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Abstract

The policy of ‘Make in India’ being given the major thrust, the manufacturing has emerged as one of the high growth sectors
in India. Of various products of industrial, agricultural and household needs, PVC pipes are of multifarious utility and hence
needed in all segments for both water supply and in laying concealed wiring in buildings. Hence, there is a stiff competition
among the firms producing PVC pipes in India. However, the success of a firm depends on its financial soundness, particularly
the liquidity and profitability levels. Liquidity refers to the ability of a concern to meet its current obligations as and when
these become due. The profitability acts as a yardstick to measure the operating efficiency of the enterprise. The present
study analyses and compares the liquidity and profitability position of the two leading PVC manufacturing companies listed
in both NSE and BSE, namely Astral Poly Technik Ltd and Finolex Industries Ltd. The financial data of the past ten years from
2007-08 to 2016-17 was used. Accounting ratios, Motaal’s comprehensive test of liquidity and Spearman’s rank correlation
coefficient are the tools used for the analysis. The study indicates that there is a positive correlation between liquidity and
profitability in case of Astral Poly Technik Ltd, while a negative correlation in case of Finolex Industries Ltd.
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1. Introduction

Liquidity enables a concern to meet its current obligations.
Whereas, profitability indicates the efficiency with which
the operations of the business are carried on. A lower
profitability may arise due to the lack of control over the
expenses. Hence, it is essential that both liquidity and
profitability levels are sound enough for the success of a
business. The present study focuses on the soundness of
liquidity and profitability of select firms in the PVC pipe
industry. Pipes are essential for water supply. Today, the
use of plastic pipes has increased. Many construction
firms have preferred PVC pipes because of high durability,
easy installation, cost effectiveness and light weight. As
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competition increases in the PVC pipe industry, the firms
should improve their liquidity position so as to become
profitable.

2. Review of Literature

Vivek Singla' concluded that the performance of Tata
Steel Ltd. was better than SAIL due to higher net profit.
Arti Mudaliar and Bhadauria B. M. S.2 evaluated the past
performance, income position and the expected future
performance of Coca Cola and Pepsico and found that
Coca Cola has slightly better strategic position than the
other. Idhayajothi R., Latasri O.T.V,, Manjula N., Meharaj
Banu A., and Malini R.? attempted to bring out the financial
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position through financial strength and weakness of Ashok
Leyland Ltd. and exposed that the entire requirements for
capital expenditure and higher level of working capital
commitment was met with higher volume of operations
and from its operating cash flows. Sumathi N* measured
the short-term financial feasibility and also identified the
profitability status of the select cement companies which
were found to be satisfactory. Habiba Abbasi® evaluated
various aspects of operating and financial performance of
FMCG firms - HUL and ITC and concluded as satisfactory.
However, the present study makes a comparative
analysis of liquidity and profitability of select PVC
pipe companies - Astral Poly Technik Ltd. and Finolex
Industries Ltd. which are the leading firms in the pipe
industry.

3. Objectives of the Study

o To analyse the liquidity and profitability position of
the select companies through financial ratios.

o To determine the soundness of the select companies
through Mottal's Comprehensive Test.

o To measure the relationship between liquidity and
profitability position of the select companies by

using Spearman’s Rank Correlation Coeflicient.

4. Methodology

The study is based on secondary data. The required
information relating to the companies’ annual financial
results were obtained from the companies websites.
Further necessary data were collected from textbooks and

various journals.

4.1 Sample Design

The present study considers two leading PVC pipe
manufacturing companies listed in both NSE and BSE.

4.2 Period of Study

The study covers a period of ten years from 2007-2008 to
2016-2017. The accounting period was from 1* April to 31*
March.
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4.3 Tools of Analysis

Tools used in this study are mean, standard deviation,
Motaal’'s comprehensive test of liquidity and Spearman’s

rank correlation coefficient.

