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ABSTRACT

India is the world’s third largest Steel producer in 2018. The growth in the Indian Steel
sector has been driven by domestic availability of raw materials such as iron ore and cost-
effective labour. Consequently, the Steel sector has been a major contributor to India’s
manufacturing output. This study tries to find out the profitability of selected Steel
companies in India. The study has used stratified sampling techniques and fifteen companies
were selected. The data were collected from the respective companies’ annual financial
statement during from 2006-2007t02016-2017. The study has aimed to measure Liquidity of
Selected Steel Companies in India.

STATEMENT OF THE PROBLEM

Finance is regarded as a life blood of a business. Every firm measures its liquidity position
(short term solvency) and long-term solvency position. If organization maintain high liquidity
position it indicates the sound solvency position and to meet our current obligation. If the
firm is not maintained proper liquidity position, they will consequence to meet out its short-
term finance obligation. This study analysis that short term solvency position of selected steel
companies in India.

OBJECTIVE OF THE STUDY
To study about the short- term financial strength of selected steel companies in India

METHODOLOGY TO STUDY
Secondary data is the main focus of this study. It is collected from various
companies’ website, financial reports of various companies and money control.com.
Fifteen companies were selected for this study based on
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1. Data availability for minimum of ten years.

2. Total assets over Rupees. Fifteen thousand crore is treated as Large scale.

3. Total assets between Rupees. Thousand five hundred to fifteen thousand crores is
treated as medium scale

4. Total assets less than Rupees. Thousand five hundred crores are treated as small

scale.
COMPANIES MEETING ABOVE FOUR REQUIREMENTS ARE
LARGE MEDIUM SMALL
SAIL JINDAL STAINLESS ADHUNIK
JSW STEEL USHA MARTIN TECHNO CRAFT IND
TATA STEEL ELECTRO STEEL OCL IRON
BHUSHAN STEEL MUKAND INDUSTRIES INDIA STEEL WORKS
JINDAL STEEL & POWER KAMADHENU
BEDMUTHA INDUSTRIES

PERIOD OF THE STUDY
This study covers a 10 years period from 2007 - 2008 to 2016-2017, in order to
evaluate the financial performance of selected steel Companies in India.

SOURCES OF DATA

The study is based on secondary data obtained from the published annual reports
of selected steel companies in India comprising of Profit & Loss A/c & Balance sheet for
the year 2007 — 2008 to 2016 — 2017.

STATISTICAL TOOLS USED

Mean, Standard Deviation, Coefficient of Variation: Used to find out the average position
of accounting ratios related to short term solvency analysis

Correlation Analysis: Used for to identify the relationship between short term solvency
positions of the companies

ANOVA: To test those companies belonging to the same industry whether follow a different
level of short-term solvency position during the study period.

REVIEW OF LITERATURE

Arab et.al., (2015) analyzed the performance of the iron and steel companies in respect of
liquidity, solvency, profitability and activity over the period starting from 2003-04 to 2012-
13. Five companies were selected for the study. The analysis revealed that there exists
substantial difference in the financial performance of the identified units studied under the
iron and steel industry. Balakrishnan (2016) evaluated the financial performance of the steel
industry on the parameters like profitability, asset utilization, growth of performance,
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financial strength and financial health over the period from 2003-04 to 2012-13. Ten
companies were selected for the study. The major findings were that the assets of the selected
companies increased over the time period of study but the asset turnover ratio declined over
the period. Thus, in order to compete globally continuous monitoring of financial
performance of the steel companies and rational financial decision making is required. Shipra
Bhatia (2017) provided a holistic view of the iron and steel industry with special emphasis on
the issues and challenges faced by the steel industry of India. Areas focused were production,
capacity utilization, import and export, price movements and impact of international demand
and supply conditions on the Indian steel industry. The conclusion of the study was that a
special turnaround plan is required to be formulated by Government of India for meeting the
future targets set aside by Government of India

LIQUIDITY RATIOS
To measure the liquidity of a firm, the following ratios can be calculated:

