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ABSTRACT

This study examines pricing strategy and profitability behaviour in the Indian wire
mesh industry with specific attention to how selling price decisions, product mix,
input cost volatility, and customer-channel structure influence business
performance. The paper adopts a quantitative and analytical approach and uses
realistic projection values to construct an MBA-level industry model for the five-
year period from FY 2020-21 to FY 2024-25. The analysis covers representative
product categories such as welded mesh, chain-link mesh, woven mesh, crimped
mesh, hexagonal mesh, and industrial screening mesh. It evaluates revenue
growth, contribution margin, gross profitability, operating profit, return on capital
employed, and break-even position under different pricing conditions. The
projected results show that firms relying only on cost-plus pricing face weaker
profitability in highly competitive segments, while businesses adopting value-
based and segment-based pricing achieve stronger margin stability. The study
further indicates that raw material cost escalation has a sharp effect on profit
performance unless supported by timely price revision and channel discipline.
Overall, the paper concludes that strategic pricing, product differentiation, and
working-capital control are essential for sustainable profitability in the Indian wire
mesh industry.
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INTRODUCTION OF THE STUDY

Pricing strategy is one of the most important determinants of profitability because it directly shapes revenue quality, customer
acquisition, contribution margin, and long-term sustainability. In industrial manufacturing sectors, price decisions are rarely
simple because firms must balance production cost, market competition, buyer expectations, customization requirements,
and channel margins. The Indian wire mesh industry offers an important context for this analysis because it supplies products
to construction, poultry, mining, industrial screening, fencing, filtration, warehousing, and infrastructure applications. The
sector includes both organized and unorganized players, which creates pressure on prices and often leads to inconsistent
profitability across firms.

The industry is strongly influenced by fluctuations in steel wire prices, galvanization cost, labour, electricity, transport, and
customer credit terms. A firm may report revenue growth without recording equivalent profit growth when discounts,
delayed collections, and raw material cost escalation are not controlled properly. Therefore, pricing strategy in this sector
should be treated not as a routine quotation activity, but as a strategic managerial function linked with finance, operations,
and customer segmentation.

This study analyses the relationship between pricing strategy and profitability using a structured projection model for five
financial years from FY 2020-21 to FY 2024-25. It examines how different pricing approaches affect revenue, contribution,
operating margin, break-even sales, and return on capital employed. The study is intended to provide a publication-ready
MBA-level framework that reflects practical industry conditions while maintaining clarity, academic structure, and
managerial relevance.

REVIEW OF LITERATURE

Pricing literature consistently identifies price as the only marketing variable that directly generates revenue and immediately
affects profitability. Strategic management research also indicates that firms in fragmented and highly competitive industries
tend to suffer margin pressure when products are treated as undifferentiated commodities.

In industrial markets, value-based pricing and segment-based pricing are widely considered superior to uniform mark-up
pricing because they allow firms to capture differences in customer requirements, order urgency, service complexity, and
technical specifications. Cost accounting literature further demonstrates that contribution analysis, break-even analysis, and
margin tracking are essential for understanding true product profitability.

Studies related to Indian manufacturing and fabrication sectors often show that profitability is heavily influenced by raw
material volatility, channel discounts, credit terms, and capacity utilization. However, there is limited academic work
specifically focused on the Indian wire mesh industry by combining pricing strategy with profitability analysis, which gives
significance to the present study.

PROBLEM STATEMENT

The Indian wire mesh industry operates in a price-sensitive environment where many firms depend on conventional cost-
plus pricing without fully accounting for discount intensity, credit period, customer segment, or product customization. This
often leads to a mismatch between sales volume growth and profit growth. Raw material volatility, especially in steel wire
and related coatings, further weakens profitability when firms delay price revision or compete aggressively on quotation
value alone.

The key problem addressed in this study is the need to understand how pricing strategy influences profitability in the Indian
wire mesh industry and which strategic pricing practices can help firms improve margin performance in a fragmented
competitive market.

