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Abstract Through this paper researcher has tried to makeetanalysis of the working capital of Cadila Healthre Ltd. and
tried to find out the relationship between the piwibility and working capital. As the working capmt as well as the
management of the working capital is becoming verytial for any company or a firm as well as thegairement for the firm
too. Working capital and efficient management ofetworking capital helps the company to run smootlitythe market too.
Throughout this research paper the researcher haslized different ratios for justifying the mainteance of the working
capital of the firm and organization as well. Reseher has also tried to make the comparative tremod effectiveness of the
liquidity with the level maintenance of the workingapital of the firm. The researcher has utilizedfférent techniques and
tools too to make the analysis effective like Lime@orrelation, measures of the dispersion. The finds of this research
identifies that generally management of the workirgapital of the firm depends on the viability andquirement of the
management.
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l. INTRODUCTION

Any firm or organization requires two natures aiafinces which are known as short term finance ang term finance.
Generally corporate units utilize long term finarfoe the purpose of acquiring the fixed assets simort term finance is for
settling the day to day required expenses of time Which occurs on regular basis in the firm. Waogkcapital of the firm defines
the requirement of the excess fund to have withdiganization after making the payment of shorinteurrent liabilities.
Through the management of the working capitallsib ananages the cash conversion cycle of the firthe working capital of
the firm is efficient then the firm can get the adtages of the additional working capital by makihg investments of such
additional working capital and can earn the fixame of such investments of the firm.

Working capital of the firm helps the organizatimnoptimize the loan from the different financiaktitutions as well as the
banks too. It also justifies the firm’s reliabilifgr making the payment of the short term liakaktilike creditors bills payable etc.
too.

1. COMPANY PROFILE

Cadila Healthcare Ltd. is a registered Indian comypia BSE with the 1.D. of 532321. It is basicaliy Indian multinational
company which is having its head quarter at Ahmadaiegion. It is the fifth largest Indian pharmatzal companies in India.
Its specialization has been focused in manufaguoingeneric drugs. Major acquirement of the comyplaas been done in the
year of 2001 by undertaking the Indian company rhthe German Remedies. Company has been engadetheiproduction
in large range of pharmaceuticals as well as distigs) herbal products, skin care products andr @eC products.

M. REVIEW OF LITERATURE

Literature review is obligatory part of a thesicdese it represents the whole assortment of rds@artie past on the topic
selected by the researcher on the basis of whisbareh design of a study is formulated. Literateeew provides better
impending and helps bridge gap for the researtie tondertaken. Efforts have been made to presemanon scheme of various
facets and issues relating to this empirical skudaried out in past at the national and inteomati stage in different companies.
Some important conclusions and research gap hase tewn from the review of some research papetisjes, theses and
textbooks available in the accessible libraries amdrnet sources. Different researchers have diduodies in the field of
management of working capital which have been sumzedinto following three parts:-

1. EFFICIENCY IN MANAGEMENT OF WORKING CAPITAL

Verma (1989)examined working capital management in Tata Inwth &teel Company Ltd. (TISCO), Steel Authority odlia
Ltd. (SAIL) and Indian Iron and Steel Company(lISCduring the period from 1978-79 to 1985-86 by gsine financial tools
and statistical techniques. The study revealedTh# Iron and Steel Company Limited had betterkimgr capital management
in comparison to Steel Authority of India LimitedicaIndian Iron and Steel Company. Results alsoaledethat all the three
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firms under study had made excessive use of bankwings to finance the working capital requirenseMajumdar (1992), in
order to know the pattern of financing the corperabrking capital in India, has analysed balanaethof 20 companies- 10
from private sector and 10 from public sector tog period from 1981 to 1990. For the purpose ofyaismresearcher has used
statistical techniques and financial tools. Stuatjigates that major share of working capital firaiscfrom borrowings and effect
of cost on the selection of sources of working & not at all significant.