1. Current Ratio
2. Quick Ratio
3. Absolute Liquid Ratio
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TABLE 1
CURRENT RATIO FOR SELECTED LARGE, MEDIUM AND SMALL SCALE STEEL COMPANIES IN INDIA
LARGE SCALE MEDIUM SCALE SMALL SCALE
YEAR  [SAIL {JSW (TATA [BHUSHANJSP [JS  |USHA|ELECTRO|MUKAND |ADHUNIK [TECHNO|OCL IRON (INDIA STEEL (KAMADHENU (BEDMUTHA [IND AVG
2007-06 | 116 | 041] 053 | 123 {089 /099|078 | 269 192 200 | 509 | 099 150 143 311 33l
2008-00 132 10.29] 051 | 122 | 055|060 064 | 323 L72 312 | 432 L7 062 191 392 L10
2009-101095 035|046 | 147 |05 | 107|046 | 028 250 328 | 542 LT 066 L9 138 150
010-111234 1052 071 095 068 |13L|072] 009 181 299 | 814 | 1420 096 LT 203 261
011-12| L71048] 061 | 084 068 |L103]077] 0I5 165 306 | 433 210 092 L73 222 143
012-13 | 162 |045] 048 | 111 101|124 1068 | 013 156 319 | 516 L13 088 168 286 155
013-14 | 123 10471 039 | 090 {086 |L10]058 | 029 LAT 294 1 550 | 07 086 219 084 136
014-151 109 [ 054{ 049 | 152 0721093 (064 | 044 192 200 | 509 | 025 098 252 102 L35
2015-16 {087 | 048] 052 | 161 |035/080]052| 026 199 168 | 457 | 010 087 281 112 L4
2016-17(075063| 046 | 031 {020/076]058 | 018 198 219 | 45 | 003 087 266 121 L16
MEAN [ 131 {045] 050 | 110 065097064 | 320 184 260 | 523 | 206 091 206 205 L73
D 0450009) 008 | 036 |024(020(010] 797 0.26 057 | 104 | 403 022 044 100 0.64
CV(%) [3431]20.38[16.70| 3278 |37.68|2040(1563| 24903 | 1438 | 2043 | 1987 | 11842 2451 2016 1858 | 36.99
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TABLE?
QUICK RATIO FOR SELECTED LARGE, MEDIUM AND SMALL SCALE STEEL COMPANIES IN INDIA
LARGE SCALE MEDIUM SCALE SMALL SCALE
YEAR  |SAIL [JSW |TATA [BHUSHAN|JSP |JS  [USHA|ELECTRO [MUKAND |ADHUNIK [TECHNO [OCL IRON|{INDIA STEEL |KAMADHENU [BEDMUTHA [IND AVG
2007-08) 039011 ) 015 | 044 1025|0270 | 29 090 200 261 052 057 133 203 259
2008-09] 033007012 046 [016|015)029] 323 089 163 251 058 0.12 148 225 096
2009-101028 | 007 | 0.1 | 044 ]018)050( 00| 028 12 175 29 060 0.4 15 085 0.74
2010-11] 153 1 0201 038 | 013 |018]05{ 021 | 006 093 170 423 | 1351 0.34 128 100 L.75
011-121 07710221030 | 021 [016039|026| 004 081 199 261 198 032 125 109 083
2012-131 055018 | 018 | 034 [0291047102] 030 0.17 173 33l 0.68 0.23 121 172 081
2013-141 04410241009 | 025 ]031)038]018| 020 065 163 371 051 030 156 046 0.72
2014-151026 | 007 ] 005 | 038 |022)034] 04| 03 082 084 3.0 0.16 021 174 051 062
2015-161 015 0151 010 | 036 |011(030(013| 029 089 0.88 212 0.04 0.29 192 0.62 0.60
2016-17] 0130221010 | 011 [0071025|020| 02 082 114 215 002 0.18 L 0.74 058
MEAN | 049 (014015 032 ]018]035]020 | 320 088 152 306 185 0.29 151 113 102
D 0391005(010 | 012 (007]012{006| 797 0.15 040 052 392 0.1 023 110 061
CV(%) |8046|3847|65.70 | 3711 |40.18|3340{20.32| 24909 | 17.33 2656 | 1688 | 21185 39.48 1532 97,68 60.13
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TABLE3
ABSOLUTE LIQUID RATIO FOR SELECTED LARGE, MEDIUM AND SMALL SCALE STEEL COMPANIES IN INDIA
LARGE SCALE MEDIUM SCALE SMALL SCALE
YEAR  |SAIL |JSW  [TATA |BHUSHANJSP  |JS USHA |ELECTRO|MUKAND  [ADHUNIK [TECHNO|OCL IRON {INDIA STEEL |KAMADHENU [BEDMUTHA |IND AVG
2007-081 005 | 004 | 007 000 | 006 [ 002 | 000 | 26% 007 100 | 008 0.05 0.04 0.0 043 193
2008-091 003 | 002 [005( 008 | 003 | 000 | 000 | 323 004 009 | 006 | 015 001 007 054 029
2009-101 002 | 001 |006| 005 | 000 | 013 | 001 | 028 009 009 | 005 017 003 0.08 001 007
010-11) 124 | 014 ] 034 000 | 000 | 0IL | 006 | 006 0.0 024 | 141 | 1319 0.04 0.06 0.13 114
010-120 0441 015 |05 006 | 000 | 004 | 011 | 004 007 013 | 0.9 194 0.06 0.04 0.17 0.2
2012-131 026 | 008 | 013 | 002 | 000 | 002 | 004 | 029 0.06 012 | 02 054 0.06 0.0 0.28 0.15
2013-141 015 | 002 | 005 | 000 | 011 | 000 | 005 | 0I5 0.06 020 | 050 043 001 0.10 0.08 0.13
2014-157 010 008 |003| 000 | 004 | 00L | 001 | 02 0.06 008 | 059 013 001 0.2 0.14 0.1
2015-161 000 | 003 |006| 002 | 003 [ 002 | 000 | 005 0.05 007 | 059 003 001 0.3 009 0.08
2016-171 001 | 005 |003| 000 | 000 [ 00L | 000 | 013 0.05 009 | 040 001 001 0.10 0.1 0.07
MEAN | 022 | 006 |01L| 003 | 003 | 004 | 003 | 314 0.06 020 | 04l 1.66 003 0.09 020 042
D 036 | 005 |00 029 | 003 | 004 | 003 | 799 002 021 | 039 368 0.02 003 0.16 059
CV(%) (16375 78682 |913L| 97064 | 10037 | 10568 | 11360 | 25450 | 2866 | 12750 | 9495 | 23378 64.26 282 80.23 | 1403
Volume 10 Issue 2 - 2020 160 WWW.j0iCs.org



