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EXECUTIVE SUMMARY 
 
 
Funds are regarded as business lifeline. Financial management is crucial to business 

subsistence and its definitive growth. This study aimed to decipher how various 

financial factors influence the profitability of Indian manufacturing firms. We 

selected the companies which belonged to the paint manufacturing sector and 

collected the data from their financial statements as in their annual reports from 2010 

to 2019. Various factors were keyed out such as inventory turnover ratio, cash 

conversion cycle and quick ratio to check the impact on net profit ratio using 

correlation and panel regression models. Our results displayed cash conversion cycle 

and inventory turnover ratio to have a deleterious relation with profitability whereas 

the relationship of quick ratio with profitability was positive. It was also ascertained 

that the control variables such as debt to equity ratio had an affirmative bearing on 

profitability and size of the firm had a negative effect. Also, according to our 

research we found that there was a significant impact of all the factors when taken 

together on profitability of the firms. This will help the companies to perform better 

by managing these factors to get better profitability. Moreover, this will also enable 

the companies to find possible answers to increase their profit margins in the 

competitive market. 
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CHAPTER 1 
 
 
 

INTRODUCTION 
 
 
“Corporate finance manages three fundamental parts of budgetary dynamic which 

are capital planning, structure and working capital management”. While financial 

planning and structure centers around funding and supervision of investment options, 

the last arrangements with overseeing momentary capital prerequisites of the firm. 

Aside from the fixed resources, for example, land, apparatus and infrastructural 

necessities, a firm additionally requires some current assets for do the everyday 

exercises for appropriate working of the firm. The firm may likewise need to meet 

some transient outer commitments. 

 
1.1 Objective of the study 
 
 
The study was carried on to ascertain how financial factors influence the profitability 

of Indian manufacturing firms. The firms selected for this purpose were “Pidilite 

industries”, “Asian paints”, “Kansai Nerolac”, “Berger paints” and “Shalimar 

paints”. In order to find the relationship profitability’s determinant known as NPR 

was used as the dependant variable  along with ITR, QR and CCC as independent 

variables. Apart from these, control variables for the likes of DER and firm size were 

taken. Pearson’s correlation and panel regression were used to analyse the results. 

 
1.2 Working capital management 
 
 
“Working capital measures a firm’s operational efficiency, liquidity and short term 

financial health. It is determined as the difference between CA and CL”.

https://www.investopedia.com/terms/o/operationalefficiency.asp
https://www.investopedia.com/terms/l/liquidity.asp
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It is a gauge of an establishment’s financial health as it operates as an indicator of the 

liquidity levels of firms for day-to-day expense management. It is derived from 

various company operations for instance debt and inventory management, revenue 

collection and supplier payments. “The constituents of working capital are CA and 

CL. CA represents all those assets which are projected to be sold or spent in one 

year. CL are momentary budgetary commitments due within a year”[1] 

 

1.2.1  Types 
 
 

x Gross Working Capital: “Aggregate of the assets of an organization”. 

x Net working capital: “Calculated as the difference between an organization’s CA 

and CL”. 

x Permanent Working Capital: “Regardless of the level of operation the sum of 

current assets a company retains to carry out the business”. 

x Temporary Working Capital: “Also known as the extra working capital, it is the 

difference between net and permanent working capital, needed due to non-seasonal 

demand or some special event that would otherwise not be predictable”. 

x Positive Working Capital: “It reflects the CA surplus to CL”. 

x Negative Working Capital: “It refers to the CL excess over CA”.
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1.2.2   Components 
 
 

The three principle parts that it is related with are:  

• Cash Management: The most basic segments of working capital is money as it is 

required at all phases of business activities. Accordingly, it is basic to keep up 

satisfactory money balance by coordinating money inflows with money surges.  

• Accounts Receivable: It becomes effective when a firm gives products and ventures 

to the clients using a loan. They are the incomes which the clients and indebted 

individuals owe to an organization for the past deals. The measurement 

demonstrates the normal number of days taken by an organization to gather deals 

incomes.  

• Accounts Payable: They get created when a firm purchases the crude materials or 

any products on a credit. It is the sum an organization must compensate out over the 

short moment.  

• Inventory: It is an organization's essential resource. The rate at which an 

organization sells and recharges its stock is a proportion of its prosperity. Stock 

turnover rate gives a sign of the quality of deals and effectiveness of an 

organization in its buying and assembling. 

