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Abstract

India’s economic growth is strongly related
to the development of its steel sector, which
accounts for roughly 2% of the country’s GDP. As
of 2011, India’s GDP growth rate was 7.2%, with
steel consumption serving as an important
indication of economic improvement. India is a
global leader in the steel sector, with steel
production increasing at a compounded annual
growth rate (CAGR) of 8% between 2002-03 and
2006-07. Despite this expansion, the sector’s
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Author financial performance has not been completely

Dr. Mordhawaj Tripathi satisfying. This study investigates the working
Assigant Professor capital management of Seel Authority of India
Department of Commerce Limited (SAIL), one of India’s largest steel

Pandit Sundarlal Sharma(Open) University producers. The study is primarily based on
Bilaspur, Chhattisgarh, INDIA secondary data and spansthreeyears (2020-2022).

The studies demonstrate a close link between
SAIL’s company profitability and the working
capital management component.
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I ntroduction

IsaGovernment-owned stedl producer operatingin New Delhi, India. Itiscontrolled by theMinistry
of Stedl, Government of India, and hasan annua revenue of INR 68,452 crore (US$9.32 hillion) infiscal
2020-21. SAIL wascreated on January 24, 1973 and has 61,989 employees (asof May 1, 2022).Withan
annual production capacity of 16.30 million metric tonnes, SAIL is the world’s 20th largest steel maker and
India’s largest. The company’s hot metal manufacturing capacity will increase further, reaching 50 million
tonnes per year by 2025 (VH Neware, 2022; R Sharma, 2021; K Dasani, 2024). SAIL ownsand operates
fiveintegrated steel mills, namely Bhilai, Rourkela, Durgapur, Bokaro, and Burnpur (Asansol), aswell as
three special sted factoriesat Salem, Durgapur, and Bhadravathi It so hasaferrodloy facility in Chandrapur.
Aspart of itsgloba gods, thecompany isundertaking alarge growth and modernisation effort, whichincludes
modernising and building new facilities, with afocus on cutting-edge green technol ogy (A Pande, SKumar
2021; VH Neware - 2022). According to a recent survey, SAIL is one of India’s fastest growing public
sector divisions. It a so operatesan R& D Centrefor Iron and Steel (RDCIS) and an Engineering Centrein
Ranchi, Jharkhand. The Indian steel sector makes a substantial contribution to the country’s economic
prosperity. (EPOFS REBAR-2012).The main contribution highlights steel’s dominance in traditional industries
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such as infrastructure and building, vehicles, transportation, and industrial applications. Although India’s steel
sector isexpanding faster than many other emerging countries, theimpact of the globa economic dowdown
may befdtinthedower rateof growth. With risnginflation andinterest rates, theautomobileand construction
industriesare projected to diminish domestic demand in the short run. Small enterprisesare creating niche
markets, such as sponge iron manufacturing. According to theWorld Stedl A ssociation, Indiabecamethe
world’s fourth-largest steel producer in April 2017(Neware, 2022 ). The Indian steel industry is boosting its
capacity through both greenfid d and brownfield efforts. Small enterprisesare creating nichemarkets, such as
sponge iron manufacturing. According to the World Steel Association, India became the world’s fourth-
largest steel producer in April 2017(Neware, 2022 ). In 2015, India became the world’s third largest steel
production, and it is now on track to become the second largest behind China. Given India’s low per capita
sted consumption of 61 kg compared totheglobd average of 208 kg, thereistremendousroom for expansion.
Inthisstudy, theresearcher focused on theworking capital management of Government-owned SAIL (Sinha,
M. H., & Gupta, A. 2014).

Research Methodolgy

As explanatory research, it is based on secondary data sources such as SAIL’s official website and
annua reports, numerousweb articles, blogs (internet sources), and newspapers, among others. Thereadily
available secondary dataisextens vely employedin research investigations.

Research Statement
The research statement is titled “A Study of Working Capital Management in Steel Authority of India
Limited”.
Objectives of The Sudy
Theobjectivesare categorised asfollows:
1. Tostudytheliquidity position of the Steel Authority of IndiaLimited.
2. Tocomparethefinancial performanceand find thegrowth trend of the Steel Authority of IndiaLimited.

Working Capital Management

Defined as current assetsminus current liabilities, isabusinesstool that helps organi sationsmaximise
current assetsand maintain sufficient cash flow to satisfy short-term goal sand responsibilities. Businessescan
free up cash from their balance sheetsby successfully managing working capital. Asaresult, they may beable
to minimisetheir reliance on externa borrowing, grow their operations, fund mergersand acquisitions, or
engageinresearch and devel opment. Working cashiscritica tothehed th of every firm, but efficiently managing
it requiresaddicate balance. Companies must have enough cash on hand to pay both planned and unplanned
expenses, aswell asmakethe greatest use of thefundsavailable. Thisisaccomplished by the appropriate
management of accountspayable, receivable, inventory, and cash.

