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COMPARATIVE STUDY OF WORKING CAPITAL MANAGEMENT
(WITH THE REFERANCE OF CIPLA & AUROBINDO PHARMA)

AMALESH PATRA
ASST. PROFESSOR
DEPARTMENT OF COMMERCE
CALCUTTA GIRLS’ COLLEGE
KOLKATA

ABSTRACT

Working capital management as usually concerned with administration of the current assets as well as current liabilities. The area includes the requirement of
funds from various resources and to utilize them in all result oriented manner. It can be stated without exaggeration that effective working capital management is
the short requirement of long term success. Every business concern aims at having adequate or optimal amount of working capital to run its business operations.
Both excess as well as shortage of working capital situations are bad for any business. Too much of working capital means that large sum of money is tied up in
accounts receivable and inventory and inadequate working capital can adversely affect the production and business operation, which is more dangerous. The main
aim of present study is to comparatively analyze the working capital of the pharmaceutical industry with special reference Cipla Limited and Aurobindo pharma
limited. The research study is descriptive and analytical which is conducted on the basis of secondary data. The present study is based on the analysis of five years
annual reports of Cipla Limited and Aurobindo pharma limited from 2011 to 2015.

KEYWORDS

working capital, resources, inadequate, optimal, comparative.

INTRODUCTION

orking capital means the funds available for meeting the day to day operations of an enterprise. It's the money a business has available to spend on

its operations after paying off its bills and short-term debts. It consists broadly of that portion of assets of a business which are used in or related to

its current operations. Working capital generates the important element of cost, viz. materials, wages and other expenses.
Working capital = Current Assets - Current Liabilities
Working capital management is the process of planning and controlling the level and mix of current assets of the firm as well as financing these assets. Thus this
involves managing the relationship between a firm's short-term assets and its short-term liabilities. The goal of working capital management is to ensure that the
firm is able to continue its operations and that it has sufficient cash flow to satisfy both maturing short-term debt and upcoming operational expenses. The dynamic
business environment demands a framework for an efficient working capital management system in order to be more competitive. There is operative aspects of
working capital i.e. current assets which is known as funds also employed to the business process from the gross working capital Current asset comprises cash
receivables, inventories, marketable securities held as short term investment and other items nearer to cash or equivalent to cash. Working capital comes into
business operation when actual operation takes place generally the requirement of quantum of working capital is determined by the level of production which
depends upon the management attitude towards risk and the factors which influence the amount of cash, inventories, receivables and other current assets
required to support given volume of production. Working capital management as usually concerned with administration of the current assets as well as current
liabilities. The area includes the requirement of funds from various resources and to utilize them in all result oriented manner. It can be stated without exaggeration
that effective working capital management is the short requirement of long term success. The importance of working capital management is indisputable; Business
liability relies on its ability to effective management of receivables, inventory, and payables. By minimizing the amount of funds tied up in current assets. Firms
are able to reduce financing costs or increase the funds available for expansion. Many managerial efforts are put into bringing non-optimal level of current assets
and liabilities back towards their optimal levels. There are different method of analyzing working capital of the pharmaceutical company are ratios, trend analysis,
common size statements, comparative statements. In this study the analysis of working capital of Cipla Limited and Aurobindo pharma Limited is done through
ratios.

LITERATURE REVIEW

Islam & Rahman (1994) conducted a study on working capital trends of enterprises in Bangladesh. They find that optimum working capital enables a business to
have its credit standing and permits the debts payments on maturity date and helps to keep itself fairly in liquid

Lamberson (1995) studied how small firms respond to changes in economic activities by changing their working capital positions and level of current assets and
liabilities. Current ratio, current assets to total assets ratio and inventory to total assets ratio were used as measure of working capital while index of annual
average coincident economic indicator was used as a measure of economic activity.

