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Abstract- The essential part in management of working capital lies in maintaining its liquidity in day-to-day operation to 

ensure smooth running of the business and meets its obligations. Managers must ensure that the firm is running in 

efficient and profitable manner . If  Working capital is not properly managed then it will affect firm’s growth and 

profitability which will further escort to financial distress. The present study is based on secondary data of automobile 

companies, hence the selection of 10 auto companies in India was done on the basis of their market capitalization. 

Regression analysis is used to know the impact of different components of working capital on profitability of these 

companies. 

 

I. INTRODUCTION 

Working capital is considered as a significant issue in financial decision-making given that it is being a part of 

investment in asset which calls for appropriate financing investment. However, according to Sanger, working capital 

has always been ignored in financial decision-making because it involves investment and financing in short-term 

period and also acts as a restrain in financial performance. Working capital management contributes to the 

profitability in terms of current assets turnover ratio. Although, it ought to be critical for to a firm to sustain their 

short-term investment as it will ensure the ability of a firm in longer period. The essential part in management of 

working capital lies in maintaining its liquidity in day-to-day operation to ensure smooth running of the business and 

meets its obligations. Nevertheless, this is not an effortless task because managers must ensure that the firm is 

running in efficient and profitable manner and also there are high possibilities of mismatch of current asset and 

current liability during this process. If this happens and firm‟s manager failed to manage it properly then it will 

affect firm‟s growth and profitability which will further escort to financial distress and finally firms can go bankrupt. 

 

II. REVIEW OF LITERATURE. 

Kumari and Anthuvan (2017) studied impact of working capital management on profitability of leading listed 

automobile companies in India. The study depicts that liquidity and profitability trade off can be tackled by 

improving and adopting effective working capital management strategies into manufacturing industries. The study 

reveals relationship between working capital management and profitability of   10 automobiles manufacturing firms 

from CMIE prowess database for 2006-2012. This is important as Indian economy endured 2008 financial crisis and 

it‟s after effects, which drained liquidity out of the system. Inventory models such as JIT, EOQ, and FSN will reduce 

overstocking of inventory in automobiles, so automobile companies should focus on reducing inventory turnover 

days to maximise profit.. 

Enqvist, Graham, and Nikkine (2014) studied by taking sample of 1136 Finnish listed companies for the year 1990 

to 2008. In their study they examine the impact of working capital management on firm‟s profitability in different 

business cycles. Return on assets and gross operating income are dependent variables. Returns on assets are overall 

indicator of profitability. For measuring operational performance, gross operating income as a percentage of total 

assets minus financial assets is taken. Independent variables are inventory conversion period, average collection 

period and payable deferred period and cash conversion cycle. Company size, current ratio, debt ratio, sales growth 

and operating income (gross income minus operating expenses minus depreciation)  are going to affect firm‟s 

profitability are included in the model. In addition to study results in business cycles recession and prosperous 

economic state, dummy variables are added. The results find significant negative relationship between cash 

conversion and profitability (ROA and gross operating income). The results also show negative and significant 

relationship between accounts payable deferred period and profitability. Negative relationship also find between 

accounts receivable and profitability as well as inventory and profitability 

Sharma and Kumar (2010) examine the effect of working capital on profitability in Indian firms. The author use a 

sample of 263 non-financial firms, listed at Bombay stock exchange for the period 2000-2008. The author uses 

return on assets as dependent variable applying Pearson correlation and multiple regression analysis. Cash 
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conversion cycle and its components each having different regression equation are independent variables. Size, 

growth, firm leverage and Current ratio are the control variables. Reducing the days in inventory and accounts 

payable will increase firms‟ profitability while days in cash conversion cycle and days in accounts receivable are 

positively related to firm‟s profitability. The researchers explains that “Indian companies tend to grant longer credit 

to customers to sustain in their market and respond to competition”, that is why increasing in number of days in 

accounts receivable has a positive impact on firms” profitability. 

