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A COMPARETIVE STUDY ON WORKING CAPITAL,
MANAGEMENT OF SELECTED PHARMACEUTICAY,
COMPANIES OF INDIA

Dr. Kalpesh F: Prajapati, Ms. Komal Sikhwal,

Assistant Professor, Student,
3.V Institute of Management, S.V Institute of Management,
Kadi, Gujarat, India. Kadi, Gujarat, India.

ABSTRACT

The studdy is done on five pharmaceutical companies namely: Sun Pharmacewtical Lid, Lupi

D Reddys Loboratory Limited, Cipla Ltd a:-f;ﬂ Anrobindo pharma Lid The study was gu:-:fi
Krraw the comparative position of Pharmaceutical companies in warking capital management and
-:w::bwlg varions analyses sueh as size- wise analysis, ratio analysis & operating cvele amalvsis !{r
faking dafa from year 2009 to 2016, For all compmies, Gross operating cyele was ﬂnr-nm.r:'ng

over the study period. Average GOC is highest with Aurobinds Pharma Lid Al the compynies :
have mainiained curvent ratio more than 21, :

Keywords: Operating Cyele, Working Capital, Ratio analysis, Size-wise analysis.
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aceuticals markel is the third larges; |
ian phAT™ : 10 terms of volum -

i [#::N‘F“ a et eq?;ymtirﬂ:ml:;un?m ECnenics dominate the Fﬁﬂ::jﬂlhln.ﬂm"h largest in terms of
w7 B0 per cl:ntjg iy ! : .!E 15 the l’f"E‘.ﬂﬁt Provider of generic dl-'cu[u::ﬂs* mnﬂ:m.l constinting

for 20 per cent of global exponts in fepps of volume, OF lase “f,.ﬁ,ﬁ?;:'y T“h {be: Indion
' Ml has e
By fragmented, T
uniry also has a gy 1
WEn high-ﬂ' h‘\'lﬂ. P

".'-;ﬂf!._ muﬂliﬂg ®

m::: (eristic of the %nl;hau? pharmaceutical market g5 the industry is hi
Wr;jﬂ}'s an impartant position the E:;ﬂ-hm pharmacewticals seCior, The .
i and engineers whe have the potential (o steer the industry ahead 1o an?

jor 1 developing couinies '
¢ of working capital 15 an imporiant component of corporas : )
Hﬁ;% the profitability of the. firms. Net working capital tend i: :::;m;ﬁ:lh:“:lﬂ?-‘mTt because it
ineet Yine capital trend anadysis is ki : EVICes Tor measuring
figuid Y- Net Wor = e FL liabili ighly relevant as it presents the composite reflection of the
o Elﬂ]!f!ﬁ of cufrent .JE'S_':EE i rment 1) E. ifies. The direction of :haﬂg& i wmg ':-upita! ]EISili.ﬁ]'l over
e period of time is an indication of the effectiveness or ineffectiveness of the working capital management.
i . has been done on the basis of published annual repons of operating five . ki
study has | ; . z g live pharmaceotical companies in
-+ for a period of eight years starting from 2009 and ending on 2016. Company may have n optimal
India for  P° aximizes their value, Large invent d 2 ‘ o Hude]
working capital that m : - LAlg ory and generous trade credit policy may lead 1o high
les. The larger inventory also rﬂdm:e-.t e risk of a stock-out, Trade credit may stimulate sales because it
Jlows a firm to access product quality before paying. Another component of working capital is accounts
vables delaying payiment of dccounts Fnrrablt o supphers allows firms to access the lquidity. A popular
ﬁﬂw of working capital management is the net aperating cycle, that is, the ume span between the
expendinure for the purchase of raw material and the collection of sales of finished goods. Longer the time lag,
the larger the investment in working capital. A long net operating cycle might increase profitability because it
Jexds 10 highe? sales. However, corperate profitability might decrease with the net opesating cycle, if the costs
af higher investment in working capital rise faster than the benefits of holding more inventories andfor granting
more trade credil (0 CUSIOMErs. The present work aims Lo exanmine the working copital management of pharma
wupﬂ.l:l."rl’.-ﬁ i Inddia,
LITERATURE REVIEW:
Nusir (2008) has underiaken one study on Working Capital Approaches and Firm’s Retums. The suidy
imvestigates the relationship between the aggressive/tonservanye working capital F:I:IEII:II:S for sevenleen
indusirial groups of public limited companies listed at Karachi 5"':'5"- Exchange for @ p“"':'d.ﬂr l"jl'[i'ﬂlmﬂ Th:
snudy found significant differences among their working capial invesiment and ﬁ':ﬁm“gﬁﬁ Lﬁﬁxm-
liffesent industries. Moreover, these significant differences are remarkably stable over Ihe pe sl fiarciag
ive inv ing capi ‘cies are accompanicd by aggressive working capital TR
The aggressive investment working kilF”'—-ﬂ:i policies Lz b the profitability measures of firms
policics. Finally, it was found that there exist a neganive m'mﬂ'up ing policies. Chowdhury & Amin (2007}
ind degree of apgressiveness of working capital investment and u::gc : ng A O
has undertaken the study on Working i‘ﬂl!lhll management pﬂ'Eﬂil._! capital management a5 practiced in the
#tock The objective of this study was o critically evaluate o8

