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CHAPRTER =VI

Basod on the analysis made in the eaglier chipiter following
observations are drawn aRd suggestions are sede in the next
part of this chopter. All the observations divided into two
groups, (1) Ubzervatiwns regarding worki;xg capitel management,

2) Cbheervstions regarding general performance. regarding-warkdng—
caphtal—nanagensnts

Gelel CB2ERVATILNS 3 ) ..

1. Tha stock in trade occupled major propoxrtion in the
conposition of total cuz:‘r'ant asgets, This proportion ve;rias from
745 e 90% inémaﬁ'ag high atock holding.

2 iﬁur.’n.rag the period of study, investments in current asgots
Show & detlining trend vize Invesmaﬁt in total aseets in the
yoars 198162 in made tO the extent of Rs, 2156,07 lokha which
hos come dowm o Ba, 3480,50 lakhs in the yoar 1985%5-835,
indicating managing operstions with sinimum curcant aszets.

3 Shost term loans consisting of kank 'bﬁm::owing StGe SCURPY
major proportion in tha composition of total liabilities which

i3 an indication of defending upon short term loang for finsucing
current asEets,

4e The borrowings from Govi, shows an increasing trend during
the period of study and borrowings from cooporative bank shows
"deulining trends But total borrowing shows & declingng trend,
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aF in total borrowings, Borrowing from copperative banks ocoupy

major proportion f.e, 89% ©0 984 of total boxpoWings.

§  ihe organisation under study has besn deducting stme
;'tmwnt from the bills of sugarcane supéucd by the farmers major
portion of which is being utilised as additional capital foxr the
cperations Of tho foctory en interest Ll.06 12.5% 13 glven ¢On

the deduction made on account of Lixed ,ﬂepasiw; ahis rate of
interest i3 not competitive in the light of interest offered

by different financial institations maximum rate Of deduction is
chserved in the year 1984=-85 which is Rg, 56,00 /' per tonneof
sugercans suppliced. ,

8 The cucrent ratcics o the fectory for the study pericd arve -
lover than convantional ratvdo l.e. 2:1 which is an indication of
poor liquidity positicn. '

7 utidekx ratics indicate very poor inventory management and
fzles productions ut it i3 on accmmtlcf gavt, policy, of
release Of sugar guota, A% the f'aeto:;‘- can not sale all the

suger produced in open market, like other muﬁacturim; crganisation
but to control the sugar price.sSucar i3 relessed s w govLt,
direcrives wm.ci-: results in holding of inventory at high iswvel
which affects on guick ratics of the facto::y' and indidates poog
inventory end sales management. The liguidity highlighted by
the quick ratio is poor as per conventiondl norm f.¢. 1:l.

CARR. dALﬂ 'm EZ
GV niznti A LA
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2 Inventeory turnover ratios have registered an increasing

trend in the latter part of the study which is a goed sign.

9  During the period of study highest working capital utilisation
per tone Bbzerved in the year 1983«8¢ i.s, Rd.-zé and maximum

ves the year 1961=82 1.0, R8. 57,58 per tonne of sugar cane
crushed, |

10 As regards cash utilisation in ralatim':x to sales, the cash
was efficiently used in the yesr 1081=82 reglsterring 6.81:i cosh
turnover ratio. LoOwer ratlio is observed in: i!:he year 1982=83

ieBe 2626314 |

11 Maximun cash balapce was hold in the yesr 198586 1.8, 84.30%
of total current assets, It is cbserved that cash balance

renalned increasing in latter pact of the a;tuci:y which iz not a fair
practice 1 ¢0 4% wash balence is d:dvi{gamal.' |

12 435 high avcunt of funds were blocked iin inventory the
opganisation is forced to go for hypothecm::ion on stock which
randined in the range of 32% to 54% of tcg§1'étncx holding and
resulted in to inderest burden affecting ﬁx.f?ﬂ.lt saming capacity,

6ele2 ¢ OBSERVATIONS REGARDING GENERAL PEAFCRMANCE @
[ : ' I

13 The factory is successful in increasing the membership.
Since 1982~83 to 1985+86 average increase dééqrvad is eround : 3%
and in the yeaf 1984=85 it 18 5,77%. |

ié The expenditure incurred m supply of sugarcane and
fextilizers shows increasing trend, which corresponds with

incraaSe in sughrcoane supplye
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15 During the study period sugarcane supply increase in
the range of 27.63% to 32.28% which shows the effectiveness of
the factory to encourage farmer to cultivate more and more sugar

cane.

-

16 The organisation has contributed good amount ©o the Govt,

treassury by way of paying good amount of exclse dutye.

17 The organisation has contributed to regiohal development
too by undertaking road constructions, etcs in the area of

operstion during the study period,

18 A huyge expenditure has been made on irrigation infrastructure
which has increased the productivity of land in the area of
oreraticn, with this capital expenditure decision, small and

marginal farmers have been benefited to large extent.

1% - The enough expenditure has been incurred on labour welfare
facilities to motivate the workers and welfare facilities, to

motivate the workers and enhance thelr moral,
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62, SUGGESTIONS OF THE STUDY
Based on analysis done and observations made, feu éuggestions

are offered here, to improve the prevailing working capital .
management in the organisation studied,

1. As tne organisation h:s been holding high level inventory

at the cost of liguidity 1t is sugyested that Govt. may be
convinced to frame a policy which would be resulted in to minimum
sugar stock holding by the organisation,

2. Meaning affairs with minimum amount of current assets is an
indication of bettef worxing capital management which may be
continued in future,

3. To avoid interest burden bank borrowing ﬁay be reduce and
replaced by extending membership toO aspiring farmers,

z, Compulsory deductions from the sugar cane bills may be reduced
but those who are interested in investing in the fixed deéosits
scheme of sugar the '‘factory may be encouraged., This scheme of puvlic
deposits can be successfull when competative rate of interest is ‘ N
offered on fixed'deposits. If attractive rate of interest.is\
offered as against present rate of 2,5% which is relatively lower
than market rate even general public may welcome the scheme,

5. Liguid cash hplding is also highér which may be maintained in
1% to 2% of total current assets as againsé the 4% to 7% liguid

cash holding leading underutilisation of funds.

6 S5taff training pregrammes are required in the area of financial
management of the factory toO create awareness of modern financial

management practices.,
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In the conclusion it may be stated that the organisation is
keing run on sound footing and principles of cooper«tion,
operating effeciency is alsd appreciable, working capital
managerfxent in perticular is afiected by inventory management in whichm
area the organisation has a very small role to play, as the
finished sugar is released as Dper gqvernment‘directives which

leads to high stock holding.



