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ABSTRACT 

 The aim of working capital management is to achieve balance between having sufficient working 

capital to ensure that the business is liquid but not too much that the level of working capital reduced 

profitability. Working capital management is essential for the long term success of a business. No 

business can survive if it cannot meet its day today obligations. A business must therefore have clear 

policies for the management of each component of working capital. Sufficient liquidity must be 

maintained in order to ensure the survival of the business in the long-term as well. Even a profitable 

business may fail if it does not have adequate cash flow to meet its liabilities as they fall due. This 

research Article covers the concept of working capital, factors influencing its requirements and 

components of Dabur Ltd in last 10 years. It also highlights the various factors which are responsible for 

improvement in working capital of the company. 

KEY WORDS:  Working Capital, Operating cycle, liquidity 

INTRODUCTION 

 Every business needs adequate liquid resources in order to maintain day-to-day cash flow. Working 

capital is the money that allows a corporation to function by providing cash to pay the bills and keep 

operations running. One way to evaluate working capital is the extent to which current assets, which can 

be readily turned into cash, exceed current liabilities, which must be paid within one year. Maintaining 

adequate working capital is not just important in the short-term. Sufficient liquidity must be maintained 

in order to ensure the survival of the business in the long-term as well. Even a profitable business may 

fail if it does not have adequate cash flow to meet its liabilities as they fall due. Therefore, when 

businesses make investment decisions they must not only consider the financial outlay involved with 

acquiring the fixed assets but must also take account of the increasing requirement of additional current 

assets. Increased production leads to holding additional stocks of raw materials and work in progress. 

Increased sales usually mean that the level of debtors will increase. A general increase in the firm’s scale 

of operations tends to imply a need for greater levels of cash. 
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 The dictionary definition of working capital is the different between its current assets and current 

liabilities. Also known as net working capital, the working capital of a company ultimately reflects its 

ability to meet its obligations as they come due. It also infers the stability of a company. The efficient 

management of working capital is important from the point of view of both liquidity and profitability 

position. The term working capital refers to current assets which may be defined as those which are 

convertible into cash within a period of one year and those which are required to meet day to day 

operations. So management of working capital is equally important as of  fixed assets management while 

taking various financial decisions. The words of H. G. Guttmann clearly explain the importance of 

working capital. “Working Capital is the life-blood and nerve centre of the business.” In the words of 

Walker, “A firm’s profitability is determined in part by the way its working capital is managed.” The 

object of working capital management is to manage firm’s current assets and liabilities in such a way that 

a satisfactory level of working capital is maintained. If the firm cannot maintain a satisfactory level of 

working capital, it is likely to become insolvent and may even be forced into bankruptcy. Thus, need for 

working capital to run day-to-day business activities smoothly can’t be overemphasized. 

FACTORS INFLUENCING WORKING CAPITAL REQUIREMENTS 

 There are no set rules or formula to determine the working capital requirements of the firms. A large 

number of factors influence the working capital need of the firms. All factors are of different importance 

and also importance change for the firm over time. Therefore, an analysis of the relevant factors should 

be made in order to determine the total investment in working capital. Generally the following factors 

influence the working capital requirements of the firm: 

 1) Nature and size of the business 

 2)  Seasonal fluctuations 

 3) Production policy 

 4) Taxation 

 5) Depreciation policy 

 6) Reserve policy 

 7) Profit margin and Dividend policy 

 8) Credit policy 

 9) Growth and expansion 

 10) Price level changes 

 11) Operating efficiency 

REVIEW OF LITERATURE 

 Experts (William 1939) determined the factors of working capital and pointed out that working 

capital is an element to be considered in fixing the rate-base. Inventory, receivables, cash and working 

finance are the four problem areas of working capital management (Mishra 1975). Inventory represents 
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more than 61% of the total cost of the firm (Swamy 1987). Due to lack of a proper plan for working 

capital requirements most firms often experience excess working capital or shortage of working capital 

(Agarwal 1977). Adequate working capital is an essential condition for efficient financial management 

(Mohan 1991). The major reason for slow progress of an undertaking is shortage or wrong management 

of working (Siddarth and Das 1993). Firms may have an optimal level of working capital that maximizes 

their value. Large inventory and a generous trade credit policy may lead to high sales. Trade credit may 

stimulate sales because it allows customers to assess product quality before paying (Long, Maltiz and 

Ravid, 1993, and Deloof and Jegers, 1996). Excessive levels of current assets can easily result in a firm’s 

realizing a substandard return on investment. However firms with too few current assets may incur 

shortages and difficulties in maintaining smooth operations (Horne and Wachowicz, 2000). Due to lack 

of a Firms are able to reduce financing costs/or increase the funds available for expansion by minimizing 

the amount of funds tied up in cost. There is a significant difference among industries in working capital 

measures across time (Krueger 2002).  