Mills (1996) has explored the question of the impact of inflaton the capital budgeting process. The studyalevat it is
reasonable to expect that the cost of capitalinditease at the same rate as the rate of inflatoan ex-ante basis, and that this
increase will be a multiplicative relationship.also reveals that the higher the net working chpiita greater is the impact of
inflation on capital spending.

Vijaykumar and Venkatachalam (1996) have made efforts to do in depth study of Tamiln&ligar Corporation for the
period of 1985-86 to 1993-94. Results indicate thatcorporation has maintained moderate levelarkimg capital, less amount
from long term-funds has been used for meetingtdban liabilities and due to excess liquidity, fitability was affected during
the period of study.

Bansal (2001)has studied working capital management in Himaé¢haddesh Agro Industries Corporation Limited foe th
period from 1985-86 to 1994-95 with the help ofaficial tools. The study reveals that the corponatioder study has adopted
conservative policy of financing current assetscohhiesulted in inadequate working capital. Caskiemtory, receivable and
production capacity have not been managed propgriiie company under study.

Batra and Sharma (2001)have studied working capital management praciicgSoetze India Limited for the period from
1989-90 to 1993-94 with the help of financial todike 66 study reveals that overall position of kireg capital management was
satisfactory but there were some gaps in manageoh@mientory, receivable and payable which reqeome improvement.

Filbeck (2001) in his study analyzed the performance of the fimmssng the CFO magazine's annual working capital
management Survey. The researcher discoveredigmficant difference existed between industriesviorking capital measures
across time and also found that these measuregftiing capital changed significantly within indries across time.

Garg (2001) studied working capital trend and liquidity of &tyana Government owned industrial enterprises anyéha
during the period from 1978-79 to 1987-88 with bedp of accounting tools and statistical techniqUé® study reveals that due
to high investments in current assets most of ttierprises had experienced shortage of funds fginguaw material and paying
other liabilities. Blockage of fund in current assbas also adversely affected the operating effey of the enterprises under
study.

Pathania (2001) studied working capital management in HimachaldBsh State Cooperative Agricultural and Rural
Development Bank for the period starting from 1990-to 1994-95 with the help of ratio analysis. Htedy reveals that the
Bank under study has not used cash efficientlyedfattively which resulted in decrease in profitipi

Tewolde (2002)attempted to study the working capital managenpratctices of Government owned, transitional and
privatized manufacturing firms in Eritrea. The fésshow that though the managers of the Governegthtransitional firms are
efficient but they are not empowered to managewbeking capital effectively due to imposition of Ga@nment regulations.
Managers of the private firms have also not dond wemanaging working capital efficiently due tack of managerial
empowerment, lack of 67 clarity of objective ancklaf availability of skilled personnel.

Ghosh and Maji (2003)examined the efficiency of working capital managetof the Indian cement companies during the
period from 1992-93 to 2001-02. For analyzing tfficiency of working capital management three irdiavere calculated. Using
industry norm as target-efficiency level of theiindual firm, researcher also tested the speedchfeaing that target level of
efficiency by an individual firm during the periad study.

Findings of the study reveal that the Indian Cenladustry as a whole did not perform remarkablylvaeiring the study
period.

Ghebreghiorgis (2004)analyzed the working capital practices and efficiein managing the same in Keren Metal, Wood and
Cement Works, a manufacturing firm operating urjdat venture in Eritrea. The study reveals tha tihm only managed the
working capital to ensure that the internal contrtbthe firm is maintained and not to create vadyeoptimal utilization of the
working capital.

Mohanlal (2004) studied the working capital management in five -poofit organizations from Durban South Area-
Chatsworth with the help of case study methodolddne researcher found that financial managersehtin-profit organizations
under study were inadequately trained to managevtitging capital due to which they did not implerhéime policies of the
management to achieve the goals of the organization
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Aggarwal and Bansal (2006)made comparative analysis of working capital pcastof the large manufacturing firms in India
and their joint ventures/wholly owned subsidiarigisroad. The study reveals that the basic concepivayking capital
management remained same irrespective of the docati the firms; however, some differences appasr t distinct size,
environment and goodwill of overseas ventures @irthtespective markets that makes the working abpianagement of these
units more complex.