Journal of Information and Computational Science

ISSN: 1548-7741

Hi:  There is no significant difference in the Current ratio between the companies

and between years.

TABLE 4 SHOWS TWO — WAY ANOVA

Source of Variation SS Df MS F P-value | Fcrit
Between Years 64.2719 9 7.14133 | 1.17632 | 0.31574 | 1.95495
Between Companies 230.473 14 16.4624 | 2.71169 | 0.00162 | 1.77102
Residual 764.931 | 126 |6.07088
Total 1059.68 | 149

Note: P Value < 0.05 — Significant at 5% Level.

Hz: There is no significant difference in the Quick ratio between the companies and

between years.

TABLE 5 SHOWS TWO - WAY ANOVA

Source of Variation SS df MS F P-value | F crit
Between Years 56.4532 9 6.27258 | 1.06308 | 0.39466 | 1.95495
Between Companies 147.229 14 10.5163| 1.78231 | 0.04813 | 1.77102
Residual 743.45 126 5.9004
Total 947.132| 149

Note: P Value <0.05 - Significant at 5% Level.

Hs. There is no difference in the Absolute Liquid ratio between the companies and

between years.

TABLE 6 SHOWS TWO - WAY ANOVA

Source of Variation SS df MS F P-value | F crit
Between Years 52.0324 9 5.78137| 0.9829 | 0.45746 | 1.95495
Between Companies 102.859 14 7.34707 | 1.24908 | 0.24885 | 1.77102
Residual 741.127| 126 |5.88196
Total 896.019| 149

Volume 10 Issue 2 - 2020

Note: P Value <0.05 - Significant at 5% Level.