 (Deloof, 2003) discussed that most firms had a large amount of cash invested in working capital. It 

can therefore be expected that the way in which working capital is managed will have a significant 

impact on profitability of those firms. On basis of these results he suggested that managers could create 

value for their shareholders by reducing the number of days’ accounts receivable and inventories to a 

reasonable minimum. 

 (Ghosh and Maji, 2003) in this paper made an attempt to examine the efficiency of working capital 

management of the Indian cement companies during 1992 – 1993 to 2001 – 2002. By using some 

common working capital management ratios this paper tested the speed of achieving that target level of 

efficiency by an individual firm during the period of study. Efficient working capital management 

involves planning and controlling of current assets and current liabilities in a manner that eliminates the 

risk of inability to meet due short term obligations on the one hand and avoid excessive investment in 

these assets on the other hand (Eljelly, 2004). 

 Lazaridis and Tryfonidis (2006) conducted a cross sectional study by using a sample of 131firms 

listed on the Athens Stock Exchange for the period of 2001-2004 and found statistically significant 

relationship between profitability, measured through gross operating profit and cash conversion cycle 

and its components. Garcia-Terual (2007) collected a panel of 8872 small to medium-sized enterprises 

from Spain covering the period 1996-2002. They tested the effects of working capital management on 

SME profitability using the panel data methodology.Mathuva (2009) examined the influence of working 

capital management components on corporate profitability by using a sample of 30 firms listed on 

Nairobi Stock Exchange for the periods 1993-2008.By using Pearson and Spearman’s correlations it was 

found that there exists a highly significant negative relationship between the time it takes for firms to 

collect cash from their customers and profitability, there exists a highly significant positive relationship 

between the period taken to convert inventories to sales and profitability and there exists a highly 

significant positive relationship between the time it takes for firms to pay its creditors and profitability. 
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OBJECTIVES OF THE STUDY   

1. To assess the significance of working capital in Dabur Ltd by selecting few important yardsticks as 

current ratio, acid test ratio, inventory to sales ratio, age of inventory and age of debtors, current 

assets to total asset etc  

2.  To make detailed analysis of various components of working capital in Dabur Ltd to know the items 

responsible for changes in working capital. 

3. To study liquidity position of Dabur Ltd by comparing relationship of various components like 

inventory, cash, debtors, loans and advances to total working capital employed. 

4.  To study the shifts in operating cycle of Dabur Ltd in detail. 

METHODOLOGY OF THE STUDY 

 Secondary data of Dabur India Ltd has been used  in the study ranges the period from (2001-2002 to 

2010-2011).collected data has been classified ,edited and tabulated as per the requirement The collected 

data have been analyzed with the help of liquidity ratios, efficiency ratios, component of working capital 

and through operating cycle. For assessing the behavior of data statistical tools like mean, standard 

deviation and coefficient of variation have been used. 

PROFILE OF THE COMPANY 

 Dr. Burman set up Dabur in 1884 to produce and dispense Ayurvedic medicines. Reaching out to a 

wide mass of people who had no access to proper treatment.Now      Dabur India Ltd is one of India’s 

leading FMCG Companies with Revenues of about US$910 Million (Rs 4110 Crore) & Market 

Capitalization of US$4 Billion (Rs 20,000 Crore). Building on a legacy of quality and experience of over 

125 years, Dabur is today India’s most trusted name and the world’s largest Ayurvedic and Natural 

Health Care Company. It operates through three business units: consumer care division (CCD), 

international business division (IBD) and consumer health division (CHD).It  has three main  three 

subsidiary group companies and eight step down subsidiaries situated in various countries like 

USA,Nepal,Egypt,UAE etc.It operates 17 ultra-modern manufacturing units spread around the globe. Its 

product marketed in 60 countries with more than 5000 distributors and with more than 2.8 million retail 

outlets all over India.  In India, Dabur has 13 production facilities organized around two main factories at 

Baddi Cluster (Himachal Pradesh) and Pantnagar (Uttaranchal); and nine factories, which are located at 

Sahibabad (Uttar Pradesh), Jammu, Silvassa, Nasik, Alwar, Katni, Narendrapur and Pithampur. During 

the fiscal year ended March 31, 2011, the Company acquired Hobi Kosmetik Group (Hobi Group) and 

Namaste Laboratories LLC.  