Chiou and Cheng (2006)nvestigated the determinants of management okiwgrcapital in 19180 firms. They found that
when working capital is managed improperly, allagatfunds more than required on one hand, will eentianagement non-
efficient and reduce the benefits of short-termestment and on the other hand, if working capgabo low, the company may
miss profitable investment opportunities or sufélort-term liquidity crises, leading to degradatimhcompany credit, as it
cannot respond effectively to temporary capitabnegments.

Jafar and Sur (2006)studied the efficiency in management of workingita in National Thermal Power Corporation Ltd.
during the period from 1983-81 to 2002-03. The aedeers have applied financial tools and statikteehniques and revealed
that the company has managed its working capifadieftly during the post-liberalization era by atiag itself to the new
environment resulting from liberalization, globaliion and competitiveness.

Meszek and Polewski (2006analyzed the profiles of the selected constructiompanies from the view point of working
capital formation and their management strategigdied to working capital. Financial tools were hg@. Researcher revealed
that construction companies under studies diffehé@ir level of working capital and the same iduahced by the formation of
partial elements. They suggested that constructimnpanies require the development of methodologyarking capital control
on the formation of desired parameters using tteevedge of organization of investment processed.

Padachi (2006)has examined the trend in working capital manageraed its impact on performance of 58 Mauritiarabm
manufacturing firms. For purpose of analysis, firiahtools and statistical techniques have beed.uResearcher revealed that
there is a strong 69 significant relationship bemvevorking capital management and profitabilityeTindings also reveal an
increasing trend in the short-term component ofkivay capital financing.

Sayaduzzaman (2006)nvestigates the efficiency in management of waglktapital in British American Tobacco Bangladesh
Company Limited. The study covers a five year pefiom 1999-2000 to 2003-04. The researcher hayzaththe case with the
help of financial tools and statistical techniqee®l has found that working capital management dfsBrAmerican Tobacco
Bangladesh Company Limited is highly effective.

Zingwiro (2006) tried to study the impact of hyperinflationary @omment on management of working capital in Zimivab
The finding reveals that cash and receivable wetekapt at optimal level and funds were borrowedhigher rate of interest
which resulted in poor management of working cayitaing hyperinflationary environment.

Beydokhti (2007)studied to know the system, concept, process fiicitacy in management of working capital in 6@nfs of
small-scale industry in and around Pune. Findirgeal that motivation of manpower can increaseieficy of the organization,
proper management and coordination of operationsdezrease the cost, efficient management and &traiion of liquidity
can determine efficient management of working e@pgmall-scale firms should improve their ovemlliciency by applying
modern management techniques in production, makeind finance. Efforts should be made to imprdweprofitability of the
firms by effective management of working capital.

Bhunia (2007)made an assessment of management of working capiBéeel Authority of India Limited and Indianoim and
Steel Company Limited from 1991-92 to 2002-03 wiith help of financial tools and statistical techug. Finding reveals that
both the companies have maintained inadequate mgrkapital, poor liquidity, and managed 70 invent& receivables
inefficiently during the period of study.

Ganesan (2007has tried to analyze the working capital managernaéfitiency of firms from telecommunication equipmnt
industry. Researcher has examined the efficienayarking capital management with the help of catieh, regression analysis
and ANOVA analysis. For the study purpose, data shmple of 349 firms from telecommunication equéptmindustry were
collected for the period 2001-07. The study fouhdtteven though “day’s working capital” is negalyveelated to the
profitability, it is not significantly impacting ghprofitability of firms in telecommunication equient industry.

Menon (2007)studied the working capital management duringptiigod from 2001-02 to 2005-06 in Kirloskar Pneuc®g€Co.