 
Hence, the concentration is on these four components and an ideal management 

system holds a balance among them. [2] 

 

1.2.3 Importance 
 

Proper running is necessary for an association's operational achievement and key 

monetary wellbeing. It is the capability of maintaining a solid balance between 

profitability, liquidity and growth. Its requirements vary from industry to industry 

due to several factors. It is a bookkeeping methodology which centers around the 

backing of a concord. A convincing structure encourages organizations to fulfill their 

money related obligations and furthermore upgrade their income. A capable 

framework helps measure gainfulness of a venture. A sound working capital position 

can help get advances from the market effectively because of its high altruism. It 

therefore upgrades liquidity, dissolvability, credit value and notoriety of a venture. It 
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gives essential assets to meet unexpected possibilities and along these lines helps in 

effectively running the endeavor during the times of emergency.[3] 

 
1.3 Inventory turnover ratio 
 
Efficiency ratios are utilized to assess the administration of a business. One of the 

efficiency ratios is the ITR. 

 
It is a ratio that shows the total occasions an organization has turned its stock to make 

deals which implies the amount of the stock that has been sold and superseded during 

a given period. Stock turnover causes a business to settle on improved choices on 

estimating, assembling, showcasing and buying fresh stock. This efficiency ratio can 

be used to govern if there are extreme inventory levels compared to sales. A high 

proportion suggests solid deals or deficient stock and it decreases stockpiling and 

other holding costs. The pace at which a business body can sell stock is a 

fundamental part of its business execution and likewise, a low proportion suggests 

feeble deals and conceivably overabundance stock known as overloading.  

It might demonstrate an issue with the products being offered available to be 

purchased or if inventory management is poor. Also, unsold inventory can face 

substantial risks from changing market prices and obsolescence.[4] 

 

 
1.4 Quick ratio 
 
“Liquidity ratios help an account holder to take care of current commitments without 

any outside capital”. They decide company's aptitude to cover transitory 

commitments and incomes. One of the liquidity ratios is a quick ratio. The high ratio 

indicates better liquidity and financial health whereas if it is low, a company will 

struggle to pay its debts.[5] 
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1.5 Cash conversion cycle 
 
 

 
Figure 1.1 Cash conversion cycle 

 
“It shows time taken by a business to change over its speculations into stock into 

money”. It considers the time required to sell an association's stock, to gather its 

receivables, and to take care of its bills without acquiring any punishments. It is 

aimed at surveying an establishment's productivity in dealing with its working 

capital. The cycle is a blend of several activity ratios. If short it will indicate that a 

company will be good at selling inventories and will be able to retrieve cash while 

paying the suppliers. The cycle consists of parts like DIO, DPO and DSO.[6] 

 

1.6 Net profit ratio 
 
Net profit margin is a significant marker of an establishment's monetary wellbeing. It 

is equivalent to how much overall gain or benefit is produced as a level of income. It 

evaluates whether enough benefit is being produced from the deals and if expenses 

are being contained or not. A high edge implies that a firm has the capacity to get its 

expenses under control and give products at a cost essentially greater than its 

expenses. A low edge implies that an organization has an insufficient cost 

arrangement and the valuing techniques used are poor. Hence, a high proportion 

https://www.investopedia.com/terms/a/activityratio.asp
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means proficient administration, low expenses and strong evaluating procedures and 

a low proportion means wasteful administration, significant expenses and frail 

evaluating methodologies. 

 

1.7 Indian Manufacturing firms 
 
1.7.1 Pidilite industries 
 
“It is a consumer centric company which provides products such as adhesives, 

sealants, waterproofing solutions, construction chemicals, arts & crafts, industrial 

resins, polymers and more for small to large industries and homes”. It is an India 

based adhesives manufacturing organisation. Pidilite has made their items accessible 

for various groups and areas. “Pidilite was found in 1959 when Shri Balvantray 

Kalyanji Parekh who was the founder chairman of Pidilite Industries came up with 

an idea of manufacturing white synthetic resin adhesive known as fevicol”. The 

product was introduced to make life simple for carpenters and foresters easy who 

used animal fat as glue until then. [7] 

 

1.7.2 Asian paints 
 
“It is an Indian global company occupied with assembling, selling and dissemination 

of a wide scope of paints, coatings, results of home stylistic layout, shower fittings 

for brightening and mechanical use and furthermore offers related types of 

assistance. It is India's driving paint firm with Rs 193.50 billion as turnover. It has 

made some amazing progress since its start in 1942”. “It is across four districts; Asia, 

Middle East, South Pacific and Africa through the eight corporate brands and has 26 

paint fabricating offices offering various types of assistance to shoppers in more than 

60 nations”. The corporate social responsibility policy of Asian paints has focused on 

regions, for example, training, abilities improvement, medicinal services/cleanliness 

and water management.[8] 
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1.7.3 Kansai Nerolac paints 
 
It is the biggest India based mechanical paint and third biggest enlivening paint 

company. It is the second biggest and a market chief in Industrial Coatings in India.  