Objectives of the study : Objective of the study is used to know the impact of different components of working 

capital on profitability of Indian automobile sector. 

objective 

 

III. RESEARCH METHODOLOGY 

As the study is based on secondary data, hence the selection of 10 auto companies in India was done on the basis of 

their market capitalization as per „Business Maps of India.com‟. These companies were: 

S. No. Name of the Company Market Capitalization (crore Rs.) 

1 Tata Motors Limited 56499.77 

2 Mahindra & Mahindra Limited 49945.17 

3 Maruti Suzuki India Limited 31475.63 

4 Hero Motocorp Limited 40395.63 

5 Bajaj Auto Limited 46885.69 

6 Ashok Leyland Limited 6653.15 

7 Sundaram Clayton Limited 529.23 

8 TVS Motors Company Limited 2985.00 

9 Eicher Motors Limited 4448.27 

10 Force Motors Limited 730.05 

 

Fifteen years data on working capital management were collected from secondary sources like annual reports of the 

selected auto-companies, Economic Survey of India of different years, research publications, journals, websites, 

Bombay Stock Exchange (BSE) and National Stock Exchange (NSE) of India. The period of the study was 2002-03 

to 2016-17. The impact of different components of working capital on profitability of selected auto industries was 

evaluated through multiple backward step regression analysis. It was done so by taking „current assets turnover 

ratio‟ as dependent variable and components of working capital as independent variables.  

 

IV. RESULTS AND DISCUSSION 

The results obtained after regression analysis have been discussed hereunder: 

 

4.1. Bajaj Autos 

A perusal of Table 1 showed that in the first run model, the magnitude of multiple determination came to be 0.665, 

which slightly reduced to 0.651 in the final run model. This showed that 65.1 percent of the variation in current 

assets turnover ratio was explained by the 3 significant variables, while the contribution of 2 non-significant 

variables was only 1.4 percent. 

Table 1: Impact of different components of working capital on profitability of Bajaj Autos 

    

(Y= Current Assets Turnover Ratio) 

Component of WC 
1st run model final run model 

β t-value β t-value 

Constant 3.401 4.17 3.489 4.71** 

Inventory 0.002 1.33 0.003 3.56** 

Receivables 0.000 1.42 -0.0001 2.88** 

Cash 0.001 0.59 

  Other Current Assets -0.001 1.66 -0.001 2.27* 

Current Liabilities 0.000 0.10 

  R-Square 0.665 

 

0.651 
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F-ratio 3.57* 

 

6.85** 

    

The regression coefficient of inventory (0.003) came to be significantly positive, which indicated that an increase in 

inventory would lead to an increase in current assets turnover ratio in Bajaj Autos. On the other hand, the regression 

coefficient of receivables (-0.0001) and other current assets (-0.001) was significantly negative, which revealed that 

an increase in receivables and other current assets would lead to a decline in current assets turnover ratio. The 

analysis indicated that inventory have positive impact on profitability, while receivables and other current assets 

have negative impact on profitability in Bajaj Autos.   

 

4.2 Mahindra & Mahindra 

The analysis given in Table 2 showed that in the first run model, the magnitude of multiple determination came to be 

0.413, which slightly reduced to 0.403 in the final run model. This showed that 40.3 percent of the variation in 

current assets turnover ratio was explained by the 2 significant variables, while the contribution of 3 non-significant 

variables was only 1.0 percent. 

Table 2: Impact of different components of working capital on profitability of Mahindra & Mahindra 

    

(Y= Current Assets Turnover Ratio) 

Component of WC 
1st run model final run model 

β t-value Β t-value 

Constant 2.174 6.59 2.211 21.65** 

Inventory 0.000 1.95 -0.0001 2.46* 

Receivables 0.000 0.38 

  Cash 0.000 0.10 

  Other Current Assets 0.000 0.05 

  Current Liabilities 0.000 0.40 0.0001 2.80** 

R-Square 0.413 

 

0.403 

 F-ratio 1.27 

 

4.05* 

   

The regression coefficient of current liabilities (0.0001) came to be significantly positive, which indicated that an 

increase in current liabilities would lead to an increase in current assets turnover ratio in Mahindra & Mahindra. On 

the other hand, the regression coefficient of inventory (-0.0001) was significantly negative, which revealed that an 

increase in inventory would lead to a decline in current assets turnover ratio. The analysis indicated that current 

liabilities have positive impact on profitability, while inventory exerted negative impact on profitability in Mahindra 

& Mahindra.   