Current Ratio
Current Ratio= Current Assets/ Current Liabilities
The current ratio assesses an organization’s capacity to pay its expenses in the short term. Itis a

commonly used metric of a company’s short-term liquidity. Analysts use the ratio to decide whether to invest
inor lendtoabusiness.

Liquid Ratio
Liquid Ratio=LiquidAssets/ Liquid Liabilities

A liquidity ratio is a financial metric that assesses a company’s ability to meet short-term credit
commitments. The indicator analyses whether a company’s current (liquid) assets can pay its current liabilities.
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Fixed Assets Ratio

Fixed AssetsRatio = Fixed Assets/ Proprietary fund

Fixed Assets Ratio is a sort of solvency ratio (long-term solvency) calculated by dividing a company’s total
fixed assets(net) by itslong-term funds. It indicatesthe quantity of fixed assetsfinanced by each unit of long-
termfunding.

Current Assetsto Proprietory Fund Ratio
Current Assetsto Proprietary fund ratio = Current ratio / Proprietary fund
The ratio is determined by dividing the total current assets by the shareholders’ wealth.

Fixed Assetsto Long Term Liabilities
Fixed assetscan bedivided by long-term liabilities.

The fixed-assets-to-long-term-liabilities ratio measures a company’s solvency. Long-term obligations
arefrequently secured by fixed assets, whichiswhy creditorsareinterested inthisratio. Thisratioisdetermined
by dividing thevalue of fixed assets by theamount of long-term debt.

Debtor Turnover Ratio
Debtor turnover ratio = Debtors + Bill Receivable/ Credit sales* Working daysof year

Accounts Receivable Turnover ratio is often referred to as debtor turnover ratio. Thisillustrateshow
many timesaverage debtors have beenturnedinto cashinagiven year. Thisisa so known asthe efficiency
ratio, and it measures the company’s ability to collect revenue.

Debtor Velocity Ratio
Debtor Velocity ratio = Net Credit Sales/ Debtors+ BillsRecelvable

Debtorsvelocity refersto the number of timesdebtorsareturned over in ayear. Ingenerd, thelarger
the value of debtor turnover, the more efficient debtor/sales management or the debtors’ liquidity.

Working Capital Ratio
Theworking capita ratioiscal culated as Current Assets/ Current Liabilities.

Sock to Current Assets Ratio

The current ratio is a popular method for investors to evaluate the health of a stock’s balance sheet. The
current ratio measures a company’s capacity to pay its current commitments and obligations due within a year.
The current ratio is defined as acompany’s current assets divided by its current liabilities

Data Analysis
Dataevduationisthe processof examining each component of thegiven datausinglogica and diagnostic
reasoning. When conducting astudy, various steps must be completed, and thistype of anaysisisjust one of
them. Toarriveat aresult or conclusion, datafrom various sourcesisassembled, evaluated, and anal ysed.
Table 1: Anadysisof Working Capita Management Position of SAIL

YEAR

Working Capital Management 2020 | 2021 | 2022
Current Ratio 058 | 049 | 0.37
Liquid Ratio 036 | 207 | 7.82
Fixed Assets Ratio 162 | 171 | 1.73
Current Assetsto Proprietary fund ratio 0.08 | 0.78 | 0.95
Fixed Assetsto long term liabilities 118 | 0.85 | 0.75
Debtor turnover ratio 040 | 0.1 0.14
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Debtor Ve ocity ratio 21.84 | 9.70 | 6.99
Working Capita ratio 0.66 | 1.15 | 0.57
Inventory to working capital ratio 025 | 029 | 0.39
Stock to current asset ratio 0.28 | 049 | 0.05

(Source: Centre for Monitoring Indian Economy- CMIE,Financial Data of SAIL from
Moneycontrol.com, Annual Report SAIL)

Figurel: Analysisof Current Ratio
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I nterpretation
Analysing the financial performance of Steel Authority of India reveals that the company’s current ratio
hasimproved from 2020 to 2022. Thisratiowas0.37 in 2020, risingt0 0.49in 2021 and 0.58in 2022. This
improvement indicates that the company’s present assets are improving, and it is becoming more capable of
meeting its existing obligations. This is a favourable sign, indicating that the company’s financial situation is
improving.
Figure2: Anadysisof Liquid Ratio
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I nter pretation