It creates and supplies paint frameworks which are utilized on transport and cycle 

bodies, compartments and furniture enterprises and furthermore for the end goals of 

electrical parts and material taking care of gear. Network improvement programs are 

likewise conveyed by the organization, for example, wellbeing camps in country 

region, development of toilets, transport asylums and bore wells, supporting 

Educational Institutes with Financial Aid and so on. Apart from this, nerolac believes 

in moving forward with the use of digitization and has invested in the digital 

structure of the company. It uses latest technological tools and upgrades them. [9]  

 

1.7.4 Berger paints 
 
“Berger Paints India Ltd is the second biggest paint firm in India. It is headquartered 

at Kolkata, with assembling units across India and other countries. Berger has sales 

turnover and income of Rs.25 lakhs and Rs.6000 crores. It is acclaimed to have a 

huge variety and a countrywide dissemination system of 25,000+ sellers. It is 

focused on being a mindful corporate resident and carry cultural and ecological 

advantages”.[10] 

 

1.7.5 Shalimar Paints 
 
It is an Indian paints manufacturing firm. It is India’s leading paint brand which is 

involved in manufacturing and marketing of decorative paints and industrial 

coatings. Iconic structures of India like Howrah Bridge, Rashtrapati Bhavan, 

Vidyasagar Setu, Salt Lake Stadium, have been using Shalimar Paints since ages. It 

pioneers in paints of aviation, marine and thermal power plants. In order to protect 

infrastructure and assets, and enrich consumers' home lives, Shalimar believes in 

paint innovations. Shalimar Paints has a pan-India sales and distribution network of 

about 30+ depots, and it provides services to more than 5000 dealers across the 

country. The company has four redistribution centres in east, west, north and south 

zones of the country in order to provide superior customer service all over India. 

Shalimar focuses on Product and process innovations, development and prototyping 



8  

of innovative and environment friendly technologies, creation of new business 

opportunities with the help of bridging technology and product gaps and provides 

customisation of industrial coatings products as per the customer requirements. It has 

also been the early adopters of corporate social responsibility in India and since then 

has been working to create a positive impact on the community and supporting 

marginalized sectors of the society. It has undertaken various programmes like 

Education support for primary school children, Conservation at manufacturing plant 

and Health and Community Development programmes and seeks to continue such 

activities that have a measurable and long term impact. [11]  
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CHAPTER 2 
 
 
 

REVIEW OF LITERATURE 
 
According to a study done by  Stella Mbah et al in 2019 in south-east Nigeria to 

define  the relationship of operational performance and inventory management of 

manufacturing businesses using a questionnaire established only four relevant 

responses of quoted manufacturing firms in Nigeria. Excel-based statistics, SPSS and 

regression were used to calculate data and to test hypotheses of the study. It was 

concluded that relationship between cost of inventory, operational performance, just 

in time approach and materials requirement planning of firms was substantially 

positive.[12] 

 
Dina Korent et al conducted a study in 2018 using Croatian software companies to 

decide working capital management’s effect on profitability. The research used 

descriptive statistics, panel regression and correlation analysis from 2008 to 2011. 