5. Analysis and Findings

5.1 Liquidity Analysis
The analysis of liquidity position of the select companies
has been presented in Table 1.

As per Table 1, it can be observed that the current ratio
of Astral Poly Technik Ltd. during the study period had
ranged from 1.38 times to 3.68 times registering an average
of 1.77 times, which is lower than the standard norm of
2:1 with a standard deviation and co-efficient of variation
of 0.70 and 0.40 respectively. The current ratio of Finolex
Industries Ltd. during the study period had ranged from
1.15 times to 3.16 times registering an average of 1.92
times, which is also lower than the standard norm of 2:1
with a standard deviation and co-efficient of variation of
0.55 and 0.29 respectively. Hence it can be concluded that
Finolex Industries Ltd. has registered more stable current
ratio than Astral Poly Technik Ltd with a lower co-efficient
of variation.

The quick ratio of Astral Poly Technik Ltd. during
the study period had ranged from 0.76 times to 2.04
times registering an average of 1.02 times, which satisfies
the standard norm of 1:1 with a standard deviation and
co-efficient of variation of 0.38 and 0.37 respectively.
The quick ratio of Finolex Industries Ltd. during the
study period had ranged from 0.39 times to 2.28 times
registering an average of 0.99 times, which is more or less
equal to the standard norm of 1:1 with a standard deviation
and co-efficient of variation of 0.62 and 0.63 respectively.
Hence it can be concluded that the quick ratio of Finolex
Industries Ltd. was widely fluctuating than Astral Poly
Technik Ltd. with a higher co-efficient of variation.

The absolute liquid ratio of Astral Poly Technik Ltd.
during the study period had ranged from 0.004 times to 0.16
times registering an average of 0.06 times, which is lower
than the standard norm of 0.5:1 with a standard deviation

and co-efficient of variation of 0.05 and 0.83 respectively.
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Table 1. Liquidity Ratios

Year Company Name Current Ratio Quick Ratio AbSOIIl{I;ii]:quld CATA
Astral Poly Technik 1.88 111 0.03 0.44
Ltd.
2007-2008
Finolex Industries 316 2.28 0.14 0.42
Ltd.
Astral Poly Technik 368 2.04 0.05 0.57
Ltd.
2008-2009
Finolex Industries 296 1.73 0.02 0.39
Ltd.
Astral Poly Technik 1.96 114 0.04 0.64
Ltd.
2009-2010
Finolex Industries 2.09 131 0.08 0.41
Ltd.
Astral Poly Technik 1.49 0.89 0.07 0.66
Ltd.
2010-2011
Finolex Industries 1.66 0.86 0.05 0.44
Ltd.
Astral Poly Technik 1.38 0.81 0.16 0.65
Ltd.
2011-2012
Finolex Industries 200 1.09 0.08 0.35
Ltd.
Astral Poly Technik 141 0.76 0.05 0.60
Ltd.
2012-2013
Finolex Industries 1.46 0.52 0.02 0.37
Ltd.
Astral Poly Technik 1.46 0.76 0.004 0.57
Ltd.
2013-2014
FlnolexLItlclidustrles 212 0.69 0.06 0.39
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Table 1 Continued

Astral Poly Technik 1.48 0.84 0.02 0.45
Ltd.
2014-2015
Finolex Industries 1.80 0.54 0.03 0.43
Ltd.
Astral Poly Technik 139 0.82 0.12 0.42
Ltd.
2015-2016
Finolex Industries 115 0.39 0.02 0.37
Ltd.
Astral Poly Technik 156 1.00 0.04 0.42
Ltd.
2016-2017
Finolex Industries 1.54 0.53 0.03 0.29
Ltd.
Astral Poly Technik 177 1.02 0.06 0.54
Ltd.
Average
Finolex Industries 1.92 0.99 0.05 0.39
Ltd.
Astral Poly Technik 0.70 0.38 0.05 0.10
Ltd.
Standard deviation
Finolex Industries 0.55 0.62 0.04 0.04
Ltd.
Astral PE»Z Technik 0.40 0.37 0.83 0.19
Co-efficient of .
variation (%) Finolex Industri
no ethl(li ustries 0.29 0.63 0.80 0.10

Source: Compiled and Computed from annual reports

The absolute liquid ratio of Finolex Industries Ltd. during
the study period had ranged from 0.02 times to 0.14 times
registering an average of 0.05 times, which is also lower
than the standard norm of 0.5:1 with a standard deviation
and co-efficient of variation of 0.04 and 0.80 respectively.
Hence it can be concluded that in terms of absolute liquid
ratio, both Astral Poly Technik Ltd. and Finolex Industries

