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EDITORIAL DESK

| am enormously blissful to present our college Research Journal
‘RADHANVALLI” : An International Peer Reviewed Multidisciplinary Research
Journal (Bi-Annual). The ninth issue is being presented to you with all fresh
insightful reflections from learned academicians, researchers and scholars.

The journal aims at disseminating research output and provides crucial
information about recent developments in the relevant fields, through high
guality research papers on the topics related to multidisciplinary subjects

It is slowly but firmly gaining its momentum. | am very much pleased to
present the “RADHANVALLI”: An International Peer Reviewed
Multidisciplinary Research Journal (Bi-Annual) before the readers,
academicians and researchers.

The multidisciplinary journal contains the variety of discussions on topics
from Commerce, Accountancy, Management, Gujarati, Sanskrit, English,
Sociology, Hindi, Physical Education, Library Science, Education etc. We are
trying our best to bring before you the latest and authoritative insights into the
facilitating world of multidisciplinary education. | hope that all of you will share
yours experience, skills, knowledge and education to move our college
forward.

In this issue of the journal, we have put together the 06 research papers,
regarding diverse interests in the field of multidisciplinary subjects covering
the various topics of a prominent researcher has taken meticulous efforts in
illumination useful points about multidisciplinary research. We are proud to
have you as part of our team and look forward to your future contributions.

| will repay your kindness with a promise to make your time here enriching,
and perhaps even transformative.

With sincere thanks,

Dr. C.M. Thakkar
Chief Editor

Dr. Chirag V. Raval
Chief Executive Editor
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Study of Liquidity and Asset Management Ratios of Selected
Chemical Companies in India
Mr. Suresh Vasani
Research Scholar, Department of Commerce Saurashtra University Rajkot, 360005

Abstract:

This paper tries to analyze the liquidity and assets management ratios of selected chemical
companies of India. Researcher analyze main objective of liquidity and Asset Management
Ratios of selected Chemical Companies and further to analyse the Financial Performance of
selected Chemical Companies with the help of various ratios of liquidity and Assets
management. This study based on secondary data which are collected through annual reports of
companies. The methodology used by the researcher is various ratios of accounting and one way
ANOVA test for the testing of hypothesis. Major findings of the study indicated that hypotheses
of current, Liquidity, Inventory, and working capital ratios have been rejected it means there are
significant difference in above selected ratios of selected companies. In relation with debtor,
creditor, fixed assets turnover and total assets turnover ratios, there are significant difference in
the ratios of selected companies.

Keywords: Liquidity management, ANOVA, Chemical, Financial Performance, and Working

capital.

Introduction:

In the past decade much research has focused on Financial Performance, but less study had
undertaken in chemical industries for analyzing financial performance through liquidity and
assets management. It is still today unclear why performance is batter and not. So, this paper is
Associate with organization to an activity of assessing money statements to gauge the money
performance of an organization. It helps in assessing gain, solvency, liquidity, and stability.
Finances analysis has 3 broad tools-quantitative relations Analysis, DuPont Analysis, and
customary Size Financials. Out of all, quantitative relation analysis is the most distinguished.
Liquidity, capital structure, turnover, growth, and valuation ratios facilitate in judgment totally
different aspects of a business. Money analysis is beneficial within the assessment, comparison,

and valuation of an organization. Stakeholders utilize different ratios for or her varied functions.

Problem of the Study:
Carrying out a liquidity analysis of chemical industry will help to better understand the cash

position. Liquidity ratios are the best way to interpret your company’s ability to use its current
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assets to meet its current liabilities — at any point in time. Assets management is important
because it helps a company monitor and manage their assetsusing a systemized approach.
Managed effectively, the benefits include improvementsto productivity and efficiency which

places a business in a better position to increase their return on investment.

Review of Literature:

Sherin (2010) “Liquidity v/s profitability. A firm is required to maintain a balance between
liquidity and profitability while conducting its day-to-day operations. Investments in current
assets are inevitable to ensure delivery of goods or services to the ultimate customers. A proper
management of the same could result in the desired impact on either profitability or liquidity.
Chandrabai et al. (2011) “Working Capital Management of Indian Electrical Equipment
Manufacturers-A Comparative study” found that the companies in the electrical equipment
industry have performed fairly well for financial year 2010. The sales of most of the companies
have increased. The management of Working Capital is one of the most important and
challenging aspect of the overall performance of the organization. Merely more effective and
efficient management of working capital can ensure survival of a business enterprise. Working
Capital Management is concerned with the problems that arise in attempting to manage the
Current Assets, Current Liabilities and the interrelation that exists between them. This study
analyses the comparative study of working capital management in Indian Electrical Equipment
Industry and it is limited to the companies BHEL and ABB Ltd represent public and private
sector enterprises respectively. Relevant data has been extracted from the consecutive annual
reports between financial years 2005-06 to 2009-10 of both the companies Brahma (2011)
conducted a study to examine and evaluate the importance of liquidity management on
profitability as a factor accountable for poor financial performance in the private sector steel
Industry in India.

Nandi Chandra Kartik (2012) “Trends in Liquidity Management and Their Impact on
Profitability: A Case Study” makes an attempt to assess the trends in liquidity management and
their impact on profitability. An attempt has been made to establish the linear relationship
between liquidity and profitability with the help of a multiple regression model. On the basis of
overall analysis, it is therefore important to state that the selected company always tries to
maintain adequate amount of net working capital in relation to current liabilities so as to keep a
good amount of liquidity throughout the study period.

Objectives of the Study:

1.To analysis the liquidity and Asset Management Ratio of selected Chemical



ISSN: 2457-0273
(Online)
RADHANVALLI: An International Peer Reviewed Multidisciplinary Research Journal (Bi-Annual)

Companies.
2.To Analyze the Financial Performance of selected Chemical Companies.
Hypothesis of the Study:
Null Hypothesis (Ho):
1. There is no significant difference in the Current ratio of selectedChemical companies
during the study period.
2. There is no significant difference in the Liquid ratio of selected Chemicalcompanies
during the study period.
3. There is no significant difference in the Inventory Turnover Ratio ofselected
Chemical companies during the study period.
4. There is no significant difference in the Creditors Turnover ratio ofselected
Chemical companies during the study period.
5. There is no significant difference in the Fixed Asset Turnover ratio ofselected
Chemical companies during the study period.
6. There is no significant difference in the Total Assets Turnover ratio ofselected
Chemical companies during the study period.
7. There is no significant difference in the Working Capital Turnover ratio of selected

Chemical companies during the study period.

Research Methodology:
This study is based on secondary data. The data has been collected from published annual report
on year 2016-17 to 2020-21 of selected companies’ other information related to selected
companies will be collected from official website, net sources, books and journals, newspapers,
etc..... The collected data has been duly edited, classifies, tabulated according to the needs of
the objectives & hypothesis. Mathematical & statistical tools & techniques like Ratio, Trends,
and so, the data has been analyzed and hypothesis has been tested by the researcher at 5%level
of significance, by employing ANOVA technique according to the need of the study. After that
researcher has selected five chemical companies of India based on total assets. On the basis of
simple random sampling researcher have selected five companies which are...

1. Guijarat Alkalies and Chemicals Ltd.

2. Jayshree Chemicals Ltd.

3. UPL Ltd (United Phosphorus Ltd)
4. GHCL Ltd
5

India Gelatine & Chemical
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Data Analysis:

A. Liquidity Ratio Analysis:

Current Ratio

The current ratio is a liquidity ratio that measures a company’s ability to pay short-term
obligations or those due within one year. The researcher has found that based on data analysis
that maximum current ratio is in IGCL i.e. 12.89 in 2016-17. That means the liquidity position
of IGCL is well as compare to other selected companies. The average of current ratio was
GACL 2.70, JCL 2.56, UPL 1.30, GHCL 1.02 and IGCL 9.61. The average of IGCL highest
current ratio is highest among the other selected companies. The current ratio shows that
minimum current ratio is in GHCL i.e. 0.76 in 2016-17. This company doesn’t have enough
liquid assets to cover its short- term liability as compare to other selected companies.

Absolute Liquid Ratio

The researcher has found that based on data analysis that maximum absolute liquid ratio is in
IGCL i.e., 5.93 in 2016-17. This company’s ratio is more than one that means the ratio
represents enough funds in the form of cash in order to meet its short-term obligations in time.
The average of absolute liquid ratio was GACL 0.29, JCL 1.36, UPL 0.03, GHCL 0.05 and
IGCL 4.26. The average of IGCL highest absolute liquid ratiois highest among the other
selected companies. The absolute liquid ratio shows that minimum ratio is 0.02 in UPL during
the year 2016-17 and 2018-19 both. This company’s ratio is lower than one; it represents the

company’s day-to-day cash management in a poor light.