Eljelly (2004) examined the relation between profitability and liquidity by using correlation and regression analyses and found that the cash conversion cycle was
of more importance as a measure of liquidity than the current ratio that affects profitability

Sayaduzzaman (2006) in his article on “Working Capital Management: A study on Birla Corporation cement Limited ” mentions that the efficiency of working
capital management of Birla Corporation cement Limited . is highly satisfactory due to the positive cash inflows and planned approach in managing the major
elements of working capital. He found that working capital management helps to maintain all around efficiency in operations. In the article “Liquidity-Profitability
Trade off: An Empirical Investigation in an Emerging Market,”

Raheman (2007) studied the effect of different variables of working capital management including the Average Collection Period, Inventory Turnover in Days,
Average Payable Period, Cash Conversion Cycle and Current Ratio on the Net Operating Profitability of Pakistani Firms. By using Pearson’s correlation and
regression analysis he found that there was a strong negative relationship between variables of Working Capital Management and Profitability. He also finds that
as the cash conversion cycle increases, it leads to decrease in profitability of the firm and managers can create a positive value for the shareholders by reducing
the cash conversion cycle to a possible minimum level.

Mathuva (2009) studied the impact of working capital management on the performance. He took almost 30 listed firms as a sample and all these companies were
listed in Nairobi stock exchange and the data was taken from 1993 to 2008. There were certain findings of his research by analyzing the fixed effects regression
models. Firstly, there is a negative relationship between the time when the cash is collected from the customers and the firm’s productivity. This depicts, firms
that are more profitable enjoys less time period for the collection of cash from the customers as compare to ones which are less profitable. Secondly, there is a
positive relationship between the inventories when they were brought in and the period to which they are sold and the firm’s profitability. The interpretation
comes out as that the firms or the organizations which take more time to keep the inventories it reduces the costs of the disruption in the process of production
and usually the business losses as there is the insufficiency in the goods. This situation decreases the operating cost of the firm. The third assumption of the
research was the association between the average payment period and profitability and found out to be positive (p<0.01). The more the time taken to disburse
the creditors, the profitability will increases

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

34




VoLUME No. 5 (2015), | ssue No. 10 (OCTOBER) | SSN 2231-4245
Saswata Chattered (2010) focused on the importance of the fixed and current assets in the Successful running of any organization. It poses direct impacts on the
profitability liquidity. There has been a phenomenon observed in the business that most of the companies increase the margin for the profits and losses because
this act shrinks the size of working capital relative to sales. If the companies want to increase or improve its liquidity, then it has to increase its working capital. In
the response of this policy the organization has to lower down its sales and hence the profitability will be affected due to this action.

NEEDS AND SIGNIFICANCE OF THE STUDY

The need for working capital arises due to the time gap between production and realization of cash from sales. Working capital is must for every business for
purchasing raw-materials, semi finished goods, stores & spares etc and the following purposes.

i) Purchase raw materials, spare parts and other component: A manufacturing firm needs raw-materials and other components parts for the purpose of converting
them in to final products, for this purpose it requires working capital. Trading concern requires less working capital.

ii) Meet over head expenses: Working capital is required to meet recurring over head expenses such as cost of fuel, power, office expenses and other
manufacturing expenses.

iii) Hold finished and spare parts etc: Stock represents current asset. A firm that can afford to maintain stock of required finished goods, work in progress & spares
in required quantities can operate successfully. So for that adequate quantity of working capital is required.

iv) Pay selling & distribution expenses: Working capital is required to pay selling & distribution expenses. It includes cost of packing, commission etc.

v) Ability to Face crises: A concern can face the situation during the depression.

OBIJECTIVES OF THE STUDY

The main objective of the study is to have an idea of the practical application of the working capital management whose theoretical aspect is known.
1. Tounderstand how efficiently the working capital is being managed in cipla and Aurobindo pharma.

2. Tounderstand the short-term solvency as well as the effectiveness of working capital in the operation of business of both the companies.

3.  Tounderstand the working capital management of cipla and Aurobindo pharma and their financial performance.

RESEARCH METHODOLOGY

The information and data for the research can be collected through secondary sources i.e. published articles, journals, news papers, reports, books and websites.
The profit & loss account and balance sheet of the Cipla and Aurobindo Pharmalimited for the last five years i.e. from 31st March 2011 to 31st March 20015 were
studied to get the clear picture of the Working Capital Management. The available data between these periods has been carefully analyzed, interpreted and
presented by studying the Working Capital Management of the Cipla and Aurobindo Pharma limited. Various tools of analysis have been employed in order to
arrive at certain conclusions regarding “COMPARATIVE STUDY OF WORKING CAPITAL MANAGEMENT-WITH THE REFERANCE OF CIPLA & AUROBINDO PHARMA”,
Tabular analysis, percentage and graphs have been used for analysis of the data.