The results revealed significant effects. The findings also suggested a nonlinear link 

between asset returns and net working capital. Thus it was concluded that prime net 

working capital benefitted the analysed companies through balanced costs and 

maximized profitability.[13] 

 
In 2018, Slamet Mulyono et al conducted a study to identify impact of capital 

working management on profitability using a sample of state-owned fertilizer 

companies for 2005-2014. It used independent variables along with a few control 

variables to ensure no influence of unexamined factors. Multiple regression analysis 

technique was addressed to indicate that asset returns increased with inventory sales 

and payables days. It was also concluded that a firm’s productivity declines with rise 

in assets.[14] 

 
A study was conducted in 2017 by Jason Kasozi in South Africa to inspect the effect 

of working capital management on profitability using 69 listed manufacturing firms 

from 2007- 2016. Diverse relapse estimators were utilized to decide the impact and it 

was uncovered that there was a noteworthy negative connection between normal 
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installment period, normal assortment period and gainfulness from which it was 

derived that that organizations which deal with their records receivable effectively 

and pay their lenders timely, perform better than those that don't. A critical 

relationship was seen between the times of stock and profitability which 

recommended that organizations which keep up their stock levels and stock-up 

endure less and maintain a strategic distance from difficulties of making sure about 

accounts when out of luck. This ensured profitability and increased operational 

efficiency in the long run. The examination couldn't discover whether a CCC 

improves firm benefit or not because of frail discoveries. In any case, it was seen that 

on an average assembling firms conveyed a great deal of obligation in their capital 

structures.[15] 

 
Zbigniew Golas et al conducted a study in 2016 in Poland on exact examination of of 

stock administration’s influence on monetary performance of subsectors of the food 

business over the time of 2005 to 2010. The examination found the impact of the 

length of stock cycles on monetary execution utilizing return on deals, resources and 

value. It was discovered that in 2005-2010 the stock cycles were essentially 

decreased, which highlighted higher adequacy of the executives of those advantages. 

Based on regression and correlation models utilized in the examination the length of 

complete stock cycles and discrete cycles were seen as decidedly associated with 

profitability. [16] 

 

A study by Kwadwo Boateng Prempeh in 2015 on the effect of efficient inventory 

management on profitability using four recorded on firms from 2004-2014. Yearly 

reports were utilized to gather the information. The investigation utilized standard 

least squares expressed as regression models. It was assembled that the 

administration of raw materials stock had critical positive relationship on the 

productivity of the organizations.[17] 
 

In investigation directed in 2015 in Kenya by Kioko Collins Wanguu et al to look at 

the impact of working capital administration on productivity utilized an example of 

the three concrete firms at the “Nairobi Securities Exchange”. Optional information 

from organizations examined budget summaries for a time of 15 years from 2000 to 

2014 was utilized. The information gathered was dissected utilizing the Karl Pearson 
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relationship and regression models. It was settled that a positive critical connection 

among influence and benefit while liquidity and size had a positive unimportant 

relation.[18] 

 
A study was conducted in 2014 by P. Venkateswarlu to examine and evaluate the 

management of working capital of Panyam cements & mineral industries using ratio 

analysis. It was concluded that the overall working capital efficiency was reasonable 

and also that the company suffers from certain weakness and some suggestions were 

given to overcome them.[19] 

 

In an investigation led in 2014 by Ntui Ponsian to discover the impact of working 

capital administration on benefit a tester of three recorded assembling organizations 

was utilized for a long time from 2002 to 2012 with the aggregate of 30 

interpretations. Quantitative investigation of the information gathered utilizing 

pearson's correlation and regression was finished and a positive connection between 

CCC and benefit of the firm was discovered and because of this the directors 

expanded the CCC so that they could make a affirmative enticement for the 

investors. There was additionally an undesirable connection among liquidity and 

gainfulness and a profoundly noteworthy negative link between productivity and 

average collection period. In conclusion there was an exceptionally huge adverse 

affiliation between stock turnover and profitability implying that organizations with 

fewer stock levels diminished the expense of putting away stock and in this manner 

got higher productivity.[20] 

 
In a study conducted in 2014 in Sri Lanka by J. Aloy Niresh et al to determine the 

firm size’s effect on profitability used data of 15 manufacturing companies listed at 

Colombo Stock Exchange staring from 2008 to 2012. Examination likewise 

uncovered through regression and correlation models that low resource turnover 

demonstrated wastefulness of the board in using its advantages which at that point 

showed a decrease in the gainfulness of the firm.[21] 

 
Dr. Ashok Kumar Panigrahi conducted a study in 2013 to determine a liaison 

between inventory management and profitability where five top Indian concrete 

organizations from 2001 to 2010 were taken. To decide the effect of stock 
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transformation period over gross working benefit, the examination utilized 

regression. The outcomes demonstrated a critical negative direct connection among 

productivity and inventory transformation period.[22] 