B. Assets Management Ratio

Inventory Turnover Ratio

The researcher has found that based on the data analysis that maximum inventory turnover ratio
is in GACL i.e.,12.72 in 2016-17. It’s indicating that thiscompany’s efficiency is good in
managing its stock of goods. The average of inventory turnover ratio was GACL 2.35, JCL 2.51,
UPL 1.06, GHCL 0.46 and IGCL 6.18. The average of IGCL highest inventory turnover ratio
is highest among the other selected companies. The inventory turnover ratio shows that
minimum ratio is in JCL i.e. 0 in 2016-17. Its shows that this company’s efficiency is not well
in managing its stock of goods as compare to other selected companies.

Creditor Turnover Ratio

The researcher has found that based on the data analysis that maximum creditor turnover ratio

is in JCL i.e. 267.2 in 2015-16. This company earns maximum creditor turnover ratio among
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the other selected company. The average of creditor turnover ratio was GACL 5.06, JCL 56.81,
UPL 1.52, GHCL 3.09 and IGCL 10.23. The average of IGCL highest creditor turnover ratio is
highest among the other selected companies. The creditor turnover ratio shows that minimum
ratio is in JCL i.e., 0 in 2016-17. This company earns lowest creditor turnover ratio among the
other selected companies.

Fixed Asset Turnover Ratio

Fixed assets turnover ratio is the ratio of sales to value of fixed assets. It indicates how well the
business is using its fixed assets to generate sales. The researcher has found that based on the
data analysis that maximum fixed asset turnover ratio is in JCL i.e., 10.96 in 2015-16. This
company has effectively used investments in fixed assets to generate sales. The average of fixed
asset turnover ratio was GACL 1.05, JCL 2.90, UPL 1.61, GHCL 1.22 and IGCL 2.26. The
average of JCL highest fixed asset turnover ratio is highest among the other selected companies.
The fixed asset turnover ratio shows that minimum ratio is in JCL i.e., 0.21 in 2016-17. It’s
indicating that the company is inefficient for utilization of fixed assets in better way.

Total Asset Turnover Ratio

Assets turnover ratio, measures the efficiency with which a company uses its assets to produce
sales. In other words, this ratio measures a company’s ability to generate sales from its assets
by comparing net sales with average total assets.

The researcher has found that based on the data analysis that maximum total asset turnover ratio
isinJCL i.e., 1.33 in 2016-17. This company earns maximum total asset turnover ratio among
the other selected company. The average of total asset turnover ratio was GACL 0.52, JCL 0.36,
UPL 0.64,GHCL 0.84 and IGCL 0.77. The average of GHCL highest total asset turnoverratio
is highest among the other selected companies. The total asset turnover ratio shows that
minimum ratio is in JCL i.e., 0.02 in 2016-17. This company earns lowest total asset turnover
ratio among the otherselected companies.

Working Capital Turnover Ratio

The researcher has found that based on the data analysis that maximum working capital turnover
ratio is in GHCL i.e., 25.71 in 2018-19. It does indicate that this company’s management is
being extremely efficient in using a short- term assets and liabilities to support sales. The
average of working capital turnover ratio was GACL 3.35, JCL 0.72, UPL8.97, GHCL 10.10
and IGCL 1.50. The average of GHCL highest working capital turnover ratio is highest among
the other selected companies. The working capital turnover ratio shows that minimum ratio is
in GHCL i.e. - 57.29 in 2017-18. It’s indicating that this company is inefficient utilization
ofworking capital during the period.
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Findings On the Basis of Hypothesis and Conclusion

Turnover Ratio

Table No. 1.1
Sr.No. Ratios Hois Remarks
(Accepted)

1 Current ratio Rejected There is a significant difference in the current
ratio of selected companies during the study
period.

2 Absolute liquid | Rejected There is a significant difference in the

ratio absolute liquid ratio of selected companies
during the study period.

3 Inventory Rejected There is a significant difference in the

Turnoverratio inventory turnover ratio of selected
companies during the study period.

4 Debtor turnover | Fail to Reject | There is no significantdifference in the debtor

ratio turnover ratio of selected companies during
the study period.

5 Creditor Fail to Reject | There is no significant difference in the

turnover ratio creditor turnover ratio of selected companies
during the study period.

6 Fixed  Assets | Fail to Reject | There is no significantdifference in the fixed

Turnover Ratio asset turnover ratio of selected companies
during the study period

7 Assets Turnover | Fail to Reject | There is no significantdifference in the total

Ratio asset turnover ratio of selected companies
during the study period.

8 Working Capital | Rejected There is a significant difference in the

working capital turnover ratio of selected

companies duringthe study period.

(Sources: Self Constructed)



ISSN: 2457-0273
(Online)
RADHANVALLI: An International Peer Reviewed Multidisciplinary Research Journal (Bi-Annual)

Conclusion & Suggestions

Gujarat Alkalia and Chemicals Ltd.

The liquidity ratio of this firm is high as compare to other two companies during the study
period. It’s indicating that the liquidity position of GACL is good as compare to other selected
companies. In case of quick ratio of this firm is low as compare to other selected company it is
not good sign for the company. That means companies have too much inventory so, the
company conversion of inventory into other current assets like debtors and cash for increase
their quick ratio. This company’s inventory turnover ratio is very high as compare to other
selected company it’s indicate that in this company many time sold and replaced its inventory
during a certain period of time. The asset turnover ratio is lower of this company and its
indicating that this company is not efficiently using its assets to generate sales.

Jayshree Chemicals Ltd.

The current ratio of this firm is high as compare to other selected companies. It’s indicating that
the liquidity position of this company is well. The inventory turnover ratio of this company is
zero in 2016-17. It’s indicating that a company’s sales are poor; it is carrying too much
inventory, or experiencing poor inventory management. In this firm the creditor turnover ratio
in second year is zero and it’s indicating that this company is paying very slowly and also not
paying its suppliers. And it is not good sign for the company. The working capital turnover ratio
of this company is low. Its shows that management of this company is not efficient in using a
short-term assets and liabilities for supporting sales.

United Phosphorus Ltd.

The liquidity ratio (current ratio, absolute liquid ratio and quick ratio) of this company is very
low its show that this company’s liquidity position is not good. The creditor turnover ratio of
this company is low as compare to other selectedcompanies. It’s suggested that the company
should reassess its credit policies to ensure the timely collection of its receivables. The fixed
asset turnover ratio of this company is high it shows that the company using its fixed assets
more effectively as compare to other companies.

Gujarat Heavy Chemicals Ltd.

The current ratio of this company is very low as compare to selected companies. It indicates
that a firm may have difficulty meeting current obligations. The liquidity ratio of this company
is very low, its show that the liquidity position of this company is not well. The working capital
turnover ratio of this firm is negative; it’s show that the company’s current liabilities exceed its
current assets. At that Time Company must raise funds immediately by either borrowing money

or selling more of itsproducts for cash to satisfy its current obligations.
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Indian Gelatine and chemicals.
The liquidity ratios of this firm are very high, it shows that the liquidity positionof this firm is
good as compare to other selected companies. The inventory turnover ratio of this firm is low
as compare to other selected units; it’s indicated that the company has not efficiently manage
the inventory. The asset turnover ratio of this company is low; it shows that the firm is not
efficiently using its assets to generate sales. The working capital of this firm is low, its indicate
that the firm is investing intoo many accounts receivable and inventory assets to support its
sales, which could eventually lead to an excessive number of bad debts and obsolete inventory
write-offs.

References:

Abuzar, M.A., Elijelly, (2004). Liquidity — profitability tradeoff: An empirical investigation in
an emerging market, international journal of commerce and management, 14(2), 48-61

Adolphusj. Toby, (2008). Liquidity performance in Nigerian manufacturing companies,
Finance India, 22(1), 117-131

Banerjee, Bhabathosh, (1979), “Working capital turnover ratios and cash management”, The
Management Accountant, January 1979, pp21-22.

Chakraborty, K. (2008). Working Capital and Profitability: An Empirical Analysis of Their
Relationship with Reference to Selected Companies in the Indian Pharmaceutical
Industry, The Icfai Journal of Management Research, Vol. 34.