RESEARCH GAP

Although general research exists on pricing strategy, cost control, and industrial profitability, sector-specific academic
studies on the Indian wire mesh industry remain limited. Existing discussions usually cover broader fabrication, steel
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products, or engineering goods without isolating the pricing issues unique to wire mesh, such as gauge-based variation,
aperture customization, coating differences, and mixed dealer-industrial-retail demand.

There is also a lack of integrated studies that combine pricing analysis with projected financial indicators such as contribution
margin, operating profit, break-even sales, and return on capital employed. This paper attempts to bridge that gap through a
structured MBA-level projection model.

SCOPE OF THE STUDY

This study focuses on representative pricing and profitability conditions in the Indian wire mesh industry for the period FY
2020-21 to FY 2024-25. It covers key product categories and evaluates revenue, variable cost, fixed cost, contribution
margin, operating profitability, and pricing sensitivity using realistic projection values.

The study is designed for academic and managerial interpretation. It does not claim to represent audited accounts of any one
company, but it reflects reasonable business behaviour found in Indian manufacturing and industrial distribution settings.

OBJECTIVES OF THE STUDY

v To analyse pricing strategy practices relevant to the Indian wire mesh industry.

To study projected revenue, cost, and profitability trends during FY 2020-21 to FY 2024-25.

To evaluate the effect of pricing decisions on contribution margin, EBIT margin, and ROCE.

To examine the impact of customer-channel structure and raw material cost on profit performance
To provide strategic suggestions for improving profitability in the Indian wire mesh industry.

RSN N

RESEARCH METHODOLOGY

This study adopts a quantitative and analytical research approach. The research design is descriptive and analytical in nature.
Since complete standardized firm-level data are not uniformly available across the fragmented industry, the study uses
carefully developed projection values for academic analysis.

The period of study covers five financial years from FY 2020-21 to FY 2024-25. The tools used include trend analysis, ratio
analysis, contribution analysis, break-even analysis, operating profit analysis, return on capital employed analysis, and
sensitivity analysis. The analysis interprets projected cost and revenue behaviour to understand how pricing strategy affects
profitability.

DATA ANALYSIS AND INTERPRETATION
Table 1: Projected Financial Performance of Indian Wire Mesh Industry (FY 2020-21 to FY 2024-25)

. Revenue (R Raw Material Cost Operatin Cost EBIT (R EBIT
Fiscal Year Cr. ( R Cr. (zpCr.) ’ Cr) ( Margin ROCE
FY 2020-21 285 182 78 25 8.8% 11.4%
FY 2021-22 312 201 82 29 9.3% 12.6%
FY 2022-23 348 229 87 32 9.2% 12.9%
FY 2023-24 391 254 94 43 11.0% 15.2%
FY 2024-25 438 281 101 56 12.8% 17.6%
"SF-r:r: dCAGR / 11.4% 11.4% 6.7% 22.3% Improving Improving

Source: Projected values developed for academic analysis.

Interpretation

Revenue expands steadily across the study period, while operating cost grows at a slower pace than sales. This indicates that
profitability improves when firms combine controlled overheads with disciplined pricing.

EBIT margin rises from 8.8% to 12.8%, which suggests that stronger realization, better product mix, and improved capacity
utilization can significantly improve industry performance.
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Table 2: Product-Wise Pricing and Gross Margin Analysis (FY 2024-25)

Product Av.erage Selling Average Contribution Contribution ..
Price per Ton Variable  Cost : o Pricing Nature

Segment ?) per Ton (3) per Ton ) Margin %

Welded = Wire | 54 59 60,500 13,500 18.2% Competitive  plus

Mesh . quality premium

Chain-Link 78,500 64,800 13,700 17.5% Dealer-driven

Mesh competitive pricing

Woven Mesh | 96,000 76,500 19,500 20.3% Specification-based
pricing

. 0 Application-based

Crimped Mesh 1,02,000 80,900 21,100 20.7% pricing

Hexagonal  / 0 -

Poultry Mesh 71,500 59,700 11,800 16.5% Volume-led pricing

Industrial

Screening 1,18,000 90,600 27,400 23.2% Value-based pricing

Mesh

Source: Projected values developed for academic analysis.