FINDINGS 

 1. Current ratio:  The Current ratio may be defined as the relationship between current assets 

and current liabilities. This ratio is also known as "working capital ratio". It is calculated by dividing the 

total of the current assets by total of the current liabilities. Current assets include cash and those assets 
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which can be easily converted into cash within one year, such as marketable securities, bills receivables, 

sundry debtors, (excluding bad debts or provisions), inventories, work in progress, Prepaid expenses etc. 

Current liabilities are those obligations which are payable within one year and include outstanding 

expenses, bills payable, sundry creditors, bank overdraft, accrued expenses, short term advances, income 

tax payable, dividend payable, etc.  It is a measure of general liquidity and is most widely used to make 

the analysis for short term financial position or liquidity of a firm Ideal of current ratio is 2:1 in normal 

condition. If current assets are more than twice the current liabilities, then company is generally 

considered to have good short term financial strength. 

 As per table 1 current ratio of the company in year 2002, 3.16times, 2.54 times in 2003,1.33 times  

in 2004,1.0 5times  in 2005,1.47 times in 2006,1.42 times in 2007,1.74 times  in 2008,2.12 times  in 2009 

and 2010,and in year 2011 it increase up to 2.61 times, with overall average of 1.96 during the study 

period. The average shows that liquidity position of the company is near ideal point i.e. 2:1.In last few 

years it is more than the standard so company is improving its liquidity position to be stronger. 

 2. Liquid ratio : Liquid ratio is also termed as “Liquidity Ratio”, “Acid Test Ratio” or “Quick 

Ratio”. It is the ratio of liquid assets to current liabilities. The true liquidity refers to the ability of a firm 

to pay its short term obligations as and when they become due. 

 The two components of liquid ratio are liquid assets and liquid liabilities. Liquid assets normally 

include cash, bank, sundry debtors, bills receivable and marketable securities or temporary investments. 

In other words they are current assets minus inventories (stock) and prepaid expenses because it cannot 

be converted into cash immediately without a loss of value. Similarly, Liquid liabilities mean current 

liabilities as used in current ratio. The quick ratio/acid test ratio is very useful in measuring the liquidity 

position of a firm. It measures the firm's capacity to pay off current obligations immediately and is more 

rigorous test of liquidity than the current ratio. It is used as a complementary ratio to the current 

ratio. Standard liquid ratio is 1:1. As per table 1 in the year 2002 ratio is 1.93 times, In 2003 1.42 times, 

in 2004 0.65 times, in 2005 0.51 times, in year20060.87 times, in 2007 0.85 times, in 2008 1.10 times, in 

2009 1.37 times, in 2010 1.43 times ,in 2011 it increase up to 1.68 times with overall average of 1.18 

times. As per standard the trend of acid test ratio is more than one during the period of study so 

company‘s short term  liquid position is very satisfactory for creditors  in respect of working capital 

management. 

 3. Absolute liquid ratio : Absolute liquid ratio indicates the relationship between cash, bank and 

marketable securities to the current liabilities. Common liquidity ratios include the current ratio and the 

quick ratio but Different analysts consider different assets to be relevant in calculating liquidity. Some 

analysts will calculate only the sum of cash and equivalents divided by current liabilities because they 

feel that they are the most liquid assets, and would be the most likely to be used to cover short-term debts 

in an emergency. A company's ability to turn short-term assets into cash to cover debts is of the utmost 

importance when creditors are seeking payment. As per standard absolute liquid assets worth one half of 

the value of current liabilities are sufficient for satisfactory liquid position of a business. As per table I 
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Absolute liquid ratio is in satisfactory position. In the year 2002 ratio is 1.09 times, in the year 2003 ratio 

.0.96 times, in the year 2004 the ratio is .32 times, in the year 2005 the ratio is .47 times, in the year 2006 

the ratio is .33 times, in the year 2007 the ratio is .39 times, in the year 2008 the ratio is .53 times, in the 

2009 the ratio is 0.72 times, in the year 2010 the ratio is 0.68 times, in the year 2011 the ratio is 0.79 

times. Above analysis shows cash and bank balance position was satisfactory and company is increasing 

the cash balance during the study period.  