e ; i he also examines the policy and
sebovied firms of the Pharmaceutical industry. To achieve this goal € t;ﬁuﬁ of inventory managemen,

e muagemesL. comin e Wuéhljﬁﬂﬁi::dm[ examine the pelitical and acnnr?nuc

Pecey y F ] ; : .

vable management and F""“hh: mﬂgﬂmﬁm hie analysis we can conclude that p'rwqml:_v:u!:;lmﬁﬂ;
PLs on the working capital management- and invesiment crilena §

: - o Heanidi fercnces :
in Bangladesh are efficiently deal wll:hig:::?ﬂ;{ E’: Underiaken one study on Iridustry practics

% 10 the competitive nagure of this indusiry. ¥ <o The study looked at ten diverse industry groups
"Sling 10 agpressive conservative working eapital policies. | aggressi ive werking
"VE M evlended time period 10 examine the relauve m'.mmush]l-} % En:li'1'|’|:|1e.ﬂl cufrent A55e1 ihited
U practices. Results sirongly show that the industnes had *.al.[;n;j;j re.'c{’-ﬁ%“"-" licies eTParl?:tit.ﬁf
Picies Adduionally, the relative industry ranking of u}:]ﬁ“iy ve aggressivelconservaive FL
Mark e hlﬂbilil\.'“m'ef fime. lm“gn";' policies EoncEming lﬂr;';:'“km ' stody oA trends in working
%I W ;ﬂ"ﬂ.’l ':ignil‘h:.tuﬂl}' dif.rﬁ'rl:ﬂ'a Pﬂdﬂ'z’hl t- ] has W

-‘-‘-\----_‘—-—
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tal mamagement and its impact on firms Ft-rrgT 2003 ::r:r ?::?5"‘3 g o
EI':::' wdy was imdertaken by taking data S, nt*: a '1r|iE .:imﬁ. i ¥arigly -
wore inventory: days, seconnts recelvable days, accounts pay: :d Y5 and co e g
iionelip hetween working capital management a | pml‘iut—.,hw by, oy
qu'ﬁ'n-:::r:{ An anabysis of the liguidity, profitability and nq"rcmnlnnal lficienc, of tye
ﬂ;;::-nm ;.'h."l-l'.llzi‘* il v Disst practices i the paper “""I"l:[:}l', ﬁ‘i{*‘ﬂﬂnm’md by Ilf:" ing. Yy
nlf:* revenl an increasing trend in the ﬂm.mmlff‘m':::“?t:n! i’n IF;FT:I;E&HMEF ﬁ“-!'ﬂ::u:::m]r|r | .
done & comparative stdy on mnap_.rtﬂﬂnl of 't'-'l.'llﬂ::i““il‘ eyt - % Kp..ll].l"_'u By,
kit ditn for the year 1999-00 ta till 2006- 07, " }Iha.i‘- G "‘:{ B Varioys ,
annlysis, operating evele analysis & T-Test. Thzgup:'n[ Kl : P;-Eh“_m th :
capital al TFFCO is better as compare 10 KRIBHED, Prof. :l;? Yo “E g Lot n.m:"*ﬁ o
andergone  compuative Stdy on working capital maAgEment of selecte seef gy, 141,
wat donetn knw the comparative position of ﬂﬂﬂ_ﬂm“l‘“?'?‘dl“, 3 '?‘f_ cipital manasr-ur.--: B,
that Tata steel L1d s highest growth of Net working capital during holding pering Folloueg , o« by,