 
In an exploration by Oladipupo, A. O. et al in 2013 to decide relative commitment of 

working capital to divident payout proportion and corporate benefit utilized twelve 

organizations cited on the “Nigeria Stock Exchange” from 2002-2006. The 

examination utilized least square regression strategy and pearson relationship 

method. It was seen that shorter CCC and debt ratio brought about high corporate 

benefit. It was additionally seen that divident payout proportion was affected 

decidedly by profitability and CCC was impacted adversely by development rate in 

income.[23] 

 
 
Richard Kofi Akoto et al directed an investigation in 2013 in Ghana to look at the 

connection between working capital and profitability. Thirteen recorded 

manufacturing firms were utilized to gather the auxiliary information for the years 

beginning from 2005 to 2009. Investigation found an altogether negative connection 

among gain and receivable days and a fundamentally positive relationship was seen 

between the CCC, size, CA, CA proportion and productivity. Because of this it was 

proposed that directors could make an incentive for the investors, for example, 

decreasing their records receivable to 30 days.[24] 

 
Muneeb Ahmad Attari et al conducted a study in 2012 to determine the link of CCC 

with firm size and profitability using four manufacturing sectors from the “Karachi 

Stock Exchange”. The secondary information from 2006-2010 was gathered from the 

31 tested firms from their yearly reports. The information examination was directed 

utilizing single direction ANOVA and pearson relationship procedures. There existed 

huge bad connection among CCC, profitability and the firm size. Moreover, shorter 

cycles were more beneficial than longer.[25] 
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In study conducted in 2012 by MN Barine on working capital management efficiency 

and corporate profitability using twenty two firms on “Nigerian stock exchange” 

inferred returns on improved position of the firms are less than the cost of working 

capital which impacted the profitability negatively. This outcome thus indicated low 

level of returns to the shareholders. Additionally with the improved gross working 

capital situation of the organizations, the costs expanded because of greater 

unwavering quality on financing momentary capital through transient liabilities 

which eventually diminished the gainfulness of the organizations.[26] 

 
Dharmendra S. Mistry did a study in 2012 to ascertain the determinants of 

profitability in Indian automotive industry from 2004-2009. With the use of 

regression and correlations models it was found that DER, ITR and firm size affected 

the study positively. A negative effect was found only on liquidity. LIQ showed a 

negative association with profitability. DER suggested that there was a positive link 

between profitability and DER. ITR, firm size additionally influenced the 

productivity of the organizations during the examination time frame emphatically 

both having a low relapse coefficient.[27] 

 
An examination was led by Amarjit Gill et al in 2010 utilizing an example of eighty 

eight recorded American firms on “New York Stock Exchange” for a time of three 

years beginning from 2005-2007. CCC and gross operating profit had a relation and 

accounts receivables and company's yield were negatively connected which proposed 

that less beneficial firms will follow an abatement of records receivables. It was 

along these lines presumed that by powerful administration of working capital, 

improved efficiency of the organizations could be accomplished.[28] 
 
According to a study conducted by Huynh Phuong Dong in 2010 to analyze the 

connection between working capital administration and benefit utilizing auxiliary 

information from firms in “Vietnam financial exchange” of 2006-2008 found net 

working benefit which was taken as the marker of productivity and the CCC had a 

solid negative connection Through this it was set up that as the CCC expands there is 

a decrease in the benefit of the firm. The investigation along these lines inferred that 

a positive incentive for the investors could be made by keeping various segments and 
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dealing with the CCC to an ideal level.[29] 

 
An investigation was led in 2009 by Olufemi I. Falope et al to give experimental 

proof on working capital administration and corporate gainfulness in fifty Nigerian 

nonfinancial firms from 1996-2005. Noteworthy negative relationship was seen 

between ACP, stock turnover days, CCC, APP and profitability. It was reasoned that 

worth can be made by the administration productively by lessening the inventories 

and number of days records of sales. It was additionally discovered that in the event 

that a company appropriately deals with its money, accounts receivables and 

inventories then that would result an expansion in the productivity of the 

organization.[30] 
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CHAPTER 3 
 
 

RESEARCH METHODOLOGY 
 
3.1 Sample and data 
 
A dataset of five Indian manufacturing firms from 2010-2019 was taken. The choice 

of the organizations depended on the accompanying standards: 

 
x Firms must be listed on Indian Stock Exchange before April 2010.  

x The stocks of the organizations must be recorded for the duration of the 

timespan of the investigation.  

x Firms having a place with account, protection and banking segment were not 

chosen in light of their particular nature.  

x Firms having missing information for previously mentioned timeframe of ten 

years were rejected from the example. 

