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CHAPTER IV

r -

Ol

WORKING CAPITALJJANASEMENT IN ™E_MADHAVNAGAR COTTON PULLS LTO.^

This chapter deals with the present nature of the working 

capital position during the period 1981-82 to 1985-86. It also 

describes the assessment of working capital in respect of Inventory 

Management. An attempt has been made about analysis of working capital 

with some relevant ratios.

As defined earlier in the chapter, ’Theoretical Aspects of 

The Studyj conceptual framework of the working capital has been 

developed. Gross working capital of a business is the sum of all 

current assets uhile the net working capital refers to the excess 

of current assets over current liabilities and provisions.

Current assets are those assets which can be changed into 

cash within a short period not. exceeding a year. As against these, 

the current liabilities are those liabilities which are intended to 

be paid within a short period (normally a year). The components of 

current assets and current liabilities are as follows.

Current assets include Consumble Stores, Stock-in-Trada,

Sundry Debtors, Cash & Bank Balances and Loans & Advances. Uhile 

current liabilities are composed of Bank Borrowings, Unsecured Loans, 

Current Liabilities and Provisions and Interest accrued and due.

4.1 SIZE nr WORKING CAPITAL :

The size of working capital of the Company has been examined 

in the following manner.
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1. POSITION or CURRENT ASSETS. CURRENT LIABILITIES ANO WET

WORKING CAPITAL.

Table 4,1 given below shows the position of Current Assets, 

Current Liabilities and Net Working Capital of the Company during the 

period 1981-82 to 1985-86,

TABLE - 4,1

curreni^assei^^current^liabilities^ano^nei^uorking^capiiau
.......... «

Particulars
t

R U P E E S
»

I N
■ ■ «■

LACS

1981-82 1982-83 1983-84 1984-85 1985-86

A) CURRENT ASSETS ;

a. Consumable Stores 48.40 54.03 52.43 61 .02 51 .93
b. Stock-in-Trade 340.02 3 96.50 402.82 384.42 442.38

c. Sundry Oebtors 125.62 131 .30 119.79 228.80 256.20
d. Cash 4 Bank Balance 20.64 20.50 11 .11 56.71 17.62
e. Loans 4 Advances 75.49 98.92 79.41 60.06 204.58

Total 610.17 701 .25 665.56 791 .01 972.71

B) CURRENT LIABILITIES j

a. Rank Borrowings 319.42 3 06.36 343.08 463.29 537.48
b. Unsecured Loans 49.88 56.48 56.21 58.46 76.40
c, Current Liabilities

4 Provisions 243.74 320.94 408.73 361.95 490.04
d. Interest Accrued

4 Due, - 18.57 30.94 42.45 58.13

Tot al 613.04 702.35 838.96 926.15 1162.05

c) Net Working Capital 
( A - 8 ) (2.87) (1.10) (173.40) (135.14) (189,34)

Source : Company’s Annual Reports,

NOTE j Figures in bracket should he considered as (-) figures.



Table 4.1 indicates that the size of current assets during the 

period 1981-82 to 1985-86 had an invariable trend of rising except in 

1983-84. The figure of current assets was Rs. 610.17 Lacs in 1981-82, 

it increased up to Rs. 701 .25 Lacs in 1982-83 and then it suddenly 

decreased up to Rs. 665.56 Lacs in 1983-84. But again the current as

sets increased constantly from 1984-85. It is Rs. 791,01 lacs and 

Rs. 972.71 Lacs in 1984-85 and 1985-86 respectively.

Simil arly the currant liabilities had constantly and increas

ing trend during the period of the study. The figure of current liab

ilities was Rs. 613.04 Lacs in 1981-82, which kept increasing and 

became Rs. 1162.05 Lacs in 1985-86.

The size of net working capital had fluctuated evary year in 

an inconsistent rata. It shows negative increasing and decreasing 

trend during the period 1931-82 to 1985-86. The negative figure of 

Net Working Capital was Rs. 2.87 Lacs in 1981-82, it decreased upto 

Rs. 1.10 Lacs in 1982-83. Then it increased upto Rs. 173.40 Lacs in 

1 983-84 and immediately decreased upto Rs. 135.14 Lacs in 1934-85. 

Again there is sudden and tremendous Increase in 1985-86.

Reasons for such incosistant fluctuation in net working 

capital were ...

1. Constant increase in current assets in all the years, 

except 1 983-84 at an inconsistent rates.

2. Current liabilities bad also not shown consistent growth 

trends. As the current liabilities considerably increased in all 

years, but in 1985-86 there is a tremendous increase in the respective

sizes of current liabilities



3. Increase in current assets were mainly du® to increased

investments in inventories, but in 1985-86, investments in all compo

nents of current assets increased considerably.

4. Fluctuations in current liabilities were mainly due to
\

frequent changes cash credit arrangements with Banks, which played 

a very important role in financing the working capital in all the 

years. Similiariy increase in all components of current liabilities 

has considerably.

Table 4.2 given below clarifies, the percentage of various 

components of current assets and current liabilities and Met working 

capital to t*-? current assets.

TABLE - 4.2

CURRENT ASSETS, CURRENT LIABILITIES AND NET WORKING CAPITAL.

Particulars P E. R C E N T A G F.

1981-82 1982-83 1983-84 1984-85 1985-86

A)
a.

CURRENT ASSETS ;
Consumable Stores 7.93 7.71 7.88 7.71 5.34

b. Stock-in-Tr ada 55.73 56.54 60.52 48.60 45.48
c. Sundry Debtors 20.59 18.72 18.00 28.93 26.34
d. Cash & Bank Balance 3.38 2.92 1 .67 7.17 1 .81
® • Loans A Advances 12.37 14.11 11 .93 7.59 21 .03

Total 100.00 100.00 100.00 mo.no 100.00

9)
® *

CURRENT LIABILITIES:
Bank Sorrowings 52.35 43.69 55.55 58.57 55.26

b. Unsecured Loans 8.17 8.05 8,45 7.39 7.85
c. Current Liabilities

Sc Provisions 39.95 45.77 61 .41 45.76 60.38
d. Interest Accrued

A Due - 2.65 4.65 5.37 5.98

Total 100.47 100.16 126.06 117.09 119.47
C) NET UQRKING CAPITAL:

( A - B ) (0.47) (0.16) (26.06) (17.09) (19.47)

Source I Company’s Annual Reports.
NOTE : Figures in bracket should be considered as (-) figures.
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It la evident from the table 4.2 that the percentage of consu

mable stores to the to*al current assets Is some what unique in all 

the years except in 1985-86. But the percentage of other components 

to the total current assets in all the years is at an inconsistent 

rate, however the percentage of stock-in-trade is comparatively high 

than the other components of current assets. On an average the perce

ntage comes to 53.37. It means the compsny has blocked the large amo

unt of funds in stock.

Simil arly the percentage of total current liabilities and 

their components tc the total current assets in all years is also at 

an inconsistent rate. The average percentage of Bank Borrowings comes 

to 53.08 . It means that the compeny has borrowed the large amount 

of funds from Banks.

Such as the percentage of Met Working Cap itel to the current 

assets is not at consistent rate in all years.

Table 4.1 is supported by graph in figure 4.1. The figure gives 

the clear picture of the position of current assets, current liabili

ties and Wet Working capital of the Company during the period 1981-82 

to 1985-86.

figure 4»1 indicates that the currant assets and current liab

ilities bad a positive trend, however current liabilities are higher 

than current assets* But Net Working Capital had a negative trend 

during the period 1981-82 to 1985—86.
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2. CHANGES IN CURRENT ASSETS. CURRENT LIABILITIES AND NET

UORKING CAPITAL.

Table 4-3 clarifies the rates of changes in current assets, 

current liabilities and their impact on net working capital. It is 

analysed by treating, "Increase in Current Assets and Decrease in 

Current Liabilities will lead to increase in net working capital and 

vice versa," The following inferences have been drawn,

1, In 1982-83, both the current assets and current liabilities 

increesRd, hut increase in current assets was more than the increase 

in current liabilities which resulted in increase in working capital,

2, In 1933-84, the net. working capital decreased with a cumu

lative effect as current assets decreased and current liabilities 

increased.

3. In 1984-85, both the current assets and curfent liabilities 

increased, but increase In current assets was more than the increase 

in current liabilities which effected in increase in working capital,

4. In 1985-86, also both the current assets end current liabi
lities increased hut net working capital decreased due to more incre

ase in current liabilities than the current assets.

It is evident from Table 4.3 which shews the rates of changes 

in current assets, current liabilities snd their impact on net work

ing capital that the percentage of changes tn current assets, current 

liabilities rnd net uorking capital is at an consistent rate in all 

years. The impact of changes in current assets end current liabilities 

on net uorking capital is tremendous. In 1982-83, due to more increase 
in current assets i.e. 14.93 % than the current liabilities i.e.

14,57 % the net working capital increased by 61.67 %»
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In 1983-84 the net working capital decreased by 15663,64 % with a 

cumulative effect as current assets decreased by 5,09 % and current 

liabilities increased by 19.45 % • In 1984-85 the current assets in

creased by 18.85 % and the current liabilities increased by 10.39 % 
which resulted in increase in working capital by 22,06 %, In 1985-86 

due to more increase in current liabilities l.e, 25.4? % than the 

current assets i.e. 22.97 % the net working capital decreased hy 

40,11 %.

3. OPERATING CYCLE .

Another way of looking at the working capital requirements 

is by considering the operating cycle. Operating cycle helps in 

estimating and managing working capital requirements. Further analy

sis of operating cycle can be made by separately analysing cash 

cycle and inventory cycle. Cash and inventory cycle are components 

of operating cycle. Cash cycle and inventory cycle compliment each 

other in manufacturing and trading organisations. The exceptions are 

the financial institutions where cash is the only commodity which is 

transacted.

Inventory cycle is very important because ...

1. "Inventories generally constitute about 60 % or more of 

the current assets,

2. Inventories in the form of raw materials and stores work- 

in-progress, and finished goods contribute more than 80 % of the 

total period of the operating cycle and

3. In majority of the manufacturing and trading firms, inve- 

ntories constitute an average of 90 % of the net working capital.



In this company the invantorlas constitute about 60.60 % or 

more of the current assets and the inventories in the form of raw 

materials, work-in-process, finished goods and consumable stores 

contribute more than ?0 % of the total period of the operating 

cycle. This emboldens us to say that managing working capital is 
synonymous with controlling inventories.

There are three stages or components of the inventory cycle,

1, Raw materials and consumable stores period i.e. Storage 

of raw materials and consumable stores,

2, Conversion process period i.e. conversion of inventories,

3, finished Goods period i.e. Storage of finished goods.

However, for the purpose of operating cycle another additio

nal stage or component is added i.e. collection period i. e. sales 

and collection of receipts.

This inventory cycle and operating cycle and its periodicity 

depends upon the organisation - its purchase policies, its inventory 

policies, its conversion process and its sales policies.

It follows at once that with a given quantum of working 

capital the turnover rate can be increased by reduction in any of 

the four components of the cycle, Uhile credit availability and 

collection period depend on external market conditions, better inve

ntory management at once leads to reduction of the time in the stor

age periods. Hence the performance of the organisation can be impro

ved by better internal management itself.

Here in this section, an attempt has been made through



analysing the inventory cycle and operating cycle to judge the 

working capital requirements. These cycles have calculated through 

the following stages.

A. RAU MATERIALS AND C08SURA8LE STORE'S PERIOD.

1. RAU MATERIALS PERIOO - This period has been calculated

by the following formula.

Average Stock of Raw Raterials
Raw Material Period * ...... .............................. ........ ................

Average Oaily Consumption of R.W.

Where,
Opening Stock of

Average Stock of R.R* • ■ • .......... ............... .

Cost
Average Daily Consumption of R.W. * ———

No.

R.W* ♦ Closing Stock of B.R. 

2
of R .PI.Consumed 

of days a year

This period is presented in table 4.4

TABLE - 4.4

RAU RATERIALS PERIOO

Sr.
No. Year

RUPEES IN LACS Period

in daysAverage Stock of
R.R.

Average daily 
Consumption of R.R.

1. 1981-62 71 ,90 1.39 51 .72

2. 1902-83 113.02 1 .36 83.10

3, 1983-84 112.98 1.16 97.3 9

4. 1904-85 83.88 1 .18 71 .08
5. 1985-86 82.41 1 .16 71 .04

TOTAL 464.19 6.25 74.27

AVERAGE 92.83 1 .25 74.27

Source Company's Annual Reports



Average

1 981 -82

1982- 83

1983- 84

1984- 85

1985- 86

Average

1981- 82

1982- 83

1983- 84

1 984-85

1985-86

91

CALCULATION OF AVERAGE STOCK OF RAW MATERIAL.