 

4.3 Tata Motors 

The analysis given in Table 3 showed that in the first run model, the magnitude of multiple determination came to be 

0.567, which reduced to 0.520 in the final run model. This showed that 52.0 percent of the variation in current assets 

turnover ratio was explained by the sole significant variable, while the contribution of 4 non-significant variables 

was 4.70 percent. 

Table 3: Impact of different components of working capital on profitability of Tata Motors 

    

(Y= Current Assets Turnover 

Ratio) 

Component of WC 
1st run model final run model 

β t-value Β t-value 

Constant 1.104 2.65 1.188 8.42** 

Inventory -0.00001 0.31 

  Receivables 0.00004 0.33 0.00004 3.75** 

Cash 0.0001 0.70 

  Other Current Assets 0.003 0.45 
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Current Liabilities 0.00003 0.72 

  R-Square 0.567 

 

0.520 

 F-ratio 2.35 

 

14.10** 

  

The regression coefficient of receivables (0.00004) came to be significantly positive, which indicated that an 

increase in receivables would lead to an increase in current assets turnover ratio in Tata Motors. All other variables 

turned to be non-significant, which revealed that inventory, cash, other current assets and current liabilities could not 

influence the current assets turnover ratio. 

 

4.4 Ashoka Leyland 

A perusal of Table 4 showed that in the first run model, the magnitude of multiple determination came to be as high 

as 0.947, which slightly reduced to 0.936 in the final run model. This showed that 93.6 percent of the variation in 

current assets turnover ratio was explained by the 3 significant variables, while the contribution of 2 non-significant 

variables was only 1.1 percent. 

Table 4: Impact of different components of working capital on profitability of Ashoka Leyland 

  

(Y= Current Assets Turnover Ratio) 

 
Component of WC 

1st run model final run model 

Β t-value β t-value 

Constant 1.426 5.42 1.498 5.90 

Inventory 0.0001 0.93 

  Receivables -0.0001 2.15* -0.0001 3.20** 

Cash 0.0001 3.08** 0.001 3.56** 

Other Current Assets 0.001 1.18 

  Current Liabilities 0.001 6.71** 0.0001 10.96** 

R-Square 0.947 

 

0.936 

 F-ratio 32.41** 

 

53.20** 

   

The regression coefficient of cash (0.001) and current liabilities (0.0001) came to be significantly positive, which 

indicated that an increase in cash volume and current liabilities would lead to an increase in current assets turnover 

ratio in Ashoka Leyland. On the other hand, the regression coefficient of receivables (-0.0001) was significantly 

negative, which revealed that an increase in receivables would lead to a decline in current assets turnover ratio. The 

analysis indicated that receivables have negative impact on profitability, while cash and current liabilities have 

positive impact on profitability in Ashoka Leyland.   

 

4.5 Eicher Company 

A perusal of Table 5 showed that in the first run model, the magnitude of multiple determination came to be as high 

as 0.981, which slightly reduced to 0.972 in the final run model. This showed that 97.2 percent of the variation in 

current assets turnover ratio was explained by the 3 significant variables, while the contribution of 2 non-significant 

variables was only 0.9 percent. 

Table 5: Impact of different components of working capital on profitability of Eicher Company 

 

(Y= Current Assets Turnover Ratio) 

  
Component of WC 

1st run model final run model 

Β t-value β t-value 

Constant 0.859 9.58 0.782 15.51 

Inventory 0.000 11.47** 0.0001 16.47** 

Receivables 0.000 1.63 

  Cash -0.0001 4.92** -0.0001 4.67** 

Other Current Assets -0.006 3.21** -0.008 4.50** 
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Current Liabilities 0.000 0.81 

  R-Square 0.981 

 

0.972 

 F-ratio 93.63** 

 

129.05 

  

The regression coefficient of cash (-0.0001) and other current assets (-0.008) came to be significantly negative, 

which indicated that an increase in cash volume and other current assets would lead to a decline in current assets 

turnover ratio in Eicher Company. On the other hand, the regression coefficient of inventory (0.0001) was 

significantly positive, which revealed that an increase in inventory would lead to an increase in current assets 

turnover ratio. The analysis indicated that cash and other current assets have negative impact on profitability, while 

inventory has positive impact on profitability in Eicher Company.   