 4.  Stock/inventory turn over ratio:  Inventory turnover ratio measures the velocity of conversion 

of stock into sales. Inventory turn over ratio is a relationship between the cost of goods sold\sales during 

a particular period of time and the cost of average inventory\closing stock during a particular period. It is 

expressed in number of times. It indicates the number of time the stock has been turned over during the 

period and evaluates the efficiency with which a firm is able to manage its inventory. This ratio indicates 

whether investment in stock is within proper limit or not. Usually a high stock velocity indicates efficient 

management of inventory because more frequently the stocks are sold , the lesser amount of money is 

required to finance the inventory. A low inventory turnover ratio indicates an inefficient management 

of inventory. A low inventory turnover implies over-investment in inventories, dull business, poor 

quality of goods, stock accumulation, accumulation of obsolete and slow moving goods and low profits 

as compared to total investment. The inventory turnover ratio is also an index of profitability, where a 

high ratio signifies more profit a low ratio signifies low profit. Sometimes, a high inventory turnover 

ratio may not be accompanied by relatively high profits. Similarly a high turnover ratio may be due to 

under-investment in inventories. There is no rule of thumb or standard for interpreting the inventory 

turnover ratio. The norms may be different for different firms depending upon the nature of industry and 

business conditions. As per table 1 inventory turnover ratio is 7 times in the year 2002 and 2003,then it 

increases to 10 times in the year 2004  and 2005,12 times in 2006,10 times in 2007 and 2008, 9 times in 

the year 2009 and 2010,then decreases to 7 times in 2011 with an overall average of 9 times. As per 

above it is clear that  inventory  decrease but at low rate which means that inventory is moving at fast 

rate. This trend of inventory is good from working capital point of view 

 5. Age of inventory ratio: The Age of Inventory shows the number of days that inventory is held 

prior to being sold. It shows the moving position of inventory during the year. As a general rule, the 

longer inventory is held, the greater is its risk of not being sold at full value. This ratio is crucial in the 

case of inventory that is perishable or prone to obsolescence, such as high technology and fashion items. 

Inventory also involves an opportunity cost of funds. Days to sell inventory is one of the components in 

determining a company's operating cycle. A high average age of inventory can indicate that a firm is not 

properly managing its inventory or that it has a substantial amount of goods that are proving difficult to 

sell. Average age of inventory can help purchasing agents make buying decisions and help managers 

make pricing decisions. As per table 1 age of inventory decrease from 53 days to 31 days during 2001-02 

to 2005-06 but after it increases from 35 days to 51 days between 2006-07 to 2010-11 with over all 

average of 42 days. Above calculated data shows that company maintains their inventory during last 

years of the study which is a positive sign for working capital position. 
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 6. Debtors turnover ratio: Debtors turnover ratio or accounts receivable turnover ratio indicates the 

velocity of debt collection of a firm. In simple words it indicates the number of times average debtors 

(receivable) are turned over during a year. The two basic components of accounts receivable turnover 

ratio are net credit annual sales and closing balance of trade debtors. The trade debtors for the purpose of 

this ratio include the amount of Trade Debtors & Bills. The higher the value of debtors turnover, the 

more efficient is the management of debtors or more liquid the debtors are. Similarly, low debtors 

turnover ratio implies inefficient management of debtors or less liquid debtors. It is the reliable measure 

of the time of cash flow from credit sales. There is no rule of thumb which may be used as a norm to 

interpret the ratio as it may be different from firm to firm. As per table 1 debtors turnover ratio in the 

year2002 and 2003 the ratio is 10 times, in the year2004 the ratio increases to 26 times, in the year 2005 

ratio is 24 times, in the year 2006 ratio is 52 times, in the year 2007 the ratio is 26 times, then it reduces 

to 20 times till the year 2010 and in the year 2011 ratio is 16 times with overall average of 23 times. It is 

clear that during the study period ratio increases till 2006 continuously which not positive sign for 

liquidity point of view is. Then ratio decreases for rest of the period till 2011 as company improves its 

policy of collection period. 