Limited, Hadapsar. Results show that company dickeep components of working capital at optimakleand working capital
turnover ratio shows a continuously decreasingdtiduring the period of study.
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Pandey and Upadhyay (2007had undertaken the study to evaluate the effigiamfcmanagement of working capital in
Bokaro Steel Plant during the period from 1999@06%2 Results show that position of payment of lipivas satisfactory but the
management of inventory and receivable was good.

Paul (2007)undertook a comprehensive study of working capitahagement in Motor Industries Company Limitedirdur
the period from 2001 to 2005 by applying ratio gsi. Results show that working capital of the campunder study has not
been managed efficiently and effectively.

2. WORKING CAPITAL MANAGEMENT AND PROFITABILITY

Vijaykumar and Venkatachalam (1995) studied the impact of working capital on profifapiin sugar industry in Tamil
Nadu by selecting a sample of 13 companies ovepénmd 1982-83 to 1991-92 by applying simple datien and multiple
regression analysis on working capital and proilitgbratios. The study concluded that liquid rafioventory turnover ratio,
receivables turnover ratio and cash turnover rafiected the profitability of companies under stud@ige study also revealed that
sales and interest rate also affected working abaitd its components.

Shin and Soenen (1998nvestigated the relation between the firm’'s matlé cycle and its profitability by using corredati
and regression analysis. They used a compositelsash8985 firms covering the period from 1975-49%he researchers
found that there is a strong negative relation betwthe length of the firm’s net-trade cycle asditofitability. They also found
that shorter net-trade cycles are associated wgtheh risk adjusted stock returns.

Deloof (2003)investigated to know the relation between worlkdagital management and corporate profitability sample of
1009 Belgian non-financial firms for the periodrfrdl992 to 1996. Researcher used descriptive $tatishd financial tools for
analysis. The results show that managers can isemeaporate profitability by reducing the numbgdays, accounts receivable
and inventories. The negative relationship betwaeoounts payable and profitability is consistenthwthe view that less
profitable firms wait longer to pay their bills.

Bhyani (2004) made efforts to study the impact of working cdpitanagement on the profitability of Gujarat Ambuja
Cements Ltd during the period from 1993-94 to 2082y applying statistical techniques and finantdals. Out of nine ratios
analyzed, seven ratios show negative correlatidwd®n working capital management and profitabiitlgile remaining two
ratios show positive relationship.

Lazaridis and Tryfonidis (2006) investigated the relationship between profitapiind working capital management of 131
companies listed with Athens Stock Exchange forpgledod of 2001-04. The results reveal that therstatistical significance
between profitability, measured through gross diregeprofit, and the cash conversion cycle. Theyhfer reveal that manager
can generate profits for their companies by keepiirgcomponents of working capital at an optimaéle

Shah and Sana (2006nalyzed the effect of working capital managenoenthe profitability of 7 oil and gas companiesdis
with Karachi Stock Exchange for the period from 206 2005 with the help of ratio analysis and statal techniques. Results
show a negative relationship between gross prditgin and number of days inventory and number g6 dacounts receivable,
cash conversion cycle and sales growth whereag tBea positive relation between gross profit margnd number of days
accounts payables.

Raheman and Nasr (2007have studied the effect of different variablesvofking capital management on the profitability of
Pakistani firms. Researchers have used Pearsomrslatin and regression analysis for study. Theilte show that there is a
strong negative relationship between variableefworking capital management and profitabilitytlod firm. They also found
that there is a significant negative relationsh@ween liquidity and profitability and debt used thg firm and its profitability.
Also positive relationship was found between sizéhe firm and its profitability.

Teruel and Solano (2007}ried to measure the effect of working capital agement on profitability of 8872 Spanish SME
firms covering the period 1996-2002 using panehdaéthod. The results show that managers can arelte by reducing their
inventory and the number of days for which thetamts are outstanding and firm’s profitability daeimproved by shortening
the cash conversion cycle.

