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ABSTRACT

Working capital management includes the manageuofethe relationship between a firm’s short-run dssnd its short-
run liabilities. The objective of the research @s @nalyze the management of the working capitderdfliser industry
IFFCO, and the main objective is to analyse thaifigance and growth of various constituents otbadrrent assets and
current liabilities. For an intensive study of warl capital management of fertiliser industry, themary focus of the
study would be on major and significant playerstef fertiliser industry. The study has found the tFFCO fertiliser
industry has been managing its working capital vefficiently during the study period and increasitgyvolume of net

worth and cash profit since 2014-15.
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INTRODUCTION
Working Capital Management

Working capital management is concerned with th@agament of all the aspects of both the currerdtasnd current
liabilities, so as to minimize the risk of insohanwhile maximizing return on assets. The goal airking capital
management is to ensure that a firm is able toimoatits operations and that it has sufficientigbilo satisfy both
maturing short term debt and upcoming operatiomgerses. The management of working capital involmemaging
inventories, accounts receivable and payable, asld.&Vorking capital management calls for addrgssio basic issues-
how much of current assets should an organizatii &nd how to finance such investment in curressets. It is opined
that organizations which could tackle these twaidssreasonably are able to combat liquidity proklemmparatively

more efficiently.
Fertiliser Industry

The Indian Fertiliser Industry entered into the dnath years of its existence in the year 2006. ifilastry had a very
humble beginning in 1906, when the manufacturing ah Single Super Phosphate (SSP) was set up mpBanear
Chennai with annual capacity of 600 MT. The Festiti & Chemicals Travancore of India LTd. (FACT)G@achin in

Kerala and the Fertiliser Corporation of India (JF@l Sindri in Bihar were the first large sizedtfiéser plants set up in
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forties and fifties with a view to establish anuistiial base to achieve self-sufficiency in foodigs. Subsequently, green

revolution in the late sixties gave an impetush® growth of fertiliser industry in India.
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PROFILE OF IFFCO
Indian Farmers Fertilisers Co-Operative Ltd

IFFCO had been registered in November 3, 1967 Mala-Unit Co-Operative Society. This society hase working in
the field of the production and distribution oftfésers.

Objectives of the Study
* To examine the significance and growth of varioomsstituents of current assets and current lia¢diti
» To analyse the position of working capital managenie IFFCO industry.

Significance & Scope of the Study

The study focuses on the examining the workingtahpnanagement of Indian Farmers Fertilisers Caatpe limited.
There are different tools that are used to identify effective management of working capital, hbgen analysed which

will be useful in assessing the performance of ithdsistry.
RESEARCH METHODOLOGY/ ANALYTICAL TOOLS

Ratio Analysis

Ratio analysis / Accounting Ratio are one of thdely used tools of analysing the working capitadl @#s management

under different industries. Some important ratied have been calculated are as follows:
Liquidity Ratios

These ratios represent the liquidity position @& tloncern. The following ratios were calculated:
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e Current Ratio: = Current Assets/ Current Liabilities

e Quick Ratio: = (Current Assets — Inventory & Prepaid expensgajfent Liabilities

Here,

Working Capital = Current Assets — Current Liabakt

Profitability Ratio

47

The Net Profit Ratio, calculated, reflects the@#incy of management in manufacturing, selling, iaitrative and other

activities of the concern.

»  Profit Before Tax Ratio = Profit Before Tax/ Netl&a

* Net Profit Ratio = Net Profit After Tax/ Net Sales

Table 1: Important Financial Indicators of Working Capital Management

Ratios 2014-15 2015-16 2016-17 2017-18 2018-19
WORKING CAPITAL TURNOVER RATIO 2.54 2.37 1.72 1.89 2.23
(WCTR) Times Times Times Times Times
CURRENT RATIO (CR) 5.79:1 6.85:1 6.48:1 4.26:1 5108
QUICK RATIO (QR) 4.65:1 5.91:1 5.45:1 3.60:1 4.07:1
Profit Before Tax Ratio 4.15% 3.44% 4.59% 6.05% 6%61
Net Profit Ratio 2.58% 2.38% 3.09% 4.51% 3.029

D

The above table 1 reflects about the previous fiivancial year accounting ratio tool, which are thgortant

player in working capital management. The reswtmél through financial indicators shows the soumtkimg capital

management position of IFFCO and all indicatorshagéer than ideal ratios.
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The figure 2 reflects net profit ratios, PBT rati@R, CR and WCT Ratios of last five financial yearhese all

are in sound form and it can be concluded thatRR€O has been utilising its all financial resosreery well.
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With the help of the above figure no. 3, it hasrbésund that the net worth of IFFCO has been cootisly

increasing/ improving since the financial year 254 which is very good for the financial healthtloé society.
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Figure 4

The figure 4 shows the trend in cash profit of IEF@dustry since the financial year 2014-15. Itwsbdhe
increasing trend in cash profit of the industry 2017-18, but in 2018-19 this cash profit has glaht reduction form
before.

CONCLUSIONS

After the analysis of Working Capital Managemenhds been found that the working capital amount been high.
During the study period, IFFCO possessed huge ammadrcurrent assets, which has been shown andiftuough the
current ratio. This co-operative society is perforgnas front or opening player in the fertilisedurstry since 2014-15
during the study period. All the financial indicegdProfit before tax ratio, Quick ratio, Currentioaand Working capital
turnover ratio have been found in their improvingsition and this is the reason why this IFFCO liedi industry has
been finding for touching its peak currently. Tloeisty has not only been improving its financializators but it has been

improving or increasing its net worth and cash ipahiring the study period.
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The current ratio and quick ratio of this IFFCOustty are very much higher than its ideal ratiojohtshows

that the industry can borrow more short term fufrdsn the market and can increase the net worthcasth profit in

coming future.
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