COMPANY PROFILE

Cipla Limited is a pharmaceutical company. The Company's business units include Active Pharmaceutical Ingredients (APIs), Respiratory and Cipla Global Access.
The Company offers APIs, formulations and veterinary products. As of March 31, 2015, the Company offered its services across five continents across the world.
It offers its services in India, South Africa, Europe and North America, among others. The Company offers over 1,000 products across about 120 countries. It offers
its products for the therapeutic areas, including cardiovascular, children's health, dermatology and cosmetology, diabetes, human immunodeficiency
virus/acquired immune deficiency syndrome (HIV/AIDS), infectious diseases and critical care, malaria, neurosciences, oncology, ophthalmology, osteoporosis,
respiratory, urology and women's health. It offers veterinary products in the categories, including companion, equine, general care, livestock and poultry.
Aurobindo Pharma Limited is a pharmaceutical manufacturing company headquartered in HITEC City, Hyderabad, India. The company manufactures generic
pharmaceuticals and active pharmaceutical ingredients. The company’s area of activity includes six major therapeutic/product areas: antibiotics, anti-retroviral,
cardiovascular products, central nervous system products, gastroenterological, and anti-allergic. The company markets these products in over 125 countries. Its
marketing partners include AstraZeneca? and Pfizer The company commenced operations in 1988-89 with a single unit manufacturing Semi-Synthetic Penicillin
(SSP) at Pondicherry. Aurobindo Pharma became a public company in 1992 and listed its shares in the Indian stock exchanges in 1995. it has a presence in key
therapeutic segments such as neurosciences, cardiovascular, anti-retroviral, anti-diabetics, gastroenterology and cephalosporin’s, among others. In 2014,
Aurobindo purchased the generic operations of Actives in 7 Western European countries for $41 million.

DATA ANALYSIS AND FINDINGS

The objectives of the study have been achieved after analyzing the following ratios of Cipla and Aurobindo pharma Ltd for five years.

Current ratio for five years of Cipla and Aurobindo pharma Ltd.

Quick ratio for five years of Cipla and Aurobindo pharma Ltd.

Working capital turnover ratio for five years of Cipla and Aurobindo pharma Ltd.

Debtor’s turnover ratio for five years of Cipla and Aurobindo pharma Ltd.

Creditor’s turnover ratio for five years of Cipla and Aurobindo pharma Ltd.

Stock turnover ratio for five years of Cipla and Aurobindo pharma Ltd.

Operating profit ratio for five years of Cipla and Aurobindo pharma Ltd.

. Earnings per share for five years of Cipla and Aurobindo pharma Ltd.

ANALYSIS OF LIQUDITY RATIO

ANALYSIS OF CURRENT RATIO

Current Ratio is the relation between current assets and current liabilities. It measures whether or not a firm has enough resources to pay its debts over the next
12 months. The current ratio is an indication of a firm's market liquidity and ability to meet creditor's demands. Acceptable current ratios vary from industry to
industry and are generally between 1.5 and 3 for healthy businesses. If a company's current ratio is in this range, then it generally indicates good short-term
financial strength. If current liabilities exceed current assets (the current ratio is below 1), then the company may have problems meeting its short-term obligations.
The formula is- Current ratio= Current assets / Current liabilities

NV RAWDNRE

TABLE 1: CURRENT RATIO OF CIPLA AND AUROBINDO PHARMA (Rs.in crores)