Ltd. had registered a lower and a widely fluctuating ratio.
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The average of Current Assets to Total Assets ratio of
Astral Poly Technik Ltd. over the period of study is 0.54
times which indicates that the company is maintaining
more than 50% of its total assets as current assets. This
indicates that the company contributes its working capital
investment towards profitability by increasing its liquidity.
The average ratio of Finolex Industries Ltd. during the study
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period is 0.39 times which indicates that the company has 3) Liquid Assets to Current Assets Ratio =
low investment in its working capital.
(Liquid Assets/Current Assets) x 100
5.2 Motaal’s Comprehensive Test of
Liquidity The higher the value of both working capital to current

. . . assets ratio and liquid resources to current assets ratio,
Motaal prescribes a comprehensive test for determining

the soundness of a company as regards liquidity positions. relatively the more favourable will be the liquidity position

. . . . of a firm and vice-versa. On the other hand, lower the
It is a process of ranking to arrive at a more comprehensive

measure of liquidity which involves calculating the inventory to current assets ratio, the more favourable is

following three different ratios. the liquidity position. Accordingly, ranking had been done
in respect of all the three ratios separately for the select
1) Working Capital to Current Assets Ratio = companies. In the second stage, all the three ranks against
the three ratios were added to arrive at the total rank for
(Working Capital/Current Assets) x 100 both the select companies, which when again ranked
constituted the ultimate rank.

Table 2 reveals the overall liquidity position of Astral
Poly Technik Ltd. and Finolex Industries Ltd. on the basis
of Motaal's Comprehensive Test of Liquidity. Incase of
Astral Poly Technik Ltd., the test indicates that during the
entire study period, the year 2016-17 had obtained the

ultimate rank of 1 denoting the most favourable liquidity

2) Stock to Current Assets Ratio =

(Stock/Current Assets) x 100

Table 2. Motaal’s Comprehensive Test of Liquidity of Astral Poly Technik Ltd. and Finolex Industries Ltd.

Company WC to Stock to LR to Total Ultimate
Year Name CA (%) Rank CA (%) Rank CA (%) Rank Rank Rank
Astral Poly
Technik Ltd, | 6% 3 4124 5 58.76 5 13 3
2007-2008
Finolex
Industries Ltd. 68.35 1 27.90 2 72.09 2 5 2
Astral Poly
Technik Ltd. | >0 1 44.48 8 55.52 7 16 5
2008-2009
Finolex
Industries Ltd. 3514 2 23.58 1 76.42 1 4 1
Astral Poly
Technik Ltd. | *%° 2 41.82 6 58.18 6 14 4
2009-2010
Finolex
Industries Ltd. | 22> 4 37.55 3 62.44 3 10 3
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Table 2 Continued
Astral Poly
Technik Ltd. | >0 5 40.21 2 59.78 2 9 5
2010-2011
Finolex
Industries Ltd. | >0 7 47.95 5 52.05 5 17 5
Astral Poly
Technik Ltd. | 28 10 41.06 3 58.94 3 16 5
2011-2012
Finolex
Industries Ltd. 49.95 5 45.27 4 54.73 4 13 4
Astral Poly
TechnikLtd. | 20 8 46.04 9 53.96 8 25 9
2012-2013
Finolex
Industries Ltd. 31.43 9 64.48 6 35.52 6 21 6
Astral Poly
TechnikLtd. | %7 7 48.28 10 51.72 9 26 10
2013-2014
Finolex
Industries Ltd. | >/ 3 67.29 9 3271 9 21 ;
Astral Poly
Technik Ltd. 32.59 6 43.15 7 32.32 10 23 8
2014-2015
Finolex
Industries Ltd. | *+42 6 69.72 10 30.28 10 26 10
Astral Poly
Technik Ltd. 28.18 9 41.23 4 58.77 4 17 7
2015-2016
Finolex
Industries Ltd. 12.87 10 66.24 8 33.76 8 26 9
Astral Poly
Technik Ltd 35.73 4 35.44 1 64.56 1 6 1
2016-2017
Finolex
Industries Ltd. | >0 8 65.31 7 34.69 7 » 8

