to Jain, he was lucky
to have got into pipe manufacture just
when the market was booming.




According to others, it was because
of the unique combination of
experience that the Jains had in the
areas of trading, farming and
marketing. “It is obvious,” says one
competitor, “that had they not been
selling PVC pipes earlier, they would
not have had a market ready to pick
up the pipes they had started
making”. Secondly, it was also
fortunate for the Jains that companies
like Chemplast were not as interested
in selling PVC pipes as much as they
were in selling PVC resin. Had it
been otherwise, the competition
could have easily punched a hole in
the Jain enterprise bottom line,
particularly as it was not only a late
entrant but also dependent on
Chemplast and others (resin
manufactures) for its raw material.

Catering to individual farmers
also gave Jain access to markets other
than government, agencies, and the
single largest customers for such
pipes. With farmers going in for more
sophisticated irrigation systems, Jain
had begun tapping a market that had
unlimited potential.

Yet this does not completely
explain the phenomenal success
achieved by the Jains. For it must be
remembered that while being based
in Jalgaon might have been
advantageous in terms of the market,
the town’s remoteness and lack of
infrastructure were obstacles that Jain
had to contend with. Jalgaon is after
all in a remote corner of Maharashtra,
far from the ports through which
imported PVC resin comes. The
communication network is bad, and
there is no airport within a radius of
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150 km. However, both the western
and central railway lines run through
the town. It has an uninterrupted
power supply, and as it is a classified
backward area it allows sales tax and
excise duty benefits. The last reason
is also why several other companies
like the Garwares have started
manufacturing units around similar
backward areas.

“As for communication, we have
a hot line facility with Bombay
through which we route our entire
national and international calls,” says
Udani. A facsimile facility with New
York, USA, where the Jains recently
opened another office to monitor
exports and imports, gives them yet
another communication link with the
world of business outside sleepy
looking Jalgaon. “Moreover, we
belong here,” asserts Jain. As far as
liaison with government agencies and
the like goes, they have men stationed
in the major cities.

However, the group’s prime asset
has been Jain’s amazing skill in
managing his finances. “In a way,
I've always overtraded,” admits Jain.




He recounts how even when he
started Jain & Brothers, his
investment of Rs 7,000 went only in
the purchase of empty drums. “The
kerosene and the diesel I purchased
on credit which I rolled over to the
next larger installment of supplies,”
he recalls. “I do not consider
overtrading as something
abhorrent as long as the funds
generated, say around 80 per cent at
. least, are ploughed back for
productive purposes,” adds Jain. This
is evident even today when one finds
that against a net worth of Rs 7.35
crore (inclusive of revaluation
reserves of Rs 3.97 crore), loans and
liabilities came to around Rs 9 crore
last year.

Faith in Jain’s competence is
borne out by the opinion that
machinery suppliers, raw material
suppliers and bankers have of him.
Cincinnati Milacron, for instance,
considers the group as quite
creditworthy, which is borne out by
its recently agreeing to supply to the
Jains three machines on deferred
payment terms extending to three
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years. And that too without insisting
on a letter of credit or bank guarantee.
Again, Vista Chemicals, USA, which
has been procuring PVC resin for the
Jains for the last four months, allows
the group open credit to the tune of
US $ 800,000 without insisting on
bank guarantees. And the banks
themselves have together allowed the
group to have banking credit to the
limit of Rs 21.48 crore.

“In fact, once when we tried to
discourage Bhavarlal H. Jain from
overtrading a few years ago,”
confesses one banker, “he simply
asked us, “How else do I grow?” He
pointed to the penal interest we were
paying to the RBI and asked us,
‘Aren’t you also overstretching
yourselves?” ™

.Another crucial factor that has
contributed enormously to the growth
of the Jain Empire has been an
excellent collection record, another
sign of sound funds management.
In spite of having the government
agencies as his single largest
customers, it is amazing to discover
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