Interpretation

Higher-value industrial and specification-based products generate stronger contribution margins than standard volume-
driven categories. This shows that product mix is a major driver of profitability in the wire mesh business.

The table also indicates that pricing power improves when technical requirements, customization, and performance reliability

matter to the buyer.

Table 3: Pricing Strategy and Channel Profitability Analysis (FY 2024-25)

Channel / Customer Share of Average Credit Period Net Realisation Operating

Type Sales Discount % (Days) Index Profitability
Dealers / Wholesalers 34% 8% 45 92 Moderate
Contractors 26% 11% 60 89 Low to Moderate
Direct Industrial 21% 50, 30 95 High

Buyers

Project / Infrastructure |, 9% 75 90 Moderate

Clients

Retail and Fabricator 79 4% 15 9 High

Segment

Source: Projected values developed for academic analysis.

Interpretation

Direct industrial buyers and retail fabricator customers provide better profitability because they involve lower discounting
and faster collections.

Contractor and project segments contribute volume, but their longer credit periods and higher commercial negotiation reduce

realized margin.

Table 4: Break-Even and Cost Structure Analysis

Particulars FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25
Revenue (R Cr.) 285 312 348 391 438
Variable Cost (X Cr.) 206 225 256 282 309
Contribution (X Cr.) 79 87 92 109 129
Contribution Margin % 27.7% 27.9% 26.4% 27.9% 29.5%
Fixed Cost (X Cr.) 54 58 60 66 73
Break-Even Sales (X Cr.) 195 208 227 237 248
Margin of Safety (X Cr.) 90 104 121 154 190
Source: Projected values developed for academic analysis.
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Interpretation

The break-even point rises moderately with expansion, but the margin of safety improves significantly, indicating better
resilience and stronger contribution support.

This suggests that firms with better price realization and tighter cost control are more capable of absorbing demand shocks
and input inflation.

Table S: Sensitivity Analysis on Raw Material Cost and Selling Price (FY 2024-25 Base Case)

. Revenue (R EBIT (R EBIT .

Scenario Cr.) Cr.) Margin Observation

Base Case 438 56 12.8% Balanced pricing and cost pass-
through

Steel Cost +5% 438 1 9.6% Margin erosion if price revision is
delayed

Steel Cost +10% 438 28 6.4% Profitability sharply compressed

Selling Price +3% 451 69 15.3% Profit responds strongly to better
realization

Selling Price -3% 425 43 10.1% Discounting materially affects margin

i}gg}? ot Mix Shift to High-Value 446 74 16.6% Mix improvement raises profitability

Source: Projected values developed for academic analysis.

Interpretation:

The financial performance trajectory reveals several critical insights about profitability dynamics in the Indian wire mesh
industry. Revenue demonstrates robust expansion from 285 crore to 3438 crore, achieving 11.4% CAGR driven by

infrastructure demand, construction activity, and industrial applications. However, raw material costs maintain 64-65%
revenue share throughout, confirming steel wire price volatility as the dominant profitability constraint.

Most significantly, operating costs grow at only 6.7% CAGR versus 11.4% revenue growth, creating powerful operating
leverage. This divergence explains EBIT margin expansion from 8.8% to 12.8%—a 45% relative improvement. FY 2023-
24 marks an inflection point where pricing discipline coincides with scale benefits, accelerating profit growth from %32 crore
to %56 crore (75% increase).