Year CIPLA AUROBINDO PHARMA
Current assets Current Liabilities sand provision | Ratio Current assets Current Liabilities | Ratio
Loan and Advances Loan and Advances | and provision
2011 4756.46 1394.40 3.411116 | 3461.47 1575.71 2.196768
2012 4612.53 1431.31 3.222593 | 3177.39 1056.09 3.008636
2013 5122.76 1657.88 3.089946 | 3938.34 1110.51 3.546425
2014 5435.99 1955.02 2.780529 | 5561.08 1748.28 3.180886
2015 6816.39 2721.06 2.50505 6795.93 1969.81 3.450043
Average 3.001847 3.076552
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FIG. 1
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FINDINGS: The above bar chart shown that the current ratio of Cipla was 3.41 in 2011, 3.22 in 2012, 3.10 in 2013, 2.78 in 2014 and it decreased to 2.51 in2015.
On the other hand, current ratio of Aurobindo Pharma was 2.20 in 2011, 3.01 in 2012, 3.55 in 2013, and 3.18 in 2014 and it again increased to 3.45 in 2015.The
current ratio of both the company is satisfactory.
QUICK RATIO: It means the ability of a firm to pay its short term obligation as and when they become due. Quick Ratio is an indicator of company's short-term
liquidity. It measures the ability to use its quick assets (cash and cash equivalents, marketable securities and accounts receivable) to pay its current liabilities. It is
measured by dividing liquid assets by liquid liabilities. Its stander ratio is 1:1.
Liquid ratio= Liquid assets/ Liquid liabilities. Liquid assets=CA — Inventories. Liquid liabilities =CL-Bank Overdraft-Provision

TABLE 2: QUICK RATIO OF CIPLA AND AUROBINDO PHARMA (Rs. in crores)

Year CIPLA AUROBINDO PHARMA
Liquid assets | Liquid Liabilities | Ratio Liquid assets | Liquid Liabilities | Ratio
2011 1581.02 1174.52 1.346099 | 1602.5 1518.29 1.055464
2012 1574.37 1190.78 1.322133 | 1440.29 994.42 1.448372
2013 1750.29 1380.91 1.26749 1845.16 1037.26 1.778879
2014 1774.14 1636.96 1.083802 | 2979.84 1633.8 1.823871
2015 2141.67 2219.61 0.964886 | 3720.07 1861.14 1.998813
Average 1.196882 1.62108
FIG. 2
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FINDINGS: The above diagram shows that the quick ratio of cipla was 1.35in 2011, 1.32 in 2012, 1.27 in 2013,1.1 in 2014 and it stood at 1 in 2015. This decreasing
trend of the ratio was not good sign for the company. On the other hand, the ratio of Aurobindo pharma was 1.06 in 2011,1.45 in 2012, 1.78 in 2013, 1.82 in 2014
and it stood at 2 in 2015. This increasing trend of the ratio showed a good sign for the company.
ANALYSIS OF EFFICINCY RATIO
WORKING CAPITAL TURNOVER RATIO
The working capital turnover ratio measures how efficiently a business uses its working capital to produce sales. A higher ratio indicates greater efficiency. In
general, a high ratio can help the company’s operations run more smoothly and limit the need for additional funding. Working capital=Current Assets- Current
Liabilities
Working capital turnover ratio= Net sales/ Average Working capital. Average woking capital=opening working capital +closing working capital/2
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TABLE 3: WORKING CAPITAL TURNOVER RATIO OF CIPLA AND AUROBINDO PHARMA (Rs.in crores)

Year CIPLA AUROBINDO PHARMA
Net sale Av.Working capital | ratio Net sale | Av.Working capital | ratio
2011 6331.09 3160.355 2.003284 | 4133.12 | 1910.425 2.163456
2012 6977.5 3271.64 2.132722 | 4281.45 | 2003.53 2.136953
2013 8202.42 3323.05 2.468341 | 5425.1 2474.565 2.192345
2014 9380.29 3472.925 2.700977 | 7110.71 | 3320.315 2.141577
2015 10131.33 | 3788.15 2.67448 8095.1 4319.46 1.8741
Average 2.395961 2.101686
FIG.3
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FINDINGS: Above diagram shows that the working capital turnover ratio of cipla was 2 in 2011,2.13 in 2012,2.47 in 2013, 2.7in 2014 and it at 2.67 in 2015. It shows
good sign for the company. On the other hand, the working capital turnover ratio of Aurobindo pharma was 2.16in 2011, 2.14 in 2012, 2.19 in 2013, and 2.14in
2014 and in 2015 it was1.87. The ratio gradually decreased over the study period except 2013. it was not good for the company.
DEBTORS TURNOVER RATIO: Debtors Turnover ratio is an important ratio which measures the company’s efficiency in collecting the money owed by the
customers. It indicates higher the turnover rate is the more efficient of the management and more liquid are the debtors. It is measured by dividing Total credit
sales by average debtors. Here, net sale=net annual credit sale
Debtor turnover ratio=Net annual credit sales/Average debtors. Average debtor=opening debtor +closing debtors/2