Stock of R.M
Opening Stock of R.M. + Closing Stock of R.f'.

2

43.92 ♦ 99.88 ,

2

99.88 ♦ 126.17 , 

2

126.1? ♦ 99.80

2

99.80 + 67.97

2

67.97 ♦ 96.86

2

71 .90

113.02

112.98

83.88

82.41

CALCULATION Of AVERAGE DAILY CONSUMPTION OF RAU MATERIAL.

daily consumption of R.rt.

508. 98

365

499. 06

365

424. 86

365

430. 76

365

424. 16

- 1.39

• 1,36

- 1.16

* 1.18

* 1.16

Cost of 3.PI. consumed

No.of days a year

365
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2. CONSUMABLE STORES PERIOQ - This period Is calculated by 

the following formula.

Average Stock of C.S.
Consumable Stores Period

Where,

Average Stock of C.S. •

Average daily consumption of C.S.

Opening Stock of C.S. ♦ Closing Stock of C.S

Average Daily consumption of C.S. *

This period is shown in table 4.5 .

Cost of C.S. consumed 

No.of days a year

TABLE - 4,5

CONSUMABLE STORES PERIOD

Sr.
No. Year RUPEE S IN LACS Period 

in daysAverage Stock
C.S.

of Average daily consum- 
-ption of C.S.

1. 1981 -82 47.08 0.44 1C7.00

2. 1982-83 51.21 0.48 106,68

3. 1 983-84 53.23 0.36 147.86

4. 1984-85 56.72 0,46 123.30

5. 1985-86 56.47 0,64 88,23

TOTAL 264.71 2.38 111.22

AVERAGE 52.94 0.47 111.22

Source j Company's Annual Reports.

CALCULATION OF AVERAtiE STOCK OF CONSUMABLE STORES.

Opening Stock of C.S. + Closing Stock of C.S.
Average Stock of C.S

2



1981-82

1982- 83

1983- 84

1 984-85

1 985-86

45.77 ♦ 48.40

2

48.40 * 54.03

2

54.03 ♦ 52.43

2

52.43 ♦ 61 .02

2

61 .02 ♦ 51.93

2

47.08

51 .21

53.23

56.72

56.47

CALCULATION OF AVERAGE DAILY CONSUMPTION OF CONSUMABLE STORES.

Cost of C.S. consumed
Average Daily Consumption of C.S. » ....—1 ......*........................ —

No.of days a year

1981- 82

1982- 83

1 983-84

1984- 85

1985- 86

162. 84

365

178. 04

365

134. 42

365

170. 20

365

235. 14

365

0.44

0.48

0.36

0.46

0.64

3. NET RAU MATERIALS AND CONSUMABLE STORES PERIOD.

This period is calculated by the following formula.

Net R.n* and C.S. period * R.M. and C.S. period Credit period



This period la shown In tab la 4.6

TABLE - 4.6

NET RAU MATERIALS AND CONSUMABLE STORES.PERIOD

Sr.
No. Year P E R 8 0 0 I N days

R.PI.
Period

C «S .
Period

Total 
R.fl. A 
C.S.P.

Credit
Period

N.R.n. end 
C.S. Period

1 2 3 4 5 (3+4) 6 7 (5-6)

1. 1981-82 51 .72 107.00 158.72 123.67 35.05

2. 1982-83 83 .10 106.68 189.78 151.69 38,09

3. 1983-84 97.39 147.86 245.25 223.44 21 .81

4. 1984-85 71 .08 123.30 194.38 180.57 13.81

5. 1985-86 71 .04 88.23 159.27 182.82 - 23.55

SSurca : Calculated from Table No. 4.4, Table Mo. 4.5 and

Table No. 4.40

B) CONVERSION PROCESS PERIOD (i.e. TIME TAKEN FOR RAU WATERIALS 

TO BE CONVERTED INTO HNISHEQ GOODS)

This period has bear; calculated by the following formula.

Average Stock of Work in Process
Conversion Process period *     -———- .......-■■   —   - -  

Average Coat of Production per day

Where,

Opening Stock of U. i. P ♦ Closing Stock 
Average Stock of U. i. P. « of U.l.P.

2

Total Cost of Production
Average Cost of Production per day * -... ...........——.................................

No.of days a year

This period is as shown in table 4.7 •
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TABLE -4.7 

CONVERSION PROCESS PERIOD

Sr.
No. Year RUPEES 1 N LACS Period in 

day
Average Stock 

U. i. P.
of Average Cost of Pro

duction par day

1. 1981-82 129.14 3.72 34,71

2. 1982-83 138.67 3.95 35.10

3. 1983-84 116.94 3.68 31.77

4. 1984-85 130.06 4.05 32.11

5. 1985-86 142.90 4,81 29.70

TOTAL 657*71 20.21 32.54

AVERAGE 131.54 4.04 32.54

Soures i Company’s Annual Reports.

CALCULATION QE AVERAGE STOCK OF UORK-IN-PRQCESS.

Opening Stock + Closing Stock of 
Average Stock of Uork-in-Process * of U« i. P,_____________ U. i. P.

1981-82

1982-83

1 983-84

1 984-85

109*54 ♦ 148.75

2

148.75 ■e 128.60

2

128.60 ♦ 105.28

2

105.28 ♦ 154.84

2

154.84 4- 130.97

129.14

138.67

116.94

130.06

1 985-86
2

142.90



CALCULATION OF AVERAGE COST OF PRODUCTION PER DAY.

Total Coat of Production
Average Cost of production |per day * ...... ..... —..............--

No.of days a year

1 981 -82
1358.48

3.72
365

1 982-83
1444.89

3.95
365

1983-84
1345.13

3.68
365

1 984-85
1478.36

4.05
365

1 985-86
1756.77

4.81
365

C. FINISHED GOODS PERIOD ( i.e. AVERAGE PERIOD FOR WHICH THE
FINISHED GOODS ARE HELD IN STORE.)

This period is calculate! by the following formula.

Average Stock of Finished Goods.
Finished Goods Period * ......... .... *.-........ ...... ................................. ......»..................—.......

Average cost of finished goods sold per day

Where,

Opening Stock of F.G. ♦ Closing Stock 
Average Stock of Finished Goods = of F.G.

2

Total Cost of Goods Sold
Average Cost of Finished Goods Sold * —... ...... .......... ...............  ■—......-
per day. No.of days a year

This period is presented in table 4.8
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TABLE - 4.8

FINISHED GOODS PERIOD

sr.
No. Year _

RUPEE S I N LACS Period in
days

Average Stock 
Finish Goods.

of Average Cost of F.G. 
sold per day.

1. 1981 -82 77.31 3.74 20.67

2. 1982-83 116.56 3,96 29.43

3. 1983-84 169.73 3,65 46.50

4. 1984-85 179.67 4,25 42.27

5. 1985-86 188.08 4.79 39.26

TOTAL 731.35 20.39 35.86

AVERAGE 146.27 4.07 35.86

Source* t Company^ Annual Reports*

CALCULATION OF AVERAGE STOCK OF FINISHED

Opening Stock of F.G* ♦ 
Average Stock of F.G. * ............................... -■

63.24 ♦ 91.39
1981-82

2
91 77.31

1§82-83
91 .39 + 141 .73

116,56
2

1 983-84
141 .73 ♦ 197.74

169.73
2

1 984-85
197.74 161 .61

179.67
2

161.61 ♦ 214.56

GOODS,

Closing Stock of F.G,

1985-86
2

188.08



CALCULATION OF AVERAGE COST OF FINISHES GOODS SOLO PER PAY.

Average Cost of Finished Goods Sold per day

1981-82

1982- 83

1983- 84

1984- 85

1985- 86

1368.74

365
1446. 83

365
1334. 03

365
1552. 93

365
1749. 18

365

- 3.74

- 3.96

* 3,65

* 4,25

« 4.79

Total Coat of Goocfe sold 

No.of days a year

0. TOTAL INVENTORY CYCLE PERIOD,

This period has bean calculated by the following formula.
I.C.P. « N.R.M. & C.S. Period ♦ Conversion Process period ♦ F.G.Period

This period is as shown in table 4.9 .

TABLE - 4.9

I5!£S!I252L-£I£!E.J£iI22
Sr.
No. Year PER I 0 D IN DAY S Turnover

N.R.W. & 
C.S.Period

Conversion
Process
period

Finished
Goods
period

Inventory
cycle
period

in times

1. 1981 -82 35.05 34.71 20.67 90.43 4.03

2. 1 982-S3 38.09 35.10 29.43 102,62 3.55

3. 1 983-84 21 .81 31 .77 46.50 100.08 3.64

4. 1 984-85 13.81 32.11 42.27 88.19 4.13

5. 1985-86 - 23.55 29.70 39.26 45.41 8.03

Source t Calculated from Table No. 4.6, 4 *7 and 4.8 •



CALCULATION OF TURNOVER OF WORKING CAPITAL INVESTED IN INVENTORY.

Turnover of U.C. invested in Inventory

1981-82
365

4.03
90.43

1982-83
365

3.55
102.62

1 983-84

1984-85

365
m m 3.64

4.13

100.08
365

r' W

88.19

1985-86
365

8.03
48.41

E • OPERATING CYCLE PERIOD.

No. of days a year 

Period of Inventory cycle

This period has been calculated by the following formula.

Total Operating Cycle Period » Inventory cycle period Collection period 

This period is presented in table 4.10 •

It is evident from Table 4.9 showing the inventory cycle peri

od that theinventory cycle period registered a fluctuating trend duri- 

lig the period r'rom 1981—82 to 1985—86 . The period cf inventory cycle 

was 90.43 days in 1981-82 which kept increeeing and became 102.62 days 

in 1082-83, However, the period decreased to 100.08 days in 1903-84 

8nd further to 88*19 deye and 45.41 days in 1984-85 and 1985-86 respe

ctively. The fluctuations in the period of inventory cycle was due to 

the change in the period of net raw materials and consumable stores, 

conversion process and finished goods.

It is also evident from the same table that the turnover of 

working capital invested in inventory also registered e fluctuating
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TABLE - 4.10

OPERAT IH(i CYCLE PERIOD

Sr,
No.

•

Particulars
t

P E R I 0 0 I N 0
a
AYS

1981 -82 1982-83 1983-84 1984-85 1985-86

1. Inventory cycle 
period 90*43 102,62 100.08 88,19 45.41

(76,91 ) (76,96) (73.45) (64.74) (48.37)

2. Collection
period 27,15 30,73 36.17 41 .99 48.47

(23.09) (23.04) (26,55) (32.26) (51 .63 )

3. Operating cycle 
period 117*58 133*35 136,25 130,18 93*88

(100,00) (100.00) (100.00) (100.00) (100.00)

4, Indices of 
operating cycle 100.00 113.41 115.87 110.71 79.84

5. Turnover of U.C, 
in times. 3.10 2.73 2.67 2.80 3.98

SSuree j Calculated from Table No. 4.9 and Table No. 4.39 .

NOTE s Figures in parenthesis shou the percentage of I.C.P.

& collection period to operating cycle period,

trend during the overall period of the study. The turnover of working 

capital invested in inventory was 4,03 times in 1961-82 which got 

reduced to 3*55 times in 1982-83, However, the turnover increased to 

3,64 times in 1983-84 and further to 4,13 times and 8*03 times in 

1 994-85 and 1995-86 respectively. The fluctuations in the turnover of 

working capital invested in inventory took place due to changes in the 

overall period of inventory cycle*

It is evident from Table 4,10 showing the operating cycle 

period that the major portion of the operating cycle was taken by
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inventory cycle period. It is due to the nature of Cotton Textile Will, 
that, it takes a long time to convert a cotton into saleable cloth. On 
the whole inventory cycle takes more than 70 % time of the operating 
cycle. The period of operating cycle shows a fluctuating trend through
out the period of the study. The period of operating cycle was 117.58 
days in 1981-82 which kept increasing and became 136.25 days in 1983- 
84 « However, the period decreased to 130.18 days in 1984-85 and fur
ther to 93.89 days in 1985-86, The period of operating cycle varied 
from 93.88 days in 1985-86 to 136.25 days in 1983-84 farming a very 
high range of 42.37 days. This shows a very significant fluctuation 
in the period of operating cycle. The fluctuations in the period of 
operating cycle was due to the changes in the inventory cycle period 
and collection period.