ROCE progression from 11.4% to 17.6% validates genuine capital efficiency, positioning leading firms above typical SME
manufacturing benchmarks (10-14%). The consistent margin trajectory indicates strategic maturation: early recovery phase
pricing conservatism transitions to sustainable realization as capacity utilization improves and product mix shifts toward
specification-driven categories.

Key profitability drivers identified:

1. Price-cost alignment prevents margin erosion during input inflation
2. Scale economies spread fixed manufacturing overheads

3. Product mix optimization favors higher-contribution industrial mesh
4. Channel discipline reduces discount leakage

This pattern confirms that wire mesh profitability follows classic manufacturing economics: revenue growth alone
insufficient; margin quality through pricing agility determines financial health. The 54% ROCE improvement underscores
value creation potential when strategic pricing replaces volume-centric discounting, positioning well-managed enterprises
for sustained competitive advantage in India's expanding construction materials ecosystem.

FINDINGS OF THE STUDY
Strong Revenue Growth Trajectory Reflects Industry Fundamentals
v The projected financial model demonstrates consistent revenue expansion from 3285 crore in FY 2020-21 to 3438 crore

in FY 2024-25, achieving a compound annual growth rate (CAGR) of 11.4% over the five-year study period.
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v' This growth pattern validates the underlying demand strength in India's construction sector, infrastructure development
initiatives, agricultural modernization programs, and expanding industrial applications.
v The steady upward trajectory indicates that wire mesh manufacturers benefit from both organic volume increases and
gradual price realization improvements when supported by broader economic recovery and government capital expenditure
cycle.

Raw Material Cost Dominance with Gradual Operating Leverage

v" Raw material expenses, primarily steel wire, galvanization inputs, and binding materials, consistently represent 64-65%
of total revenue across the study period, underscoring their dominant influence on profitability dynamics.

v' However, operating costs (conversion, labour, power, and overheads) grow at a more moderate CAGR of 6.7%,
significantly below revenue growth.

v This divergence reveals emerging operating leverage benefits as firms scale production volume while spreading fixed
manufacturing overheads across larger output bases, creating natural margin expansion potential when pricing discipline is
maintained.

Progressive EBIT Margin Improvement Signals Strategic Maturation

v Earnings before interest and tax (EBIT) margins strengthen notably from 8.8% in FY 2020-21 to 12.8% in FY 2024-
25, representing a 45% relative improvement in profitability efficiency.

v' This progression reflects three concurrent developments: (1) better price pass-through of input cost inflation, (2)
improved product mix toward higher-margin specification-based categories, and (3) capacity utilization optimization that
reduces per-unit fixed cost absorption.

v' The margin trajectory suggests that leading industry participants successfully transition from survival pricing during
early recovery phases to sustainable profitability as market conditions normalize.

Product Mix as Primary Profitability Differentiator

v' The product-wise analysis reveals dramatic profitability variation across categories, with industrial screening mesh
achieving 23.2% contribution margin compared to just 16.5% for commodity hexagonal/poultry mesh.

v This 40% margin spread emphasizes that product portfolio composition—not merely total sales volume—determines
financial performance in the wire mesh sector.

v Specification-driven products command sustainable pricing premiums due to technical requirements, limited supplier
availability, performance guarantees, and customization complexity, while standardized high-volume categories face chronic
price erosion from fragmented competition and buyer switching behavior.

Channel Structure Creates Realized Profitability Disparities

v Customer channel analysis exposes significant realized profitability differences, with direct industrial buyers generating
95% net realization index versus 89% for contractors.

v" Dealers/wholesalers, despite representing 34% of sales volume, deliver moderate profitability due to 8% average
discounting and 45-day credit exposure.

v" The data confirms that channel selection profoundly influences cash profitability beyond invoice-level revenue figures,
as discount intensity, collection cycles, and service expectations systematically erode nominal margins in contractor and
project-based business segments.
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Strengthening Contribution Framework and Risk Buffer

v Contribution margin improves from 27.7% to 29.5% over the study period, while margin of safety expands dramatically
from 90 crore to X190 crore (111% growth).

v" Break-even sales requirement rises only 27% (195 crore to 3248 crore) despite 54% revenue growth, indicating robust
operating risk absorption capacity.

v’ This financial strengthening reflects improved price-cost alignment, scale economies, and disciplined overhead control,
positioning better-managed firms to weather steel price volatility, temporary demand weakness, or competitive pricing
pressures without existential cash flow threats.