TABLE 4:-DEBTORS TURNOVER RATIO OF CIPLA AND AUROBINDO PHARMA (Rs.in crores)

Year CIPLA AUROBINDO PHARMA
Credit sales | Average Debtors | Ratio credit ales | Average Debtors | Ratio
2011 6331.09 1524.875 4.151875 | 4133.12 1315.82 3.141098
2012 6977.5 1508.18 4.626437 | 4281.45 1453.29 2.94604
2013 8202.42 1582.27 5.183957 | 5425.1 1578.44 3.437001
2014 9380.29 1686.66 5.561459 | 7110.71 2350.36 3.025371
2015 10131.78 1893.51 5.350793 | 8095.1 3339.53 2.424024
Average 4.974904 2.994707
FIG. 4
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Source: Compile Personally from Dion Global Solutions Limited
FINDINGS: The data table and chart shows that the debtors turnover ratio of cipla was 4.15 times in 2011,4.63times in 2012,5.18 times in 2013,5.56times in 2014
and it goes up at 5.35 times in 2015.ltmeans the debt collection efficiency of the company gradually increased and satisfactory. On the other hand the debtor’s
turnover ratio of Aurobindo pharma was 3.14 in 2011, 2.95 in 2012, 3.44 in 2013, 3.03 in 2014 and it down to 2.42 in 2015.The debtors collecting efficiency of the
management is not good.
CREDITORS TURNOVER RATIO
Creditor’s turnover ratio is the relation between net annual credit purchase and average creditors. It gives us the information about time period by which we pay
our creditors bill. The ratio helps the creditors to take the decision, whether goods on credit will be given to us or not. Higher creditor turnover rati
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o0 is good because it will decrease the average payment period. Formula is- Creditor’s turnover ratio = net annual credit purchase/average creditor. Average
creditor= Opening creditor +closing creditor.

TABLE 5: CREDITORS TURNOVER RATIO OF CIPLA AND AUROBINDO PHARMA (Rs.in crores)

Year CIPLA AUROBINDO PHARMA
Credit purchase | Av.creditors | Ratio Credit purchase | Av.creditors | Ratio
2011 3136.29 1175.81 2.667344 | 2391.66 1119.11 2.137109
2012 2947.97 1182.65 2.492682 | 2493.27 1256.36 1.984519
2013 3440.15 1285.85 2.67539 3273.04 1015.84 3.222003
2014 4002.79 1508.93 2.652734 | 3689.05 1335.53 2.762237
2015 4414.37 1928.29 2.289267 | 4166.99 1647.47 2.529327
Average 2.555483 2.527039
FIG.5
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FNDINGS: The table and bar chart shows that the creditor’s turnover ratio of cipla was 2.67 times in 2011, 2.49 times in 2012, 2.68 times in 2013, 2.695times in
2014 and it decreased to 2.29 times in 2015. On the other hand, he creditors turnover ratio of Aurobindo Pharma was 2.13 times in 2011, 1.98 times in 2012, 3.22
times in 2013, 2.76 times in 2014 and it decreased to 2.53times in 2015.