 7. Age of debtors ratio:  The average collection period ratio represents the average number of days 

for which a firm has to wait before its debtors are converted into cash.  The Debtors/Receivable Turnover 

ratio when calculated in terms of days is known as Average Collection Period or Debtors Collection 

Period Ratio. This ratio measures the quality of debtors. A short collection period implies prompt 

payment by debtors. It reduces the chances of bad debts. Similarly, a longer collection period implies too 

liberal and inefficient credit collection performance. It is difficult to provide a standard collection period 

of debtors. This ratio reflects how easily the company can collect on its customers.  It also can be used as 

a gauge of how loose or tight the company maintains its credit policies. A particular thing to watch out 

for is if the Average Collection Period is rising over time.  This could be an indicator that the company's 

customers are in trouble, which could spell trouble ahead.  This could also indicate the company has 

loosened its credit policies with customers, meaning that they may have been extending credit to 

companies where they normally would not have.  This could temporarily boost sales, but could also 

result in an increase in sales revenue that cannot be recovered, as shown in the Allowance for Doubtful 

Account As per table 1 age of debtors in the year 2002 and 2003, then it decreases from 37 to15 days in 

2004-05 and decrease further to 7 days in 2005-06, then it increases from 14 days to 17 days during 

2006-07 to 2010-2011 with overall average of 20 days. Average collection period shows a decreasing 

trend during the study which indicates company is following tight credit policy and recovering its due 

amount within reasonable time to avoid the chances of bad debts. 

 8. Working capital turnover ratio:  working capital ratio indicates the velocity of the utilization 

of net working capital. This ratio represents the number of times the working capital is turned over in the 

course of year. The two components of the ratio are sales and the net working capital.. Net working 

capital is found by deduction from the total of the current assets the total of the current liabilities. This 

ratio indicates the number of times utilization of working capital in the process of business. The higher 
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the ratio, the lower is investment in working capital. And greater are the profits. However a very high 

turnover indicates overtrading and put the firm in financial difficulties. A low working capital turnover 

indicates that working capital has not been used efficiently. As per table 1 working capital turnover ratio 

fluctuated during the study period. In the year 2002-03 ratios is 3.95 times i.e minimum ratio during 

study period and maximum ratio is 90.23 times during 2004-05 which is not good for the concern. Then 

it shows a declining trend at 1.76 times in 2005-06 and decreases till 4.08 in 2010-2011 with an overall 

average of 17.21.This ratio shows variation because of decreasing trend in current assets and increasing 

rate of current liablilities.Now company is giving proper attention to trend of working capital as well as 

to proportion of current assets with current liabilities with overall average of 0 .35 times. 

 9. Current assets to sales ratio: This ratio indicates the velocity of conversion of working capital 

into sales. This ratio represents the number of times the gross working capital is turned over in the course 

of year the two components of the ratio are current assets and the sales. A lower ratio implies large use 

and efficient use of funds and high ratio indicates blockage of fund. As per table 1 current assets to sales 

in the year 2002 is .37 times,35 times in the year 2003,then it remain .21 times till the year 2006,in the 

year 2007 it is .25 times,.27 times in 2008,.31 times in 2009 and 2010 and in 2011 it is .39 times with an 

overall average of .28 times which is positively satisfactory for the business. 

Liquidity position of Dabur India Ltd  

 Liquidity is the ability of a company to meet the short term obligations. It is the ability of the 

company to convert its assets into cash. Short term, generally, signifies obligations which mature within 

one accounting year. Liquidity refers to the ability of the concern to meet its current obligations and 

when these become due. If current assets can pay off the current liabilities then liquidity position will be 

satisfactory and vice versa.  

 As per table II current assets had been decreased from 407.57 crore to 396.41 crore between 2001-02 

to 2006-07 then it had increased from 552.81 crore to 1295.98 crore between 2007-08 to 2010-2011 with 

overall average of 547.75 crore.Standard deviation of current assets is rs 343.70 and coefficient of 

variation is 62.74%which shows decreasing trend in first few years and then increasing trend in last few 

years during the study period. 

 Liquid assets had also showed a mixed trend during the period of study. It had been decreased from 

249.03 crore to 168.75 crore between 2001-2002 to 2005-06.then it had been increased from 239.05 

crore to 835.40 crore between 2006-07 to 2010-2011.with an average of 340.59 crore. Standard deviation 

of liquid assets is rs 248.98 and coefficient of variation is 70.98%which shows great variability in liquid 

assets with mixed trend during the study period. 

 Current liabilities had been increased with a growth from 128.85 crore to 496.28 crore in between 

2001-02 to 2010-2011 with overall average of 183.22 crore. Standard deviation of current liabilities is rs 

122.95 and coefficient of variation is 44.54%which is more then the growth of current and liquid assets. 
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Due to this increase the current liabilities current ratio and quick asset ratio is either below or equal to 

standard during the study period. 