Source: Compiled and Computed from annual reports
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position enjoyed by the company. Whereas, the year 2013-
14 had obtained the ultimate rank of 10 denoting the most
unfavourable liquidity position faced by the company. In
case of Finolex Industries Ltd., it can be concluded from
the test that the year 2008-09 was the year of the most
favourable liquidity position with the ultimate rank of 1.
Whereas, the year 2014-15 had obtained the ultimate rank
of 10 denoting the most unfavourable liquidity position.

5.3 Profitability Analysis

Table 3 shows that the gross profit ratio of Astral Poly
Technik Ltd. during the study period from 2007-2008 to
2016-2017 had ranged from 23.75% to 35.27% registering
an average of 27.97%, which is quite high and hence better
the company’s profitability, with a standard deviation and
co-efficient of variation of 3.21 and 0.11 respectively. The
gross profit ratio of Finolex Industries Ltd. during the
study period ranged from 24.48% to 44.01% registering
an average of 31.19%, which is quite high and hence better
the company’s profitability with a standard deviation and

Table 3. Profitability Ratios

co-eflicient of variation of 5.35 and 0.17 respectively. Hence
it can be concluded that Finolex Industries Ltd’s. relatively
higher profitability was also accompanied by a higher
variability than Astral Poly Technik Ltd. as its co-efficient
of variation was higher.

Net profit ratio of Astral Poly Technik Ltd. during the
study period from 2007-2008 to 2016-2017 had ranged
from 5.44% to 12.58% registering an average of 7.57%,
with a standard deviation and co-efficient of variation of
2.14 and 0.28 respectively. The net profit ratio of Finolex
Industries Ltd. during the study period ranged from
-2.54% to 11.79% registering an average of 5.56%, with a
standard deviation and co-eflicient of variation of 4.15 and
0.75 respectively. Hence it can be concluded that Astral
Poly Technik Ltd. had maintained a higher and more
consistent net profit ratio than Finolex Industries Ltd. as its
co-efficient of variation was lower.

Operating profit ratio of Astral Poly Technik Ltd. during
the study period from 2007-2008 to 2016-2017 had ranged
from 12.00% to 15.27% registering an average of 13.89%,
with a standard deviation and co-efficient of variation of

Gross Profit Ratio | Net Profit Ratio | Operating Ratio
Year Company Name (%) (%) (%) ROCE
Astral Poly
Tk L 3527 12.58 84.76 19.98
2007-2008
Finolex Industries 28.99 5.10 89.21 10.40
Ltd.
Astral Poly
Tk oL 30.54 5.98 84.73 12.01
2008-2009
Finolex Industries 33.34 254 86.58 1.83
Ltd.
Astral Poly
Tocheik L1 29.72 9.43 85.45 23.92
2009-2010
Finolex Industries 44.01 9.09 78.13 14.41
Ltd.
Astral Poly
Tocheik LoL 26.87 8.18 86.37 26.04
2010-2011
FmOIeXLIt‘:ldus” 1es 30.12 3.85 88.89 12.89
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Table 3 Continued

Astral Poly
Technik Ltd. 27.66 0.86 587 28
2011-2012
Finolex Industries 2597 3.58 89.68 10.25
Ltd.
Astral Poly
Technik Ltd. 27.38 725 5040 260
2012-2013
Finolex Industries 32,10 6.35 87.75 16.87
Ltd.
Astral Poly
Technik Ltd. 26.26 7:20 59 2%
2013-2014
Finolex Industries 3037 6.94 83.83 21.32
Ltd.
Astral Poly
Technik Ltd. 23.75 >0 5502 108
2014-2015
Finolex Industries 24.48 1.93 91.38 10.23
Ltd.
Astral Poly
Technik Ltd. 25.57 >4 8702 1
2015-2016
Finolex Industries 31.14 9.52 84.70 36.29
Ltd.
Astral Poly
Technik Ltd. 26.63 723 590 0
2016-2017
Finolex Industries 32.04 11.79 81.15 22.31
Ltd.
Astral Poly
Technik Ltd. 27.97 737 soll 2250
Average
Finolex Industries 31.19 5.56 86.13 15.31
Ltd.
Standard echiu )
deviation . ;
Finolex Industries 5.35 4.15 4.17 10.02
Ltd.
Co-efficient of echnt ’
variation . ;
FmolexLItrclldustrles 0.17 0.75 0.05 0.65

