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When it comes to learning persistence, the most
celebrated story in history narrows down to a spider.

King Robert the Bruce I. Crowned King of Scotland.
Tried to free his country from the enemy.

Aiter being defeated in battle, he sought refuge in a cave
for three months. At this point, the lowest in his life, he
contemplated leaving the country for good.

One day, while gazing aimlessly out of his cave, he
watched a spider building a web at the cave's entrance. It
fell time after time. Finally at the fourteenth attempt, it
succeeded.

Inspired, Bruce ventured to fight again. He thundered to
his men: "If at first you don't succeed, try and try again."

Despite being outnumbered ten to one, he rallied his army
to win the celebrated Battle of Bannockburn in 1314.

What's this got to do with TI?

2003-4 was a: challenging year for Tube Investments of India Ltd:
Flat market in:one business. Increased competition in the:other: Increase:in -raw material .costs: Price-sensitive:customers.
Surely, we could have ‘excused:ourselves with: one line: ‘Market:conditions:’

However, as-a company:that-has sought its inspiration from a simple philosophy — ‘Learning is the - way-of life’: = we didn’t try-and

change the market environment. We changed ourselves:

By seeking: inspiration: from events, people, businesses:-and all those:remarkable teachers that constitute life.

The result: afive per cent increase in our turnover and 80 per-cent rise in our profit after tax in:2003-4over the previous year.




Doing what one knows best
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river dolphin’s means can be followed for
Anarrowing one’s focus and turning it into a
competitive edge. It is almost blind and if this were
not a handicap, it lives in muddy water. Despite this
apparent handicap, it leverages on the one big
advantage that it possesses: its sense of hearing
which enables it to pick up vibrations in water.
Amazingly, the river dolphin has transformed this
singular gift into a competitive advantage. And, as a
result, predates even the dreaded carnivorous
piranha!




better than most!

A core competence is an unmistakable competitive
edge at TI.

Over the recent past, even as Tl was faced with the
handicap of an inflationary raw material (steel) on one
hand and a need for continuous cost reduction on the
other, it leveraged that one characteristic that came
naturally to it: the migration of its business from one level
to another.

In doing so, the Company proactively moved out from high
cost outsourcing of engineering products to reinforcing
in-house production capacity.

The Company made timely alterations in shop floor layout,
the creation of dedicated product lines and the introduction
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of line balancing equipment. Its bench wise planning
optimised the capacity utilisation of its CDW precision
tube line. These initiatives reduced material movement,
shrank manufacturing lead-time and enhanced high process
repeatability, liberating plant capacity.

Result: The engineering division increased its throughput
by 40 per cent at a low incremental capital cost to coincide
with a large improvement in orders and realisations in the
automobiles industry.




[f you can’t change your environment,
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daptability is something that we could learn
Afrom a penguin. For instance, penguins don't
always live in the most favourable nesting habitats.
Rather than struggle in changing their environments,
their most effective counter-response is a change in
their nest building. For instance, Rockhopper
penguins build their nests on steep rocky areas. To
get there, they hold both feet together and bounce
from ledge to ledge (sometimes bouncing up to five
feet). On the other hand, Magellanic penguins dig
burrows under the ground to form huge ‘cities’
similar to gophers.




change your strategy!

An adaptability to change is probably the most
valuably consistent Tl response.

This is now more relevant than before. Over the last few
years, consumer preferences have changed more frequently
than in the past. Most industry observes have come to the
conclusion that this trend is likely to be more permanent
than was otherwise perceived. As a result, product
lifecycles will keep shrinking all the time.

To address this mortality, TI strengthened its brand and
evolved its portfolio through continuous introduction of

new models.

e It introduced 61 new models in the last two years in its
cycles business.
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* It responded to the auto boom by increasingly
manufacturing precision tubes for a range of
automobiles.

* Recognising that increased product portfolio is critical in
the doorframe business, Tl started supplying doorframes
to Maruti’s ‘Omni’ model and also extended its
doorframe business to the new MUV model ‘Tavera’ of
General Motors.

Result: In 2003-4, new models accounted for 37 per cent
of the revenue of Cycles division, auto sector accounted for
60 per cent of revenue of Engineering division and new
product accounted for 4.5 per cent of revenue of Metal

Forming division.
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e could all learn a lesson or two from the
Wreindeer. In the Arctic, the two resources in
abundance are ice and moss. Both are of little use to
inhabitants: ice for obvious reasons and moss
because it is of little nutritional value. Try telling
this to reindeer, who make their yearly journey
across the icy terrain. As their principal survival
strategy, they fill themselves with huge quantities of
moss. For an interesting reason: moss contains a
chemical that keeps their body warm and prevents
their blood from freezing. So even if it does not
provide for a wholesome meal, it keeps them alive
to live into another summer.




into a resource!