 Working capital had been decreased from 278.71 crore to 117.82 crore in between 2001-2002 to 

2006-2007.Then it had been increased from 235.59 crore to 799.70 crore in between 2007-2008 to 2010-

2011. with overall average of 266.75 crore which shows  working capital decreases  till 2004-2005   and 

increases  till 2010-2011.Standard deviation  is rs  238.40 and coefficient of variation is 87.74%  which  

is more than  C.V of current assets and current liabilities. Working capital shows negative trend  till 

2004-2005 i.e. -41.21 then it shows positive trend till 2010-2011 i.e. + 313.81.The decreasing trend  

occurs because in initial years currents assets are deceasing and current liabilities are increasing then 

company create a control on it which results in positive trend  in working capital. 

COMPOSITION OF GROSS WORKING CAPITAL 

 Gross working capital is combination of the amount invested in various current assets like 

inventories, debtors and   cash in hand. The share of each element gives an idea that how much amount is 

invested in which particular asset and also gives an idea about various factors responsible for changes in 

working capital. Working capital also gives investors an idea of the company's underlying operational 

efficiency. Money that is tied up in inventory or money that customers still owe to the company cannot 

be used to pay off any of the company's obligations. So, if a company is not operating in the most 

efficient it will show up as an increase in the working capital. Table III the share of  each element has 

been calculated in percentage separately for each of the years under study and the average share 

percentage for all years has been also calculated. Out of the four elements of working capital inventories 

contributed highest in gross working capital from 38.89% to 50.81 % during 2001-02 to 2004-05 then 

40.65% to 35.53% between 2005-06 to 2010-2011 with an overall average of 40.44% which shows 

highest amount blocked in inventories and company is trying to improve. Other current assets i.e. loans 

and advances contributed the second highest position in gross working capital and it ranges from 26.32 

% to 33.91% between 2001-02 to 2010-2011 with an average of 20.59%.share of loans and advances 

during study period increase due to heavy investments in debtors and inventories. Debtors contributed 

third position in working capital with decreasing trend. A debtor to working capital is 29.43% to 15.62% 

during the study period with an overall average of 18.48% which shows least collection period and less 

possibility of bad debts The share of cash and bank balance in gross working capital increases from 5.34 

times to 14.84 times between 2001-02 to 2010-2011 with an average of 11.45 times. Normally cash and 

bank will ranges between 5 to 10 % of current assets in a business .Since share of current liabilities are 

increasing at a faster rate so it is necessary to maintain high liquid cash in business to meet the 

requirement of current liablilties.Table III shows that company tries to maintain necessary cash and 

adequate debtors and also trying to reduce the excessive blockage of funds in inventories.  

ANALYSIS OF OPERATING CYCLE  

 The average length of time between when a company purchases items for inventory and when it 

receives payment for sale of the items. A long operating cycle tends to harm profitability by increasing 
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borrowing requirements and interest expense.Operating cycle indicates efficient utilization of working 

capital within the organization. Operating cycle indicate that how many times working turns during the 

financial year. if number of operating cycle is maximum it indicates the efficient utilization of funds and 

vice versa. As per table IV operating cycle ranges from 161 days to 56 days during study period. in  the 

year 2001-02 operating days is 161  it means working capital used 2.26 times in financial year, in 2002-

03 operating days  is 189 days  it means working capital is utilized 1.93 times .in the year 2003-04 

operating days is 126 days it means working capital is utilized 2.89 times ,in the year 2004-05 operating 

days  reduces to 81 days it means  working capital utilized 4.50 times ,in the year 2005-06 operating days  

is 62 days it means working capital used 5.88 times ,in 2006-07 operating days is 49 days it means 

working capital is utilized 7.44 times ,in the year 2007-08 operating days is 46 and working capital is 

used 7.93 times, in the year 2008-09 operating days is 36  and working capital  used 10.13 times which is 

highest in study period ,in the year 2009-10 operating days  is 76  it means working capital is utilized 

4.80 times ,in the year 2010-2011 operating days is 56 it means working capital used 6 times in the year. 

During the study period overall operating cycle showing a decreasing trend in days  and in creasing in 

number of times which  shows efficient utilization of funds. 