Source: Compiled and Computed from annual reports
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1.07 and 0.08 respectively. The operating profit ratio of 5.4 Association of Liquidity and Profitability

Finolex Industries Ltd. during the study period ranged - Simple Rank Correlation Analysis

from 8.62% to 21.87% registering an average of 13.87%,

. L . o Table 4 reveals the relationship between liquidity
with a standard deviation and co-efficient of variation
(measured by CATA) and profitability (measured by

ROCE) of Astral Poly Technik Ltd. and Finolex Industries
Ltd. during the study period. By using Spearman’s rank

of 4.16 and 0.30 respectively. Hence it can be concluded
that Astral Poly Technik Ltd. had a more stable operating

profit ratio than Finolex Industries Ltd. as its co-efficient of ) ) ' )
correlation coefficient’, the relationship has been measured

between CATA (liquidity) and ROCE (profitability) by
applying the formula:

variation was lower.

Return on capital employed of Astral Poly Technik
Ltd. during the study period from 2007-2008 to 2016-
2017 had ranged from 12.01% to 32.35% registering an
S . . = 1 -(62d*/ n (n*1))
average of 22.56%, which is high, with a standard deviation Ran| i
and co-efficient of variation of 7.10 and 0.31 respectively.

Where,

The return on capital employed of Finolex Industries Ltd.
d= difference in rank

during the study period ranged from 1.83% to 36.29%

= ber of pairs of ob ti
registering an average of 15.31%, which is also quite high 11~ IIUMBEL O patls of obsetvation

Table - 4 shows the rank correlation coefficient obtained
for Astral Poly Technik Ltd. as r__ = 0.64 which indicates

that the company’s liquidity and profitability are positively

with a standard deviation and co-efficient of variation of
10.02 and 0.65 respectively. Hence it can be concluded that

Finolex Industries Ltd. had registered a relatively lower
s . . - correlated, while the same in case of Finolex Industries Ltd
overall profitability accompanied by a higher variability d 0.38 which indi hat th ,
than Astral Poly Technik Ltd. as its co-efficient of variation s.too. .as Prank = 7 w e 1ce.1tes that the company’s
. liquidity and profitability are negatively correlated.

was higher.

Table 4. Liquidity and Profitability Relationship - Rank Correlation Analysis

Rank on
Company CATA ROCE Rank on - d=
Year Name (%) CATA (% ROCE (x,) (x,-x.) (x.- )2 r value
(x ) 2 1 “*2 1 >
1
Astral Poly
Technik Ltd. | 0 8 19.98 6 ) .
2007-2008
Finolex
Industries Ltd. 41.64 3 10.40 7 4 16
Astral Poly
Technik Ltd. 2692 6 12.01 10 4 16
2008-2009
Finolex
Industries Ltd. 38.52 6 1.83 10 4 16
Astral Poly
Technik Ltd. 64.21 3 23.92 5 2 .
2009-2010
Finolex
Industries Ltd. 41.48 4 14.41 5 1 1

Vol 5(1) | January-June 2018 | HusSS: International Journal of Research in Humanities and Social Sciences | 23 -



A Comparative Analysis of Liquidity and Profitability Position of Astral Poly Technik Ltd. and Finolex Industries Ltd. in India

Table 4 Continued

2010-2011

Astral Poly
Technik Ltd.

65.88

26.04

Finolex
Industries Ltd.

43.83

12.89

2011-2012

Astral Poly
Technik Ltd.

64.52

29.18

Finolex
Industries Ltd.

34.60

10.25

2012-2013

Astral Poly
Technik Ltd.

59.66

31.60

Finolex
Industries Ltd.

36.73

16.87

2013-2014

Astral Poly
Technik Ltd.

