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Abstract 

Working Capital is the life blood of every 

business concern. Business firm cannot 

make progress without adequate working 

capital. Inadequate working capital means 

shortage of inputs, whereas excess leads to 

extra cost. So the quantum of working 

capital in every business firm should be 

neither more nor less, than what is actually 

required. The management has to see that 

funds invested as working capital in their 

organization earn return at least as much as 

they would have earned return if it 

invested anywhere else. At the time of 

increasing capital costs and scare funds, 

the area of working capital management 

assumes added importance as it deeply 

influences a firm's liquidity and 

profitability. A notable feature of 

utilization of funds is that they are of 

recurring nature. Therefore, efficient 

working capital management requires a 

proper balance between generation and 

utilization of these funds without which 

either shortage of funds will cause 

obstruction in the smoother functioning of 

the organization or excess funds will 

prevent the firm from conducting its 

business efficiently. So the main objective 

of working capital management is to 

arrange the needed funds on the right time 

from the right source and for the right 

period, so that a tradeoff between liquidity 

and profitability may be achieved. 

A firm may exist without making profits 

but cannot survive without liquidity. The 

function of working capital management 

organization is similar that of heart in a 

human body. Also it is an important 

function of financial management. The 

financial manager must determine the 

satisfactory level of working capital funds 

and also the optimum mix of current assets 

and current liabilities. He must ensure that 

the appropriate sources of funds are used 

to finance working capital and should also 

see that short term obligation of the 

business are met well in time. 
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Introduction: 

India is the world's Second largest 

producer of cement after china, with 

cement companies adding nearly eight 

million tons (MT) capacity in April 2009, 

taking the total installed capacity to 219 

MT. A few of the leading manufactures 

are the Ultra Tech/Grasim combine 

Dalmia Cements. India Cements, Holeim 

etc. With the boost given by the 

government to various infrastructure 

profits, road networks and housing 

facilities, growth in the cement 

consumption is anticipated in the coming 

years. Infrastructure is backbone of any 

economy which is Petroleum, Fertilizer, 

Iron, Steel, Coal- Banking, Insurance, 

Power and Cement etc. The cement 

Industry is one of the core industries of the 

nation. Because cement is a fundamental 

requirements for all constructing activities. 

Cement is used in housing, bridges, roads, 

industrial construction etc. as well as 

cement is basic material which is used in 

all types of construction. 

Cement is a main material for all types of 

construction works and it is widely used in 

construction from smallest building to 

largest structures like dams, bridges, 

irrigation works, industrial complexes etc. 

In short, it can be said that cement as well 

as steel are sinequa-non for that 

development of construction activities in 

the country. 

Review of Existing literature 

(Eljelly, 2004) elucidated that efficient 

liquidity management involves planning 

and controlling current assets and current 

liabilities in such a manner that eliminates 

the risk of inability to meet due short-term 

obligations and avoids excessive 

investment in these assets. The relation 

between profitability and liquidity was 

examined, as measured by current ratio 

and cash gap (cash conversion cycle) on a 

sample of joint stock companies in Saudi 

Arabia using correlation and regression 

analysis. The study found that the cash 

conversion cycle was of more importance 

as a measure of liquidity than the current 

ratio that affects profitability. The size 

variable was found to have significant 

effect on profitability at the industry level. 

The results were stable and had important 

implications for liquidity management in 

various Saudi companies. First, it was 

clear that there was a negative relationship 

between profitability and liquidity 

indicators such as current ratio and cash 

gap in the Saudi sample examined. 

Second, the study also revealed that there 

was great variation among industries with 

respect to the significant measures of 

liquidity. 



 
Impact Factor.1.14                                                                                                                        

Emperor International Journal of Finance and Management Research [EIJFMR]  ISSN: 2395-5929 
 

@Mayas Publication Page 71 
 

(Deloof, 2003) discussed that most firms 

had a large amount of cash invested in 

working capital. 

It can therefore be expected that the way in 

which working capital is managed will 

have a significant impact on profitability 

of those firms. Using correlation and 

regression tests,  he found a significant 

negative relationship between gross 

operating income and the number of days, 

accounts receivable, inventories and 

accounts payable of Belgian firms. On 

basis of these results he suggested that 

managers could create value for their 

shareholders by reducing the number of 

days, accounts receivable and inventories 

to a reasonable minimum. The negative 

relationship between accounts payable and 

profitability is consistent with the view 

that less profitable firms wait longer to pay 

their bills. 