A close acquaintance with the ground reality is Tl's
effective survival strategy.

Even as bicycle demand is sluggish, margins are declining
and the market is more competitive than ever, the
Company has utilised this scenario not to protect its
competitiveness but strengthen it.

At TI, this is derived through a deeper understanding of
the ground reality.

* The Company commissioned a cycle assembly plant at
NOIDA to reduce logistic costs and moved closer to the
biggest geographic segment of market. It also
established a SKD unit in Durgapur in the East. These
moves generated a faster market response and efficiently

~J|Tube Investments of India Limited

serviced the markets across the country.

Equipped with the experience over the years, it has
moved from a retrospective trend analysis to proactive
product development. As a result, it has migrated from
merely understanding customer needs to safe
forecasting.

TI also leveraged its market understanding to strengthen
its dealer management. It rationalised inactive dealers,
supplied only as much as the market could bear, and
incentivised dealer performance. This improved trade
profitability and working capital management.

Result: In cycles business, TI placed the right product at
the right place at the right time, leading to accelerated
offtake even as it rationalised receivables from 80 days of
turnover in 2002-3 to 64 days of turnover in 2003-4 and
generated supply chain savings of Rs. two cr in its cycles
division.




(roing any length to protect
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ustomer-serving companies could seek
Cinspiration from turtles. How many know that
they travel a distance of 4500 kms - against the
current - to the tiny Ascension Island (17 kms wide)
in the mid-Atlantic for an interesting reason: to
protect their eggs that would otherwise have been
preyed on the Brazilian mainland. Since the only
predators on Ascension Island are frigate birds, both
male and female turtles make the long voyage as a
means of protecting their progeny.




customer interests!

The protection of customer interests is a
longstanding TI tradition.

Take an instance. Even as the demands for its doorframes
increased by almost 35 per cent, TI increased its volumes
without compromising quality and delivery schedules. On
the contrary, improved both. It enhanced Metal Forming
capacity by 50 per cent with a new roll forming line and
refurbishing its existing roll forming mill.

In a world becoming increasingly demanding, TI has
reinforced this commitment through the efficient
management of diverse variables, leading to the delivery of
a consistent product at all times. Its quality standard was
driven through TPM/TQM activity horizontally deployed
across all functions and factories.
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Its value-added services eliminated third party sub-
assembly processing to enhance quality and shrink the
logistics cycle. Its scaled production translated into
just-in-time delivery. Its investment in sophisticated testing
instruments in its engineering division increased product
reliability in critical applications.

Result: TI continues to enjoy preference amongst its most
demanding customers and has a higher market share in
every line of its business in 2003-4.




The bigger the opportunity,
2 .
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he Japanese carp (Koi) grows only two or three
Tinches long if kept in a small fish bowl. But
place it in a tank or small pond and it will extend to
six to ten inches. Put it in a large pond and it may
grow as long as a foot and a half. However, when
placed in a huge lake, where it can easily stretch
out, it has the potential to reach three feet.




the bigger the response!

The bigger the opportunity, the bigger is TI's
response.

With the global business environment increasingly
becoming borderless, TI has spread beyond national
boundaries.

The Company increased its international tubes and strips
presence right from the neighbouring SAARC countries to
far east America, marked by a wider and deeper presence
in quality respecting markets like USA, Europe, Indonesia,
Thailand and Malaysia.

In cycles, it re-entered the international markets through
exports to Africa under its own brand. To meet the

Tube Investments of India Limited

exacting demand of its global customers, it prudently
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invested in a state-of-the-art painting plant at Ambattur
equipped with all modern facilities including powder
coating and lacquer, resulting in internationally
benchmarked products.

Result: The Company’s exports increased from Rs.35 cr in
2001-2 to Rs.83 cr in 2003-4. Also, it acquired almost
100 per cent of shareholding of TI Diamond Chain
Limited whose annual exports is in excess of Rs. 50 cr.




=
g
E
-
=
b=l
=
S
Z
1=
5}
E
17
5]
4
=
@
=2
=
=

\©}

A sensitive approach to
. _ R T

f people cut down all the eucalyptus trees, the

koala would become extinct overnight. If zebras
ceased to exist, so would African lions. If the ‘busy
bee’ were erased from the face of the earth, bees
and numerous plant species that depend on them for
cross-pollination would gradually disappear as well.




stakeholder interests!

Tl’s code of conduct for sustainability does not just
apply to its own existence but also to its various
stakeholders.

Take shareholders, for instance. When the Company’s
market capitalisation declined to well below its intrinsic
worth in 2002, the Company’s management proactively
offered to buyback at a 42 per cent premium and
purchased 25 per cent of its equity capital in 2002-3. This
singular move improved the Company’s book value,
earnings per share and market capitalisation (89 per cent
from the buyback price to the share price as on 31 March,
2004). The Company reinforced this responsibility by
recommending a liberal dividend payout of Rs 10 per
share for 2003-4 and a 1:1 bonus.