57.48

32.35

Finolex
Industries Ltd.

39.34

21.32

2014-2015

Astral Poly
Technik Ltd.

45.14

16.58

Finolex
Industries Ltd.

43.10

10.23

2015-2016

Astral Poly
Technik Ltd.

41.84

10

15.83

Finolex

Industries Ltd..

37.11

36.29

2016-2017

Astral Poly
Technik Ltd.

42.14

18.10

Finolex
Industries Ltd.

28.91

10

22.31

Astral Poly
Technik Ltd.

S d? =60 0.64

Finolex
Industries Ltd.

Sd=228 | -038

Source: Compiled and Computed from annual reports
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6. Key Findings

The liquidity position of the select companies - Astral Poly
Technik Ltd. and Finolex Industries Ltd. was found to be
just satisfactory since the average current ratio was 1.77:1
and 1.92:1; average quick ratio was 1.02:1 and 0.99:1; and
the current assets to total assets ratio was 0.54 and 0.39
times respectively.

The overall profitability position of the Astral Poly
Technik Ltd. and Finolex Industries Ltd. was found to be
satisfactory as indicated by the average return on capital
employed ratio atas high as 22.56% and 15.31% respectively.

The Motaal’s test of liquidity of Astral Poly Technik Ltd.
indicates that the year 2016-17 was the year of the most
favourable liquidity position whereas, in case of Finolex
Industries Ltd. the test indicates that the year 2008-09 was
the year of the most favourable liquidity position.

The association between liquidity and profitability
analysed by the Spearman’s rank correlation coefficient
indicates that there exists a positive correlation in case
of Astral Poly Technik Ltd. (r = 0.64), while a negative

correlation in case of Finolex Industries Ltd. (r = -0.38).

7. Conclusion

PVC pipes industry experiencing an ascending demand
for its products from all segments is not without the stiff
competition among its firms. Consistent success of these
firms therefore calls for financial soundness in managing
them. Hence, the study was carried out to analyze and
compare the liquidity and profitability position of the two
leading firms in the industry - Astral Poly Technik Ltd.
and Finolex Industries Ltd. The liquidity and profitability
position of the select companies was found to be quite

satisfactory. The association between liquidity and

Vol 5(1) | January-June 2018 |

profitability was also probed with the help of Spearman’s
rank correlation coefficient and the results indicated that
there existed a positive correlation between liquidity
and profitability in case of Astral Poly Technik Ltd.,
while a negative correlation in case of Finolex Industries
Ltd. Further, the analysis has exposed that liquidity and
profitability positions of Astral Poly Technik Ltd was better
than Finolex Industries Ltd.

8. References

1. Vivek S. A Comparative Study of Financial Performance of
SAIL and Tata Steel Ltd. International Journal of Reviews,
Surveys and Research. 2013 March; 2(1).

2. Arti M and Bhadauria BMS. A Comparative Profitability
Analysis of Coca Cola and PepsiCo. International Journal of
Multidisciplinary Approach and Studies. 2014 Apr; 1(2): 39—
53.

3. Idhayajothi R, Latasri OTV, Manjula N, Meharaj BA and
Malini R. A Study on Financial Performance of Ashok
Leyland Ltd at Chennai. IOSR Journal of Business and
Management. 2014 June; 16(6): 83-8.

4. Sumathi N. A Comparative Study on Financial Performance
of Cement Companies in India With Reference to Ultratech
Cement Ltd and OCL India Ltd. International Journal for
Research in Applied Science and Engineering Technology.
2016 March; 4(3): 147-50.

5. Habiba A. A Study and Comparative Analysis of HUL and
ITC. International Journal on Recent and Innovation Trends
in Computing and Communication. 2017 March; 5(3): 407-
17.

6. Ashok KP Liquidity Management of Indian Cement
Companies - A Comparative Study. IOSR Journal of Business
and Management. 2013 Nov - Dec; 14(5): 49-61. https://doi.
0rg/10.9790/487X-1454961.

7. Gupta SP. Statistical Methods. Sultan Chand & Sons, 14th
Revised Edition. 2011.

HusSS: International Journal of Research in Humanities and Social Sciences I 25 -