Lk
]'rl "
iy

1
il m 3

OBJECTIVES OF THE STUDY:

1. Toswdy the structure of working eapital of pharmaceutical companies

2. To sudy the management of working capital components by Fhmgu[_im COMpaic,
3. To know the comparative position of phanmaceutical companies in working capital i

HYPOTHESIS FORMULATED FOR THE STUDY:

Hy: - There is no significant difference between the working capital ratios of selectsd M“"‘“ﬂb:mim
in Indin by

METHODOLOGY OF THE STUDY:

To compare the key working capital components and ratios of selected COMpanies, the
analytical research design is used for the caleulation of pross operating cycle, net operating m"'*i‘“.
with the help of balance sheet and profit and loss account during April 2009 1o Mareh 2 w3

! D6, The ags,
waorking capital management of selected companies is arranged in the following parts: Ry
I. Size - wisc analysis

2. Ratio analysis
3. Operating cycle analysis

(I} SOURCES OF DATA: The basic data for this current study has been collected from the inema 3

Journals and Electronic database Ace Equity provided by Accord Fintech Pvt. Lid. An 150 900) 2=
company,

(1} SELECTION OF SAMP

samples. Top five Pharmaceuti
The list is as follows:

- Sun Pharmaceatical Lig
- Lupin Lid
Dr Reddy's Laboratory Limited
Cipla Led
: Aurobinda pharma Lid

LE: Non-probability judgmental sampling technigue has been wol #2
cal companics by sales o€ on 31% March 2016 have been selected fir &8

L T N

(11} STATISTICAL TOOLS AND
tools like Average, Standard deviatio

FINDINGS AND DISCUSSION:

Information found in published
company's performance, linanck
Ereuter detail. Analysis of 1

g
TEE-HNIQUES= Analysis was done throagh Exeel gofian
m, Variance and ANOVA are used in the study.

4
1 . IDJ :
nancial stitements is often not énough o form "P"’“I’ﬂ"ﬂw"’i
!l stalements do provide impaortant clues about what ! y et

nencial statements is of interest 1o benders, ir..w:s''J“gl_sidir_iI|,/"/""sl
(1
,_w‘_._zcl:i]-""'q'i
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jers. Financial statement analysis may be done through vari i
0TS aﬂdml analys j_s ete. but ratio anal:rml:s i widely used tonl ﬁ;gr unu:;::'z:f ;: il
usiness and 1o compare its performance with mmpcli!ﬂl‘s. 'l'h‘?:art::ui:'ﬁ o
; USEE a ralio

) fgirs
ﬂ'ﬂh‘sla u‘ﬂl‘lﬂs‘ in 8 i : ;

ok : cle analvsis 1o examine work i sk

. T“I“ ,:.per‘ﬂi“ﬂ oy ing capital position and management of pharmaceutical

ﬁ::iﬁ i India.
bl (: Size wise Analysis of Working Capital Components of Sun Pharmaceutical {In Cr})
.--"""'_F‘_-_-_ :
il % in
| (S| 0|t | BT
5 Frovislens | capital
ﬂ‘gﬁrﬂiﬁz 1803 41.54 X 046 329 7.58 4341 ) 3351
ﬁﬂﬁ‘i{ll 453 2419 26 .39 474 2541 1873 T 1144
""rﬁrr 560 i&;ﬁ 738 22 .5l 1258 3821 414 12.65 nn 787 2485
jﬁ:"’ﬂ 2088 M3 | 2326 | 1328 4333 | 384 | 1283 | 3063 109 2046
_%.;_F- P 75,39 543 2231 | 431 | 1T Ba2 3459 | 24 1155 1279
,;r o0 | 364s | ss3 [3s38 | 141 | 902 W0a | IR | 1564 4233 2669
s 22,06 620 080 | 416 | 1383 25 831 | 2208 11082 844