Table 3(A) shows that the calculated value of F (0.9829) is less than the table value of
F (1.95495) which indicates null hypothesis is accepted and thereby it is concluded that there
is no significant difference in the Absolute Liquid ratio between the years.On the other hand,
the calculated value of F (1.24908) is more than the critical value of ‘F* (1.77102) which
indicates null hypothesis is rejected and thereby it is concluded that there is a significant
difference in Absolute Liquid ratio between the companies.

CORRELATION ANALYSIS

Correlation is a statistical tool, it helps us to find an association between two variables
x and y.
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Karl pearson’s Co — efficient of Correlation:
The karlpearson’s Co — efficient of correlation is calculated by using the formula

nEX}’— EIE}’
=TT nTy — (Zy)

CORRELATION BETWEEN CURRENT RATIO OF SAIL AND BHUSHAN

TABLE 7

YEAR SAIL(X) BHUSHAN (Y) XY y2 v2
2007 - 08 1.16 1.23 1.42 1.34 150
2008 - 09 1.32 1.22 161 175 1.49
2009 - 10 0.95 1.47 1.40 0.91 2.17
2010 - 11 2.34 0.95 2.23 5.46 0.91
2011 - 12 171 0.84 1.43 2.91 0.70
2012 - 13 1.62 1.11 1.80 2.63 1.24
2013 - 14 1.23 0.90 111 152 0.81
2014 - 15 1.09 152 1.66 1.19 2.30
2015 - 16 0.87 161 1.39 0.75 2.58
2016 - 17 0.75 0.31 0.24 0.57 0.10
TOTAL 13.04 11.16 14.29 19.03 | 13.80

r=-0.158

CORRELATION BETWEEN CURRENT RATIO OF JS AND MUKAND

TABLE 8

YEAR JS(X) MUKAND(Y) XY 2 y2
2007 — 08 0.99 1.92 1.89 0.97 3.68
2008 — 09 0.60 172 1.03 0.36 2.97
2009 — 10 1.07 2.50 2.67 1.14 6.24
2010 — 11 131 1.81 2.37 171 3.26
2011 — 12 1.03 1.65 1.70 1.06 2.72
2012 — 13 1.24 156 1.94 154 2.45
2013 _ 14 1.10 1.47 1.62 121 2.16
2014 — 15 0.93 1.92 178 0.86 3.67
2015 — 16 0.80 1.99 159 0.64 3.98
2016 — 17 0.76 1.98 151 0.58 3.90
TOTAL 9.82 18.52 18.09 10.08 35.03

r=-0.167

CORRELATION BETWEEN CURRENT RATIO OF ADHUNIK AND TECHNO

TABLE 9

YEAR ADHUNIK(X) TECHNO(Y) XY ¥Z [yZ
2007 - 08 2.00 5.09 10.18 | 400 | 25.90
2008 - 09 3.12 452 1410 | 973 | 2043
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2009 - 10 3.28 5.42 17.76 10.74 29.39
2010-11 2.99 8.14 24.34 8.95 66.18
2011-12 3.05 4.33 13.22 9.32 18.77
2012 - 13 3.19 5.16 16.44 10.15 26.62
2013 - 14 2.94 5.50 16.14 8.62 30.22
2014 - 15 2.07 5.09 10.52 4.27 25.95
2015- 16 1.68 4.57 7.66 2.81 20.85
2016 - 17 2.19 4.56 9.99 4.80 20.79
TOTAL 26.50 52.37 140.36 73.39 285.09
r=0.27

FINDINGS FROM THE STUDY
LIQUIDITY RATIOS
Current Ratio

Among the Large-scale companies, the highest average value (1.30) was for SAIL, 1.12 for
BHUSHAN, 0.65 for JSP 0.52 for TATA and the lowest average value was 0.46 for JSW and
also the SD was highest (0.45) for SAIL and the lowest (0.08) for TATA. Among the
Medium scale companies,the highest average value (3.20) wasfor Electro Steel, 1.85 for
Mukand Industries, 0.98 for JS, and the lowest average value was 0.64 for Usha Martin and
also the SD was highest (7.97) Electro Steel and lowest (0.10) for Usha Martin. Among the
Small scale companies,the highest average value (5.24) was for Techno Craft Industries, 2.65
for Adhunik,, 2.26 for OCL IRON, 2.07 for KAMADHENU, 2.05 for Bedmutha Industries
and the lowest average value (0.91) for India Steel and the SD was highest (4.03) for OCL
IRON and the lowest (0.22) for India Steel. The Industry average of the Current ratio of all
selected steel companies Mean, SD and CV were (1.73), (0.64) and (36.99%).