Chandrabai T., rao Janardhan Venkata K., Dr. (2011), Working capital management of Indian
Electrical EQuipment Manufacturers.

Clausen, James. (2009). “Accounting 101 — Financial Statement Analysis in Accounting:
Liquidity Ratio Analysis Balance Sheet Assets and Liabilities”, Journal of financial
statement.

Das, P.K., (2008). A study on liquidity management in Ranbaxy laboratories Itd., The journal
of accounting and finance, 22(1),

Dr. Ahmad Rais & Dr. Ghufran Ali (2005). An analytical study of working capital management
of marketing cooperative societies,

Dr. Palaniappan, A. & Velusamy, P. (2009), Capital structure, liquidity and profitability of
chemical industry in India, Prabandhan.

Ganesan Vedinayagam (2007). An analysis of working capital management efficiency in
telecommunication equipment industry,

Indrasena, Reddy P. and K. Someswar, (1996), “Working capital management in public sector

undertakings- a case study,” The management accountant, 643-645.



ISSN: 2457-0273
(Online)
RADHANVALLI: An International Peer Reviewed Multidisciplinary Research Journal (Bi-Annual)

Kaiser Kevin and Young David S., (2009), Need Cash? Look Inside Your Company, Harvard
Business Review, May 2009, pp 44- 51.

Lazaridis, loannisand Tryfonidis, Dimitrios (2006). Relationship Between Working Capital
Management and Profitability of Listed Companies in the Athens Stock Exchange,
Journal of Financial Management and Analysis, Vol. 19, No. 1, January-June 2006.

Mathuva D, (2009). “The influence of working capital management components on corporate
profitability: a survey on Kenyan listed firms”, Research Journal of Business
Management, 3: 1-11.

Mishra, R.K., (1975), “Problems of working capital- with reference to selected public
undertakings in India,” Somaiya Publications, Bombay.Monthly public opinion surveys,
May 2005, 18-28

Panigrahi A.K. and Sharma, A, *“ Working Capital Management and Firms’ Performance: An
Analysis of selected Indian Cement Companies”, Asian Journal of  Research in
Business Economics and Management , published by Asian Research Consortium, Issue
— 8, Volume — 1llI, Sept. - 2013, Page 115 - 130. Available at SSRN:
http://ssrn.com/abstract=2342085.

Panigrahi A.K., “Cash Conversion Cycle and Firms’ Profitability — A Study of Cement

Manufacturing Companies of India”, International Journal of Current Research,
published by IJCR, Issue — 6, Volume — V, June - 2013, Page 1484 — 1488. Available
at SSRN: http://ssrn.com/abstract=2342460.

Panigrahi A.K., “Negative Working Capital and Profitability — An Empirical Analysis of Indian
Cement Companies”, International Journal of Research in Commerce and Management,
published by IJRCM, Issue — 6, Volume — 1V, June - 2013, Page 41 — 45. Available at
SSRN: http://ssrn.com/abstract=2342457.

Panigrahi A.K., “Relationship between Inventory Management and Profitability — An

Empirical Analysis of Indian Cement Companies”, Asia Pacific Journal of Marketing
and Management Review, published by Indian Research Journals, Issue — 7, Volume —
I1, July-2013,Page 107 — 120. Available at SSRNhttp://ssrn.com/abstract=2342455.

Parasuraman, N.R., (December 2004). Working capital practices in leading pharmaceutical

companies- A view of the credit policy & profitability, The management accountant,
39(12), 998-1005

Rao, K.V. and N. Chinta Rao, (1991), “Evaluating efficiency of working capital management-
are the conventional techniquesadequate”, Decision, vol. 18 No. (2), pp 81-89 Riviver

Academic Journal, Vol.3, No.2

10


http://ssrn.com/abstract%3D2342085
http://ssrn.com/abstract%3D2342460
http://ssrn.com/abstract%3D2342457
http://ssrn.com/abstract%3D2342455

ISSN: 2457-0273

(Online)
RADHANVALLI: An International Peer Reviewed Multidisciplinary Research Journal (Bi-Annual)

Romero, R. Richard, (September 1995). “Invest working capital for better returns”, Business
Press, Vol. 8, No. 21.

Sathyamoorthi, C.R., (2002), “Management of working capital in selected co-operatives in
Botswana”, Finance India, Vol. 16, No. 3, September 2002, pp 105-125, New Delhi.

Shanmugam, R. and S. Poornima, (2001), “Working capital is still most crucial,” Indian
Mannagement, April 2001, pp 62-65.

Siddharth, M.R. & Das, G., (March 1994). “Working capital turnover in Pharmaceutical
companies”, The management accountant,

Singh, J.P. and Pandey, S. (2008). Impact of Working Capital Management in the Profitability
of Hindalco Industries Limited, The Icfai University Journal of Financial Economics,
Vol. 36.

Singh, P.K., (July 2004). Working capital management in Lupin laboratories Ltd.- A case study,
The management accountant, pp 534-539

Suk, H, Seung Kim H and Rowland, (1992), “Working capital practice of Japanese firms in
the U.S.”, Financial practice and education, Spring-Summer, Vol. 2, No. 1, pp 89-92.

Sur, Debashish, (November 1997). “Working capital management in Colgate Palmolive- India
Ltd.- A case study”, The management accountant,828-833.

Thachappilly, Gopinathan. (2009). “Financial Ratio Analysis for Performance Check: Financial
Statement Analysis with Ratios Can Reveal Problem Areas”. Journal of financial ratio
analysis for performance evaluation.

Vijayasaradhi, S.P and K. Rajeswara Rao, (1978), “Working capital investment and financing
in public enterprises,” The management accountant, 391-400

Vishnani, Sushma & Shah, Kr., Bhupesh, (2007). Impact of working capital management
policies on corporate performance- An empirical study, Global business review, 8(2),
267-281

11



ISSN: 2457-0273
(Online)
RADHANVALLI: An International Peer Reviewed Multidisciplinary Research Journal (Bi-Annual)

AN ANALYSIS OF FINANCIAL PERFORMNACE OF ONGC AND IOCL: A
COMPARATIVE STUDY

Alka B. Prajapati
Research Scholar, Hemchandracharya North Gujarat University, Patan, Gujarat

Dr. C.M. Thakkar
Principle, Shri Trikamjibhai Chatwani Arts and J.V.Gojal Trust Commerce
College, Radhanpur, Gujarat

Abstract:

To thrive in today's competitive business world, a corporate sector must have adequate liquidity
to satisfy its existing obligations. In contrast, a business sector disappoints if it is unable to
satisfy its short-term obligations in a timely manner, resulting in a negative credit rating from
outsiders and a decline in the value of its reputation in the market. Given the fierce rivalry that
exists in today's commercial environment, monitoring liquidity and examining its impact on
profitability is critical for business managers' capacity to make timely decisions and gain a
competitive advantage. In this context, the current paper examines the liquidity management
and financial performance of Oil and Natural Gas Corporation (ONGC) and Indian Oil
Corporation Limited (IOCL), India's two largest petroleum producing companies, from 2006-
07 to 2015-16. Different financial ratios analysis, complete rank test, Spearman's Rank
correlation analysis, and t test were used to study the liquidity positions and determine the

degree of association between liquidity and profitability of ONGC and I0CL.
Key Words: Financial Performance, Liquidity, Profitability, Correlation etc.

INTRODUCTION:

Liquidity assesses a company's short-term solvency as well as its ability to satisfy
existing obligations. Liquidity refers to an organization's ability to meet its short-term
obligations, which must be met with current assets. As a result, an organization's liquidity
position will be satisfactory if current liabilities can be covered by current assets. On the other
hand, an organization's liquidity position will be undesirable if current assets are insufficient to
fulfill current liabilities. In order to stay afloat in the commercial world, a company must
maintain adequate liquidity. On the other hand, a company disappoints if it is unable to meet its
present obligations in a timely manner, resulting in a negative credit rating from creditors and a
decline in the market value of goodwill. An organization should maintain a satisfactory level of

liquidity in order to ensure appropriate liquidity. It shouldn't be too much or too little. Excessive
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liquidity implies an increase in unnecessary funds that generate no value for the firm, despite
the fact that low liquidity disrupts business and reduces profitability. As a result, well-organized
liquidity management is a critical component of a comprehensive company strategy for
maximizing shareholder value and wealth. The content of devising appropriate techniques for
increasing liquidity management competency will complete and achieve the shareholders'
wealth maximization aims. For any type of corporation, achieving the goal of maximizing of

shareholder wealth is a paramount and important duty.