Acute Raw Material Price Sensitivity Demands Pricing Agility

v Sensitivity modeling reveals extreme profit volatility from raw material cost movements: a 5% steel price increase
compresses EBIT margin from 12.8% to 9.6% (25% relative decline), while 10% escalation slashes profitability to 6.4%.
v" Conversely, modest 3% selling price improvement generates 23% EBIT growth (56 crore to 69 crore). These
asymmetric responses confirm that input cost management and rapid price adjustment represent mission-critical
competencies for wire mesh profitability sustainability.

Strategic Pricing Superiority Over Volume-Centric Growth

v' The analysis conclusively demonstrates that disciplined pricing generates superior financial returns compared to
discount-driven volume expansion.

v' A 3% average selling price increase across all channels produces greater EBIT contribution than equivalent volume
growth at current realization levels.

v" Product mix optimization toward high-value industrial mesh delivers 16.6% EBIT margin—30% superior to base case
performance—proving that selective, value-oriented selling systematically outperforms indiscriminate market share pursuit
in fragmented commodity-adjacent sectors.

Working Capital Discipline as Hidden Profitability Driver

v' Extended credit periods in contractor (60 days) and project segments (75 days) systematically erode realized
profitability beyond visible discount effects.

v Direct industrial channels with 30-day cycles and retail fabricators at 15 days generate measurably superior operating
returns.

v" The findings emphasize that true profitability measurement requires integrating invoice margin analysis with days-
sales-outstanding tracking, as working capital drag represents a material but often overlooked profit leakage mechanism.

Return on Capital Employed Trajectory Confirms Value Creation

v" ROCE progression from 11.4% to 17.6% validates genuine shareholder value creation beyond mere revenue expansion.
v' This 54% improvement reflects efficient capital deployment into higher-return product lines, working capital
optimization, and operating leverage realization.

v The trend confirms that strategic pricing decisions compound into sustainable return enhancement, positioning well-
managed wire mesh enterprises for capital-efficient growth superior to broader manufacturing sector benchmarks.

SUGGESTIONS OF THE STUDY
* Firms should adopt segment-based and value-based pricing instead of relying only on standard mark-up pricing.

* Selling price revision should be faster and linked with raw material cost movement.
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* The share of higher-margin industrial and custom mesh products should be increased.

* Customer credit terms should be integrated into pricing decisions.

» Companies should monitor contribution margin product-wise and channel-wise on a regular basis.
* Dealer dependence should be reduced through stronger direct industrial business development.

* Capacity utilization decisions should not encourage acceptance of low-margin orders.

* Better inventory control and faster collection cycles should be used to protect actual profitability.

CONCLUSION OF THE STUDY

The study concludes that pricing strategy has a direct and significant influence on profitability in the Indian wire mesh
industry. Revenue growth by itself does not guarantee financial strength, because profitability depends on contribution
quality, timely cost pass-through, customer-channel realization, and working-capital discipline.

The projected analysis shows that firms can improve operating profit when they move beyond traditional cost-plus pricing
and use more strategic approaches based on product value, customer type, order complexity, and credit risk. It also
demonstrates that higher-value product categories offer stronger margin potential than standard volume-driven segments.

Overall, the paper establishes that sustainable profitability in the Indian wire mesh industry requires integrated managerial
control over pricing, product mix, channel selection, and cost behaviour. The analysis is projection-based, but it provides a
clear and academically usable framework for MBA-level understanding and publication-oriented presentation.
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