It is also evident from the same Table that the turnover of 
working capital also shows a fluctuating trend throughbut the overall 
period of the study. The turnover of working capital was 3,10 times 
in 1981-82 which kept decreasing and became 2.67 times in 1983-84. 
However, the turnover increased to 2.80 times in 1984-85 and further 
to 3.88 times in 1985-86. The turnover of working capital varied from 
2.67 times in 1993-04 to 3.88 times in 1985-86, forming a very high 
range of 1.21 times. The fluctuations in the turnover of working 
capital took place due to changes in the overall period of the opera
ting cycle.

Table 4.10 is supported by graph in figure 4,2. The figure 
gives the clear picture of the inventory cycle period, collection per
iod and operating cycle period from 1981-82 to 1985-36.

It is evident from the same figure that the collection period
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continuously registered a rising trend throughout the period of the 

study, while the inventory cycle period and the operating cycle period 

continuously marked a variable trend during the period form 19B1-82 to 

1 985-86 .

4.2 WORKING CAPITAL PlftWflgEWfNT IN RESPECT OF INVENTORY

MANAGEMENT :

In this section an attempt had been made about inventory mana

gement practised by the company.

1. PLANNING - Planning is a basic and major part of ©very 

exactive job. In moat of the organisations, the materials manager can 

make significant contribution to the long-range planning. But in this 

Company, Purchase Department and Stores Department took the part in 

planning of Inventory. The material management is formerly concerned 

with short-term plenning. He develops the company's basic operating 

pten, consists of two basin components.

a. A forecasting of Revenues - This is the permit making 

organisation, it would be conventional sal«*s forecaste.

b. A Budget - This is a break-up of expenses that have been 

‘ expectet for some particular level of revenue.

Achievement of the important objectives of the inventory, the 

material planning process is very improtant one. Such objectives are -

1. Low Price 2. High Inventory turnover

3, Lou Cost of acquisition and procession. 4. Continuity 

of Supply. 5. Consistency of Quality. 6, Low pay-roll 

Cost.

The following factors are taken into consideration for planning
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process of materials in the above said company.

1. Achievements of objectives. 2. Future price and availa

bility 3. Production planning.

2. PURCHASES OF WATER1AL j The purchases of material has 

been made by the Cotton Purchase Department and Stores Department of 

the Company. The Cotton Purchase Department is concerned with purchases 

of raw material i.e. Cotton and Fan-Fade Fibre, while the Stor«f Depar

tment is concerned with purchases of consumable stores and spares parts 

required to the mills. In accordance with the established time, tested 

practice and norms laid down in that behalf, the Cotton Purchase 

Manager and Fanaging Director of the Company places the order to supp

lier. Usually a purchase Order Form end Cotton Contract Form is usad 

by the Cotton Purchases Department as shown In Table 4.11 and Table 

4.12 .

TABLE - 4.11

RAU FATCRIAL PURCHASE OR0ER FOR*

PURCHASE ORDER FORF
Purchase Note No.: ..... Date

MOHAVNAGAR COTTON FILLS LTD,, WAUHAVNAGAR.
Party’s Name —----- —---------—-—------ —-------
Quality —-------------—————

Price per Quints! —----
Delivery for Spot/Bomb ay/Fadh avnag ar '--------------- ————
Lot No. ————————----————————
Press Fark ------ ■— --------------- —------—  --------- ---------—■
Press Running No,

Payment Terms —-------———----—————  —.
Other Terms

Wills approved date ——---- -———
Remarks ———— ------- -—— ------ —  —-----
Prepared by : Fan aging Director,

Source : Company's Purchase Order Form



TABLE . 4.12

COTTON CONTRACT* FORK 
~~**~Sxibiecttr-fiimjrlf AwiMicHnn

lQo

The Madhavnagar Cotton Mills Ltd; Madhavnagar.
Oram :
MADHCONTEX

Registered Ofllec :
P. O. MADHAVNAGAR 

Dist. Sangli

Tele No. (Sangli Exchange) 
2213 Director in-charge 
2251 Manager 
2067 Business Oflke

COTTON CONTRACT

Contract No. M / Date

To
M/i.

Dear Sirt,

Wo confirm Having purchased from you the following cotton balei ( lubject to lot lample approval):

Q.v-A.x-x'nr s .

/

QTX.A.srTX'r-sr t

J&.A.TB : R«
par candy ipot Mill delivery on N. M. T. termi including all taxes.

3PJLYMS3STT t

E>H3LXir3BK.Y t

\

BROKERS :

OTHER TS2R2^0:

The quality of the cotton must be in accordance with the sample approved by us and retained 
by the Mills.

In case of difference in weight between Merchtthi’a weight note, and Mill’* weight note, the 
lower of the two will be accepted by the Mills for llnal payment

This contract is subject to general conditions on the reverse.
Thankiug you.

Yours faithfully,
•• We confirm the above ” FOR THE MAOHAVNACAR COTTON MILLS LTD.

SELLERS Director • in • charge

Source : Company’s Cotton Contract Form.
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After plaeeing the Ordtr the fallow-up is do*« by the Cotton 

Purchase Manager by using devices such as follow-up letters, Telephones 

and If required Teligrams in the mean times.

The Stores Department which is centralised collects the requi

rements from each department, which contain time, quality, quantity 

and when they require. On the receipt of requirements and considering 

the Stock Levels in the Stores, the Stores Department analyse each case 

before placing the order. It is usual for it to maintain a suitable 

record for quotations. By that they select the supplier securing high

est quality of material at lowest price and due consideration is given 

to terms and delivery dates. After selecting the supplier, the Stores 

Dept, incharge and General Manager of Purchase 4 Processing Dept, nf 

the Company places the purchase order for purchases of consumable sto

res and spare-parts required by the various departments. Usually a 

Purchase Order form is used by the Stores Purchase Department as shown 

in Table 4,13,

After placeing the order the follou-up is done by the Stores 

Dept, in-charge by using devices such as follow-up letters, telephones 

and if '•equired telegrams in the mean times,

3, RC.CCIPT Of MATERIAL s In accordance with, the Cotton 

Purchase Dept, the received material is checked and inspected by the 

inspecting Clark with reference to the purchase order. If it is as 

per the Purchase Order then he entered the material in Cotton Receipt 

Register, The Cotton Receipt Register is used by the Dept, as shown 

in Table 4,14 ,
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T ft B L E - 4.13

STORES MATERIAL PURCHASE ORDER FORM

The Madhavnagar Cotton Milts Ltd; Madhavnagar.
MILLS ft REOD. OFFICE- BOMBAY OFFICE - 8. T. U. C. No. N-31-C-5 Dawd 1-l.fW
MADHAVNAGAR, (8. 0. RLY.) Development Bunk Building C. 8 T. R. No. Bom. Sl-C-IO (Central) 
Orem: MADHCONTEX Madhavnagar, Palton Rond. BOMBAY-1 Doted 1-7-75 
Telex 10103-212 Phone 4011 to 4815 Phone 208225/20, 208820

Storei Purchate Deot.
To,-- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - :------------ ;_ _ _ _ _ _ PURCHASE ORDER

No.
Date —

Deer eir,
Subject to conditions given on reverse, Pleese, supply the tBlowing materials as specified.

Indent
No.

8r,
No.

DESCRIPTION OF ARTICLES Quantity I’HICK
Rs. Fs Per

Mil) Bill in Duplicate must some with the Hale Tax form 
No. 81 or II Am epplioeblo along with supply.

1) Delivery Period.

Approximate Cost i Re

2) Pries : Ex Worke/Qodown.'MIll Delivery;?, O. R.________
8) Selee Tax _ ________________________________
4) Mode of Despatch :

0) Payment Terms- 1) Within____ days from reoeipt of goods
2) Against L / 0
3) Document* to bo negotiated through the

gacglt Bank Ltd,Bank of Maharashtra Madhavnsgar on pnme. 
nUtion________ days D. A. Baals Without any intorost.

For Tho MadhiVnagar Cotton Mills Ltd.,

General Manager 
Purchase St Procoasing

( Please return following slip duly completed )

The Madhavnagar Cotton Mill* Ltd* Madhavnagur (Di»t-San«il}
Vnur Purchase order No._________dated • U accepted ft wiU be
executed on or before________________________________Which please note.

Yours faithfully,

Source : Company's Stores Material Purchase Order Form



TABLE - 4.14
COTTON RECEIPT REGISTER

THE WADHAVNAGAR COTTON HI LLS LTD., WADHAVNAGAR.

COTTON RECEIPT REGISTER P,No.
E.No. Date Contract No. Bill No. Name of the Party Station1 5 5 4 r r

108

Quality Bales Goods Received particulars Invoice Weight
QU. * Kg.

7 8 9 10

Actual Weight 
Gul. Kg.

Difference
Gtl Kg.

Rate
Rs. Ps

Bill Amount
Rs. Ps.

11 12 13 14

Particular Other Expenses
Rs. Ps.

Particulars Signature

i 16 17 18

Sourer i Company^ Cotton Receipt Register

In accordance with the Stores Purchase Dept, the Store-Keeper 
checks the materials uith reference to Purchase Order. Cheeking may be 
qualitative and Quantitative. Usually every materials has one or two 
sample*. Each Dept, has to check the sample and submit the report to 
the Store Dept.. Waterials which are not qualitative, as per purchase 
order, that material is returnad bask to the suppliers and these 
materials which are correct as per purchase order have been accepted.
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And the Goods Receipt Note is prepared. Generally, a Goods Receipt Note 

used by the Oept is shown in Table 4,15 •

This Goode Receipt Note is used for source of posting by the 

Account Department, Copies of Purchase Order, Goods Received Note is 

sent to Account Dept, to be chacked against each other,where the Invo

ice is vouched. If all things in the Invoice are found to be correct, 

a voucher authorising payment is prepared and entered in the Voucher 

Register and then the Voucher is sent to the Cashier for payment,

4, STORE KEEPING PROCEDURE t Store Keeping is the function 

involving proper keeping of Stocks, identifying and classifying them 

according to their nature, type and size and includes proper maintence 

of Stock records.

So far as Cotton Purchase Dept is concern the acquired mate

rial is tested with quality and quantity required by the Production 

Dept, In order to test the material the Company has established a 

separate Inspection Dept. The materials which are below the require

ments are rejected and accepted materials are recorded in the Cotton 

Receipt Register, The usual form of Register is used by the Dept, as 

already shown in Table 4.14. In this register all information related 

to materials are recorded. In addition the *Qaily Cotton & Fibre Stocks 

Report* is aleo prepared by the Dept. The report prepared by the Dept, 

is shown in Table 4.16 ,

All the accepted materials are stored in the available space 

in the Godown and is kept properly according to their nature, type & 

size.
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So far as stores purchase department is concern the accepted 

and tested as well as checked material is stored in stores-raom.

Three separate store-room are avaiable for storing and keeping the 

material. The store keeper stores the material in accordance uith 

their nature, type, quality and size. He maintains the following stock 

records.

a. jOODS RECrIPT NOTE — As and when the materials are rece

ived the said note is prepared. This note is as already in Table 4.15 

All informations related to materials are recorded in this note.

b. STORES LEDjER - The store Ledges is also prepared for 

recording of stocks of material. All relavant informations are recorded 

in this store ledger. Usually a stores ledger is used by tKe deprrtm°nt 

as shown in Table 4.17 .

TABLE ~ 4.17

STORES___LCQQRR

THE flAQHAVNAaAR COTTON ("ILLS LTD. ,I"ADHAVNA3AR.

Previous L.F, STORES LEQSER

Name of the Item

Date Page No. Name of the supplier Particulars Rate
1 2 3 4 5

Receipts Issues Balance
Quantity V slue Page No. Date Quantity

Rs. Pa.
6 7 B

Source Company rs..Store Ledger
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Totally 24 separata departmentwise store ledgers have bean 

maintained for recording the various items of materials. These Oepart- 

mentwise store ledgers are listeri in Table 4,18 •

TABLt - 4,18

DEPARTWENTWISE STORE LED 1ER

Sr,No, Ledger No, Name of the ledger

1 1 Blow Room and Carding,
2 2 Speed Frame,
n
' • 3 Rirj Frame,
4 4 Bldu Room 4 Carding (Wheels)
5 5 Speed Frame (Wheels)
6 6 Ring Frame (Wheels)
7 7 Comber,
8 8 Winding.

9 9 Auto Pirn Winding,

10 10 Weaving Plain Looms.
11 11 Weaving Auto Looms.
1 2 12 Sizing/Packing material.
13 13 Chemicals.
1 4 14 Colours.
1b 15 Folding Packing Wise.
16 16 Oil Stores,
17 17 Tool Stores.
18 18 Pip# Fittings.
19 19 Building Materials & Hardware,
20 70 Engineering Boiler.
21 21 •V* Belts.
22 22 Ball Bearings.
23 23 Flectrial Stores.
24 24 Sundry WaterfIs .