As a result, a comprehensive financial management strategy aims to maintain adequate
liquidity in order to meet short-term obligations as and when they arise without compromising
profits. Given the fierce rivalry that exists in today's commercial environment, measuring
liquidity and analyzing its impact on financial performance are critical for business executives
to prompt decision-making competence and supremacy. In the 1980s, the United Kingdom
sparked a significant debate in India about the wisdom of denationalizing its public originalities,
which has now spread to nearly every country on the planet. In an unpleasant environment in
India, the cumulative reliance on global finance institutions is increasing, prompting the
Government of India to approve an economic liberalization agenda. The Indian government
anticipated a new economic business strategy as a result of this gesture. As a result, the Indian
government has made a number of public declarations encouraging deregulation, globalization,
and liberalization. By way of a significant number of private firms that had fully entered the
non-competitive business climate and were experiencing increasingly direct competition. As a
result, a significant shift in the Indian public sector has occurred, which is unavoidable in order
to meet the new challenges. In this context, the current paper examines the liquidity management
and financial performance of Oil and Natural Gas Corporation (ONGC) and Indian Oil
Corporation Limited (IOCL), India’s two largest petroleum-producing companies, from 2006-
07 to 2015-16.

LITERATURE REVIEWS:

Abhipsa, Rahul, Somnath, Subramanian, and Parashar (2010) attempted to investigate the
link between working capital management and profitability of chosen companies, with a focus
on the electricity and automobile industries. This paper will most likely assist in providing
greater insights into the key elements that a company based in India should consider when

deciding on its working capital management in order to maintain profitability.

Elijelly (2004) identified the link between profitability and liquidity using the current ratio and

cash conversion cycle on a sample of Saudi Arabian enterprises in his research paper "Liquidity
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— Profitability Tradeoff: An Empirical Investigation in an Emerging Market." The profitability
of a company and its liquidity level were found to have a substantial negative relationship in

this study.

Sarkar (2011) made an attempt to measure the impact of liquidity management on profitability
of ONGC Ltd. for the accounting period from 2004-05 to 2009-10. The general perception is
that top professional management is to design a policy so that risk can be minimized and
profitability can be maximized to strike a balance between risk and profitability. The article
concluded that out of selected eight ratios relating to working capital management during the
study period, three ratios namely CATAR, CASR and ITR registered positive associations with
the selected profitability ratio viz. ROCE and the remaining ratios like CR, QR, WCTR, DTR
and CTR witnessed negatiove associations with the selected profitability ratio.

Sherin (2010) discussed the impact of liquidity and profitability in a pharmaceutical company
in his study paper "Liquidity vs Profitability - Striking the Right Balance." For day-to-day
operations, a company should maintain a balance between liquidity and profitability. Current
asset investments are unavoidable in order to assure the distribution of goods or services to the
final customers. Appropriate management of current assets could have the desired impact on

either profitability or liquidity.

OBJECTIVES OF THE STUDY:
The following are the primary goals of this research:

1. To examine the liquidity management of ONGC and IOCL utilizing various financial
ratios and certain pertinent liquidity management strictures.
2. To conduct a more thorough investigation of the selected organizations’ liquidity
positions and issue all-inclusive scores.
3. To examine the degree of relationship between liquidity and financial performance of
the selected companies by correlation and t test analysis.
RESEARCH METHODOLOGY:

Data from the published annual reports of ONGC and IOCL for the last ten fiscal years,
from 2006-07 to 2015-16, were collected to analyse the Liquidity Management and Financial
Performance Practices of ONGC and IOCL. The collected data has been properly rearranged,
classified, and tabulated in accordance with the study's requirements. To investigate the liquidity
management and financial performance of ONGC and IOCL, various financial ratios,

comprehensive rank test, Spearman's Rank correlation analysis, and the t test were used.
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Significant liquidity ratios such as Current Ratio (CR), Liquid Ratio (LR), Inventory Turnover
Ratio (ITR), and Debtor Turnover Ratio (DTR) have been calculated to determine the liquidity
position of ONGC and IOCL throughout the study period. For comprehensive rank test with
liquidity ratios, the profitability ratio Return on Total Assets (ROTA) has also been applied.

RESULTS & FINDINGS:
Analysis of Important Ratios related to Liquidity of ONGC and IOCL

The table | shows the trend of ONGC and IOCL's liquidity position through important
selected liquidity ratios, and their trend is elaborated below. The current ratio (CR) assesses an
organization's short-term financial solvency or liquidity position. It represents the short-term
margin of safety. The higher the CR, the more funds are available to meet the current obligation
and, as a result, the greater the short-term safety. According to Table I, the CR of ONGC and
IOCL has decreased significantly during the study period. ONGC's CR ranged from 0.94 to
1.43, while I0CL's ranged from 0.90 to 1.44. The average current ratios for ONGC and IOCL
during the study period were 1.13 and 1.04, respectively, far below the standard ratio of 2:1. As
a result, ONGC and IOCL's liquidity positions in relation to the current ratio standard were

unacceptable.

Table I: Selected Ratios related to Liquidity Management of ONCG & IOCL

Cur_rent Liquid Ratio | Inventory Turnover Ratio Deb_tor Turnover

Ratio Ratio

Year ON

GC IOCL | ONGC | IOCL| ONGC I0CL ONGC I0CL
2006-07 143 |1.23 |1.31 0.39 23.77 6.97 26.55 39.12
2007-08 1.07 |1.44 |0.99 0.52 24.92 6.19 30.39 43.85
2008-09 1.20 |0.94 |1.07 0.37 22.12 10.13 22.91 60.39
2009-10 1.00 |0.90 |0.92 0.41 26.48 6.17 24.12 45.24
2010-11 1.01 |1.02 |0.91 0.47 19.30 5.18 22.27 37.03
2011-12 1.22 |0.95 |0.98 0.47 13.72 5.64 11.78 31.16
2012-13 1.19 |1.03 |0.93 0.52 11.12 6.10 12.49 32.48
2013-14 1.15 |1.00 |0.89 0.49 12.63 6.20 10.49 35.75
2014-15 0.94 (097 |0.72 0.49 11.70 8.66 10.81 56.54
2015-16 1.06 |0.91 |0.86 0.50 15.00 8.27 8.46 40.18
Average 1.13 |1.04 |0.96 0.46 18.08 6.95 18.03 42.17
Maximum 1.43 |1.44 1.31 0.52 26.48 10.13 30.39 60.39
Minimum 0.94 (090 |[0.72 0.37 11.12 5.18 8.46 31.16

Liquid ratio (LR) is also recognized as acid test ratio or quick ratio. Liquid ratio

measures the precise liquidity position of companies, liquid ratio has calculated to overcome
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the constraint of current ratio. The liquid ratio is the relationship between quick assets and quick
liabilities. Customarily a higher liquid ratio is a sign of acceptable liquidity position of the
companies and a lower liquid ratio entitles that the liquidity position of the companies is not
decent. Table I exposes that the LR of the ONGC and IOCL varied from 0.72 to 1.31 and from
0.37 to 0.52 respectively during the study period. The average liquid ratio found to be greater
for ONGC and lesser IOCL as compare to the standard ratio of 1:1. Hence, LR of ONGC is
satisfactory whereas LR of IOCL is not up to the mark during study period. Therefore, the
ONGC aptitude to encounter its short-term requirements is satisfactory whereas IOCL aptitude

to encounter its short-term requirements is unsatisfactory.

Inventory Turnover Ratio is the number of times inventory transformed into sales during
a year i.e. how fast the inventory is sold. A high ITR deteriorate the liquidity position of a
company. Inversely, a low inventory turnover ratio indicates over-investment in inventory or
extreme inventory. The study offers that the inventory turnover ratios highly deviated for both
the companies during the study period. The ITR of ONGC varied from 11.12 times to 26.48
times while ITR of IOCL varied from 5.18 times to 10.13 times. The averages ITR are 18.08
times and 6.95 times for ONGC and I0CL respectively. The average inventory turnover ratio
of Indian Manufacturing Companies was 2.12 times as per study conducted by CM IE (CMIE,
1998, P. 7). The average inventory turnover ratios of both the company during the study period
are much higher than the standard set by CMIE. Thus, it showed efficient management of
inventory for both the companies.