Analysing the Steel Authority of India’s Liquidity Ratio reveals that the company’s liquidity position has
deteriorated between 2020 and 2022. Theliquidity ratio was 7.82 in 2020, reduced to 2.07 in 2021, and
dropped to 0.361 in 2022. This decline indicates that the company’s liquidity situation has weakened and it is
becoming lessableto meet itsshort-term obligations. Thisisaconcerning Sgn, indicating that the corporation
should takeaction to strengthenitscash situation.
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Figure3: Analysisof Fixed AssetsRatio
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I nter pretation
After analysing the Fixed Assets Ratio of Steel Authority of India, it was discovered that the company’s
Fixed Assets Rati o decreased significantly from 2020 to 2022. The Fixed Assets Ratio was 1.73in 2020,
grewto 1.71in 2021, and decreased to 1.62 in 2022. This reduction indicates that the company’s fixed asset
position hasdeteriorated marginaly, dthough it remainsacceptable. Thisdemonstratesthat theorganisationis
capable of managing itsfixed assetsand utilising the resourcesrequired to runitsoperation sustainably.
Figure4: Anaysisof Current Assetsto Proprietary fundratio

wn
a

0 =]
™~
=]
- I
£
o
]

CURRENT ASSETS TO PROPRIETORY FUND RATIO

I nter pretation
The Steel Authority of India’s Current Assets to Proprietory Fund Ratio has decreased marginally from
2020t0 2022, according to an andysis. Theratiowas0.95in 2020, fell to 0.78in 2021, and finally reached
0.80in 2022. This fall shows that the company’s current assets position has decreased slightly, but it remains
acceptable. Thisdemonstratesthat the company can manageits current assetsand isallocating theresources
needed to continueits operation sustainably.
Figure5: Andysisof Fixed Assetstolongterm liabilities
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I nter pretation

After analysing Steel Authority of India’s Fixed Assets to Long-Term Liabilities ratio, it was discovered
that the company’s Fixed Assets to Long-Term Liabilities ratio decreased significantly between 2020 and
2022. Theratiowas 1.18 in 2020, then dropped to 0.85in 2021 and 0.75 in 2022. Thisreductionimplies
that the company’s fixed asset position has deteriorated marginally, although it remains acceptable. This
demondtratesthat the company is capable of managing itsfixed assetsand al ocating theresourcesrequired to
meset itslong-term responsibilities.

Figure6: Anaysisof Debtor Turnover Ratio
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I nter pretation

The Steel Authority of India’s Debtor Turnover Ratio has decreased from 2020 to 2022, according to
an analysis of the company’s data. This ratio was 0.14 in 2020, rose to 0.10 in 2021, and dropped to 0.046
in 2022. This decline indicates that the company’s debitor situation has deteriorated, and it is taking longer to
recover its debitors. This is a warning sign, indicating that the company’s debitor recovery process needs to
beimproved.

Figure7: Analysisof Debtor Vel ocity Ratio
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I nter pretation

The Steel Authority of India’s Debtor \elocity Ratio grew from 2020 to 2022, according to an analysis
of the company’s data. This ratio was 6.99 in 2020, grew to 9.70 in 2021, and hit 21.84 in 2022. This
increase demonstrates that the company’s debitor recovery rate has improved, and the company is recovering
money from its debtors more swiftly. This is a favourable sign, indicating that the company’s financial situation
isimproving.
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Figure8: Anaysisof Working Capital Ratio
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I nter pretation
Analysis of the Steel Authority of India’s working capital ratio reveals that the company’s working
capital ratio changed between 2020 and 2022. The ratio was 0.57 in 2020, rose to 1.15 in 2021, and
declined to 0.66 in 2022. This shift indicates that the company’s working capital situation has changed, but the
ratio remainsacceptablein theyear 2022. Thisindicatesthat the corporation should exercise caution while
managing itsworking capita.
Figure9: Anaysisof Inventory to Working Capita Ratio
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I nter pretation

Analysing the inventory to working capital ratio of Steel Authority of India reveals that the company’s
inventory to working capital ratio has decreased from 2020 to 2022. Theratio was 0.34 in 2020, grew to
0.291in 2021, and decreased to 0.25 in 2022. This drop indicates that the company’s inventory situation has
improved and that it is making better use of itsworking capital. Thisisafavourablesign, indicating that the
company’s financial situation is improving.
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Figure 10: Analysisof Stock to Current Asset Ratio
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I nter pretation

The Steel Authority of India’s stock to current asset ratio has decreased from 2020 to 2022, according
to an analysis. The ratio was 0.5 in 2020, grew to 0.49 in 2021, and decreased to 0.28 in 2022. This
reduction indicates that the company’s stock position has improved and that it is making better use of its
currentassets. This is a favourable sign, indicating that the company’s financial situation is improving.

Conclusion

When the Steel Authority of India (SAIL)’s financial performance is examined, it is discovered that the
company’s balance ratios are below standard and do not bode well. According to studies, extra funds are used
toinvestinfixed assetsrather than supplying working capitd, resultingin aLow working capital turnover rétio.

Profitability ratios can be used to assesscorporate profitability. M ost anaystsfavour ROCE/ROI and
ROTA. Many factorsaffect organisationd profitability, includingworking capitd management (\WCM). Sudies
demonstrate a strong link between SAIL’s company profitability and the working capital management
component.
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