Source - Company’s Store Ledger List
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C. MATERIAL ABSTRACT - Material Abstract prepared by the 

department is as shown in Table 4.19 -

T A B L £ - 4? 9_

MATERIAL ABSTRACT

THE MADHAVNAGAR COTTON MILLS LTD., MADHAVNAGAR.

MATERIAL ABSTRACT

Sr.No. Name of the item Unit Quantity Rate Value
Rs. Ps.

1 2 3 4 5 6

Source - Company's Material Abstract.

knowing

d. STOCK REGISTER - A Stock Register is 'Iso prepared for

the stock in the Godoun. Usually a Stock Register is prepared

for ascertaining <he actual stocks with the store ledger. A Register 

is used by t.h« store department as presented in Table 4.20 •

T A C L C - 4.20

STOCK REGISTER

THE MADHAVNAGAR COTTON MILLS LTD.. MADHAVNAGAR.

STOCK REGISTER

Sr.No. Name of the item Unit Stock as on Quantity

Source - Company's Stock Register.

5. MATERIAL ISSUE PROCEDURE • In accordance with th£ raw-

material the cotton purchase department issues the materials as per
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demand of the production department. They do not use PIFO, LIFO, HIFQ# 

NIFO or any other method? of issuing materials. Book value is taken in

to consideration fo7, recording the transctlons.

In accordance with the consumable stores and spare patts the 

stores department incharge receives the requirement from several Dept. 

The requirement is h?sed on 'Store Issue Slip* which is prepared in 

triplecata. One copy is retained by the dept, requisitioning and other 

two passed to stores department. The store keeper retains one copy 

end otherls sent to accounting department. The 'Store Issue flip' is 

as shown in Table 4.21 .

The eto~e keeper issues the material against the 'Stores Issue 

Slip* which is received from several departments. If the required 

materials is not available in the store, the store keeper m?kes the 

cost of that materials and send to store department inebergs, The val

uation of such issues of material is done by PIFO method.

6, TPAN8PDRATIDN Of MATERIAL s When raw materials are purc

hased at specific market, the materials are transported by trucks upto 

railway station, and from railway stetion to plant by both railway 

and trucks for early delivery finiehed. Goods are transported by trucks 

only for quick delivery. The company expects the goods to other count

ries also, so for that the goods are transported by trucks upto Bombay.

The raw material of this mill is bulk in size but light in 

weight. Therefore materials are handled by the workers. They carry the 

raw materials from one dept.to another department by wheel lmd trolly. 

Similarly other materiel i.e. soars parts, oils, chemicals, colour etc. 

are also handled hy workers.
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7. SALES PROCEDURE OF FINISHED GOODS j Sals department is 

concerned with the sales of finished goods, General Fanager (Market ing ) 

Sales Manager (Inland Seles) and Sales Manager (Export Sales) are dealing 

with Sales of finished Goods.

The departments of cloth sales, yarn sales, waste sales and 

processing sales are separate but the slaes procedure is the same for 

all departments.

The sales department receives t.ha sales order form their agents 

and customers and records it In ’Order Register’. The Order negist.er 

is as shown in Table 4.72 .

T ft S L E - 4.22

OROER REGISTER

THE MAOHAVNAGAR COTTON HILLS LTD., HADHAVNAGAR.

ORDER REGISTER

Quality :

Indent No. Agent Name of the £erty and Place Booking late

1 2 3 4

Bales Booked Despatch Instructions Despatches Hade

$ 6 7

Source - Company's Order Register.

After receiving the orders the sales department despatches the 

goods as per the order. Following two methods have been used for sales



1. SALES THROUGH BANK APPROVED LRS j Under this method the

goods are sent, to transport company for its despatohment. Bonking of 

the goods is done by the transport company and Bank approved LB a have 

been despatched to the parties. Th# same LRs are endrosed to the Bank.

The Banks enduoses the same LRs to the concerned Agent or Party at the

delivery destination. The party or Agent gets the said LRs after pay

ing the full amount of the bill. The dilivery of the said goods la made 

to the concerned Agent or Party under the original FDC LRs.

2. SHIES THRHUiH T.I.F. BILLS SYSTEM : tinder this method the

orders ere received and then T.T,P. Bill (Telegraphic Invoice Proforma) 

is prepared by the Rales Dept. And the party is asked by telegram tn 

send the bill amount within twelve days. On receipt of the bill amount 

Lfi is sent directly to the party. The proforma is as shown in Tahle 4.23

TABLE - 4.23

1. I. P. BILL

THE PAOHAVNASAR COTTON MILLS LTD., MADHAVNAGAR

T. I. P. BILI

T.I.P.Bill No. Date Name of the Party A Place Bill Amount
1 2 3 4

Quality Wtrs Te leg raw given on Remarks

5 6 7 8

Sourcd - Company’s T. I. P. Bill
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The booking of the goods have been done and dispatched by the 

transport company. The LRs sent through post to the concerned Agent 

or Party after receipt of the bill amount. The concerned Agent or Party 

sent the hill amount through Cheques or Drafts and gets the LRs for 

deliv°ry purpose, for receipts of the bill amount the T.I.P. Receipt 

is prepared. The receipt is ae shown in Table 4.24 .

TABLE . 4.24

T, I. P. RECEIPTS

THE PADHAVNASAR COTTON PILLS LTO.,*AOHAVNAGAR.

T. I. P. RECEIPTS

Date Amount Receivable Payment Received Belenee To day’s
Billing

Balance

1 2 3 4 5 6

Source - Company’s T. I. P. Receipts.

The orders which are pending are recorded in pending order 

register. The Register is as shown in Table 4.25 .

TABLE - 4.25

PENDING ORDER REGISTER

THE PADHAVNAGAR COTTON PILLS

PENDING ORDER T

LTD., PADHAV/NAGAR

1EGISTER

Qualit y
Description
Date Opening Balance Order received Total orders Delivery

at hand made
Bal ance

1 2 3 4 5 6

Source - Company's Pending Order Register.
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further more the Daily Sales Report is prepared in this sales 

procedure* ThR report is es shown in table 4.26 .

TABLE - 4*26

5SE2SI

THE WADHAVANAGR COTTON WILLS LTD., WADHAVNAJAR 
DAILY SALES REPORT

Oat# •

Description of Goods To day’s Sal# Up-to-date sale

1 R. W. 1.

• ) Bangalore 
b) Bombay 
c} Delhi

2 Up Country Sales

3 Industrial

4 Govt. Supnly

5 Bombay Ubole-sale

6 Export (Cloth)

7 X*rn

a) Wadhavnagar
b) Bombay
c) Export

8 Pr ocessing

9 Lungi

10 General ('Jaate etc.)

GRAND TOTAL

Source - Company's Daily Sales Report.
After knowing all procedure of inventory the researcher comes

to know the types of inventary of the Company
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8. TYPFS OF INVENTORY t Types of inventory means the 

various component of inventory. The following ore *be various compon

ents of inventories of this mill.

a, RAU MATERIALS - Raw Materials is the major input into 

a manufacturing process and from the hulk which gets converted into 

output. 'Cotton' and *Man-Wade fibre* is the raw material of the 

M.C.W. ltd., Wadhavnagar, Wore than 60^ to 6S% amount of total pur

chases is invested into cotton and man-made fibre. The mill has been 

purchased the different types of cotton i.s. H^, Y-j » 0-C.H.3?

W.C.U.5 and Varlaxmi from various cotton growing states i.n. Maharash

tra, Karnataka, Gujarat, Wadbya-Pradesh, Temilnadu, Punjab, Rajasthan 

and Herayana. Similarly the Wen-made Fibre is also of two types, i.e. 

'Msecs end Polyatar havinj numher nf Qualities viz. 1.? DN, 1.5 ON, and 

3 ON. The success of the mill is depends upart the purchases o? raw 

materials.

Row materials purchased and consumed ond its stock at the end 

of the period from 1981-82 to 1985-86 is presented in Table 4.27.

It Is evident from the table given balou that, the purchases 

had a variable trend during the period of study. The figure of purc- 

hese was Rs. 566,26 Lacs In 1981-82, it decreased continuously till 

1982-84 when it was Rs. 404.02 Lacs. Tbs purchase increased Rs.416.08 

lacs in 1984-85 and further to Rs. 458.18 Lacs in 1985-86.

Similarly the consumption of raw material had * variable trend 

during 1981-82 to 1985-86, The figure of consumption was Rs. 508.98 Lacs 

in 1981-62, it decreased continuously upto Rs. 424.86 Lacs in 1983-84. 

During 1984-85 the consumption increased to Rs. 430,76 ar.d it decreased 

substantially to Rs. 424.16 Lacs in 1985*86.



TABLE 4.27

PURCHASES, CONSUMPTION & STOCK OF RAW MATERIA l

Sr.
No. Year

RUPEES IN LACS

Purchases Consumption Stock at end

1 1981-82 566.26 508.98 99.88

2 1982-83 530.32 499.06 126.17

3. 1983-94 404.02 424.86 99.80

4 1984-85 416.09 430.76 67.97

5 1995-86 458.1 8 474.16 96.86

TOTAL 2374.96 2287.82 490.68

AVERAGE 474.97 457.56 98.13

Sourea - Company's Annual Reports.

The stock of raw material at the end varied prom Rs. 67.97 Lacs 

in 1 994-85 to Ps. 126.17 tikes in 1962-83 form ini a range of Rs. 5R.20 

Lacs .

b. UORK-IN-PRGCESS - In this type of inventory includes 

uork4in-process of cotton and yarn. It means the inventory blocked in 

spinning, Meaving ,bleaching, dyeing and printing process. The invent

ory blocked in work-in-process during fhe period from 1991-92 to 

1 985-56 in as shown in Table 4.29 .

The table 4.28 indicates that the wnrk-in-process inventory 

had fluctuating trend during the throughout period of the study. The 

figure of inventory was Ds. 148.75 in 1 981-92, it decreased continu

ously till 1983—04 when it urs 9s. 108.2R tecs. Tb® inventory increa

sed Rs. 154.84 Lacs in 1994-85 and decreased 130.97 Lees in 1985-86.



TABLt , 4.28

2222rI2r£!i22EI2__122221221
Sr.
No. Year Rupees in Lacs

1 1981-82 148.75

2 1982.83 128.60

3 1 983-84 105.28

4 1984-85 154.84

5 1985-86 130.97

TOTAL 668.44

AVERAGE 133.68

Source - Company's Annual Reports.

c. FINISHED GOODS * This type of inventory means finished 

products lying in store-rooms and waiting for despatch. This invent

ory include stock of cloth, yarn and waste in sales department. The 

stock of cloth, yarn and waste at the end during the period 1981-82 

to 1985-86 is presented in table 4.29

T A B t t - 4.29

STOCK OF CLOTH, YARN & WASTE

Sr.
No* Yeer R U PEES IN LACS

Cloth Yarn Waste Total

1 1981-82 49.90 40.41 1.08 91.39

2 1982-83 95.09 45.92 0.72 141 . 93
3 1983-84 116.73 79.12 1.98 197.73
4 1 984-85 122.93 35.14 3.55 161.61
5 1985-86 163.49 48.49 2.57 214.55

TOTAL 548.13 249.08 9.80 807.01
AVERAGE 109.62 49.81 1.96 161.40

SOURCE Company's Annual Reports.
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It is evident from tha Table 4.29 that the stock of cloth had 

rising trend in all the years of the study. Stock of yarn had an incr

easing trend for the first three years of the study. It decreased to 

Ps. 35.14 Lacs in 1984-85. During 1985-86 it increased to 8s.48.49 Lacs 

On the other hand stock of uaste had fluctuating treand throughout the 

pfeoied of the etudy. It varied from 8s. .72 Lacs in 1982-83 to Rs.3.55 

Lacs in 1984-85 forming a range of 8s. 2.83 Laos.

d. CONSUMABLE STORES 4 SPARE PARTS — This type of Inventory 

included the materials which acta ss catalysts in the production pro

cess and are not directly found in output. They are useful for proce

ssing work. It included stores, spare parts, colours and chemicals 

fuel, steam coal, furnace oil. dfesel oil etc. The items of consuma

ble stores and spars parts near about 5.000. Therefore the research

er could not listed all the items of the same.

Total consumption and the stock of C.S. at the end during from 

1981-82 to 1985-86 la as shown in Table 4.30.