Debtor management is also an important part of liquidity management. High debtor
turnover better the liquidity of debtors. On the other hand, low debtors’ turnover ratio and longer
collection period indicates that payment by debtors are delayed. Table-I represents that the
debtor turnover ratio highly deviated for both the companies during the study period from 2006-
07 to 2015-16. The minimum DTR was 8.46 times and maximum DTR was 30.39 times of
ONGC, however the minimum DTR was 31.16 times and maximum DTR was 60.39 times of
IOCL. The mean debtor turnover ratio of Indian Manufacturing Companies should 11 times as
per study conducted by CMIE (CMIE, 1998, P. 7). The average debtor turnover ratios of the
both the companies during the study period were 18.03 times and 42.17 times which were much
higher than the standard set by CMIE. Therefore, ONGC and IOCL both have performed better

in case of debtor management.

From the table-I, it also can depict that both the companies ONGC and IOCL liquidity

positions have declined significantly throughout the study period. In the comparison of different
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liquidity ratios under study between ONGC and IOCL for the study period, it is clear that the
liquidity position of ONGC is extremely healthier than IOCL. The ONGC current ratio, liquid
ratio and inventory turnover ratio have performed better as compare to that of ONGC, where as

in the case of debtor turnover ratio IOCL has made improving than ONGC.
Analysis of Ranking in order of liquidity of ONGC and IOCL

To appraise the complete liquidity position of ONGC and IOCL more exactly, an
inclusive test has been applied. The different ratios (articulated as percentage) like Inventory to
current assets ratio, Debtor to current assets ratio, Cash & Bank to current assets ratio and Other
current assets to current assets ratio have been taken into consideration for the test.
Consequently, a procedure of ranking has used to work out at an additional comprehensive
degree of liquidity in which the above stated four ratios are calculated in points score. The
debtors to current assets ratio, cash & bank to current assets ratio and other current assets to
current assets, a high value designates comparatively advantageous position and ranking has
been assessed respectively. Alternatively, a low inventory to current assets ratio demonstrates a
more advantageous position and consequently ranking has assessed respectively. Ultimate
ranking has been assessed on the principle that lower the points scored the more advantageous

are the liquidity position and vice versa.

Table I1: Statement of Ranking in order of liquidity of ONGC

Cash and Bank | Other Current
Inventory to Debtor to
Current Assets Current Assets Balance to Assets to Total | Ultimate
Year Current Asset | Current Assets Rank Rank
% Rank (% Rank [%% Rank % Rank
2006-07 8.56% 3 7.67% 9 15.77% 10 67.99% 1 23 6.5
2007-08 7.76% 1 6.36% 10 27.30% 8 58.59% 2 21 4
2008-09 | 10.96% 5 10.58% 6 37.62% 4 40.84% 5 20 2.5
2009-10 8.51% 2 9.34% 7 29.40% 6 52.74% 3 18 1
2010-11 9.89% 4 8.57% 8 26.86% 9 52.24% 4 25 10
2011-12 | 19.30% 7 22.46% 4 46.88% 1 11.36% 10 22 5
2012-13 | 21.93% 8 19.51% 5 46.44% 2 12.12% 9 24 8.5
2013-14 | 22.90% 9 27.58% 2 35.15% 5 14.38% 7 23 6.5
2014-15 | 23.44% 10 25.38% 3 38.76% 3 12.42% 8 24 8.5
2015-16 | 18.63% 6 33.02% 1 28.28% 7 20.07% 6 20 2.5

It can depict from the table 11 that the liquidity position of the ONGC recorded superior
during the year 2009-10, the year 2008-09 & 2015-16 stood the second position followed by the
years 2007-08, 2011-12, 2006-07 & 2013-14, 2012-13 & 2014-15 and 2010-11 correspondingly
in that order. Therefore, variation in the liquidity position under different years of the study

period might be a point for investigation into the financial performance of the ONGC.
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Table I11: Statement of Ranking in order of liquidity of IOCL

Inventory to Debtor  to | Cash and Bank Other Current
10CL Current Assets Current Assets Balance to | Assets to | Total | Ultimate
Current Asset Current Assets | Rank Rank
% Rank % Rank %o Rank % Rank
2006-07 68.46% 10 12.20% 1 2.54% 2 16.80% 10 23 6.5
2007-08 63.84% 9 9.02% 6 1.82% 6 25.32% 9 30 10
2008-09 | 60.39% 8 10.13% 2 2.13% 4 27.35% 8 22 5
2009-10 54.25% 7 7.40% 10 2.11% 5 36.23% 7 29 9
2010-11 53.68% 6 7.51% 9 1.50% 7 37.31% 6 28 8
2011-12 50.68% 4 9.17% 4 0.65% 10 39.49% 5 23 6.5
2012-13 49.54% 3 9.30% 3 0.91% 9 40.25% 4 19 3
2013-14 51.24% 5 8.89% 7 2.62% 1 37.24% 3 16 2
2014-15 49.38% 2 7.56% 8 1.21% 8 41.85% 2 20 4
2015-16 44.56% 1 9.17% 5 2.13% 3 44.14% 1 10 1

The table Il depicts that the liquidity position of the IOCL found superior during the
year 2015- 16, the year 2013-14 stood the second position followed by the years 2012-13, 2014-
15, 2008-09, 2006-07 & 2011-12, 2010-11, 2009-10 and 2007-08 correspondingly in that order.
It discloses that the complete liquidity of IOCL in the second half of the study period was better
as compared to that in the first half. Therefore, variation in the liquidity position under different
years of the study period might be a point for investigation into the financial performance of the
IOCL.

Analysis of Spearman’s Rank Correlation between Liquidity and ROTA of ONGC

Table 1V indicates the analysis of overall profitability of ONGC has evaluated the t test
between liquidity and return on total assets (ROTA). It also attempted to appraise the degree of
association among liquidity and profitability of ONGC by using Spearman’s rank correlation
coefficient. In this respect the composite ranks of liquidity (as determined in Table I1) and the

ranks of profitability (founded on ROTA) have been applied.

Table IV: Rank Correlation between Liquidity and ROTA of ONGC

Year ROTA (%) Ranking Ranking

based on ROTA of Liquidity Spearman’s rank
2006-07 18.27% 2 6.5 Correlation coefficient
2007-08 19.24% 1 4 Between liquidity andROTA
2008-09 16.61% 3 2.5 is 0.39
2009-10 14.04% 4 1 and t value of is 0.44, P value
2010-11 8.67% 3 10 is 0.33 being insignificant
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2011-12 11.83% 6 5 differenceat 5% level
2012-13 12.26% 5 8.5
2013-14 9.47% 7 6.5
2014-15 8.13% 9 8.5
2015-16 5.33% 10 2.5
Average 12.38%
Maximum 19.24%
Minimum 5.33%

It is empirical from Table IV that the company’s ROTA has come down significantly
over the study period. The average ROTA recorded at 12.38% during the study period, the range
existence from 5.33% to 19.24%. The computed t value 0.44 and P value of 0.33 which was
found to be statistically significant difference at 5 per cent level between liquidity and
profitability. It imitates that the rank correlation coefficient between liquidity and ROTA is 0.39;
therefore, there was a positive correlation between liquidity and profitability of ONGC
throughout the study period. Consequently, ONGC cannot able to manage its liquidity in an
efficient manner so as to safeguard its liquidity position and incapable to achieve higher

profitability combination.

Analysis of Spearman’s Rank Correlation between Liquidity and ROTA of IOCL

Table V indicates the analysis of overall profitability of IOCL has evaluated the t test
between liquidity and return on total assets (ROTA). It also attempted to appraise the degree of
association among liquidity and profitability of IOCL by using Spearman’s rank correlation
coefficient. In this respect the composite ranks of liquidity (as determined in Table I11) and the

ranks of profitability (founded on ROTA) have been applied.

Table V: Rank Correlation between Liquidity and ROTA of IOCL

Year ROTA (%) Ranking Ranking

based on ROTA of Liquidity
2006-07 5.91% 8 6.50
2007-08 6.54% 10 10 Spearman’s rank
2008-09 1.35% 1 5 Correlation coefficient
2009-10 6.18% 9 9 Between liquidity andROTA
2010-11 4.42% 6 8 is 0.50
2011-12 1.82% 3 65 and t value of is 0.16, P value
2012-13 1.53% 2 3 is 0.43 being insignificant
2013-14 2 64% 5 > differenceat 5% level
2014-15 2.09% 4 4
2015-16 4.79% 7 1
Average 3.73%
Maximum 6.54%
Minimum 1.35%
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By look into the table V, it can find out that return on total assets of IOCL has
disappointed importantly over the study period. The average ROTA reached at 3.73% during
the study period, the range presence from 1.35% to 6.54%. The calculated t value 0.16 and P
value of 0.43 which was found to be statistically significant difference at 5% level between
liquidity and profitability. It emulates that the rank correlation coefficient is 0.50; there was a
positive correlation between liquidity and profitability of IOCL during the study period.
Consequently, IOCL cannot able to manage its liquidity in an efficient manner so as to safeguard

its liquidity position and incapable to achieve higher profitability combination.

