
A  Study on Sustainable Growth of the Manufacture Industries in Coimbatore 

                                                   Vijayalakshmi J  

  Asst Professor PSGR Krishnammal College for Women 

      Coimbatore 

 

 
 1.1 Introduction 

Manufacturing industry plays a crucial role to Indian economy, with diverse sectors under 

manufacturing such as electronic, electrical, machinery, instrumentation, construction, 

automation etc manufacturing industry offer various products to in and out of India. For the 

development of manufacturing government continues to offer its support through training, better 

polices, equipping infrastructures to compete other markets in the globe. To stay at the top of 

making profits and competitions, companies constantly find newer ways to improve 

performances and returns. The health status of any company is often reflected in their financial 

statements. Financial statements are important to manage finance, activity, performance and 

decisions.   

 1.2 Manufacturing Industry in India 

According to National manufacturing council, the Indian manufacturing industry is expected to 

give 25% to GDP by 2025. The present GDP stays at 16% and by 2025 it is expected to rise to 

25% as the export is building a CAGR of 20%. India become a hub for setting up low cost plants 

and expected to draw investments around the globe with 1000M investments. The growing of 

Indian markets across Information Technology and Telephone has been already witness a major 

contribution to the manufacturing; however there is some slump over the last 5 years but 

continues to become the greatest makers in the field of textile, equipments and machinery and 

pharmaceuticals. 
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Objectives of the study 

To draw conceptual justification to the study following objectives are framed 

1. To Analysis of growth 

2. To analysis of profitability position  

 

 

REVIEW OF LITERATURE 

1. Abuzar M.A. Eljelly, (2004) studied how profitability and liquidity are connected. The 

liquidity ratios such as current ratio and cash conversion interval are the main 

determinants that evaluate the levels of profitability and liquidity. The current ratio 

measures the company’s ability to pay its current liabilities such as debts and accounts 

payables. The relation between current ratio and profitability is noted and confirmed that 

the current ratio has significant effect on profitability. The cash conversion interval 

measures the liquidity level of the company and thus the relation between liabilities and 

working capital has a strong influence on profitability. In the end, they found that size of 

the company also accounts for the profitability of the firm.  

2. (Padachi, 2006) studied the impact of working capital on profitability in Mauritian small 

manufacturing firms. Using 58 companies’ data he investigated the relation between 

working capital and firm profitability, the study identifies the positive relation between 

them. Working capital funds invested on inventories and receivables contribute to lower 

the profits. Liquidity defines the profitability of the company with respect to inventory 

turnover, receivable turnover, accounts payable turnover and cash conversion turnover. 

The relationship between these liquid ratios affects the firm profits and the companies 

have followed practices to manage their liquidity in order to boost their profits. Liquidity 
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and working capital have an increased effect on the profits of the company and 

shareholders.  

3. mallikarjunappa and goveas (2007) studied determinants of capital structure influencing 

leverage of pharmaceutical companies in India, for the study they considered ten 

determinants of capital structure such as profitability, collateral value of assets, growth, 

size, debt service capacity, tax rate, non-debt tax shield, liquidity, uniqueness and 

business risk . They considered data for ten years (1993-2002) with sample size of 71 

firms by using multiple regression. They concluded that debt service capacity, liquidity 

and business risk are statically significant and others  

a. showed insignificant.  

 

Research Methods 

This study uses research methods like Ratio analysis,  

Ratio Analysis 

Ratio analysis is used to evaluate relationships among financial statement items. Analysis and 

interpretation of financial statements with the help of ‘ratios’ is termed as ‘Ratio analysis’. 

Financial statement ratio analysis focuses on three key aspects of a business: liquidity, 

profitability, and growth.  

1. Liquidity Ratios 

2.  Profitability Ratios 

3. Activity Ratios 

4. Solvency Ratios 
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ANALYSIS AND INTERPRETATION 

 

Ratio Analysis 

Ratio analysis is a process of measuring relationships between financial accounts presented in 

the financial statement. A ratio analysis reflects the proportion of accounts and is often used for 

comparisons. Ratio’s shows the financial positions and performances of a given company. Ratio 

analysis can be grouped into liquidity, solvency, efficiency, profitability, and valuation of a 

financial statement. This study uses profitability ratios, solvency ratios and performance ratios.     

 

Gross Profit Ratio Gross profit ÷ Net sales 

Operating  profit ratio Operating profits  ÷ Net sales 

Operating ratio Operating Expenses ÷ Net sales 

Net profit ratio Net income ÷ Net sales 

Earnings per share Net profit after tax + Preference dividend ÷ Net sales 

Accounts payable turnover 

ratio 

Total  Purchases ÷ Average Account payable 

Operating expenses ratio Operating expenses ÷ Net sales 

Current ratio Current assets ÷ current liabilities 

Quick ratio Cash & Cash equivalents + current receivables ÷ Current 

liabilities 

Cash Ratio Cash & Cash Equivalents ÷ Current Liabilities  

Debt to equity ratio Current liabilities ÷ Stock Holders equity 

Interest coverage ratio Earnings before tax ÷ Interest expenses 

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 6, Issue 4, April 2019

ISSN NO: 0975-6876

http://cikitusi.com/111



 

Current Ratio = Current Asset/Current Liabilities 

Current Ratio = Current Asset/Current Liabilities 

Quick Ratio = (Total Current Ratio−Inventory)/ Total Current Liabilities   

 

 

FINDINGS, SUGGESTIONS AND CONCLUSION 

 Findings 

 Gross profit ratio for the study period declines from 0.66 to .39 which shows that the 

company is not good at its sales and business process meaning that the company is 

struggling in its business activities with respect to cost of raw materials, sales, pricing 

strategies.  

 OR for the study period is maintained with an average value of 0.81 which shows that the 

sales efficiency of generating income from operations is maintained. The company is 

making sustainable income through its sales. The operational expenses are in control.  

 The operating profit ratio of the company is consistent at 0.13 which shows that the 

company is efficient at pricing strategies, generating profits from its revenue. The OPR 

also suggests that its sales are growing and the company has competitive advantage in the 

market.  

 The NPR is in maintained at 0.06 which show that the company is maintaining its sales. It 

also suggests that the company has a competitive advantage in its market. The company 

has more sales power, good pricing strategies and can produce profits from its sales.  
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 The EPS of the company is decreased and the share holders are receiving the lower 

profits when compared to the previous years. The lower earnings per share indicate the 

lowered profits per share. The net income is maintained at EPS level 65.26.  

 

Suggestions 

 

GPR shows a downward trend company should focus on improving sales, sales strategies, 

and pricing polices so that profits can be improved but operating profit ratios shows sales is 

growing and the company should maintain its competitive advantage in the market. The lowering 

EPS trend should be removed so that share holders might receive more profits and attracts more 

investments. Company should continue to maintain its low operational cost otherwise the GPR 

would decrease as a result of higher operational expenses. Also, company can improve its 

payable turnover ratio to six months so that interests and other cost involved with creditors 

would decrease and the company can improve its operational capacity.  

 

Conclusions 

For a sustainable growth which ever profit figures are used directors and managers need 

to consider that the profit is growing with respect to the size of the market and company. This is 

to ensure that the company is improving at least as much profit through extra sales. Also, the 

profits should always be in excess of the cost of capital involved over the years. Without 

consistent profit performance, a company cannot become a good employer and a good company 

to prevail in the market. The directors must analyze the solvency level and if the company is 

insufficient to pay its debts, or its liabilities then its assets will be sold and the payoff will be 
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distributed among its creditors which is painful and so solvency is more important than 

profitability. 
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