——T "o | 4231 | 2017 a3 | 169 | 335 720 | 143 | 50399 BE3D 3RO

| t05288 | M3 03750 | 3001 47275 | 1654 | 51038 | 1932 | 29780 | 360050 626
TR 508 52766 | 1653 | 19678 [ 929 | 121355 | 439 | 42735

™ f 1204 | 61052

-;;;""‘m 20.88 453 2231 0 .46 300 758 | i34 120 844
'_M'E# gy | so42 | 2017 | 414 1328 | 4333 g43 | 3450 | s;a0 18052 3351
L

From table 1, it s inferred that the inventories hiolds majer portion in total current astets of Sun Pharmaccutical,
(in an average, Inventories holds 34% in total current assets whereas, Sundry El?l:hlf]d's & cash and bank balance
hold 30% & 17% portion respectively. Loans and advances holds 19% portion in teMal current asscls. Tbial

assels was of Rs. 2974.50, on an average, whereas current liabilities were of s 3600.50. Net working

Charend
capital was of Rs. B26,
Table 2: Size Wise Analysis Of Lupin Lid (In Cr}

Total Net
. = in Total Current ek
siin | Sundey | %in [Cash& | %l Loams & el |
Veur | bveatary | ol | B | G | Bank | GWC |Advances | GWE GWC  |Lisbillier& | capia
b
= T 1ww | m | & | % 108 367 | 2038 | 1801 :;; fm
W75 @ | o7 | s6ss | 31 | 140 34 3;““ §§l§ 1882 714
T T I A T ges {;;’ S0 3027 §74
L T 0 A T 063 | 208 L0 | 1897 1652
T T s X L I “"*‘L—~—!£'—‘T'=a a6z 1461 N0
14 ETE] 9 49 TR6D R 146 =316 :5'ﬁ -__’;.I;'.I'_F_-_“H 166 2928
E N s e 29| Lt 220 oL
I LT e S e I 0.43 ;“:3 —317 | seszen | 163350 202911
hé.“‘_;:_ T2U88F | 3404 | 200805 | 5150 | 4450 _;;_._;:' ._fa-l—ﬁ— g L I IS:I:LWT._.
455 34 37 | 4571 : | A=A T80 915
o 305 | 16415 | 10.3 -'—'.i_""u:T.i:_' 33 3,22 s | % _—
=— T1} IR.28 7iA TR T - —1"3159 | 6719 2xM
W | a0 T w | sy | ¥
Mo | 19ia [ sede | ssee | 6700 | MO 3. |
[ Lupin Lid. On

biors holds major portion in 1otal cupnent assets ©

asscls whereas. |n1-'-=ﬂl-[:|_n'¢5 Ef.l ;,:j:n "
holds 13% portion in fota il Sibssige

liabilities were of RS

F .

m"“:uhh 2, it is inferred that the sundry de

s, E‘!ﬁ- Invemories holds 52% in total current

— 1% portion.  respectively. Loans and Advances

W was of Rs. 3662 63, on an average, wWheress curment
YafRs, 202913

"I-.-___-___
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i
le M Eimwf;_.——-—-— —

Cash &] % in Loans & | % in | Togy) C“'Tet

o in | Sundry| % 0 GWC | Advanees GWC| Gwe | Liay,

: k
Year | Inveniory| e | Prebtors Gwe | Ban

Proyiy;
B 4 | 206 | 1840 145.12] 4074 B
s 738 | 1802 | 11 LT 16T 3049|5056 dosy s

oo | 2615 47 | porn )
soin] mer | 2213 | 39.113T 146 | 1616 | 3579 451 _h?ﬁﬁ“"

Jot1| M063 | 2354 | LTW } ST 1215 | 1883 |31.38] eooy —n |

o3| 1336 | 2200 | 1943 | 3238 849 51 907 | 1436] eas T—0 |
3 | 4692 | 918 | 14 —_ 1
0| 1526 | 24.16 | 296 G5 | 862 | 899 [165| a7 [