CONCLUSION

Throughout the study period, both the sample companies ONGC and IOCL experienced
a significant deterioration in their ability to meet current obligations and immediate debt
payments. Furthermore, during the study period, the companies' ability to manage liquidity
deteriorated primarily due to the passage of time. Except for the debtor turnover ratio, all
financial ratios relating to liquidity of ONGC and IOCL have deteriorated significantly over
time. All of these obnoxious appearances have a decidedly opposing impact on ONGC and
IOCL's overall liquidity position. According to the rank correlation coefficient between liquidity
and profitability, ONGC and IOCL had a positive correlation between liquidity and profitability
during the study period.

Another notable finding from the study is that the relationships between the major
liquidity and profitability indicators of the companies during the study period have a significant
difference at the 5% level. The study also reveals that the overall profitability of the companies
has decreased significantly over the study period. This is primarily due to the companies'
inability to maintain the efficiency of all current asset components throughout the study period.
In the comparison of different liquidity ratios under study between ONGC and IOCL for the
study period, it is clear that ONGC's liquidity position is far superior to IOCL's. According to
the analysis, the company's return on total assets has also decreased significantly as its liquidity
position has deteriorated. However, ONGC's liquidity and profitability positions are better than

IOCL's during the study period.
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Abstract

In India, the system of tax collection has been divided into two parts like direct taxes and indirect
tax. Goods and services tax is considered as indirect tax. In India GST was implemented on 1
July,2017 after that year on year it seems on increasing trend but due to covid-19 situation, there
are fluctuations in the collection of GST so, what are the changes have been happened in
collection of GST has been studied in this study. For the Covid-19-time duration, first and
second waves started from March 2020 to December 2021 have been taken for the research.
Major finding of the research indicates, GST collection in country dented huge during first strict
country wide lockdown starting from 24" march 2020 to 31% May 2020. For this study
researchers have used paired t-test, which indicates there is a significant impact of COVID-19

first and second wave on the GST collection in India.
Key Words: GST, COVID-19, Lockdown
Introduction

On 30 January 2020, India reports its first COVID-19 case in Kerala. After spreading of corona
virus to various states in India, Indian government announced countrywide lockdown from 24"
March 2020 to 31 May 2020 in different phases. From April 2020, first wave of COVID-19
started in the country which lasted till December 2020. During this period government started
unlock in country in different phases. From February 2021, second wave of COVID-19 which
lasted till August 2021. Indian economy hampered in a significant way during this time period
of both COVID-19 waves. Various restrictions due to Covid-19 like countrywide lockdown,
health crisis, migration etc. affected economy of the country in many different ways.
Employment, service sector, business and tax collection of the country harmed most due to this

pandemic.
Literature Review

(Maithili Naik, 2021) have analyzed the impact of COVID-19 first wave on Goods and Service
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Tax revenue collection and distribution in India and also studied state wise impact of first wave
of COVID-19 on GST collection. For this study researcher have used Paired Sample t-test and
Wilcoxon signed rank test to analyze the data. Results from this study indicate there is no
significance impact of COVID-19 pandemic on GST Collection happened in large states as
compare to small states.

(Dr. A. Jagan Gopu, 2021) have analyzed Collection, Composition and Business wise
contribution of GST in India. Results from this study indicate that IGST contributes to highest
tax collection followed by SGST and CGST. As per research registered public Itd. companies
as tax payers is just 0.62% but they contribute 35.29% in total GST collection.

(Dr. Baneswar Kapasi, 2021) have analyzed The Economic Impact of COVID-19 with
reference to the quantum of GST collection in India. For this study researchers have used pair
t-test to analyze the data. Results from this study indicate that there is no significant quantum

of GST collection in India after adjusting inflation factor.

Importance of the Study:

This study will evaluate the impact of first and second wave of COVID-19 on the GST collection
of India. This study will be helpful to GST council for determination of the GST rates. This
study will be helpful to various state government and central government to analyze impact of
COVID-19 on GST revenue collection and to forecast future trend of GST collection. This study
will also helpful to tax advisers to guide their clients.

Research Design:

Research design is the framework chosen for the study through which we will get conclusion of
the study. Following research design has been adopted for this research work to get conclusion

of the study.

Objective of the Study
To analyze trends of GST collection during study period.

To analyze impact of 1%tand 2" wave of COVID-19 on the GST collection of India.

Scope of the Study
Geographical Scope
The geographical scope of the study has been considered as 28 Indian states and 8 UTs of India

because researcher will analyze data from all these 28 States and 8 UTs.
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Functional Scope

The functional scope of the study has been considered as Goods and Services Tax in India.
Technique of Analysis

Researcher has used paired t-test as a technique of analysis for the current study.

Hypothesis for the Study

HO = There is no impact of first and second wave of COVID-19 on the GST collection of India.
Period of the Study

Total Time Duration For The Study 4 Years
Before COVID-19 time period January 2018 December 2019 (2 Years)
First and Second Wave of COVID-19 | January 2020 to December 2021 (2
Duration Years)

Selection of Population
All over India is considered as the population of this study.
Data Collection

Data helps researcher to reach his objectives selected for the study. Data are the most important
part of every research study. This study is totally based on the secondary data, which collected

from the official website of the GST council.
Data Analysis and Interpretation

Monthly GST Collection (Rs.) (In Crore) and YoY Growth Rate

Months 2018(Rs. 2019(Rs. YoY 2020 YoY 2021 YoY
In Cr.) InCr.) Growth (Rs. InCr.) | Growth (Rs. InCr.) | Growth
Rate (%0) Rate (%) Rate (%)
From 2018 From from
to 2019 2019 to 2020 to
2020 2021
January 89,825 1,02,503 14.11 1,10,828 8.12 1,19,847 8.14
February 85,962 97,247 13.13 1,05,366 8.35 1,13,143 7.38
March 92,167 1,06,577 15.63 97,597 -8.43 1,23,902 26.95
April 1,03,459 1,13,865 10.06 32,172 -71.75 1,39,708 334.25
May 94,016 1,00,289 6.67 62,151 -38.03 97,821 57.39
June 95,610 99,939 4,53 90,917 -9.03 92,800 2.07
July 96,483 1,02,083 5.8 87,422 -14.36 1,16,393 33.14
August 93,960 98,202 451 86,449 -11.97 1,12,020 55.05
September 94,442 91,916 -2.67 95,480 3.88 1,17,010 22.55
October 1,00,710 95,379 -5.29 1,05,155 10.25 1,30,127 23.75
November 97,637 1,03,491 6 1,04,963 1.42 1,31,526 25.31
December 94,725 1,03,184 8.93 1,15,174 11.62 1,29,780 12.68
Total 11,38,996 1214675 6.64 1093674 -9.96 1424077 30.21

(Source: www.gst.gov.in)
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From above table, we can see that after implementation of GST law, GST collection of the
country was increasing steadily. In 2019 total GST collection of the country was 12, 14,675
Crore RS. This was increased by the rate of 6.64% with compared to 2018. In 2020 total GST
collection of the country stood at 10, 93,674 Crore RS. This was decreased by the rate of 9.96%.
As in the month of March, first COVID case was introduced in the country and government
announced countrywide strict lockdown from 24™ March to 31% May in different phases, we
can say that this have dented in the GST collection of the country. During year of 2020, March
to August total six months saw negative YoY growth rate in the GST collection. From above
table we can see that GST collection trends in 2021 shows a huge bounce back and total GST
collection in year 2021 stood at 14,24,077 crore RS. This was increased by the rate of 30.21%
with compared to 2020.