INVENTORY TURNOVER RATIO: Inventory turnover ratio is an ability of a firm to measures how many times per period a business sale and replaces its inventory
again. Higher ratio leads to reducing holding and increase the net income and profitability. As a general rule, the higher the inventory turnover ratio is the more
efficient and profitable the firm. A high ratio means that the firm is holding a low level of average inventory in relation to sales. Formula is- Inventory turnover
ratio= Cost of goods sold/ Average stock Cost of goods sold=Sale- Gross profit

Average stock=Opening stock+ Closing Stock /2

TABLE 6:-INVENTORY TURNOVER RATIO OF CIPLA AND AUROBINDO PHARMA (Rs.in crores)

Year CIPLA AUROBINDO PHARMA
Cost of goods sold | Average stock | Ratio Cost of goods sold | Average stock | Ratio
2011 5258.6 1697.87 3.097175 | 3289.96 1102.92 2.982954
2012 5678.29 1833.83 3.09641 3803.21 1240.14 3.066759
2013 6386.4 2083.94 3.06458 4638.46 1325.5 3.499404
2014 7715.29 2427.27 3.178587 | 5377.83 1571.77 3.421512
2015 8603.13 2900.18 2.966412 | 6089.94 1928.43 3.157978
Average 3.080633 3.225721
FIG. 6
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FINDINGS: The above chart shows that the Inventory turnover ratio of Cipla was3.1 in 2011 and 2012, 3.06 in 2013,3.42 in 2014and 3.16 in 2015. On the other
hand, the ratio of Aurobindopharma was 2.98 in 2011,3.07 in 2012,3.5 in 2013, 3.42 in 2014,3.16 in 2015.

FINANCIAL PERFORMANCE RATIO

OPERATING PROFIT RATIO

Operating margin or operating profit ratio measures what proportion of a company's revenue is left over, after deducting direct costs and overhead and before
taxes and other indirect costs such as interest. Operating margin formula is: Operating profit/net sales x100

Operating profit ratio is used to measure company's pricing strategy and operating efficiency. It gives an idea of how much a company makes (before interest and
taxes) on each dollar of sales. High or increasing operating profit ratio is preferred because if the operating profit ratio is increasing, the company is earning more
per dollar of sales.

TABLE 7: OPERATING PROFIT RATIO OF CIPLA AND AUROBINDO PHARMA (Rs.in crores)

Year CIPLA AUROBINDO PHARMA
Operating profit | Netsales | Ratio Operating profit | Netsales | Ratio
2011 1320.7 6331.09 20.8605 | 957.21 4133.12 23.1595
2012 1581.86 6977.5 22.6709 | 573.5 4281.45 13.39499
2013 2119.14 8202.42 25.8355 | 958.06 5425.1 17.65977
2014 1989.53 9380.29 21.2097 | 1919.47 7110.71 26.99407
2015 1961.31 10131.78 | 19.358 2250.42 8095.1 27.79978
Average 21.9869 21.80162
FIG.7
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FINDINGS: The table and bar chart shows that the operating profit ratio of cipla was 20.86 in 2011, 22.67 in 2012, 25.84 in 2013, 21.21in 2014 and 19.36 in 2015.
On the other hand, the ratio of Aurobindo pharma was23.16 in 2011, 13.39 in 2012,17.66 in 2013, 26.99 in 2014 and 27.8 in 2015. It shows good sign for the
company.
EARNINGS PER SHARE
EPS is the amount of reported income, on a pershare basis, that a firm has available to pay dividends to common stockholders or to reinvest in itself It is measured
by dividing to calculate the ratio, subtract any dividend payments due to the holders of preferred stock from net income after tax, and divide by the average
number of common shares outstanding during the measurement period. The calculation is as per following:
EPS= Netincome after tax - Preferred stock dividends/ Average number of common shares outstanding

TABLE 8: EARNING PER SHARE OF CIPLA AND AUROBINDO PHARMA (%)

Year CIPLA AUROBINDO PHARMA
Earnings per share(Rs.) | face value(Rs.) | Percentage | Earnings per share(Rs.) | face value(Rs.) | Percentage

2010 11.96 2 598 20.4 1 2040

2011 14 2 700 -1.46 1 -146

2012 18.77 2 938.5 17.03 1 1703

2013 17.29 2 864.5 40.21 1 4021

2014 14.71 2 735.5 51.93 1 5193

Average 767.3 2562.2

FIG. 8
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FINDINGS: The data table and line chart shown that the EPS of cipla was 598% in 2011, 700% in 2012, 938.5% in 2013, 864.5% in 2014 and 735.5% in2015. On the
other hand, the ratio of Aurobindo Pharma was 2040% in 2011, -146% in 2012, 1703% in 2013, and 4021% in 2014 and it went up to 5193% in 2015, which shows
good sign for the company.