59,10 7
0] 1592 L 063 o srsy [ o1 [ 1101 | 848 [T036] Bigy |
ﬁ:i :;ﬂ STeo| 394 | 4va47 | 1268 | 1601 1009 |1282) 7871 | “no

5| 864 | 138138 | 26.50] 6091.63] 375,
1.66 | 2790.13| 43.20 | 599 163 373057
T;H I;:guﬁ JIE'J- Tiaoaz| 1199 | 47238 6.30 | 513.20 | 16.26| 1729.43 JEE";E_E:J
Minl 735 | 1802 1060 | 2615 | 47 | 116 | 848 |1036) 4053 | 5
Max] 1723 | 24.16] 4711 | 5910 | 1268 [ 16.11 | 2049 [S056| 8183 | gop,

EY

: R the sundry debtors holds major portion in total curren; ssels
m'ﬂ:l;u:vmﬁndw Dnbars holds 43% in total current assets whereas, |ﬂ1ﬂm:ﬂ‘_f;lr E"
bank balance hold 22% & 9% portion respectively. Loans and Advances holds 26% ponion i
assets, Total Current asscts was of Rs, 609163, on an average, whereas current fiabilities were of gy
Net working capital was of Rs. 2371.13 S

Table 4: Size Wise Analysis of Cipla (In Cr.)

Toial
“m | Send Yo |Cash& | %in | Leams & | "% in
i ¥ Ci
Yoar | tevemtney | Gwe | pebars | OWE | Baske | oo Advances| Gwg [Forsl GWe Sest |
.
e 1398 T84 1837 BN a3

1.04 789 354 aQTr 1347

2 :
o) 53 | e | 15 | 26 | o 1.0 2388 | 4331 514 B | Al
Ei L 1883 4511 1497 1585

B4 201 7o 1701 | 4174 2904
T e e I 0 N T TR THECEE
2014 21:3[ :DE“ °E |30 | s | 22 SB¥ | 1258 | aem2 | ams | O
wis| 3w 5:; 04 % | s [0 | wis 1073 | 4g00 | rens | M
6] Mg | Sis0 | e Tt i 396 989 | sb27 | em2 |

AND g e l].f’: e )
Mean | 23988 | 4412 nn,u“'ﬁ-f-—-%‘l_.ﬂ 715 13.88 | 5653 TLEEL B
5D | 6145 | jom “;u;j—]-—-—z-a-___:,ﬁ@_ L3 | 1009350 | 1997 | So05.85 | TIM0&
in T — ] " 0,50 | &
m_ﬁ_“-;ﬂi- 497 | 2g B 6::;;“ ek | e n J—ﬁ‘ﬂ“? T
. | 31| 2 e T—— 989 | 4102 8

LM WS | e 0

From table 4 | ; '—'—-—~—.___,____2m 433 &027 Iﬂff'_._
average, Inv..':n:t]q: J[.,nrﬁlm ot the inventory fopgs o - f Cipht
hold 35% & 10g o 3% iR total MAOF portion in total current assets of L8

Nl assery bank
illr- L‘nﬂl'.ls and Ad\"ll::hcrm' S'un'dur'_ﬁ' I}-l::b-tﬂ-rs F. 'ﬂlﬂh ﬂﬂ-ll

Irent assers
working capital wsore > 00388, on an 2 ces holds 20% portion in total curmen! ﬁ?’
5 0f Rs. -4937 VETage, whereas yrren liabilities were of Rs. !
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Table 5: Size Wise Analysis of Aurobindo Pharma (In Cr)