TABLE - 4.30

C0NSUHPTION 4_ST0CK0f COWSUWAB t£ STORES

Sr.
No. Year RUPEES IN LACS

Consumption Stock at end

1 1981-82 162.84 48*40
2 1982-83 178.04 54.03
3 1983-84 134.42 52.43
4 1984-85 170.20 61 .02
5 1985-86 235 .14 51 .93

TOTAL 880.64 267.81
AVERAGE 176.12 53 .56

Source - Company’s Annual Reports.



It is svidsnt from the Table 4.30 that the consumption of con

sumable stores had fluctuating trend during the period of the study. 

On the other hand the stock of consumable stores varied from Rs.4B.40 

lacs in 1981-82 to Rs. 61,02 Lacs in 1984-85 with forming a range of 

Rs. 12.62 Lacs.

9. SIZE OF INVENTORY } The size of inventory is presented 

in Table 4,31 .

TABLE - 4.31

SIZE..OF__INVENTORY

Sr.
No. Year Rupees in Lacs 

Inventory
Percentage o€o 
current Assets

1 1981-82 388*42 63,65

2 1982-83 450.53 64.25

3 1983-84 455.25 68.40

4 1984-85 445.44 56.31

5 1985-86 494.32 50.81

Sdurce - Company*s Annual Reports.

The above Table indicates that the size of inventory during 

the period from 1981-82 to 1985-86 had an invariable trend of rising 

except in 1984-85. The percentage of inventory to total current assets 

had also an invariable trend of rising except in 1984-85 and in 1985- 

86. The figure of inventory was Rs. 388.42 Lacs in 1981-82, it increa

sed continuously till 1983-84 when it was Rs. 455.25 Lacs. The size of 

inventory decreased to Re. 445,44 Laca in 1984-85 because the company 

reduced its level of inventory in this year. During 1985-86 the figure 

of inventory increased to Rs. 494.32 Lac due to increase in the level 

of inventory. The percentage of inventory to the total current assets



varied from 58.31 in 1984-85 to 68.40 in 1983.84 forming a range

of 12.09 percent.

Table 4.31 la supported by graph in figure 4.3 . The figure 

indicates that the inventory had an increasing trend in all years 

except in 1984-85.

10. GROWTH Of INVENTORY j To analyse the inventory in dep

th, the progressive base year percentage of growth of inventory has 

also been calculated and shown in Table 4.32 .

TABLE - 4.32

PROGRESSIVE ug^C YEAR PERCENTAGE GROWTH^ OF INVENTORY

Sr.
No. Year

rupees IN LACS Percentage
Inventory Growth

Increase (♦) / 
Oeeraase (-)

1 1981-82 388,42 - -

2 1982-83 450.53 ♦ 62.11 ♦15.99

3 1983-84 455.25 ♦ 4.72 ♦ 1.04

4 1984-85 445.44 - 9.81 - 2.15

5 1985-86 494.32 ♦ 48.88 ♦10.97

Source - Company’s Annual Reports.

It is evident from the above table that the growth of invento

ry marked a fluctuating trend throughout the period of study. The min

ute study in terms of the progressive base year percentage of growth 

however, indicated that the pace of growth of inventory has more steep 

in 1983-84 aa compared to 1985-86. And the pace of growth of inventory 

has also more steep in 1985-66 as compared to 1982-83. The progressive
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b060 year percentage was negative in the year 1984-85 which showed a 

decrease in the level of Inventories as compared to the previous year.

11. TOTAL OUTPUT AND TOTAL COST OF SALES RELATIONSHIP s The 

rise in the size of total inventory ©an also be studied in relation 

to the total output and the total cost of sales. The progressive base 

year percentages growth in the total output and the total cost of sal

es of the company have also been calculated. The total output and the 

total cost of sales alongwith the total inventory during the peri- 

06 from 1981-82 to 1985-86 are shown in fable 4.33.

TABLE - 4.33

TOTAL OUTPUT. TOTAL COST OF SALES AND TOTflL^lWVENTORY UITH PRCBRE- 
!6IVE_BASE. YEAR| PEPCENTAGES JoF^RQUThT "

Sr.
No. Year n U P E C S IN LACS

Total Output Total cost of 
Sales

Total Inventory

1 1981-82 1358.48 1368.74 388.42

2 1982-83 1444.89 1446.83 450.53
(6.36) (5.70) (15.99)

3 1983-84 1345.13 1334.03 455.25
(-6.90) (-7.79) (1 .04)

4 1984-85 1478.36 1552.93 445.44
(9.90) (16.40) (-2.15)

5 1985-86 1756.77 1749.18 494.32
(18.83) (12.63) (10.97)

Source - Company's Annual Reports.

NOTE - The figures in parenthesis present the progressive 

base year percentages of growth.

It is evident from the above table that the rise in the total 

inventory during the first three years of the study i.e. from 1981-82 

to 1983-84 was due to an increase in the total output and the total



cost of sales simultaneously• Though in 1983-84 the total output and

the total cost of sales decreased, but the total inventory increased,

because of a significant decrease in the total cost of sales without 
corresponding decrease in the total output. In the year 1984-8S the

level of inventory was reduced as compared to its previous year due to

a significant increase in the total cost of sales. However, in 1985-86

the level of inventory increased significantly as compared to the

previous year due to a significant increase in the total eutput. Table

4.33 is supported by graph in figure 4.4 , The figure shows the clear

picture of the total output and the total cost of sales slongwlth the

inventory.

The total output end the total cost of sales shown in the fig

ure 4.4 continuously registered a increasing trend in all years except 

in 1983-84. Similarly the total inventory had a rising trend in all 

years except in 1984-85.

12. ADEQUACY OF INVENTORY | The study of the size of inven

tory indicates that the increase in output and sales had pesitively 

contributed to the growth of inventory in the company. However, it does 

not disclose whether the size of inventory kept by the company had been 

adequate,inadequate or excessive in relation to their requirements. The 

study group on Hank credit observed that, "It was not the function of 

industry to carry stock in exceee of what is required for current 

operations." According to 3ames C Van Horne, "Inventories should be 

allowed to Increase till the resulting saving exceed the total cost of 

holding the edded inventory.” Although, it is difficult to lay down 

a single standard to assess in precise terms the adequacy or otherwiae 

of inventory, there are still some ratio tests which provide a good 

insight into the extent of overstocking or understocking. Pareeh Nath
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Chattopadhysy is of ths view that, " A common determinant is the 

value of inventory expressed into month coat or value of production,"* 

Hers in a subsequent section an attempt has bean made through analysing 

various ratios to judge the adequacy of Inventory as maintained by 

ths company,

13, STRUCTURE OF INVENTORY * The structure of inventory is 

usually affected by the nature of the business of a firm, A trading 

firm will have small investment in raw materials, work-in-process and 

stores and spares, A significant portion of its total inventory would 

consist of finished stock only. Public utilities may have high inves- 

tmentin stores and spares because they provide service, A manufactur

ing firm has to invest in each component of inventory, viz. rsw 

materials, work-in-process, finished stock and stores and spares. The 

share of each component in the total inventory varies from industry 

to industry. However, a proper level has to be maintained among all 

these components to exercise an effective control over investories, 

"All efforts of the management to control Inventories should aim at

maintaining various components of inventory at economic levels and
Sin proper proportions," In this company inventory consists of the 

following four categories.

I) Raw Materials, 2) Uork-ln-process•

3) Finished Goods, 4) Consumable stores*

Some of the above components need a high degree of control, 

where as others may not need a very high degree of control. The inven

tory of raw materials and stores and spares can be reduced to a level 

where it does not hamper the manufacturing process. Some of the above 

components of inventory are fastmoving while others are slow-moving.
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If excessive funds are tied up In slow moving components, it will not 

only put financial burden but also effect adversely the liquidity of 

the firm. Therefore, can efficient management of inventory must try to 

allocate funds to each component of inventory in an optimal manner.

In this section, an attempt has been made to examine the stru

cture of inventories held by the company. The structure of inventories 

has been analysed according to its components, vis. raw materials, 

uork-in-praceas, finished goods and consumable stores. The sire of raw 

materials, work-in-process, finished goods and consumable stores and 

their percentage to total inventory in the company for the period from 

1981-82 to 1985-86 are shown in table 4.34 .

TAB IE - 4.34

SIZE OF R. ., f.G♦ ANO ..CONSUMABLE. STORES,

Sr.
No. Particulars _ R U PEES I N * L A C s

1931-82 1 982—83 1983-84 1 984-85 1 985-86

1. Raw Materials 99.88 126.17 99.80 67.97 96.86
( 25.71) ( 28*00) ( 21.92) ( 15#26) ( 19*59)

2. Uork-in-process 148.75 128.60 105.28 154.84 130*97
( 38*30 ) ( 28*55) ( 23*13) ( 34*76) ( 26*49)

3. finished Goods 91.39 141.73 197.74 161.61 214.56
( 23.53) ( 31 .46) ( 43.44) ( 36.28) ( 43*41 )

4. Consumable Stores 48.40 54.03 52.43 61.02 51.93
( 12*46) ( 11.99) ( 11.51 ) ( 13.70) ( 10.51 )

5. Total Inventory 388*42 450.53 455.25 445.44 494.32
(1 00.00) (100.00) (100.00) (100.00) (100.00)

Source - Company*8 Annual Reports.

NOTE - The figures in parenthesis show the percentage of 

R.W., U.I.P., E.G.j snd C.S. to total inventory.

The above table indicate that the size of raw materials inven

tory marked a fluctuating trend throughout the petiod of the study.
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The figure of tau materials Inventory was is.99.88 lacs in 1981-82.

It increased to Re. 126.17 lacs in 1982-83. The fijure of raw materials 

decreased to Re. 99.80 lace in 1983-84 and it further decreased to Rs. 

67.97 lacs in 1984-85. During 1985-86 the figure of raw material incr

eased to Ra. 96.86 lace because of a significant increase in raw mate

rial inventory. The percentage of raw materials inventory to total 

inventory also marked a fluctuating trend throughout the period. It 

varied between 15.26 in 1984-85 and 28.00 in 1982-83. The fluctuation 

in the percentage of raw materials inventory to total inventory took 

plaee due to charges in the levels of inventories.

The same table indicates that the sire of work-in-process inv

entory registered a fluctuating trend during the period from 1981-82 

to 1985-86, The figure of work-in-process was Rs. 148.75 lacs in 1981- 

82 which kept decreasing and became Ps. 105,28 lacs in 1983-84. 

Ouring 1984-85 the figure of work-in-process increased to Rs. 154.84 

and it decreased to Re. 130.97 lacs in 1985-86. The decrease in the 

level of stock of work-in-procees was due to a significant deeresa 

the amount of work-in-process inventory. The percentage of work-in- 

process inventory to total inventory also registered a fluctuating 

trend throughput tha period. It varied between 23.13 in l983-8§ and 

38.30 in 1981-82 . Its percentage was 26.49 in 1985-86 as compared to 

38.30 in 1981-82.

It is evident from the same table that the size of finished 

goods inventory throughout tha period of the study had an invariable 

trend of rising except in 1984-85. The amount of finished goods 

inventory was Rs. 91.39 lacs in 1981-82 which kept increasing and be

came Ra.197.74 lacs in 1983-84. Tha amount of finished goods decreased 

to Ra. 161.61 lacs during the year 1984-85. However it again increased 

to Ra. 214.56 lacs In 1985-86, because of a significant increase in
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finished goods inventory. The share of finished goods inventory as s 

percentage of total inventory narked a fluctuating trend throughout 

the period of the study. It varied between 23*53 in 198t-82 and 43.44 

in 1983—84, forming a range of 19.91. The fluctuation in the percentage 

of finished goods to total inventory was due to the changes in the le

vel of other components of inventory.

The sire of consumable stores inventory ss indicated in the 

same table i.e, table 4.34 had a fluctuating tremd throughout the per

iod of the study. The absolute figure consumable stores inventory was 

Rs. 48.40 lacs in 1981*82 which increase J and became Pa. 54.03 lacs 

in 1982-83. Ouring 1983-84 the figure of consumable stores decreased 

to Rs. 52,43 lacs and it increased to Re. 61.02 in 1984-85, thereafter 

it aubstentlolly decreased to Rs. 51.93 lacs in 1985-86. On the other 

hand the percentage of consumable stores inventory to total inventory 

had an invariable trend of decline throughout the period except in 

1984-85. The percentage of consumable stores inventory was 12.46 in 

1981*82 which decreased constantly and became 10.51 in 1985-86. However 

the percentage of consumable stores inventory use increase’ to 13.70 

in 1984-95.

Table 4.34 is supported by graph in figure 4.5 , The figure 

gives the clear picture of the structure of inventories held by the 

company according to its components via., raw materials, work-in-proc- 

esa, finished goods and consumable stores during ths period from 1981- 

82 to 1985-86.