GST Collection during 2018-2021
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Hypothesis Testing

t-Test: Paired Two Sample for Means

Variable 1 | Variable 2
Mean 98069.625 | 104906.3
Variance 17872974 | 1.82E+08
Observations 12 12
Pearson Correlation -0.262798
Hypothesized Mean Difference 0
Df 11
t Stat -1.561243
P(T<=t) one-tail 0.0733789
t Critical one-tail 1.7958848
P(T<=t) two-tail 0.1467577
t Critical two-tail 2.2009852

(Source: Self computed in Excel)

Above table indicates paired t-test for the impact of Covid-19 first and second waves on GST

collection in India. This test has been performed at zero hypothesized mean difference with 5%

level of significance. The result of the test reveals that calculated p value for two tail is 0.147

and critical p value is 0.05 so calculated value is more than critical value it clearly said that there

is significant impact of COVID-19 first and second waves on the GST collection in India.

Findings

e During the first wave of the COVID-19, in the year 2020 overall GST collection of the

country decreased by 9.96% with compared to 2019.

e During the second wave of the COVID-19, in the year 2021 overall GST collection of

the country increased by 30.21% with compared to 2020.

e Major finding of the study indicates in collection of GST, the more impact is been

identified by strict countrywide lockdown as compared COVID-19 first and second

waves.

e Paired t-test for the study indicates, there is a significant effect of the first and second

wave of COVID-19 on the GST collection of the country.
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ABSTRACT:

The management of receivable and payable is most important of any manufacturing sector
because it gives clear idea about management of working capital. Paint industry is considered
as emerging industry in India so, there is need of analysis for receivable management and
payable management. In the study major companies like Asian paint, Berger Paint, Kansai Paint
and Akzo paint have been selected for the study period of 2011-12 to 2020-21. The samples
have been selected based on non-probability sampling technique. The criteria for the selection
of samples have been used as net sales of respective companies. The major findings of the study
indicated Asian paint shows good position in Receivable turnover ratio and Account receivable
period for the study period. Akzo Paint utilized the facility like interest free financing as more

time has been taken by company to payment of their debts.
Key Words: Receivable Management, Payable Management, Paint Industry

INTRODUCTION:

The Indian paint industry has been around for almost a century. It all started with the
establishment of a plant by Shalimar Paints in Calcutta (now Kolkata) in 1902. Small producers
and two foreign corporations dominated the business until World War I1. The domestic paint
business is projected to be worth Rs 500 billion, with decorative paint accounting for about 75%
of the market. The decorative paint market is divided into several categories based on the nature
of the surface, such as external wall paints, interior wall paints, wood finishes, enamels, and
supplementary items such as primers, putties, and so on. Asian Paints and Berger Paints are the
two biggest competitors in the Indian decorative paint market, accounting for more than 80%
of the market. In the study research wants to analyzed receivable and payable management in

selected paint industry.

LITERATURE REVIEW:
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(Pavithra, Karthik, & Uma, 2016) have worked on a comparative study on working capital
management of Asian paints Itd. and Berger Paints Ltd. in India. Working capital enables a
business to run smoothly without running into financial difficulties when it comes to paying
short-term payments. The purchase of raw materials, as well as the payment of salaries, wages,
and overhead, can be completed quickly. By ensuring an uninterrupted flow of production,
enough working capital aids in the business's solvency. This working capital management
finance project report is based on a study of working capital management at Asian Paints and
Berger Paints. The project's insight perspective will provide ratios such as current ratio, Quick

ratio, and fixed asset to current asset ratio.

(Kumar & Aithal, 2021) have worked on a panel data analysis of stock returns and accounting
information in Indian paint industry. The purpose of this study is to see if critical accounting
information has an impact on the price of paint firms in India. In this study, accounting ratios
such as returns on asset, equity, and cash cycles are used as explanatory (independent) variables
to estimate stock returns for the five listed paint businesses in India over a nine-year period
(2012-2020). Secondary data is gathered in a chronological order and on a yearly basis. The
information for the variables comes from the company's financial statements, the Stock
Exchange, and a linked website. The study's goal is to evaluate and explain how effective these
accounting ratios are at substantiating the stock returns of these publicly traded corporations.
To examine stock returns for the cross-sectional data of these five paint businesses, the study

used three-panel data models, including the pooled OLS, fixed and random effects.

(Krylov, 2020) has worked on information and accounting support for accounts receivable
management. The topic of information and accounting solutions for accounts receivable
management, which include proper accounting solutions and analytical approaches, is explored
in this article. The research focuses on the legislative framework for accounts receivable
accounting under Russian Accounting Standards (RAP), International Financial Reporting
Standards (IFRS), and generally accepted accounting standards (GAAP). The authors present
the analytical methodologies in the context of their perspective on the essence of accounts
receivable management, which includes analysis, the formation of a credit policy, and the
establishment of a discount policy. The essay emphasizes the use of available information
technology, such as blockchain-based smart contracts, for accounts payable administration.

(Portia, 2021) Has worked on envisioning financial stability and bankruptcy of selected paint
manufacturing companies listed in BSE. Using the top five businesses listed on the Bombay
Stock Exchange (BSE) from FY16 to FY 20, this study seeks to assess the financial stability and

insolvency of the Paint sector. We employed DuPont Analysis and the Altman Z-score to

29



ISSN: 2457-0273
(Online)
RADHANVALLI: An International Peer Reviewed Multidisciplinary Research Journal (Bi-Annual)

accomplish our goal. Investors can use the DuPont Analysis and Altman Z Score to determine
the company's financial strengths and the likelihood of bankruptcy. The operational efficiency
and financial soundness of companies in the same industry can be compared by an investor.
Working Capital to Total Assets, Retained Earnings to Total Assets, Earnings before interest
and tax to Total Assets, Net worth to Total Liabilities, and Net Sales to Total Assets are the five
financial ratios used in the Altman Z score model. According to the findings, Asian Paints,
Berger Paints, and Kansai Nerolac are in the safe zone, indicating that these companies would

not go bankrupt anytime soon.
IMPORTANCE OF STUDY:

This study gives basic idea about receivable and payable management for the selected
companies like Asian paint, Berger Paint, Kansai Paint and Akzo Paint. Receivable management
gives idea about how company collects their dues in respect of their debts. Payable management
indicated how much time has been taken by company for the payment of their debts. It is also
one type of short-term financing facility provided by creditors.

RESEARCH GAP:

Research gap gives scope for the previous studies and current studies. For the study various
literatures have been analyzed like (Pavithra, Karthik, & Uma, 2016) have worked on a
comparative study on working capital management of Asian paints Itd. and Berger Paints Ltd.
in India. (Kumar & Aithal, 2021) have worked on a panel data analysis of stock returns and
accounting information in Indian paint industry. (Krylov, 2020) has worked on information and
accounting support for accounts receivable management. (Portia, 2021) Has worked on
envisioning financial stability and bankruptcy of selected paint manufacturing companies listed
in BSE.

RESEARCH METHODOLOGY:

The following research methodology have been used for identify the receivable and payable

management in paint industry.
OBJECTIVES OF THE STUDY:
Following objectives have been analyzed with the help of this study.

e To analyze receivable management situation in selected paint companies.
e To analyze payable management situation in selected paint companies.

e To compare payable and receivable management within selected paint companies.
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HYPOTHESES FOR THE STUDY:

The following hypotheses have been analyzed.

Ho = There is no significant difference among receivable turnover ratios of selected paint
companies.

Ho = There is no significant difference among account receivable period in days of selected
paint companies.

Ho = There is no significant difference among payable turnover ratios of selected paint
companies.

Ho = There is no significant difference among account payable period in days of selected paint
companies.

PERIOD OF THE STUDY:
The time period of the study considered from 2011-12 to 2020-21 which consist of 10 years of

time duration.

SCOPE OF THE STUDY:
For the study scope has been divided into two parts, first part considered as functional scope
and second part is considered as functional scope.

FUNCTIONAL SCOPE:

Functional scope for the study indicated selected variables like receivable turnover ratio,
account receivable period in days, payable turnover ratio and account payable collection

period in days.
GEOGRAPHICAL SCOPE:

Geographical scope of the study indicated that selected companies have been provided their

product and services to whole over India. So, India is considered as geographical region.
SELECTION OF SAMPLES:

For the study samples have been selected based on Net sales for the time period of 2011-12 to
2020-21.