 
 
 

 
Figure 3.1 Balance sheet Pidilite industries 
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Figure 3.2 Profit-loss account Pidilite industries 
 

 

 
Figure 3.3 Balance sheet Asian paints 
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Figure 3.4 Profit-loss account Asian 
paints 

 
 
 
 
 

 
Figure 3.5 Balance sheet Kansai Nerolac 

paints 
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Figure 3.6 Profit-loss account Kansai Nerolac paints 
 
 

 
Figure 3.7 Balance sheet Berger Paints 
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Figure 3.8 Profit-loss account Berger 
paints 

 
 

 
Figure 3.9 Balance sheet Shalimar 

paints 
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Figure 3.10 Profit-loss account 
Shalimar Paints 

 
3.2 Variables 
 
To examine the effect of various qualities from fiscal summaries on gainfulness, 

NPR was utilized as the determinant of productivity. Other variables taken as 

independent variables were ITR, QR and CCC. DER and firm size were taken as 

control variables. These proportions have been determined from the fiscal summaries 

of the given firms. The variables are as follows: 

 
NPR = PAT/Revenue 

ITR = COGS/ Average Inventory  

QR = (CA – Inventories)/ CL 

CCC = DIO + DSO + (- DPO) 

Where, 

DIO = 365/ ITR  

DPO = 365/ APT  

DSO = 365/ ART 

APT = COGS/ Average trade 

Payables 

ART = Sales/ Average trade Receivables  

DER = TL / TE 

Firm Size = Ln (Market Capitalisation)  

Where, 
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Market Capitalisation = (Total Number of shares allocated) * (Market price of 

each share on 31st march of every year) 

 

Calculated Ratios using excel and then getting normalised values: 
 

 
Figure 3.11 Ratios and Normalised data values for Pidilite industries, 

Asian paints, Kansai Nerolac paints 
 

 
Figure 3.12 Ratios and Normalised data values for Shalimar paints, 

Berger paints 
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3.3 Correlation Analysis 
 
It is a measurement used to quantify how much two components move corresponding 

to one another. It's a fact-based method that shows whether & how firmly the sets of 

different components are identified with one another. A perfect relationship connotes 

that a coefficient is actually worth '1' value, that suggests that as a particular variable 

displaces, either in upwards or downwards bearing the other variable likewise moves 

likewise. While a perfect negative correlation connotes 2 components displaces in 

opposite directions and '0' relationship represents no relationship exists between the 

components. Thus correlation measures the association between variables. Pearson's 

correlation signified by r quantifies immediate relationship quality between the 2 

components. The coefficient, r, acquires a value from +1 to - 1 as level of quality. A 

value little more than '0' represents a positive association which means that as a 

particular variable, expands, other additionally increments.  Value little less than '0' 

represents a negative association which means that as the value of a 

particular variable, expands, the value of other reduces. Correlations are practicably 

used to forecast the future behavior of variables. 

 

3.4 Regression Analysis 
 
It is used for two conceptually distinct purposes, first for prediction and forecasting 

and second for inferring causal relationships between independent and dependent 

variables. It determines the degree to which independent variables influence the 

dependent variables. Multiple regression analysis is applied when prediction of one 

variable depends upon the value of more. Models with and without control variables 

have been presented in the study. The regression equation: 

 
 
Y= B0+B1X1+B2X2…..+BnXn 

 
Here, 

Y= Dependent variable 

X1, X2, X3= Independent and control variables 

B0= Intercept (constant) 

B1, B2, B3= Coefficients 
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n= Number of variables taken  

 

Variables taken: 

Criterion (Dependent) - NPR  

Predictors (Independent) - 

1. ITR 

2. QR 

3. CCC 

 
 

Hypothesis: 
 
“To study the effects of different attributes from financial statement on the NPR, null 

(H0) and alternative (H1) hypothesis were framed as: 

 
H0 = There is no significant impact of attributes on NPR.  