Tube Investments of India Limited
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Take the environment as another instance. TI strengthened
its ISO 14001 certification at its various plants. TI's
efforts to protect environment for succeeding generations
include resource conservation covering steel, fuel and oil,
material recycling, water harvesting, in house water source
development, tree plantation and noise management.

TI fulfils its responsibility towards employees through a
reward, responsibility and recognition approach. It
enforced safety measures across its plants. It invested in
skill development programmes to increase employee
efficiencies.

Result: TI enjoys the reputation of a community-involved
company engaged in responsible practices. As a result, its
plants have enjoyed an interruption-free working over the
years.
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M:A:Alagappan
Chairman

The challenge for any organisation is to add to whatever has been
created; to make better what is good; to make sustainable what is
already attractive.

When conditions are favourable, this is relatively easy; to do this in
a difficult environment is the challenge.

And so it was with Tube Investments of India Limited in 2003-4.
Cycles business witnessed a sluggish market. A 30 per cent
increase in the price of steel, the Company’s principal raw
material, affected the Cycles, Engineering and the Metal Forming
business - unmistakably a difficult market condition.

At TI, we interpreted this situation a little differently. We didn’t
complain; we perceived a great opportunity to learn from these
difficult market conditions in order to strengthen the business for
the long-term. We are modestly pleased with having demonstrated
the latter. In the face of a challenging industry environment, we
reported a growth in our top line and bottomline by 5 per cent and
80 per cent respectively over the previous year.

A long-term response
At TI, we have never addressed growth from a view of ‘today’ but
with a perspective of ‘tomorrow’ and ‘the day after’.

This long-term commitment was clearly marked in our corporate
response in 2003-4. During the year under review, we
strengthened our businesses with a view of the immediate and also
of the distant by seeking inspiration from events, people,
businesses and all those remarkable teachers that constitute life.

‘Learning is the way of
life” 1s not just a cosmetic
line at T1, it is a driver of

our existence

This response was dictated by the needs of an ever-dynamic

paradigm change to have transpired over the last decade: a
perceptible movement of manufacturing bases from the developed
countries to developing ones like China and India on account of
cost, quality and service competitiveness.

To respond to this ever-changing environment, we didn’t
restructure our strategy; we altered our approach to business in a
fundamental way in return for global competitiveness.

Increased exports presence
At TI, an increasing export presence was our most effective
initiative. With a difference:

* While in the past we had shipped our tubes mainly to South
East Asia, we are now more focused on sales in the quality

in exports of tubes.

While in the past, we would have reviewed our export exposure
in line with the strength of the Indian Rupee; we are now
committed to sustain our presence despite volatility in the value
of our currency.

profile similar to India’s, and earn a higher realisation.

business environment. It was inspired by the single most important

demanding markets of USA and Europe, resulting in an increase

While in the past we had shipped our cycle models to institutional
buyers in different countries, we are more inclined now to export
under our own brand in developing countries with a demographic



Change in the mindset
Concurrent with its enhanced export coverage, we set out to
strengthen our businesses through a number of initiatives:

* We redefined our product mix within our established businesses,
consciously exiting low margin items and migrating towards
value-added products.

We redefined our customer mix by strengthening relationships
with those capable of generating a higher throughput.

We reinforced our quality commitment, migrating from local and
national benchmarks to those championed by our brand-
enhancing international customers, resulting in repeat and
enhanced orders.

We evolved from a ‘make and sell’ approach to a ‘customise and
market’ strategy; we evolved from the manufacture of products
to the creation of solutions.

Internal strengthening
We recognised the need for internal strengthening of each business
with some path breaking initiatives.

* We strengthened our logistics management, both inward and
outward to effectively service the market.

* We enhanced the capacity and productivity in priority product
segments.

* We effectively de-linked the volume from quality and delivery
standards.

* We enhanced the testing capabilities to improve the product

reliability.

* We strengthened the product and process development through
a thrust in R & D function.

Enhanced value

At TI, we never lose sight of one fact: that we are in business to
enhance value — and value alone. While we continued to do so
through the various operational initiatives as stated earlier, we also
strengthened our balance sheet through loan replacement, disposal
of non-operating assets, rationalisation of interest and other costs
and improved realisation from investments. The buyback of

25 per cent of equity shares effectively enhanced the book value
and earnings per share.

I am confident that these initiatives will help us plug the gap
between our strong present and exciting future, helping us to grow
not just for the moment but also sustainably across the future.

Learning is continuous and inevitable in the pursuit of growth.

Sincerely,
X w‘
-
M A Alagappan
Chairman