CONCLUSION AND RECOMMENDATION
CONCLUSION

Ideal Current ratio is 2:1. Current ratio of cipla and Aurobondo pharma limited has maintained the Ideal current ratio. Both the company has almost same
current ratio with the average of cipla 3:1 and Aurobindo pharma has 3.07:1. comparative study shows that the current ratio of Aurobindo pharma is better
than the cipla limited.

Quick ratio is another short term liquidity ratio. Its ideal ratio is 1:1. Both the company maintained the standared ratio except cipla in 2015. In case of cipla
it is varies from 1.35to 0.96 with the average of 1.20. On the otherhand the ratio of aurobindo pharma varies from1.06 t02.00 with the average of1.62 over
the study period. The above study shows that quick ratio of Aurobindo pharma is better than cipla limited.

From the comparative analysis it is to be said that the short term liquidity position of Aurobindo pharma is better than the cipla limited.

The Working capital turnover ratio of cipla Itd. varies from 2 times to 2.7 times with the average of 2.4 times. On the other hand, the ratio of Aurobindo
Pharma varies from1.87 times to 2.19 times with the average 2.10 times. From the study it is clear that the Working capital management of Cipla Ltd. is more
efficient than the Aurobindo pharma.

Debtor’s turnover ratio of cipla_varies from 4.15 times to 5.35 times with the average of 4.97 times. it implies that the average debt collection period is 73
days on average basis. On the other hand, Debtors turnover ratio of Aurobindo pharma varies from 3.14times to 2.42 times with the average of 2.99 times.
it implies that the average debt collection period is 122 days on average basis. The comparative study says that the debtor’s turnover ratio of Cipla Ltd.is
more efficient than the Aurobindo pharmalLtd.

Creditor’s turnover ratio of cipla_varies from 2.67 times to 2.29 times with the average of 2.56 times. it implies that the average creditors payment period is
143 days on average basis. On the other hand, creditor’s turnover ratio of Aurobindo pharma varies from 2.14times to 2.52 times with the average of 2.53
times. it implies that the average creditors payment period is 145 days on average basis. The comparative study says that the management of Cipla Ltd.is
more efficient than the Aurobindo pharmalLtd.

Inventory turnover Ratio of cipla varies from 3.1 times to 2.97 times with the average of 3.08 times which is not satisfactory. It implies either poor sales or
excess inventory and a low turnover rate can indicate poor liquidity, possible overstocking, and obsolescence Inventory Turnover Ratio of Aurobindo Pharma
varies from 2.98 times to 3.16 times with the average of 3.23 times which is not satisfactory. It implies either poor sales or excess inventory and a low
turnover rate. From the above comparative study, it is clear that the management of Aurobindo pharma Ltd._is more efficient than the Cipla Ltd.

From the comparative analysis it is to be said that the Efficiency of management of cipla limited.is better than the Aurobindo pharma in working capital turnover
ratio, debtor’s turnover ratio and creditors turnover ratio, but in case of inventory turnover ratio aurobindo pharma is better than cipla Itd.

Operating profit ratio of cipla varies from 20.86% to 19.36% with the average of 21.99%, on the other hand the rato of Aurobindo Pharma varies from 23.16%
to 27.8% with the average of 21.80%. The trend of the Operating profit ratio of Aurobindo Pharma is looking better than cipla Itd.

Earnings Per Share of cipla varies from 598% to 735.5% on face value per share with the average of 767.3%. On the other hand, the EPS of Aurobindo Pharma
varies from 2040% to 5193% with the average of 2562.2% on the face value per share. Both the companies’EPS is satisfactory. But the trend of the EPS of
Aurobindo Pharma is looking better than cipla Itd.

From the comparative analysis it is to be said that the financial performance of Aurobindo pharma is better than the cipla limited.

RECOMMENDATION

The company should concentrate on minimization of the expenses.

Management should increase the level of sales by using the same amount of working capital through great productivity.
The management should increase the debtors and creditors turnover ratio, especially Aurobindo pharma Itd.

The management should increase the Inventory turnover ratio, especially cipla Itd.
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