Quick Ratio

Among the Large-scale companies, the highest average value (0.48) was for SAIL, 0.32 for
BHUSHAN, 0.19 for JSP, 0.16 for TATA and the lowest average value was 0.15 for JSW
and also the SD was highest (0.39) for SAIL and lowest (0.05) for JSW. Among the Medium
companies, the highest average value (3.19) was for Electro Steel, 0.88 for Mukand
Industries, 0.36 for JS, and the lowest average value was 0.20 for Usha Martin and also the
SD was highest (7.97) for Electro Steel and lowest (0.06) for Usha Martin. Among the Small
scale companies, the highest average value (3.06) was for Techno Craft Industries, 1.86 for
OCL IRON, 1.53 for Adhunik,1.51 for KAMADHENU, 1.13 for Bedmutha Industries and
the lowest average value (0.29) for India Steel and the SD was highest (3.92) for OCL IRON
and the lowest (0.11) for India Steel. The Industry average of the Quick ratio of all selected
steel companies Mean, SD and CVwas (1.02), (0.61) and (60.13%).

Absolute Liquid Ratio
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Among the Large-scale companies, the highest average value (0.23) was for SAIL, 0.11 for
TATA, 0.06 for JSW, and the lowest average value was 0.03 for BHUSHAN and JSP and
also the SD was highest (0.36) for SAIL and lowest (0.03) for JSP.

Among the Medium scale companies ,the highest average value (3.14) was for Electro
Steel, 0.06 for Mukand Industries, 0.04 for JS, and the lowest average value was 0.03 for
Usha Martin and also the SD was highest (7.99) for Electro Steel and lowest 0.06 was for
Mukand Industries .Among the Small scale companies,the highest average value (1.66) was
for OCL IRON, 0.41 for Techno Craft Industries, 0.21 for Adhunik, 0.20 for Bedmutha
Industries, 0.09 for KAMADHENU, and the lowest average value (0.03) for India Steel and
the SD was highest (3.88) for OCL IRON and the lowest (0.02) for India Steel. The Industry
average of the Absolute Liquid ratio of all selected steel companies Mean, SD and CVwas
(0.42), (0.59) and (140.23%).

CONCLUSION

Current Ratio, Quick Ratio and Absolute Liquid Ratio of the selected Large scale
steel companies were unsatisfactory because the ratio of SAIL is 1.30, 0.48 and 0.23,
BHUSHAN is 1.12, 0.32 and 0.03, JSP is 0.65, 0.19 and 0.03, TATA is 0.52, 0.16 and 0.11,
JSW is 0.46, 0.15 and 0.06 is much lower than the accepted standard norm of 2:1, 1:1
and 0.5. The Large-Scale Sector Steel companies needs to improve its Short-term financial
position. In Medium Scale Companies, all the four companies, with the exception of Electro
steel, are below the standard norm. Current Ratio, Quick Ratio and Absolute
Liquid Ratio of the Electro Steel were unsatisfactory because the ratio of
Electro steel is 3.20, 3.19 and 3.14 which is much higher than the accepted standard norm.
As a result, a company with a high current ratio will have slow moving inventories, a
company with a high Quick Ratio indicates liquidity position it has slow paying debtors. In
small scale companies, all the six companies, with the exception of India steel have a current
ratio higher than the ideal ratio of 2:1. But India steel has a current ratio of 0.91. So, it should
improve its current ratio above 2. Current Ratio, Quick Ratio and Absolute Liquid Ratio of
the selected small-scale Steel companies is quite satisfactory. So, the entire Large, Medium,
Small Scale Steel Companies must therefore strive to improve their financial situation in the
short term.
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