Objectives of the Study: 

1. To analyze and evaluate working 

capital management with respect to 

trade off between liquidity and 

profitability 

2. To study the various factors affecting 

working capital requirements in 

cement industry 

3. To assess the relative significance of 

various sources of financing of 

working capital 

4. To suggest, on the basis of conclusion, 

innovations in the management of 

working capital in cement companies 

in India. 

Hypothesis: 

1. Gross Working Capital Turnover Ratio 

of cement companies does not differ 

significantly among the years. 

2. Gross Working Capital Turnover Ratio 

does not differ significantly among the 

various cement companies over the 

years. 

Research Methodology 

The detailed research methodology is 

narrated in the following paragraphs: 

Data source: 

The study is mainly based on primary data 

and secondary data are collected as per 

requirements of the study through 

questionnaire and discussion with 

concerned company’s finance and account 

executives. Secondary data is taken from 

CMIE, Prowess Database and published 

annual reports of the cement companies. In 

addition to that, financial literature and 

published articles on the related aspects 

also considered. The secondary data is 

basically for financial analysis purpose. 

Various publications of “Cement 

Manufacturer’s Association”, National 

Council for Cement and Building Material, 

World Cement and Stock Exchange 
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Official Directory are used for this 

purpose. Other information related to the 

industry are collected from the Economic 

Times, Financial Express, Business 

Standard, RBI Bulletin, other periodicals, 

journals and other various documents of 

the companies. 

Universe of study: 

The universe consists of all the limited 

cement companies working in India and 

listed on any stock exchange of India. 

Sampling Plan: 

Sampling methods were convenience and 

judgment sampling. The samples have 

selected considering from following 

factors. 

1. The installed capacity of the company 

should be at least one million tons per 

annum. 

2. The company should be engaged in the 

production of gray cement. 

3. Data for the entire study periods i.e. 

201-12 to 2016-17 are available. 

4. The company should be listed on any 

stock exchange of India. 

Limitations of the study: 

In a research design selected in the study, 

there is a great chance of personal bias in 

the selection\ of sample companies. 

However, it is attempted to be as objective 

and impartial to obtain reliable and 

meaningful results from final analysis. 

This study is based on secondary data 

taken from CMIE database as well as 

published in annual reports of the said 

companies and as such its finding depends 

entirely on the accuracy of such data. 

Moreover, the data were processed to 12 

months on an average basis wherever 

required. The study is largely based on the 

financial tool of ratio analysis, which has 

its own limitations that also applies to this 

study. Executives, who were interviewed 

and asked to fill up questionnaire, 

sometime became very reluctant to share 

the information on their privacy policy 

ground. As an alternative, it was possible 

to collect some relevant information 

through general discussions with top 

management finance executives. Hence, 

the conclusions drawn in the present study 

should be taken in the light of these 

deficiencies of data. 

Working Capital Turnover 

Working capital turnover is the important 

dimension to measure the efficiency of 

current assets utilization. These ratios are 

based on the relationship between sales or 

cost of goods sold and the level of various 

current assets employed by the company. 

In this section, gross working capital and 

net working capital turnover ratios are 

analyzed. Apart from that inventory 

turnover, debtors turnover and cash 
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turnover ratios are analyzed for six years of study period. 

 

 

Table: 1 

Gross Working Capital Turnover Ratio 

Sr. No. Name of the 

company 

2011-

12 

2012-

13 

2013-

14 

2014-

15 

2015-

16 

2016-

17 

1 A C C Ltd. 4.2 4.1 3.0 3.5 3.6 3.1 

2 
Ambuja Cements 

Ltd. 

4.9 4.9 5.3 6.4 4.0 3.1 

3 
Andhra Cements 

Ltd. 

3.7 4.3 N.A 2.7 2.2 2.6 

4 Binani Cement Ltd. 8.2 10.1 3.9 4.7 2.7 4.3 

5 
Birla Corporation 

Ltd. 