Ricci and Morrison (1996) prepared a report on the results of a survey efitternational working capital management
practices of the Fortune 200 companies in the U.$t& purpose of the survey was to obtain inforamatin some international
aspects of working capital management in major AJfBms. Study indicates that the Fortune 200 conips are fairly advanced
and practical in their international working capiteanagement activities, particularly in using thosethods which impact sales
increase.

Weinraub and Visscher (1998)examined the relationship between aggressive andecvative working capital practices in
ten diverse industry groups from 1984 to 1993. Stuely reveals that there is high and significargatiee correlation between
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industry assets and liability policies during theripd 1996-2002 using panel data method. The seshibw that managers can
create value by reducing their inventory and theiner of days for which their accounts are outstagdind firm’s profitability
can be improved by shortening the cash conversjole c

Ricci and Vito (2000)investigated the results of a survey on the irgonal working capital management practices oftdipe
200 companies in the U K. The purpose of the suway to obtain information on some internationgleass of working capital
management in major British firms. Study indicatiest decision regarding working capital is typigathade at corporate level.
Majority of the firms are not using value datingctoring and consignment. Top U K companies costitaurely on simple, low
cost, low risk methods of managing their foreigotenge activities.

Parsuraman (2004)made efforts to study the relationship betweerditrgolicy and profitability of fifty pharmaceutita
companies during the year 2001 and 2002. The seshtiw that increase in profits leads to increaseduirement of working
capital. The 74 leading pharmaceutical compani@segfically employed greater working capital fohancing profitability.

Chaudhry and Amin (2007)have critically examined the policies and practidering the year from 2000 to 2005 relating to
management of working capital in eight pharmaceltimmpanies listed with Dhaka Stock Exchange. Sthely reveals that
companies under study have managed their workipgatananagement efficiently and the impact of @lleworking capital
policy on profitability in the companies is proverbe significant. Further it has also been fourat there is positive correlation
between current assets management and financfarpamnce.

Sajid and Afza (2007)examined the relationship between the aggressimsérvative working capital policies and profitéil
as well as risk of firms for 208 public limited cpanies listed with Karachi Stock Exchange for teequd from 1998-99 to 2004-
05. The researcher revealed that there is negatladonship between working capital policies amdfipability and there is no
relationship between the level of current assedsliabilities and risk of the firms.

The above summarized review of studies in India @mabad reveals that a large number of studies haga undertaken on
national and international level on the topic oficééncy in working capital management, working ialpmanagement &
profitability and working capital management praesi. Though some studies have been undertakenaomateutical industry of
India but no appropriate study has been conducieddluate the efficiency and effectiveness of rganaent of working capital.
Though working capital is a significant constituémtthe efficient functioning of the organizatioih,has not attracted much
attention and consideration of management. Afore¢imead studies which have been undertaken, so Have exercised
philosophical influence on the understanding oéw fvorking capital management. Hence, there egisise definite research
gap and this study approximately titled, “Managetr@nVorking Capital in Pharmaceutical Industry:Gdmparative Study” is
an endeavour which will help to plug this gap ugdme extent.

V. RESEARCH QUESTIONS

1. To know the working capital management of Cadilalteare Ltd.
2. The variations of maintaining the working capitatiee firm since last five years.
3. To examine the relationship between the liquidity arofitability of the firm.

V. SCOPE OF THE STUDY

The scope of the study is limited for the firm asdanization of Cadila Healthcare Limited only amthted to the last five
years datas is the duration period of the research.

VI. SIGNIFICANCE OF THE RESEARCH STUDY

The research study will be implied for the pharnudical companies for the future study also. Theamanpact of this study
will be implied in the pharmaceutical industry alsole and hense indirect or directly it will giveettimpact to the Economy of the
country also.

VII. OBJECTIVES OF THE STUDY

1. To study the current working capital position ofd@a Healthcare Ltd.
2. To study the current credit tendency of Cadila Healre Ltd.
3. To study the current trend of the working capitaCadila Healthcare Ltd.
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VIILI.