H1 = There is a significant impact of attributes on NPR.” 
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CHAPTER 4 
 
 

RESULTS 
 
4.1 Correlation Check for Variables of Each Company 
 
4.1.1 Company 1: Pidilite industries 
 
 

 
   Figure 4.1 Correlation check for Pidilite industries 
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4.1.2 Company 2: Asian Paints 
 
 

 
  Figure 4.2 Correlation check for Asian paints 

 
4.1.3 Company 3: Kansai Nerolac Paints 
 
 

 
Figure 4.3 Correlation check for Kansai Nerolac paints 
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4.1.4 Company 4: Berger paints 
 
 

 
   Figure 4.4 Correlation check for Berger paints 

 
4.1.5 Company 5: Shalimar paints 
 
 

 
   Figure 4.5 Correlation check for Shalimar paints 

 

From the tables where we checked for correlations between different variables, 
we inferred that there was some significant correlation between two particular 
variables in one company but the same was not true for other companies. Hence, 
we couldn't generalize the correlation between two particular variables (either 
b/w two independent variables or b/w an independent & dependent variable) for 
all companies. 
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4.2 Regression Check for Variables of Each Company 
 
Note: 
 
Each Company was encoded to a 

specific value. Company coded 

values were: 

Pidilite Industries : 1 

Asian Paints : 2 

Kansai Nerolac Paints      : 3 

Shalimar Paints : 4 

Berger Paints : 5 

These ‘Company Name’ variables were used as predictors for Panel Regression 
Analysis and had no impact on the variance in dependent variable and they have 
to be ignored while interpreting the models. 

4.2.1 Panel Regression analysis without any Control Variable 
 
 
 

 
 Figure 4.6 Mean and Standard deviation for different variables 
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 Figure 4.7 Correlation between all the variables without control variable used 
for regression analysis 

 
 
 
 

 
 

  Figure 4.8 Model summary without control variable 
 
 
For this Model, R2 was found as 0.380 and Adjusted R2 was 0.262 implied the 
predictors accounted for 26% variance of NPR. 
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Figure 4.9 ANOVA of model without control variable 
 
 

From this Anova table, we found that F(7,37) =3.236 and “p-value =0.009 

<<0.05”. This showed regression model was significant. 

 
 

 

Figure 4.10 Coefficients and p-values of predictors in regression equation 
 
 

The regression equation formed was: 
 
NPR= 0 – 0.135(ITR) + 0.568(QR) - 0.034(CCC) 
 
In this analysis, each predictor was tested at alpha = 0.05. 
 
From the table above, it was evident that predictors ITR and CCC were not 
significant as their p-values were more than 0.05. 

But predictor QR was significant as its p-value (closer to 0) was much smaller than 
0.05, which meant that the amount of unique variance, this predictor accounted for 
was statistically significant. 
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4.2.2 Panel Regression analysis with Control Variable 1: DER (Debt to Equity 
Ratio) 

 
 
 

Figure 4.11 Format for different variables/attributes input data  

for Panel Regression 2 
 
 
 
 
 
 

 
Figure 4.12 Mean and S.D. for values of different variables  

with control variable 1 
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Figure 4.13 Correlation between variables and control variable 1 used for 
regression analysis 

 
 

 
Figure 4.14 Model summary with 

control variable 1 
 
 

Model1 with control variable (DER) as a predictor gave R2 as 0.156 and Adjusted 
R2 as 0.137 which meant that the predictor accounted for only 15.6% of the 
variance in dependent variable which was net profit ratio (NPR). 

Model 2 with all predictors ITR, QR, CCC & DER taken as a set gave R2 as 0.394 
and adjusted R2 as 0.259. This meant the predictors accounted for about 26% of the 
variance in dependent variable i.e. net profit ratio (NPR). 
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Figure 4.15 ANOVA for models using control variable 1  

From this Anova table: 

For Model 1, we found that F (1,43) as 7.966 and “p-value as 0.007<0.05”. 

For Model 2, we found that F (8,36) as 2.924 and “p-value as 0.013<0.05”.  

Above values showed regression model was significant. 
 
 
 

 
Figure 4.16 Coefficients and p-value of predictors in regression 

equation with control variable 1 
 
 

The regression equation formed was: 
 

NPR= 0 -0.198(ITR) + 0.690(QR) - 0.088(CCC) + 0.195(DER) 

In this analysis, each predictor was tested at alpha = 0.05.  

For Model 2, when all predictors were taken, it was seen that predictors ITR, CCC 
and DER were not significant as their p-values was more than 0.05. 
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But predictor QR was significant as its p-value (0.001) was much smaller than 
0.05, which meant that the amount of unique variance, this predictor accounted for, 
was statistically significant. 