 

4.6 Force Motors 

A perusal of Table 6 showed that in the first and final run model, the magnitude of multiple determination worked as 

high as 0.940, where all the 5 variables turned to be significant either in positive manner or in negative manner. This 

showed that 94.0 percent of the variation in current assets turnover ratio was explained by the 5 significant variables. 

Table 6: Impact of different components of working capital on profitability of Force Motors 

 

(Y= Current Assets Turnover Ratio) 

Component of WC 
1st & final run model 

Β t-value 

Constant 0.816 11.09** 

Inventory 0.004 8.76** 

Receivables 0.001 4.77** 

Cash -0.001 4.31** 

Other Current Assets -0.003 5.51** 

Current Liabilities -0.002 5.90** 

R-Square 0.940 

 F-ratio 28.34** 

  

The regression coefficient of inventory (0.004) and receivables (0.001) came to be significantly positive, which 

indicated that an increase in inventory and receivables would lead to an increase in current assets turnover ratio in 

Force Motors. On the other hand, the regression coefficient of cash (-0.001), other current assets (-0.003) and 

current liabilities (-0.002) was significantly negative, which revealed that an increase in cash, other assets and 

current liabilities would lead to a decline in current assets turnover ratio. The analysis indicated that cash, other 

current assets and current liabilities have negative impact on profitability, while inventory and receivables have 

positive impact on profitability in Force Motors.   

 

4.7 Muruti Suzuki 

The analysis given in Table 7 showed that in the first run model, the magnitude of multiple determination came to be 

0.560, which reduced to 0.325 in the final run model. This showed that 32.5 percent of the variation in current assets 

turnover ratio was explained by the sole significant variable, while the contribution of 4 non-significant variables 

was 23.5 percent. 

Table 7: Impact of different components of working capital on profitability of Muruti Suzuki 

 

(Y= Current Assets Turnover Ratio) 

  
Component of WC 

1st run model final run model 

Β t-value β t-value 

Constant 3.504 3.46** 2.084 3.04** 

Inventory 0.001 1.76 0.0001 2.50* 

Receivables -0.001 1.80 
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Cash -0.0001 0.42 

  Other Current Assets -0.011 0.98 

  Current Liabilities 0.0001 0.48 

  R-Square 0.560 

 

0.325 

 F-ratio 2.35 

 

6.27* 

  

The regression coefficient of inventory (0.00001) came to be significantly positive, which indicated that an increase 

in inventory would lead to an increase in current assets turnover ratio in Muruti Suzuki. All other variables turned to 

be non-significant, which revealed that receivables, cash, other current assets and current liabilities could not 

influence the current assets turnover ratio. 

 

4.8 Hero Motocorp 

A perusal of Table 8 showed that in the first run model, the magnitude of multiple determination came to be 74.0 as 

high as 0.813, which reduced to 0.740 in the final run model. This showed that  percent of the variation in current 

assets turnover ratio was explained by the 2 significant variables, while the contribution of 3 non-significant 

variables was 7.3 percent. 

The regression coefficients of inventory (-0.022) and cash (-0.004) came to be significantly negative, which 

indicated that an increase in inventory and cash would lead to a decline in current assets turnover ratio in Hero 

Motocorp. All other variables were non-significant, which could not exert any effect on current assets turnover ratio.  

Table 8: Impact of different components of working capital on profitability of Hero Motocorp 

 

(Y= Current Assets Turnover Ratio) 

  
Component of WC 

1st run model final run model 

Β t-value β t-value 

Constant 16.570 11.69 16.358 13.32 

Inventory -0.025 2.74** -0.022 5.03** 

Receivables 0.001 0.37 

  Cash -0.003 2.43* -0.004 2.74** 

Other Current Assets 0.001 0.15 

  Current Liabilities 0.001 1.82 

  R-Square 0.813 

 

0.740 

 F-ratio 7.82** 

 

17.11** 

  

The analysis indicated that inventory and cash have negative impact on profitability in Hero Motocorp.   

