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ABSTRACT

Financial management basically deals with rising of financial
resources and its proper allocation in order to maximize share holders
wealth. For a successful running of an organization fixed and current
assets play crucial role as organization generally invests in this
options. A firm’s working capital consists of its investments in short
term assets like cash and bank balance, inventories, receivables and
short term investments. Therefore the working capital management’s
mainly refers to the management of all this individual current assets.
In this research paper an attempt has been made to study the
components of working capital and the possible implications of
working capital management policies on profitability of India
cements lItd. The study is based on secondary data collected from
annual reports of India cements Itd for the period 2015-16 to 2019-
20. In this paper there is an application of ratio analysis to identify
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the significant impact of working capital management on the

profitability.
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INTRODUCTION

The working capital management is the lifeblood of
the business. Significant amount of resources are
invested in working capital and therefore its
management plays an important role in profitability
and performance of the company. The effective
management of the business among other things
depends primary upon the manner in which its short
term assets and sources of financing are managed.
The working capital management or current asset
management is one of the most important aspects of
the overall financial management. The amount of
capital invested in current assets such as cash, bank,
debtors etc., is known as working capital

Need for the study:

» In any organization working capital plays as an
important role. Under or over estimation of
working capital affects the profitability and
liquidity of the company financial position

» In order to maintain revenue from operations
every firm needed certain amount of current
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assets i.e., cash is required to pay for expenses or
to meet obligation for service received etc.

» Needle ness to maintain cash, bank balance,
debtors, bills receivables, closing stock,
prepayment certain other deposits and invest
which are temporary in nature represents current
assets of the firm

Objectives:
» To study the working capital position of the India
cements Itd

» To find out the operating efficiency of the India
cements Itd

» To know at what proportion debt and equity are
being used

» To evaluate the inventory management
performance of India cements ltd

Scope of the study:
» The study of working capital management is
confined only the India cements Itd
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» It is proposed to study on working capital
management in India cements Itd for 5 years Le.,
2015-16 to 2019-20

Limitations of the study:
» The information provided in the company balance
sheet is only the data source available

» The information available in the balance sheet
have taken from the published annual reports of
the company

» The study is confined to a period of 5 years Le.,
2015-16 to 2019-20

Research methodology:

The applied research, which is also called decisional
by some research scholars and it specifies alternative
solutions and possible outcomes of each alternative
and it is promoted by commercial considerations. The
applied research can be further divided into two
categories. They are

» Problem solving research

» Problem oriented research

Sources of data:

The date required for the study is mainly based on the
secondary data. The required information is collected
from the annual reports of the India cement Itd
comprising of balance sheet, P&L accounts.

Data analysis and interpretation:

SranrmeAt al chedtiges i soiRirg capital 3145 0055 MO0 2 e .
I ETTI

W erhing L agatal

. frasmetar . s . = lieme Dairec
T s
T thpin awen et
s L . 170 ae 1w
PR X L e [EN
: wiou "
di= e 20
A ERT \
BERNR u W
SEeh [NETEY WS
. 17 17
Vil wonad la b ELLU i | et L b P R
LIEEIRIVEA P 1 (PR | 1o A LY [
Sl wmrkny vapital |5 By RRE Tommiia
R ) om0z
4T TRy [ PR

Interpretation:

From the above table we can observe the net working
capital is decreased by Rs 13422.18 lakhs in the year
of 2015-16 due to increase of trade payables.
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Interpretation:

From the above table we can observe the net working
capital is increased Rs 38144.34 lakhs in the year of
2016-17 due to decrease of current liabilities.
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Interpretation:

From the above table we can observe the net working
capital is decreased Rs 24455.31 lakhs in the year of
2017-18 due to increase of short term barrowings and
trade payables.
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Interpretation:

From the above table we can observe the net working
capital increased by 1500.15 Lakhs in the year if
2018-19 due to increase of trade receivables.
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Interpretation:

From the above table we can observe the net working
capital increased by Rs 14826.61 Lakhs in the year of
2019-20 due to decrease of trade payables and
increase of trade receivables.
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Table showing the changes in working capital

Year Changes in working capital
2015-16 - -13423.18
2016-17 3814434
2017-18 =24455.31
2018-19 1300015
2019-20 14826.61

Charnges in waiiegoapital

Interpretation

From the above graph we can observe there is a
mixed changes in working capital. That is both
negative and positive changes. The net working
highly increased in the year 2016-17 of Rs 38144.34
Lakhs and decreased in the year 2017-18 of Rs
24455.31 lakhs

Current ratio:

Years Currenl assels [ Current liabilities [ Ratio
2003 16 . LAGTFSNT . 142700 68 . 1.58
201617 ITI113.85 14891603 ' 1.62
2007-1% i DL N i64250.01 . i.54%
208 19 298226.23 E5483,57 ' 1.6
200920 JRR0G.05 191230.78 1ty

CURRENT RATIO

Interpretation:

From the above graph we can observe the current
ratio is in fluctuation trend. The highest current ratio
is 1.82 in the year 2016-17 and lowest current ratio is
1.58 in the year 2015-16

Quick ratio:
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Interpretation:

From the above graph we can observe the quick ratio
is in fluctuation trend. The highest quick ratio is 1.07
in the year of 2016-17 due to decrease of trade
payables. The lowest quick ratio is 0.87 in the year of
2015-16 due decrease in trade receivables.

Inventory turnover ratio

Yenurs Cost of goods sabd  Average inveniory Ratin
2003-14 107372529 TIHG032T 145949
200617 1057840,31 201228 15.24
20017-148 1260228 41 TERGINE 17.29
2008-19 133343015 TaT7292 1736
2009-20 1524657 .89 8247356 18.48
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Interpretation:

From the above graph we can observe that the
inventory turnover ratio is in positive trend. The
highest inventory turnover ratio is 18.48 in the year of
2019-20.

Debtors turnover ratio

Yenrs Net credit sales . Average debiors . Ratio
Hrl5=16 . TS ] 2 . 13530407 . 5.54
Hl6-17 HaT 30447 14193531 . 5.04
HT-18 HIWERY D 1564 1 7_84 . 336
018-19 1035851, 73 16283317 433
H19-20 1131590.74 18126124 . 624
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Interpretation:

The above graph represent that the debtors turnover
ratio is in fluctuation trend. In the year 2018-19
debtors turnover ratio is 6.35 times as compared to
5.36 in the year of 2017-18 due to increase in credit
sales.

Working capital turnover ratio

Yenrs Mot sales Net working ca pital Ratio
015-16 FLEIRIOR H40F3 48 10.92
2617 1018357 0 122197.582 B33
2017-18 1152014.21 9774251 11.78
I018-19 122785083 11 2742.66 10.89
201920 1440623 8 127569, 78 1.3

WORKING CAFITALTLUNDWER RATIO
Interpretation:

From the above graph we can observe in the year of
2016-17 it will be decreased to 8.32 it indicates
working capital is not effectively used. In the year of
2019-20 it will be higher than 11.36 it indicates
higher profits.

Findings:

» In the year 2015-16 the working capital is
decreased by Rs 13422.18 Lakhs and in the year
2016-17 itis increased by Rs 38144.18 Lakhs and
again in the year 2017-18 it is decreased by Rs
24455.31 Lakhs and in the year 2018-19 & 2019-
20 it is increased by Rs 15000.15 & 14826.61
Lakhs Respectively. So it is fluctuating more.

» The standard current ratio is 2:1. The current
ratio is in fluctuation trend. It is find out that the
current ratio is very high in the year 2016-17 i.e.,
1.82. Remaining years also its shows positive
trend

» The standard quick ratio is 1:1. The quick ratio is
in fluctuation trend. It is find out that the quick
ratio is high in the year 2016-17 i.e., 1.07 due to
decreased trade payables. The remaining years its
show small negative trend.

» The inventory turnover ratio shows positive trend.
The inventory turnover ratio is 18.48 times in the
year 2019-20 due to increase of goods sold.

» The debtors turnover ratio in the year 2018-19 &
2019-20 is high i.e., 6.35 & 6.24 times as
compared to 5.36 times in the year 2017-18 due to
increase in credit sales.

» The working capital turnoveris 11.78 & 11.36 in
the year 2017-18 & 2019-20 respectively. It
indicates the greater profits. The lower working
capital turnover ratio is 8.33 times in the year
2016-17 it indicates the working capital is not
effectively utilized.

Suggestions:

» working capital of the company is fluctuating, so
it is better to maintain sufficient level of working
capital for smooth operational activities.

» The company current ratio is less than standard
ratio. It should increase the current assets which
are in the form of Trade receivables and
inventories etc,.

» The company quick ratio is less than standard
ratio. It should increase in the form of cash,
marketable investments and other cash
equivalents.

» The company has high inventory ratio it indicates
high inventory cost. So it better to maintain
optimum level of inventory.

» The debtors turnover ratio is increased in last two
years. It creates more bad debts. So it is suggested
that to decrease the debtors turnover ratio.

Conclusion:

The liquidity position of the India cements Ltd is
good. It can be concluded that the working capital
management efficiency has been fluctuating every
year. Its need to be increased further for effective
utilization of current assets.
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