 
 

4.2.3 Panel Regression analysis with Control Variable 2: LnMC (Firm 
Size= Ln [Market Capitalization]) 

 
 
 

 

Figure 4.17 Format for different variables/attributes input data for Panel 
Regression 3 
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Figure 4.18 Mean and S.D for values of different variables  

with control variable 2 
 
 
 
 

 

Figure 4.19 Correlation between variables and control variable 2 used for 
regression analysis 
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Figure 4.20 Model summary for 
control variable 2 

 
 
Model1 with control variable (lnMC) as a predictor, gave R2 as 0.095 and Adjusted 
R2 as 0.74 which meant that the predictor accounted for only 7.4% of the variance in 
dependent variable i.e. net profit ratio (NPR). 

Model2 with all predictors ITR, QR, CCC & lnMC taken as a set, gave R2 as 0.406 
and adjusted R2 as 0.274. This meant that the predictors accounted for about 27.4% 
of the variance in dependent variable i.e. net profit ratio (NPR). 
 
 
 
 
 

 

Figure 4.21 ANOVA for models using control variable 2 
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From this Anova table: 
 
For Model 1, we found that F(1,43) as 4.519 and “p-value as 0.039<0.05”. This 
meant overall model was significant. 

For Model 2, we found that F(8,36) as 3.077 and “p-value as 0.010<0.05”. This 
meant the overall regression model was significant. 
 
 
 
 

 
Figure 4.22 Coefficients and p-value of predictors with control variable 

2 in regression equation 
 
 
The regression equation formed is 
 
NPR= 0 - 0.266 (ITR) + 0.679(QR) - 0.082(CCC) - 0.249 (lnMC) 
 
In this analysis, each predictor was tested at alpha = 0.05. 
 
For Model 2, when all predictors were taken, it was seen that predictors ITR, CCC 
and lnMC were not significant as their p-values was more than 0.05. 

But predictor QR was significant as its p-value (closer to 0) was much smaller than 
0.05, which meant that the amount of unique variance, this predictor accounted for, 
was statistically significant. 

In all the above models, we have found a significant impact of predictors, taken 
together, on our dependent variable. Therefore, null hypothesis was rejected as data 
results favour the alternative hypothesis. 
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CHAPTER 5 
 
 

Findings and Recommendations 
 
After a careful study of the effect of financial factors on profitability for each 

attribute for each company for each year from 2011 to 2019, first we found the 

correlations between the attributes and rejected those which showed high 

correlation. To achieve better results, we then normalised the data by converting 

each value into a z-value. 

After applying regression analysis on the panel data, we rejected the null hypothesis 

as a significant impact of all the predictors taken as a set on the criterion variable 

was observed. Also, as an individual impact of a predictor, the predictor QR 

accounted for unique variance in dependent variable. 

In future, the researchers can verify the factors of this study among other sectors so 

that the firms can alter their behavior and can do better in various stages of growth 

cycle. Thus, this will help companies to perform better by managing these factors 

and increase their profit margins in the competitive market. 
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CHAPTER 6 
 
 

Limitations 
 
1. The data on which we have applied our analysis is very limited and not very large 

enough. 

2. The companies belong to same sector but the profits may vary a lot because of 

different level of customer awareness and customer buying nature towards brand 

to brand. 

3. Results could be more reliable if it was possible to perform analysis on different 

analysis softwares. 

4. Results may vary sector to sector for different manufacturing companies. 

5. The study is limited to Indian manufacturing firms. 
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                         ABBREVIATIONS 
 
 
i. CL  = CURRENT LIABILITIES 

ii. CA  = CURRENT ASSETS 

iii. NPR  = NET PROFIT RATIO 

iv. ITR  = INVENTORY TURNOVER RATIO 

v. QR  = QUICK RATIO 

vi. CCC  = CASH CONVERSION CYCLE 

vii. DIO  = DAYS INVENTORY OUTSTANDING 

viii. DPO  = DAYS PAYABLES OUTSTANDING 

ix. DSO  = DAYS SALES OUTSTANDING 

x. CR  = CURRENT RATIO 

xi. DER  = DEBT-TO-EQUITY RATIO 

xii. LIQ  = LIQUIDITY 

xiii. ACP  = ACCOUNTS CASH PAYABLES 

xiv. APP  = AVERAGE PAYMENT PERIOD 

xv. MC  = MARKET CAPITALISAZATION 
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