The figura indicates that the total inventory has an increas

ing trend in all years except in 1984-85. Raw Materials inventory re

gistered a fluctuating trend throughout the period of the strfidy*





Work-in-process inventory marked a variable trend during the period 

form 1981-82 to 1 985-86. Finishei goods inventory continuously regi

stered a rising trend except in 1984-85. And consumable stores inve

ntory had a variable trend throughout the period of the sbfady.

14. INVENTORY CONTROL SYSTEM * At present the company has 

followed the following techniques of inventory control.

1. FIXATION OF MNIPIUW AND fAXIfUF? LEVELS - The Cotton Purc

hase Manager, on the basis of his experience and as per production 

target and other influencing factors sets maximum and minimum level 

for raw materials i.e. Cotton and fan-made Fibre. On the other hand the 

Stores department inch ergs, on the basis of his experience and as per 

requirements of various departments and considerimj other influencing 

factors sets maximum and minimum inventory levels for consumable stores 

and other spare parts. He sets the inventory levels only for the most 

consumable items. In this regard hundred items are daily end mostly 

consumable.

2. PERPETUAL INVENTORY CONTROL SYSTEf - It represents a sys

tem of records maintained by the controlling department of the company, 

which reflects the physical movement of stocks and their current 

balance. Under thie method, stores balances are recorded after every 

receipt end issue*

A perpetual inventory has been checked by a programme of con

tinuous stock taking. But the two terms, ’Perpetual Inventory* and 

‘Continuous Stock*taking* should not be considered synonymous.

Perpetual inventory means the system of records, where as continuous 

stock taking means the physical checking of these records with actual

stock
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The above stock-taking programme has baen divided into a number 

of functional euch at counting, weighing, measuring, listing etc, and 

the work has been distributed to different members of the team. Diffe

rent section of the store have been taken up by rotation. For this pu

rpose a list showing priority of sections or stock items or both have 

been prepared. Advance notice has been given to store-keeping staff 

concerned whenever a particular stock item is verified each day. Sto

res received but awaiting inspection has not been mixed up with regu 1- 

ar stores at the time of verification. The physical stock, after 

counting, weighing or measuring, as the case may be is properly recor

ded, For this purpose separate stock verification sheets have been ma

intained to record the results of stock verification. The sheets are 

maintained date-wise so as to indicate a chronological list of items 

verified. The records are maintained up-to-date and the balance shown 

by the stores ledger are agreed with ground balance. If there are dis

crepancies, proper investigation has bean made and a report has been 

submitted. If the physical balance is greater than the balance shoun 

by the stores ledger, a Debit Note has baen prepared and stock records 

have been adjusted accordingly. Similarly, in case of shortage of 

of stock, a credit note has been prepared.

3. CLASSIFICATION AND CODIFICATION OF MATERIALS - The 

classification and codification of materials have been introduced by 

the company recently. The classification of materials has been made 

department wise. For this purpose separate 24 department wise store 

ledger have been maintained. These department wise ledgers are as alr

eady listed in table 4.18. But the codification of materials have not 

been made till today. It is only under consideration of the company.
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4, INFORMATION SYSTEM - The company hag been followed the 

information system of inventory reporting. For this purpose the poods 
Receipt Note has been prepared and has been given to the buyers to 
know the receipts of the material. Department wise daily valuation of 
consumption has been prepared. The following monthly statements have 
been prepared for the management meeting.

a. Receipt and Issue checking statement.
b. Department wise recording statement.
c. Usuage Entry Statement.

5. VALUATION OF INVENTORY - In accordance with the raw 
materials inventory i.e. Cotton and Man-made Fibre the valuation has 
been made considering the cost price of the material. But in accord
ance with the Consumable Stores Inventory the valuation has been made 
through the FIFD method of inventory valuation. Instead of these two 
methods the company has not been followed the other various methods of 
inventory valuation*



4.3 ANALYSIS OF WORKING CAPITAL j

In the previous chapter it ie clearly diacuesed iihy the analy

sis of working capital is very essential, there are many reaeons of 

analysis of working capital. Moreover to sought the answers of the 

specific questions about working capital management of the company.

The analysis of working capital has been made with some relevant ratios 

of working capital. These ratios would finally determine how current 

assets and current liabilities have been managed by the company during 

the period from 1*301-82 to 1985-86. Here an attempt has also been made 

through analysing various ratios to judge the adequacy of inventory 

as maintained by the company.

Analysis of working capital has been made through the followi

ng two ways.

1. Financial working capital.

2. Physical working capital. (Ratio analysis in Inventory 

Clanag ament)

1, FINANCIAL WORKING CAPITAL ; Under this way of analysis 

of working capital the following ratios have been calculated in detail.

a. Current Ratio. b# Quick Ratio or Acid Teat Ratio

c. Working capital Turnover Ratio. d. Current Assets Turn

over Ratio,

The shove ratios have been studied in detail and the comments 

made thereon.

a. CURRENT RATIO t This ratio has been calculated by the 

following formula.

e&uvaji u&ivsesiTY.



14y

Current Assets
Current Ratio * .... . n ..... —... ■■■

Current Liabilities

Teble 4.35 shows ths current ratio of the company during the 

period from 1981-82 to 1985-86,

TABLE - 4.35

-SJULS-iJLI__ S-A-IJLSL
Sr.
Ho.

Year RUPEES
Current
Assets

IH LACS
Current
Liabilities

Ratio in 
Times

1 1981-82 610.17 613.04 0.99:1

2 1982-83 701 .25 702.35 1 :1

3 1983-84 665.56 838.96 0.79:1

4 1984-85 791 .01 926.15 0.85:1

5 1985-86 972.71 1162.05 0.83 :1

TOTAL 3740.70 4242.55 0.88:1

AVERAGE 748.14 848.51 O.R8:1

Souree - Company’s Annual Reports.

£
* A Current Ratio of 2:1 is considered as satisfactory*. How

ever the size of working capital depends upon many factors, therefore 

a standard or a common current ratio can not be treated as optimum 

for all types of Business, Industrial and Trading undertakings. 'But.
7

the bankers in India and abroad treat a minimum of 2 as a standard'.

It is evident from the above table that the table does not 

justify this standard of current ratio as the current ratio has been 

ranging between 0.79:1 to 1:1 during the period of the study. On an 

average the current ratio is 0*88:1. The current ratios are 0.99:1,

1 :1, 0.79:1, 0.85:1 and 0.83:1 in the year 1981-82, 1982-83, 1983-sR4,
/ "V ' '

•ry
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1984-85, and 1985-86 respectively. These figures indicate that the 

company is trying to keep current ratio at a very low level. But it is 

very difficult to generalise that the current ratio must be maintained 

at 2:1 because most of the units did not have a fixed policy regarding 

their liquidity.

It is also said that as regards the industrial concerns with 

larger investments in fiaed assets and very low activity eye If, the 

ideal level of this ratio may fall from 2:1 to 1,5:1 or around even 

below 1,5:1, ‘Sometimes a current ratio lower than 2:1,happens to be
I Q

the result of an effective utilization of working capital as well.

b. QUICK RATIO OR AGIO TEST RATIO

ted by the following formula .

Quick Assets
Quick Ratio

Quick Liabilities

This ratio is ealcula-

Where,

Quick Assets « Current Assets - (Stock ♦ Prepaid Expenses)

Quick Liabilities =* Current Liabilities -(Overdrafts ♦ Accrued Exp*)

This ratio is presented in fable 4,36,

*A quick ratio of 1:1 is considered s feir indication of the
Q

good current financial condition of a business enterprise,* But table 

4,36 does not justify this standard of quick ratio as the quick ratio 

has been ranging between 0,47:1 to 0.86:1 during the period from 1981- 

82 to 1985-86, The average quick ratio is 0,72:1. The quick ratios 

are 0.74:1, 0.66:1 , 0.47:1 , 0.85:1 and 0.86:1 in the year 1981-82,

1 982—83, 19B3—84, 1984—85 3nd 1995-86 respectively. These figures
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TABLE

QUICK R

s-iU3L.

A T I 0

Sr.
No. Year RUPEES IN LACS Ratio in

Quick
Assets

Quick
Liabilities

T imas

1 1981 -82 219.56 293 .21 0.7411

2. 1982-83 248,79 374.00 0.66*1

3 1983-84 208.28 435,51 0.47*1

4 1984-85 343.27 400.56 0,85*1

5 1985-86 475.44 552.06 0.86*1

TOTAL 1495.34 2055.34 0.72*1

AVERAGE 299.06 411.06 0.72*1

Source - Company’s Annual Reports,

A. calculation OF QUICK assets

Sr. Year Current Assets Stock Prepaid Quick
No. Expenses Assets

1 1901-82 610.17 388.42 2.19 219.56

2 1 982-83 701 .25 450,53 1,93 248.79

3 1983-84 665,56 455,25 2.03 208,28

4 1984-85 791 .01 445.44 2.30 343.27

5 1985-86 972.71 494.31 2.96 475,44

Theee figures indicate that the company has not been able to

meet their current obligations i.e. quick liabilities from quick

assets as in sll the years over all quick ration ia below 1 *1 . As

quick liabilities arc more than the quick assets the company has not 

been financially strong. So the liquidity position of the company ia

very poor
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8. CALCULATION Of QUICK LIABILITIES i

Sr.
No. Year Current

Liabilities
Overdrafts Accrued 

Exp 8.
Quick
Liab.

1 1981 -82 613.04 319.42 0.41 293.21

2 1982-83 702.35 306.36 21.99 374.00

3 1983-84 83 8.96 343.08 60.37 435.51

4 1984-85 926,15 463,29 62,30 400.56

5 1985-86 1162.05 537.48 72.51 552.06

c. WORKING CAPITAL TURNOVER RATIO j This ratio has been 

calculated by the following formula.

Net Sales
WORKING CAPITAL TURNOVER RATIO * ----------------------------;-------

Net Working Capital

This ratio is as shown in the Table 4.37,

TABLE - 4,37

WORKING CAPITAL TURNOVER RATIO

Sr.
No. Year RUPEES IN LACS Ratio in

T imes
Net Sales Net Working 

Capital

1 1981-82 1433.59 ( 2.87) (499.50)

2 1982-83 1536.67 ( 1.10) (73 96.97)

3 1 983-84 1275,07 (173.40) ( 7.35)

4 1 984-85 1525.03 (135.14) ( 11.28)

5 1 995-86 167*7.09 (189.34) ( 8.BS)

TOTAL 7447.45 (5 01 .45 ) ( 14.83)

AVERAGE 1489.49 (100.37) ( 14.03)

Source - Company’s Annual Reports.

NOTE - figures in bracket should be considered as (-) 

figures.
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The working capital turnover ratio as shown in Table 4.3? 

continuously registered a fluctuating trend throughout the period of 

the study. The turnover ef working capital varied form (1396,97) in 

1982-83 to (7.35) in 1983-84, forming a range of (1389.62). The turn

over ratio was (499.5 0) in 1981-82, which decreased to (1396.97) in 

1982-83. In 1983-84 there has been significant increase in the turnov

er ratio i.e. (7,35) due to a significant decrease in thp N.U.C. of 

the company. During 1984-85 the turnover ratio decreased substantially 

and was (11.28). In 1985-86 it improved and became (8.85), The reason 

of constant variation in the uorking capital turnover ratio was that 

the constant increase in net sales in all the years of the study 

except in 1983-84 and 1984-85, while the net uorking capital had a 

constantslly increasing and decreasing trend during the overall period 

of the study.

d. CURRENT AS8ETS TURNOVER RATIO j This ratio has been calc- 

culatad by the following formula.

Sales Revenue
Current Assets Turnover Patio * ------........ —.

Current Assets

Table 4.38 shoua the fiurrent Assets Turnover Ratio of the 

company during the period from 1981-82 to 1985-86,

It is evident from the table 4.38 that the current assets 

turnover ratio continuously registered a declining trend throughout 

the period of the study expept. in 1984-85. The turnover of current 

assets varied from 1.72 In 1985-86 to 2.34 in 1 981-82, forming a ran

ge of 0.62. The turnover ratio was 2.34 in 1981-82, which constantly 

decreased upto 1983-84 and was 2.19 and 1.91 respectively. The reason
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TABLE - 4.38

CUR RE NT ASSET5 T URN QV ER _ RAT 10

Sr. Ye ar HUPE E S IN LACS Ratio in TimesNo. Sties Revenue Currant Assets

1 1981-82 1433.59 610.17 2.34

2 1982-83 1536.67 701 .45 2.19

3 1 983-84 1275.07 665.56 1.91

4 1984-85 1525.03 791.01 1 .92

5 1985-86 1677.09 972.71 1 .72

TCTAL 7447.45 3740.70 1 .99

AVERAGE 1489.49 748.14 1.99

Source - Company's Annuel Reports,

for the decrease in the turnover ratio during the first three years

of the study was the increase in the level of current assets wit he Aft

a cprrespending significant increase in sales. In 1984-85 there has

been a increase in tH® turnover ratio i.e. 1.92 due to a significant

increase in the sales of the company. Ouring 1985-86 the turnover

ratio decreased the substantially and was 1 .72 due to a substantial

increase in the current assets of the company.