5.6 5.1 4.7 3.7 5.0 3.0 

6 
Century Textiles & 

Inds. Ltd. 

3.0 3.4 3.1 3.2 3.1 2.7 

7 
Dalmia Cement 

(Bharat) Ltd. 

1.6 1.4 1.7 1.8 2.1 2.0 

8 
Gujarat Sidhee 

Cement Ltd. 

2.5 3.1 5.3 4.6 N.A 8.5 

9 
Heidelberg Cement 

India Ltd. 

4.0 4.3 4.4 2.6 2.2 1.7 

10 India Cements Ltd. 2.0 2.4 2.5 2.7 2.7 2.9 

11 
J K Lakshmi 

Cement Ltd. 

6.7 5.6 5.2 3.5 2.5 2.7 

12 K C P Ltd. 2.1 2.0 1.6 2.1 2.1 1.4 

13 
Madras Cements 

Ltd. 

3.5 2.9 3.6 2.9 3.0 3.2 

14 
Mangalam Cement 

Ltd. 

5.5 7.6 6.1 2.4 3.4 3.4 

15 
N C L Industries 

Ltd. 

1.8 2.2 2.1 2.2 1.8 2.7 

16 O C L India Ltd. 2.0 2.2 2.3 2.2 2.1 2.6 

17 Prism Cement Ltd. 4.5 4.9 4.7 5.5 6.2 4.7 

18 
Shree Digvijay 

Cement Co. Ltd. 

3.3 1.6 4.9 3.5 3.8 2.2 

19 
Ultratech Cement 

Ltd. 

4.9 4.7 4.9 5.7 4.8 5.3 

20 AVERAGE 3.9 4.0 3.9 3.5 3.2 3.3 

(Source: PROWESS, CMIE Database.) 

The overall cement industry aggregates shows 3.9 times of gross working capital turnover 

with 9.85% of coefficient of variation. Andhra Cements Ltd., Dalmia Cement (Bharat) Ltd., 

Gujarat 



 
Impact Factor.1.14                                                                                                                        

Emperor International Journal of Finance and Management Research [EIJFMR]  ISSN: 2395-5929 
 

@Mayas Publication Page 74 
 

Sidhee Cement Ltd., India Cements Ltd. K C P Ltd. N C L Industries Ltd and O C L India 

Ltd. has mean working capital turnover of less than industry average. While Century Textiles 

& Inds. 

Ltd has working capital turnover near to industry average. Rest of 11 companies have 

outperformed industry and reported higher turnover ratio compare to industry average. 

 

Table 2 

Descriptive Statistics for Gross Working Capital Turnover 

Sr. No. Name of company Mean  S. D. C. V. Max. Min. 

1 A C C Ltd. 3.6 0.5 13.48 4.2 3.0 

2 Ambuja Cements Ltd. 4.8 1.1 23.47 6.4 3.1 

3 Andhra Cements Ltd. 3.1 0.9 27.73 4.3 2.2 

4 Binani Cement Ltd. 5.6 2.9 50.61 10.1 2.7 

5 Birla Corporation Ltd. 4.5 1.0 21.59 5.6 3.0 

6 Century Textiles & Inds. Ltd. 3.1 0.2 7.04 3.4 2.7 

7 Dalmia Cement (Bharat) Ltd. 1.8 0.3 14.54 2.1 1.4 

8 Gujarat Sidhee Cement Ltd. 4.8 2.4 49.09 8.5 2.5 

9 Heidelberg Cement India Ltd. 3.2 1.2 36.84 4.4 1.7 

10 India Cements Ltd. 2.5 0.3 12.94 2.9 2.0 

11 J K Lakshmi Cement Ltd. 4.4 1.7 39.23 6.7 2.5 

12 K C P Ltd. 1.9 0.3 16.71 2.1 1.4 

13 Madras Cements Ltd. 3.2 0.3 10.16 3.6 2.9 

14 Mangalam Cement Ltd. 4.7 2.0 41.85 7.6 2.4 

15 N C L Industries Ltd. 2.1 0.3 15.47 2.7 1.8 

16 O C L India Ltd. 2.2 0.2 8.66 2.6 2.0 

17 Prism Cement Ltd. 5.1 0.7 13.08 6.2 4.5 

18 Shree Digvijay Cement Co. Ltd. 3.2 1.2 37.01 4.9 1.6 

19 Ultratech Cement Ltd. 5.1 0.4 7.66 5.7 4.7 

20 AVERAGE 3.6 0.4 9.85 4.0 3.2 

(Source: PROWESS, CMIE Database.) 