 

4.9 Sundram Clayton 

A perusal of Table 9 showed that in the first run model, the magnitude of multiple determination came to be 0.670, 

which slightly reduced to 0.637 in the final run model. This showed that 63.7 percent of the variation in current 

assets turnover ratio was explained by the 3 significant variables, while the contribution of 2 non-significant 

variables was only 3.3 percent. 

Table 9: Impact of different components of working capital on profitability of Sundram Clayton 

 

(Y= Current Assets Turnover Ratio) 

  
Component of WC 

1st run model final run model 

β t-value Β t-value 

Constant 2.660 5.01** 3.476 10.18** 

Inventory -0.025 3.26** -0.005 2.16* 

Receivables 0.015 2.67* 0.038 2.71* 

Cash -0.065 1.66 
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Other Current Assets 0.031 3.06* 0.088 3.11* 

Current Liabilities 0.003 0.91 

  R-Square 0.670 

 

0.637 

 F-ratio 3.66* 

 

3.51* 

  

The regression coefficient of receivables (0.038) and other current assets (0.088) came to be significantly positive, 

which indicated that an increase in receivables and other current assets would lead to an increase in current assets 

turnover ratio in Sundram Clayton. On the other hand, the regression coefficient of inventory (-0.005) was 

significantly negative, which revealed that an increase in inventory would lead to a decline in current assets turnover 

ratio. The analysis indicated that inventory has negative impact on profitability, while receivables and other current 

assets have positive impact on profitability in Sundram Clayton.   

 

4.10. TVS Motors 

A perusal of Table 10 showed that in the first run model, the magnitude of multiple determination came to be 0.914, 

which reduced to 0.869 in the final run model. This showed that 86.9 percent of the variation in current assets 

turnover ratio was explained by the 4 significant variables, while the contribution of one non-significant variable 

was only 4.5 percent. 

Table 10: Impact of different components of working capital on profitability of TVS Autos 

 

(Y= Current Assets Turnover Ratio) 

  
Component of WC 

1st run model final run model 

Β t-value β t-value 

Constant 8.164 20.50 7.626 21.10** 

Inventory -0.011 5.43** -0.009 4.28** 

Receivables -0.008 6.87** -0.009 6.74** 

Cash -0.008 2.15 

  Other Current Assets -0.012 5.28** -0.013 4.82** 

Current Liabilities 0.007 8.33** 0.007 7.11** 

R-Square 0.914 

 

0.869 

 F-ratio 19.02** 

 

16.60** 

  

The regression coefficient of inventory (-0.009), receivables (-0.009) and other current assets (-0.013) came to be 

significantly negative, which indicated that an increase in inventory, receivables and other current assets would lead 

to a decrease in current assets turnover ratio in TVS Motors. On the other hand, the regression coefficient of current 

liabilities (0.007) was significantly positive, which revealed that an increase in current liabilities would lead to an 

increase in current assets turnover ratio. The analysis indicated that inventory, receivables and other current assets 

have negative impact on profitability, while current liabilities has positive impact on profitability in TVS Motors.   

 

V. FINDINGS OF THE STUDY 

The analysis of bajaj auto. indicated that receivables have positive impact on profitability, while receivables and 

other current assets have negative impact on profitability in Bajaj Auto. Current liabilities have positive impact on 

profitability, while inventory exerted negative impact on profitability in Mahindra & Mahindra. In Tata Motors 

inventory, cash, other current assets and current liabilities could not influence the current assets turnover ratio. 

Receivables have negative impact on profitability, while cash and current liabilities have positive impact on 

profitability in Ashoka Leyland. The analysis in Eicher Company indicated that cash and other current assets have 

negative impact on profitability, while inventory has positive impact on profitability. The analysis of Force Motors 

indicated that cash, other current assets and current liabilities have negative impact on profitability, while inventory 

and receivables have positive impact on profitability. In Maruti Suzuki receivables, cash, other current assets and 

current liabilities could not influence the current assets turnover ratio. The analysis indicated that inventory and cash 

have negative impact on profitability in Hero Motocorp. Inventory has negative impact on profitability, while 

receivables and other current assets have positive impact on profitability in Sundram Clayton. . The analysis 
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indicated that inventory, receivables and other current assets have negative impact on profitability, while current 

liabilities has positive impact on profitability in TVS Motors.    
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