2. PHYSICAL WORKING CAPITAL (RATIO ANALYSIS IN INVENTORY

WANAGF-W.NT) : Under this way of analysis op working esoi—

tal the following rations have bean calculated in detail.

a. Debtors Turnover Ratio.

b. Creditors Turnover Ratio.

C. Inventory to Working Capital Ratio.

d. Net Sales to Inventory Ratio.

e. Inventory Turnover Ratio.
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f. Percentage of Inventory Turnover.

The above ratios have been studied in detail and comments made

thereon.

a. DEBTORS TURNOVER RATIO : This ratio has been calculated 

by the following formula.

Oebtora Turnover Ratio
Average Debtors 

Average Daily Credit Sales

Uhere,

Average Debtors * 

Average Daily Sales

Opening Debtors ♦ Closing Debtors.

2
Total Credit Sales 

365

Table 4.39 shows the Debtors Turnover Ratio duping the period 

from 1981-82 to 1985-86.

TABLE - 4.39

DEBTORS TURNOVER RATIO

Sr.
No. Tear RUPEE S IN L A C S Ratio in 

DaysAverage Debtors Average Daily 
Sales

Credit

1 1981-82 105.92 3,90 27.15

2. 1982-83 128.46 4.18 30.73

3 1983-84 125.54 3.47 36.17

4 1984-P5 174.29 4.15 41 .99

5 1 985-86 221.55 4.57 48.47

TnT A t 755.76 20.27 37.28

AVERAGE **51 .15 4.0* 37.28

Source — Company's Annual Reports.
NOTE : As cash sales and ere iit. sales are not maintained separ

ately, it is assumed as per the informations given by 
accounting authority of the company thatthe cash sales are 
0.5Jf and credit sales are 99.5% of the total sales.
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A, CALCULATION OF AVCRAiiC DEBTORS j

Average Oebtors
Opening Debtors ♦ Closing Debtors

2

1981- 82

1982- 83

1983- 84

1984- 88

1 985-88

86.23 4- 125.62

2
125.62 ♦ 131 .30

2
131 .30 ♦ 119.79

».

119.79 ♦ 228.80

2

228.80 ♦ 214.30

2

* 105.92

* 128.46

* 125,54

* 174.29

« 221 .55

B. CALCULATION OF AVELRAUE. DAILY CREDIT SALES.

Total Credit Sales
Average

1981-82

Daily Credit Seles

1426.42

m

3.90
365

1982-83
1528.99

4.18
365

1983-84
1268.69

3.47
365

1984-85
1517.40

4.15
365

1985-86
1668,70

4.57
365

t

The Debtors Turnover Ratio as shown in Table 4.39 continuously 

registered a rising trend throughout the period of the study. The turn

over of debtors varied ftew 27.15 days in 1981-82 to 48.47 days in 

1985-96, forming range of 21.32 days. The turnover ratio was 

27.15 in 1981-82, which constantly increased upto 1985-86 and was 30.73,
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36.17, 41.99 and 49.47 respectively. The reason of a constant increa

sing trend in the turnover of debtors use that the relative speed of 

increase in average debtors in all the years except in 1993-84 was 

higher than the speed of increase in average daily credit sales in all 

the years except in 1983-84 and 1984-85 # These increasing changes in 

the turnover ratio indicate that the company’s credit policy or its 

ability to collect its receivables la changing year to year.

b. CREDITORS TURNOVER RftTIO t This ratio is calculated by

the following formula. 

Creditors Turnover Ratio
Average Creditors

Average Daily Credit Purchases

Where,

Average Creditors * 

Average Daily Credit

Opening Creditors ♦ Closing Creditors

2
Tot el Credit Purchases

Purchases * ............. .... -.... ■ ..... .......
365

It is evident from the Table 4.40 that the creditors Turnover 

Patio has a variable trend throughout the period of the study. The 

turnover of creditors varied fuom 123.67 days in 1981-8? to 223.44 days 

in 1983-84, forming a range of 99.77 days. The turnover rrtio was 

123.67 in 1901-82. The ratio increased to 151.69 in 1982-83 and it fu

rther ircmased e ign i f leant ally to 223.44 in 1983-84. The reason for 

the increase in the turnover ratio during the first three years of the 

study was that the relative speed of increase in average creditors wet 

higher than the speed of increase in overage daily credit purchases.

In 1984-86 there has been a significant decrease in the turnover ratio 

i.e, 18(1.57 due to a significant increase in the average daily credit



this ratio is presented in Table 4,40 ,

T ft B L C - 4,40

CREDITORS TURNOVER RATIO

Sr• Year R U P ErE 3 IN LACS Ratio in Days
flio• Average Creditors Average Daily

Credit Purchases

1 1901*82 211.49 1.71 123.67

2 1982-83 253 .33 1 .67 151 .69

3 1983-94 321.76 1 .44 223.44

4 1984-85 325.04 1 .80 180.%7

5 1985-86 367.47 2.01 182.82

TOTAL 1479,09 8.63 171 ,38

AVERAGE 295.81 1 .72 171 ,38

Source

«* ^am55* «»2? aa£* am** am SSam2*

- Company's Annual

—5= a.3—** —a — ——~ —— —*= szaSa;

Reports•

Noto: - As cash purchases and credits purchses are not
maintained seperately, It is assumed, as per tbs informations given 

by accounting authority of the company that the cash purchases are 
25% and credits purchases are 75% of the total purchases.

A, CALCUTION OF AVERAGE CREDITORS j

Average Creditors • °Pen*r,3 Creditors ♦ Closing Creditors

1481-82- 205.68 ♦ 217.31

1982-83 *
2

217.31 ♦ 289.35

2

1 983—84 ** 289.35 + 354.17

2

1984-85 » 354.17 ♦ 295.91

1985-86 *
2

295.91 ♦ 439.04

“ 211.49.

« 253.33.

- 321,76.

* 325.04.

* 367.47.

2

2
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8. CALCULATION OF AVERAGE DAILY CREDIT PURCHASES

Average Daily Credit Purchases

626.43
1 981-82 as

365
m 1 .71

1982-83
611.75

1.67
365

1983-84
528.62

1 .44
365

1 984-85
657.40

1 .80
365

1 985-86 m
735.71

2.01
365

Total Credit 

365

Pur eharea

purchases of the company. During 1985-86 the turnover ratio

increased slightly and was 182.82 due to a relative increase in the 

both. These variable figures of turnover ratio indicst» that the comp

any is enjoying better credit period from its suppliers.

c. INVENTORY TO WORKING CAPITAL RATIO j This ratio has been 

calculated hy the following formula.

Closing Inventory
Inventory to Working Caoital Ratio * ----- '-------  ... ........ ....

Net Working Capital

Table 4.41 shows the ratio of inventory to working capital.

The Inventory to working capital Ratio as shown in Table 4.41 

continuously registered a fluctuating trend throughout the period of 

the study. The ratio of inventory to working capital varied from 

(409.57) in 1982-83 to (2,61) in 1985-86, fortninq a range of (406.96). 

The ratio was (135.33 ) in 1991-82 which decreased substantially to 

(409.57) in 1982-83, the lowest of period of the study. In 1983-84
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TABLE - 4.41

INVENTORY TO UORKINGCAPITALRATIO

St •
No * Year rupees in LACS

Closing Inventory Net Working 
Capital

^ i o in f iRiflio

1 1981-82 388.42 ( 2.87) (135.33)

2 1982-83 450.53 ( 1.10) (409.57)

3 1983-84 455.25 (173.40) ( 2.62)

4 1984-85 445.44 (135.14) ( 3.29)

5 1985-86 494.31 (189.34) ( 2.61)

TOTAL 2233.95 (501 .85 ) ( 4.45)

AVERAGE 446.79 (100.37) ( 4.45)

SBurce - Company’® Annual Reports.

NOTE - Figures in bracket should be considered as (-) 

figures.

there bee been a significant increase in the inventory to working 

capital ratio i.e. (2.62) due to a significant decrease in the net 

working capital of the company. During 1984-85 the ratio decreased 

substantially and was (3.25). In 1905-86 it improved and hecame (2.61), 

the highest of the period of the study. The reason of constant, fluct

uation in the ratio of inventory to working capital was that the 

constant increase in closing inventory in all the veers except in 

1984-85, while the ret working capital had const ant si J.y a variable 

trend during the period of the study*

d. NET SALES TO INVENTORY RATIO * This ratio is calculated 

by the following formula.
Net Sales

Net Sales to Inventory Ratio ■ ................................. .
Closing Inventory.



This ratio is ass shown in tha Tabla 4.42

T ft B L E - 4.42

NCT__SALES__JO__ INVENTORY _RftTIP

Sr.
No. Year R U P E E S IN LACS Ratio in

Nat Sales Closing Inventory T imes

1 1981-82 1433.59 388.42 3.69

2 1982-83 1536.67 450.53 3.41

3 1983-84 1275.07 455.25 2.80

4 1984-85 1525.03 445.44 3.42

5 1985-86 1677.09 494.31 3.39

TOTAL 7447.45 2233.95 3.33

AVERAGE 1489.49 446.79 3.33

Source - Company’s Annual Reports.

It is evident from the Table 4.42 that the ratio* of net 

sales tn inventory hea continuously a variable trend throughout the 

period of the study. Tt varied from 2.SO times in 1983-R4 to 3.69 

times in 1981-82, forming a range of 0.89 times. It was 3.69 times 

in 1 981-82. The ratio decreased to 3.41 times in 1982-83 and it 

further decreased to 2.80 times in 1983-84 • The net sales to * in

ventory ratio increased significantly tc 3.42 times 1094-9T. During 

1985-86 the ratio decreased slightly and became 3.39 times. The 

reason for tha decrease in the ratio of net sales to inventory during 

the first three years of the study was the significant increase in 

the level of sales except in 1983-84 without a corresponding signif

icant Increase in* the inventory, while the reason for the increase 

in the ratio during 1984-85 use e substantial decrease in the inven

tory of the company. In 1985-86 due to a significant incrose In sales 

without corresponding significant increase in the inventory the ratio



of net sales to inventory has been slightly decreased

iOt)

e. INVENTORY TURNOVER RATIG : This ratio has been calcu

lated by the following formula.

Inventory Turnover Ratio
Net Sales

Average Inventory

Uhere,

Average Inventory
Opening Inventory + Closing Inventory

n

This ratio is presented in Table 4,A? . 

T ft U C - 4,4?

INVENTORY TURNOVER RATIO

Sr,
No. Year

RUPEE S IN LACS
Patio in Times

Net Sales Average Inventory

1 1981—82 1433 ,59 325,45 4.40

2 1982-03 1536.67 419.4B 3.66

3 1983-84 1275.07 452.89 2.81

4 1984-85 1525.03 450.35 3.38

5 1985-86 1677.09 469.88 3.56

TOTAL 7447.45 2118.05 3.51

UvERAaE 1489.49 423.61 3.51

Source - Company's Annual Reports,

CALCULATION OT AVERAGE INVENTORY :

Average Inventory
Opening Inventory ♦ Closing Inventory

n   I'll   ■■■■-     ■■.■■■■■ -             ■!. wm mmmm mummmmm

2
262.47 ♦ 388.42

1 981-82
2

325.45



1982- 83

1983- 84

1984- 85

1985- 86

388.42 450.53

2
450.53 ♦ 455.25

2
455.25 ♦ 445.44

2
445.44 ♦ 494.31

2

419.48

452.89

450.35

469.88

The Inventory Turnover Ratio as shown in the Table 4.43 

continueualy registered a fluctuating trend throughout the period 

of the sfetidy. The turnover of inventory varied between 2.81 times 

in 1983-84 and 4.40 fines in 1981-82. It had a downward trend during 

the first three years of the study i.e.t from 1981-82 to 1983-84.