Out of 19 companies, 2 companies have 

less than 2 times of mean working capital 

turnover and 4 companies have the said 

ratio in the interval of 2 times to 3 times. 

Rests of 12 companies have the said ratio 

more than 3 times. The highest mean 

working capital turnover ratio is reported 

by Binani Cement Ltd. Its mean working 

capital turnover ratio is 5.6 times that 

mean it has utilized its current assets very 

efficiently. Its coefficient of variation is 

50.61 which is very high as its working 

capital turnover ratio ranges from the 

lowest figure of 2.7 times in the year 2015-

16 to highest figure of 10.1.The most 

consistent ratio and lowest coefficient of 
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variation is reported by Century Textiles & 

Inds. Ltd. Its coefficient of variation is 

only 7.04% and the working capital 

turnover ratio ranges from 2.7times to 3.4 

times during the study period. On the other 

hand Ultratech Cement Ltd has very 

volatile working capital turnover as its 

coefficient of variation is 7.66% with 

mean value of 5.1 times. In the year 2012-

13, it has very low working capital 

turnover with 4.7 times but in the 

subsequent years it has improved and 

reported 4.9 times of working capital 

turnover in the year 2013-14. It was not 

maintained in the year 2015-16 and 

declined to 4.8 times. During last six years 

the maximum gross working capital 

turnover is reported by Binani Cement Ltd. 

in the year 2012-13. It has 10.10 times of 

gross working capital turnover in the said 

year. Heidelberg Cement India Ltd. is 

continuously improving its working capital 

turnover. K C P Ltd is the company who 

has lowest level of working capital 

turnover of 1.6 times in the year 2012-13. 

Even among all the companies this is the 

only company who has working capital 

turnover of less than one. 

Suggestions: 

1. During the course of investigation it 

has been found that 8 companies are 

giving more attention to the only 

liquidity aspects of working capital 

management and taking more 

conservative decisions leading to the 

decline in profitability of the company. 

There is an urgent need to bring about 

the change in the attitude of the 

management. They should be more 

aggressive in working capital 

management by giving equal weight 

age to both liquidity and profitability 

aspects of working capital 

management. 

2. Many of the companies do not have 

proper computer programme for the 

handling of inventory resulting in lack 

of co-ordination. For the improvement 

in co-ordination, strong and effective 

management information system is 

required to be implemented. The 

frequency of reporting of inventory, 

receivables and cash must be increased 

so that timely action becomes possible 

to overcome the problems. 

3. As the management of working capital 

involves frequent decision making, it is 

proposed that every company should 

have separate function and responsible 

authority to constantly monitor each 

component of working capital. 

4. Ultratech Cement Ltd. has very poor 

performance compare to other private 

companies so there is an urgent need to 
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look in to the problems and tone up its 

efficiency. 

5. Madras Cements Ltd has shown good 

performance in very short span as it 

has been able to maintain its 

aggressive approach towards the 

working capital management. Other 

companies are also required to adopt 

more aggressiveness in maintaining 

their current ratio 2:1 and improving 

their profitability. 

6. Companies are advised to review their 

working capital frequently with the 

tools like funds flow and cash flow 

statement and cash control reports. 

7. To deal with the over-stocking in 

stores and spares component of 

inventory, all the units are advised to 

promote import substitution 

programmes. Further, ancillary units 

should be developed and internal repair 

facilities should be created. Stores and 

spares inventory must be classified 

according to FSN analysis for better 

control over them. The same way 

efforts should be done for the 

reduction in semi finished goods 

inventory with the help of some 

technological up-gradation suggested 

by technical experts. 

 

 

Conclusion  

To conclude the study, it can be said that 

the adoption of above measures will 

doubtlessly help the selected companies to 

improve their overall performance in the 

management of working capital. With the 

efficient management of working capital, 

selected companies can utilized their 

capacity optimally and accelerate 

economic growth of India by increasing 

the production of cement at reasonable 

cost. 
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