HYPOTHESIS OF THE STUDY

The researcher has applied last five years dataecftudy of Cadila Healthcare Ltd. for the reskaite following hypothesis

will be applied for the research.

Ho= There is no significance difference between itpaidiity and profitability of the Cadila Healthcaléd.
H,=There is a significant difference between theillqy and profitability of the Cadila HealthCared_t

IX.

Sample Design:On Judgmental Basis

Source of Data:Annual Report of the Company
Types of Research DataSecondary Data
Duration of Data: 2009-10 to 2013-14

Statistical Tool: For the analysis the researcher has utilized tfi@ aaalysis, standard deviation CO-efficient ofridace.

RESEARCH M ETHODOLOGY

X. RESULTS AND ANALYSIS

Amt in Crore
Current Assets 2009-10 2010-11 2011-12 2012-13 2043
Stock 380.8 464.5 501.2 587.2 663.5
Debtors 400.8 475.1 581.2 683 722
Cash Balance & Bank
Balance 7.6 14.1 118.3 91.6 89.4
Fixed Deposits 20.6 28.3 0 0 0
Advances 395.9 537.2 799.6 947.4 1115.9
Total Current Assets 1205.7 1519.2 2000.3 2309.2 2590.7
Current Liabilities
Current Liabilities 531.2 654 884.9 781 904.5
Provision 151.7 180.4 227.1 212 297.5
Total Current
Liabilities 682.9 834.4 1112 993 1202
Net Working Capital Required 522.8 684.8 888.3 1316.2 1388.7
| Current Ratio 1.77 1.82 1.80 2.33 2.16
CurrentRatio
¥ 2009-10 W 2010-11 2011-12 W 2012-13 ®2013-14
Variable % of Current Assets
2009-10 2010-11 2011-12 2012-13 2013-14
Stock 32% 31% 25% 25% 26%
Debtors 33% 31% 29% 30% 28%
Cash Balance & Bank Balance 1% 1% 6% 4% 3%
Fixed Deposits 2% 2% 0% 0% 0%
Advances 33% 35% 40% 41% 43%
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% of Current Liabilities
Variable 2009-10 2010-11 2011-12 2012-13 2013-14
Current Liabilities 78% 78% 80% 79% 75%
Provisions 22% 22% 20% 21% 25%
Basic Terms of the following Table:
TATR: Total Assets Turnover Ratio
WCTR: Working Capital Turnover Ratio
WCSR: Working Capital to Sales Ratio
Year Working Capital Current Ratio Liquid Ratio TATR W CTR WCSR
2009-10 522.8 1.77 1.55 0.94 3.61 0.28
2010-11 684.8 1.82 1.61 0.94 3.18 0.31
2011-12 888.3 1.80 1.69 0.89 3.55 0.28
2012-13 1316.2 2.33 2.20 0.92 2.79 0.36
2013-14 1388.7 2.16 2.13 0.81 2.91 0.34
Avg. 960.16 1.976 1.836 0.90 3.208 0.314
Std. Dev. 381.67 0.25 0.31 0.05 0.37 0.04
C.V. 40% 13% 17% 6% 11% 11%
XI. FINDINGS

» The average size of working capital of the firmceifast five years is 960.16 crore which showssthend situation of
the firm.

» The average current ratio of the firm since lagt fyear is 1.98 in approx which is better as resi@vthe Tondon
committee.

» The liquid ratio of the firm also shows the beftesition of the firm for short term future also.

» The company’s result shows on an average of 6%iretu the investment of the current assets whiolwshhe worst
result of the firm and shows the ineffective outpfithe current assets.

» The average working capital has been utilized ftbengeneration of revenue at only 11% which shoasatisfactory
result.

XIl. CONCLUSION
The working capital is the most important factor filee company. Without working capital the firm &amork for the longer
duration. The researcher has analyzed that theimgpdapital is known as the back born of the comgpaamd the industry whole.
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