However, it had a upward trend during the last two years of the 

study. The inventory turnover ratio was 4.40 times in 1981-82, it 

decreased continuously till 1983-84 when it was 2.81 times. However, 

the turnover of inventory improeed to 3.38 times in 1984-85 and 

further to 3.56 times in 1985-86. The reason for the decrease in the 

turnover ratio during the fisst three years of the study was the 

significant increase in the level of inventory without a correspond

ing significant increase in sales, while the reason for the increase 

in the turnover ratio during the last two years of the study was s 

substantial increase in sales of the company.

f. PERCENTAGE OF INVENTORY TURNOVER * This ratio is 

calculated by the following formula.

Average Inventory
Percentage of Inventory Turnover * —... ............... .. .................. .. X 1 00

Net Sales

This ratio is presented in Table 4,44
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TABLE - 4.44

PERCENTAGE Of_ INVENTORY TURNOVER

Sr.
No. Year

R U p cIS IN LACS Ratio in
Average Inventory Net Sales Percentage

1 1981-82 325,45 1433.59 22.70

2 1982-83 419,48 1536.67 27.29

3 1983-84 452.89 1275.07 35,51

4 1984-85 450,35 1525.03 29.53

5 1985—86 469.88 1677.09 28.01

TOTAL 2118.05 7447.45 28.43

AVERAGE 423.61 1489.49 28.43

Source - Company’s Annual Reposts.

It is evident from the fcabove Table that the percentage of 

Inventory Turnover had continuously a variable trend throughout the 

period of the study. The percentage of inventory turnover varied 

from 22.70 percent in 1981-82 to 35.51 percent in 1983-84, forming 

a range of 12.81 percent. It had a upward trend during the first 

three years of the study i.e. from 1981-82 to 1983-84. However, it 

had a downward trend during the last two years of the study. The 

percentage of inventory turnover was 22.70 percent in 1981-82, which 

constantly increased upto 1983-84 and was 27.29 percent and 35.51 % 

respectively. However, the percentage of inventory turnover decreas

ed significantly to 29.53 percent in 1984-85 and further slightly to 

28.01 % in 1985-86.

In order to get purposeful information, the Inventory Turn

over Ratio aid the percentage of Inventory Turnover has been analy

sed, for each individual item or for each group of items or accord—



ing to it® components,vir., raw materials, work-in-process, finiehed 

good®, and consumable stores. Therefore, the following ratio® have 

been calculated in detail.

a. Raw Material# Inventory Turnover Ratio.

b. Uork-in-0rocess Inventory Turnover Ratio.

c. finished Qoods Inventory Turnover Ratio.

d. Consumable Store® Inventory Turnover Ratio.

The above ratios have been studied in detail and comments 

made thereon.

a. RAW MATERIALS INVENTORY TURNOVER RATIO :

This ratio has been calculated by the following formula.

Cost of R.M. consumed
Raw Materials Inventory Turnover Ratio “ ....... -........................

Avesege R.M. Inventory.

Where,

Opening R.M.Inventory ♦ Closing R.M. 
Average Raw Materials Inventory ■ Inventory

2

This ratio is a# shown in the Table 4.45.

T A B L E - 4.45

RAW MATERIAL INVENTORY TURNOVER^RATIO
&r. Year RUPEES IN LACS Ratio in TimesNo. Cost o^ ri.M.

Consumed
Average R.M.

Inventory
1 1981*82 508.98 71 .90 7.07
2 1982-83 499.06 113.02 4.41
3 1983-84 424.86 112.98 3.76
4 1984-85 430.76 83.88 5.13
5 1985*86 424.16 82.41 5.14

TOTAL 2287.82 464.19 4.92
AVERAGE 457.56 92.83 4.92

Source - Company's Annual Reports.



CALCULATION Of AVERAGE RAU MATERIAL TURNOVER |

Average

1981-82

1982- 83

1983- 84

1984- 85

1985- 86

Raw Materials Inventory

43.92. ♦ 99.88

2
99.88 ♦ 126.17

2
126.17 ♦ 99.80

2
99.80 ♦ 67.97

2
67.97 ♦ 96.86

2

Opening R.M.Inventory + Cloelng R.M, 
______________________________Inventory

2

71.90

113.02

112.98

83.88

82.41

The Raw Materials Inventory Turnover Ratio aa presented in 

the table 4.45 continuously marked e fluctuating trend throughout 

the period of the study. The turnover of raw materials inventory 

varlei between 3.76 times in 1983-84 and 7.07 times in 1981-82* It 

had a downward trend during the first three years of the study i.e. 

from 1981-82 to 1983-84. However, it had a upward trend during tlhe 

lest two years of the study. The raw materials inventory turnover 

ratio was 7.07 times in 1981-82, which constantly decreased upto 

1983-84 and was 4.41 times and 3.76 times respectively. However, the 

turnover of raw materials inventory in crease 1 significantly to 5.13 

times in 1984-85 and further slightly to 5.14 times in 1985-86. The 

reason for the decrease in the turnover ratio during the first three 

years a* the study was the significant decrease in the cost of raw 

materials consumed without a corresponding decrease in the average 

raw materials inventory, while the reason for the increase in the 

turnover ratio during the last two years of the study was substantial



decrease in th8 level of average raw materials inventory

b. U0RK-tN$P80CESS INVENTORY TURNOVER RATIO i

This ratio is calculated by the following formula.
Cost of Product ion (Wfg )

Work-in-Process Inventory Turnover Ratio *   —................—-  
Average Work-in-Process 

Inventory

Where,

Average Uork-in<fProcess 
Inventory

Opening Uork-in-Proce Inventory + Closing
U,I.P,I

2

Table 4,46 showe the Work-in-Proceaa Inventory Turnover

Ratio during the period 1981-82 to *
V

O
to1
inC

DO
'

TABLE - 4.46
WORK -IN-PROCESS INVENTORY TURNOVER RATIO

Sr, Year RUPEES IN LACS Ratio in
No. Cost of Production Average Uork-ln- 

Process Inventory
Times

1 1981-82 1358,48 129,14 1 0.51

2 1 982-83 1444.89 138.67 10.41

3 1983-84 1345,13 116,94 11.50

4 1984-85 1478.36 130.06 11.36

5 1985-86 1756.77 142.90 12.29

TOTAL 73 83 .63 657.71 11.12

AVERAGE 1476.72 131.54 11 .12

Source - Company's Annual Reports*

CALCULATION OF AVERAGE WORK-IN-PROCESS INVENTORY j
Opening Uork-in-procesa+ Closing U,i.P 

Average Work-in-Process m Inventory Inventory
Inventory ................... 2
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1981-82

1 982-83

1983- 84

1984- 85

1985- 86

109.54 ♦ 148.75

2

148.75 ♦ 128.60

2

128»60 105.28

2
105.28 4- 154.84

2

154.84 ♦ 130.97

2

129.14

138.67

116.94

130.06

142.90

The Uork-in-Procesa Inventory Turnover Ratio as shown in 

table 4.46 continuously registered a fluctuating trend throughout 

the period of the study. The turnover of work-in-process inventory 

varied from 10.41 times in 1982-83 to 12.29 times in 1985-86 forming 

a range of 1.88 times. The turnover ratio was 10.51 times in 1981-82, 

which decreased slightly to 10.41 times in 1982-83, the lowest of the 

period of the study. In 1983-84 there has been an increase in the 

turnover ratio i.e. 11.50 times due to a significant decrease in the 

level of average work-in-process inventory of the company. Ouring 

1984-85 the turnover ratio decreased slightly and was 11.36 times.

In 1985-86 it improved and became 12.29 times, the highest of the 

period of the study. The reason of constant fluctuation in the ratio 

of work-in-process Inventory turnover was that the constant increase 

in the cost of production in all the years except 1983-84, while the 

level of average work-in-process inventory had constantly a variable 

trend during the overall period of the study.

c. FINISHED GOODS INVENTORY TURNOVER RATIO :

This ratio is calculated by the following formula.

Coat of F.D. Sold
F.G .Inventory Turnover Ratio * —.... ............................ ........ ..

Average F.D. Inventory.
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Uheref

Average F«G • Inventory
Opening F,G .Inventory ♦ Closing F.G. 
_________________________________ Inventory

2

This ratio is presented in Table 4.47

TABLE - 4.47

FINISHEOJlOOPS INVENTORY TURNOVER RATIO

Sr.
No. Year

RUPEES IN LACS Ratio in
Cost of f#G e 

Sold
Average F.G .

Inventory
T imes

1 1981-82 1368.74 77.31 17.70

2 1982-83 1446,83 116.56 12.41

3 1983-84 1334,03 169,73 7.85

4 1984-85 1552.93 179,67 8.64

5 1985-86 1749.18 188.08 9.30

TOTAL 7451.71 731.35 10.18

AVERAGE 1490.34 146.27 10.18
........................k

Source - Company^ Annual Reports.

Average

CALCULATION OF AVERAGE FINISHED GOODS INVENTORY

Opening F.G .Inventory ♦ Closing 
F.G .Inventory * —...—..■—............. ............—.. .... ...................

2

F.G.Inventory

1981-82

1982-83

1933-84

1984- 85

1985- 86

63.24 ♦ 91 .39

2

91 .39 ♦ 141.73

2

141.73 ♦ 197.74

2
197.74 + 161 .61

2
161.61 •*- 214.56

2

■ 77.31

- 116.56

- 169.73

* 179.67

- 188.08
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The Finish#?! Goods Inventory Turnover Ratio as presented In 

the table 4.4? continously marked a fluctuating trend throughout the 

period of tha study. The turnover of finished goods inventory varied 

between 7.85 times in 1983-84 and 17.70 times in 1981-82, It had a 

downward trend during the first three years of the study i.e., from 

1981-82 to 1983-84. However, it had a upward trend during the last 

two years of the study. The finished goods inventory turnover ratio ‘ 

was 17.70 times in 1981-82, which constantly decreased upto 1983-84 

and was 12.41 times and 7.85 times respectively. However, the turn

over of finished goods inventory increased to 8.64 times in 1984-85 

and further slightly to 9.30 times in 1985-86. The reason for the 

decrease in the turnover ratio during the first three years of the 

study was the significant increase in the level of average finished 

goods inventory without a corresponding increase in the cost of 

finished goods sold, while the reason for the increase in the turno

ver ratio during the lest two years of the study was a substantial 

increase in the coat of finished goods add without s corresponding 

increase in the level of average finished goods inventory of the 

company.

d. CONSUMABLE STORES INVENTORY TURNOVER RATIO :

This ratio has been calculated by the following formula.

Cost of C.S,Consumed
C.S,Inventory Turnover Ratio • ............. ..—..... ..— -..................—............... .

Average Consumable Stores Inventory

Uhere,

Average C.S.Inventory
Opening C.S.Inventory ♦ Closing C.S.Inventory

2

Table 4.48 shows the consumable stores inventory turnover

ratio during the period from 1981-82 to 1985-86.



lb’<c

T ABIE - 4.48

CONBUWABtE SIORES_IWyEWTORYJURWOVER_RATIO

Sr.
No. Year

RUPEES IN LACS Ratio in
Cost of C.S. 

Consumed
Average C.S. 

Inventory.
Tines

1 1981-82 162.84 47.08 3.45

2 1982-83 178.04 51 .21 3.47

3 1983-84 134.42 53.23 2.52

4 1984-85 170.20 56.72 3.00

5 1 985-86 235.14 56.47 4,16

TOTAL 880.64 264.71 3.32

AVERAGE 176.12 52.94 3.32

Source - Company’s Annual Reports.

CALCULATION OF AVERAGE CONSUMABLE STORES INVENTORY t

Average Consumabla Stores Inventory ■

Opening C.S.Inventory * Closing C.S.Inventory

1981-82

1982- 83

1983- 84

1984- 85

1985- 86

45.77 ♦ 48.40

2
48.40 ♦ 54.03

2
54.03 ♦ 52.43

2
52.43 •#- 61 .02

2
61 .02 51 ,93

2

47.08

51.21

53 .23

56.72

56.47

The consumable stores inventory turnover ratio as shown in
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Table 4,48 continuously marked a fluctuating trend throughout the 

period of the study* The turnover of consumable stores inventory « 

varied from 2.52 times in 1983-84 to 4,16 times in 1985-86, forming 

range of 1.64 times. The turnover ratio uas 3.45 times in 1981-82, 

which increased slightly to 3.47 times in 1982-83. In 1983-84 there 

has been e significant decrease in the turnover tatio ai.e., 2.52 

times, the lowest of the peried of the study. During 1984-85 the 

turnover ratio improved slightly to 3.00 times and further signifi

cantly to 4.16 times in 1985-86, the highest of the period of the 

study. The reason of constant fluctuation in the consumable stores 

inventory turnover ratio was that the constant increase in the level 

of average consumable stores inventory in all the years except in 

1985-86, while the cost of consumable stores consumed had constantly 

a variable trend during the overall period of the study.
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