Total
Ciirrent

spin | Sundry | %in | Cash& | %in | Loans& | %in | Towm e
a ¥

oy | ow pebiors | GWE | lin i
o faves GwWC _ - nk | GWE | Advances | GWE | Gwe Liahilities & wﬁ.}q
oy 43, ™| 308 3 Provistomi. | 7 2
:f: e | 15| 4 | 3 0.5 j:g ‘ ::g; : g"ﬁ o i
T N T Y 1 o e
L g FIE] s | 142 3031 | 18 | 050 |62 531 | 2813 zﬁ T
B I P DRI . U LS 5 N 1O O 0 O i
e 11 3508 | 2970 | 61.02 10 .21 T3 160 | 3867 CETH] vl
-_nﬂ:-; 745 Es 24 :TW 60,34 1 0.18 231 362 | Gosh 1646 Qfﬂ
iﬁ, Y 7.0 ik | 53%8 311 504 268 408 GET2 4554 018
= FTTEL] 37.14 | 213923 | 514 | B57S 2.04 105,13 4% |4015.38 642 137338
R T 1087.16 | 693 | 110.53 | 199 | 18236 | €34 [16641]| 1418.06 | 80012
T s | 106 | 420 | 4 | 05 | 151 | 360 | e | 56 167
e 1 208 | 09 | eloz | 331 | 504 660 | 2583 | 6ar2 4554 3140
— i is inferred that the sundry debtors holds major portion in total current assets of Aurobindo
On a0 AVETAES, Sundry Debtors holds 51% in total current assets whereas, Inventory & cash and bank

o- . .
Phant hold 37% & 2% portion respectively. Loans and Advances holds 10% porticn in tetal current assels.

JancE
?:aﬂ Curent e of Rs. 401538, on an average, whereas current lisbilities were of Rs. 2642 Net
orking capital was of Rs. 1373.38
Table 6: Average Growth of Working Capital Components during Holding Period 2009.2015
—_— Sun c Dr Reddys Aurebindo
Compomnenis pharma Lupin Id Iabitratortes Cipla B
et .0.17 0.14 0.13 0.14 0.17
e et 0.02 0.2 023 0.02 02l
Cach & Bank 6.87 1.20 171 0.19 487
Loans & advances 0.27 0.07 -0.07 0.07 0,11
 Tolad current liabilities & provisions 0.65 0.13 0.17 0.2 0.53
Net working capital 0.12 0.3] 0.4 024 0.46

Aurobindo pharma has highest growth of NWC dunng holding pt:ml-d
followed by Lupin Ltd, It is negative with Sun Pharmaceutical. Averaze growth rate of current lisbilities s
bighest with Sun Pharmaceutical Followed by Aurobindo Phama. It is low with Lupin and Cipla compared to
others. Sundry debtor’s growth is negative with Sun Pharmaceutical that shows good position in credil

From table 6, it is revealed that the

maagement,
Table 7: Gross & Met Operating Cycle of Selected Companies
Sun DR Reddys In Aurobindo phasea
Vear Pharmucewtical Lupin Lt -, Laboratorits b = T
e GOC | NOC | GOC NOC GOC NOC GOC NDC :mj i
M T Y T 172 i3 313 82 52 I ji%] t
2013 EE 77 157 105 398 % 17l s 233 3
L0 3§ 148 150 %6 198 6l 157 ] :;‘-}r :E‘ ;
"'%;—: i 130 148 98 167 123 :_If:; ::—;- = =
1L 54 138 104 164 118 = = == T
-_":-E:JuT_ 132 7] 140 48 164 B3 :.l’II = ot Y
S 82 149 9% 165 i; 22 i 18 .
e RoEEE - £ 2 e imas | 2w | Les
16093 | 3035 | 1559 oTEs | 18220 | 12518 : : 3
! 2 - : e study
Pes i e Muciuating frend over | .
ek Reddys Laboratores

From (58 -
™ table 7,771 is revealed that the GOC of all the companics
e 11y Wemge GOC s highest with Aurabindo phoms e 213,73 days fﬂ“ﬂf“ﬂitg?*_ g
Eoa ;-u davs and Cipla i.e 177.54 days. NOC of Sun Pharmaceutical and _I:upm 15
"-_‘_"_1"_23 capital management compared Lo other three Phirmi cOmpanie
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Table 14: Anova Ratio of Selected Pharmg Companies %%i
ANDOVA
Source of varistion S8 df MS
Between Groups 3543319 4 BE.SR2G0
Within Groups B4795.43 40 1619836
Total G3147.76 44

P~ Value: 0.994201 a 4, 40 depres of Mreedom
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