Sr. No. Selected Companies Sales in Cr.
1. Asian Paints 18,516.86
2. Berger Paints 6,021.41

3. Kansai Nerolec 4,690

4, Akzi Nobel 2,421

(Source: www.moneycontrol.com )

DATA COLLECTION:
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For the study data is most important aspect. In this study secondary data have been used to
analyze receivable turnover ratio and payable turnover ratio during the study period. For
collection of data annual reports of respective companies, newspapers, magazines and journal

articles have been used.
DATA ANALYSIS AND INTERPRETATION:

RECEIVABLE TURNOVER RATIO (In Times)

Years Asian Berger Kansai Akzo
2011-12 15.92 8.72 7.25 8.80
2012-13 14.15 9.32 6.80 0.89
2013-14 14.63 8.86 6.94 7.86
2014-15 15.98 8.76 7.15 9.08
2015-16 16.66 8.96 7.30 8.62
2016-17 12.72 8.29 7.72 6.24
2017-18 12.45 7.90 6.79 6.88
2018-19 13.17 9.60 7.68 6.57
2019-20 15.50 10.19 7.33 6.72
2020-21 10.23 7.18 5.61 5.86
Average 14.14 8.78 7.06 6.75
Minimum 10.23 7.18 5.61 0.89

Maximum 16.66 10.19 7.72 9.08

(Source: Calculated from annual reports of selected companies)
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Above table and figure indicated receivable turnover ratios during the study period. Receivable

turnover ratios indicated collection policy of selected companies during the study period. Higher

the ratio indicated good collection policy whereas lower the ratio indicated inefficient policy of

receivables. In concern with average receivable turnover ratio indicated 14.14 times in Asian

paint, 8.78 times in Berger paint, 7.06 times in Kansai Paint and 6.75 times in Akzo paint during

the time period of 2011-12 to 2020-21. Asian paint indicated good position in average account

receivable whereas Akzo paint indicated not favorable position in account receivable. From
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2011-12 to 2020-21 Asian paint, Berger paint and Kansai Paint indicated fluctuating trend but

Akzo indicated first few years increasing trend and then it seems constants for remaining years.

ACCOUNT RECEIVABLE IN DAYS (In Days)

Years Asian Berger Kansai Akzo
2011-12 22.93 41.84 50.36 41.50
2012-13 25.79 39.17 53.66 411.21
2013-14 24.96 41.22 52.63 46.43
2014-15 22.84 41.65 51.05 40.21
2015-16 2191 40.76 49.99 42.35
2016-17 28.71 44.01 47.25 58.47
2017-18 29.32 46.21 53.77 53.06
2018-19 27.72 38.01 47.55 55.53
2019-20 23.55 35.82 49.80 54.32
2020-21 35.67 50.83 65.07 62.27
Average 26.34 41.95 52.12 86.54
Minimum 21.91 35.82 47.25 40.21

Maximum 35.67 50.83 65.07 411.21

(Source: Calculated from annual reports of selected companies)
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Above table and figure indicated account receivable in days for the study period of 2011-12 to

2020-21. Account receivable period in days indicated time duration which was given for the

collection of debt in concern with company’s dues. Lower the time period is necessary for

collection of debts. Asian paint indicated on an average lower time period like 26 days. That

means within 26 days debt has been converted into cash. Akzo Itd indicated higher time duration

for the collection of debts. On an Average 86 days have been used by Akzo for collection of

their debts. Berger and Kansai paints indicated 41 days and 52 days on average for collection
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of their debts. During the study period Akzo 411 days need for their collection of their debts in
the year 2012-13. Overall Asian paint indicated good position in collection of their debts and

Akzo indicated not well potion of their collection of debts.

PAYABLE TURNOVER RATIO (In Times)

Years Asian Berger Kansai Akzo
2011-12 4.42 4.92 4.79 243
2012-13 4.22 4.77 4.88 2.27
2013-14 3.84 3.63 4.73 2.38
2014-15 4.72 3.78 6.56 2.61
2015-16 4.38 3.04 5.47 2.02
2016-17 4.03 2.87 3.98 1.94
2017-18 3.83 2.65 3.91 2.00
2018-19 4.19 3.25 5.13 247
2019-20 4.79 2.87 5.24 1.77
2020-21 3.03 2.17 3.33 1.46
Average 4.15 3.39 4.80 2.14
Minimum 3.03 2.17 3.33 1.46
Maximum 4.79 4.92 6.56 2.61

(Source: Calculated from annual reports of selected companies)
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Above table and figure indicated payable turnover ratio for the time period of 2011-12 to 2020-
21. Payable turnover ratio indicated payment ratio in concern with their purchase. Account
payable turnover ratio for Asian paint indicated for the time period of 2011-12 to 2020-21 as
more or less constant in selected time duration. The average ratio of Asian paint indicated 4.15
times which means purchase has been converted in payables 4.15 times. For Berger paint
indicted decreasing trend during the study period and its average ratio was 3.39 times. Kansai
paint indicated fluctuating trend during selected time span. Akzo also indicated decreasing trend
during the study period. The average ratio of Akzo paint indicated 2.14 times. Overall Asian
paint indicted good condition of payable turnover ratio as compare to other selected companies

but Akzo paint shows not satisfactory condition in relation with payable turnover ratio.

ACCOUNT PAYABLE PERIOD IN DAYS (In Days)
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Years Asian Berger Kansai Akzo

2011-12 82.62 74.20 76.20 149.99
2012-13 86.46 76.52 74.85 161.04
2013-14 95.00 100.56 77.15 153.33
2014-15 77.41 96.62 55.65 139.96
2015-16 83.29 120.23 66.75 181.03
2016-17 90.54 127.35 91.67 188.07
2017-18 95.18 137.78 93.28 182.50
2018-19 87.04 112.18 71.14 147.63
2019-20 76.18 127.38 69.66 205.64
2020-21 120.51 168.21 109.59 249.92
Average 89.42 114.10 78.59 175.91
Minimum 76.18 74.20 55.65 139.96
Maximum 120.51 168.21 109.59 249.92

(Source: Calculated from annual reports of selected companies)

Above table indicated account payable period in days for the selected companies during the time
period of 2011-12 to 2020-21. Account payable period indicated average time taken by the
companies for the payment of their debts. Higher the time duration means interest free fund has
been utilized by the companies and lower the time indicated less time has been taken for the
payment of their dues. On an average Akzo utilized higher time duration like 175 days for the
payment of their dues whereas Asian paint indicated 89 days has been utilized for the payment
of their dues on an average with the study period. Berger paint indicated 114 days have been
taken by it for the payment whereas Kansai paint indicated 78 days have been used for it so,
overall Akzo used interest free financing but Asian paint not utilized these types of services so

it is advised to Asian paint that can make changes in purchase related services with their

suppliers.
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Hypothesis Testing with the help of One Way Anova:
Sr. No. | Ratios P-Value Result of Ho
1. Receivable Turnover Ratio 3.84E-12 Rejected
2. Account Receivable Period in Days 0.1341 Fail to Reject
3. Payable Turnover Ratio 3.99E--0 Rejected
4 Account Payable in Days Ratio 2.49E-10 Rejected
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Above table indicated one-way Anova for the selected companies. Anova test has been
performed at 5% level of significant. The result of Receivable turnover ratio indicated p-value
of 3.84E-12 means less than 0.05 so null hypothesis has been rejected means there is significant
difference between receivable turnover ratio among selected companies. Account Receivable
ratio indicated p-value as 0.1341 as which is more than 0.05 so, it is indicated there is not
statistical evidence which can reject the null hypothesis it means there is no significant
difference in account receivable ratios in selected companies. Payable turnover ratio and
Account payable ratio indicated 3.99E-0 as p-value and 2.48E-10 as p-value so both the value
iIs less than 0.05 which clearly identify that there is significant difference in payable turnover
ratio and account payable in days ratios.

FINDINGS:

The following findings have been obtained from the study.

e Receivable turnover ratio gives idea about number of times sales have been converted
into receivable. During the study period Asian paint indicated higher turnover over
ratio and Akzo indicated lower turnover ratio as compare to other selected companies.

e Account Receivable in days indicated average time for the collection of their dues. Asian
paint indicated shorter time duration for the collection of their dues and Akzo Ltd.
indicated higher time duration for the collection of their dues as compare to other
selected companies.

e Payable turnover ratio gives number of time purchase has been converted into payables.
Asian Ltd. indicated higher turnover ratio as compare to other selected companies where
as Akzo Indicated lower payable turnover ratio as compared other selected companies.

e In relation with account payable Akzo Paint utilized interest free financing facility as
higher the payable time duration for account payable whereas Kansai Paint, Asian paint
utilized and Berger paint took shorter time duration for the payment of their debts as

compare to Akzo Ltd. for the study period.
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