FINDINGS  

1.  The liquidity ratios of Dabur India Ltd are very satisfactory as per the conventional standards of 

ratios during study period. Current ratio is less than standard due to excessive increase in current 

liabilities as compare to current assets but at the same time quick asset and absolute liquid ratio are 

very satisfactory as per fixed standards during the study period 

2.  Age of inventory decreases which is very positive for liquidity point of view and it also avoids any 

further excessive blockage of funds in inventory. 

3.  Average collection period is also decreasing during study period which is good for the liquidity and 

it avoids risk of bad debts. Mean age of debtors is 20% which is god and should maintain in future. 

4  The element wise analysis of working capital shows that inventories contributes 38.89% to 35.53% 

of working capital, loans and advances contributes 26.32% to 33.91 % of gross working capital, 

debtors contribute 29.43% to 15.62% of gross working capital , cash and bank contribute 5.34% to 

14.84% of gross working capital. During study period inventories and loans are highest contributed 

elements of gross working capital. 

5  Due to increasing trend in current liabilities the net working capital of the company gives negative 

trend in beginning which shows positive trend later on due to decrease in current liabilities and 

increase in current assts. 

6. Operating cycle ( in days)  decrease regularly from 161 days to 56 days and operating cycle 

increases from 2.26 times to 6.5 times which indicates proper utilization of working capital. 

 In this study it is cleared that the overall position of the working capital of Dabur India Ltd is 

satisfactory but there is need of improvement in inventories because it ranges between 35 % to 50 % of 
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total assets. Excess blockage in inventories and high portion of debtors also required to improve but other 

assets and cash position is properly maintained .all the elements are responsible up to on e extend but in 

this  study position of inventories and age of debtors is improving. The management should try to utilize 

the every element in its best manner specially by decreasing excessive blockage in inventories but at the 

same time cash balance is increasing which is overall a positive indication for overall working capital of 

the company. The aim of working capital management is to achieve balance between having sufficient 

working capital to ensure that the business is liquid but not too much that the level of working capital 

reduced profitability. Working capital management is essential for the long term success of a business. 

No business can survive if it cannot meet its day today obligations. A business must therefore have clear 

policies for the management of each component of working capital. 

Table  I : Selected Liquidity Ratios of Dabur India Ltd. (From 2001-02 to 2010-11) 

Year 
Current 

Ratio 

Acid 

Test 

Ratio 

Absolute 

Liquid 

Ratio 

Inventory 

to sales 

Ratio  

Age of 

Inventory 

ratio 

(Days) 

Debtors 

to Sales 

Ratio 

(%) 

Age of 

Debtors 

(Days) 

Working 

Capital 

turnover  ratio  

Current 

asset to 

sales 

ratio 

2001-02 3.16 1.93 1.09 7 53 10 37 3.95 0.37 

2002-03 2.54 1.42 0.96 7 56 10 37 4.7 0.35 

2003-04 1.33 0.65 0.32 10 38 26 14 19.7 0.20 

2004-05 1.05 0.51 0.47 10 38 24 15 90.23 0.21 

2005-06 1.47 0.87 0.33 12 31 52 7 14.76 0.21 

2006-07 1.42 0.85 0.39 10 35 26 14 13.89 0.25 

2007-08 1.74 1.1 0.53 10 35 20 18 8.84 0.27 

2008-09 2.12 1.37 0.72 9 39 21 17 6.08 0.31 

2009-10 2.12 1.43 0.68 9 39 21 17 5.87 0.32 

2010-11 2.61 1.68 0.79 7 51 16 23 4.08 0.39 

Mean 1.96 1.18 0.63 9 42 23 20 17.21 0.28 

Source: - Compiled from annual reports of Dabur India Ltd. (From 2001-02 to 2010-11) 
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Table II : Liquidity Position of Dabur India Ltd. ( From 2001-02 to 2010-11) 

(in crores) 

Year 
Current 

Assets 

Liquid 

Assets 

Absolute 

Liquid 

Asset (Cash 

+ Debtors) 

Current 

Liabilities 

Working 

Capital 

(W.C.) 

Increase/ 

Decrease in 

W.C 

2001-02 407.57 249. 03 141.74 128.85 278.71 - 

2002-03 406.11 227.45 154.24 159.86 246.25 -32.46 

2003-04 219.32 107.82 539.6 164.52 54.8 -191.45 

2004-05 251.97 123.94 113.89 238.38 13.59 -41.21 

2005-06 284.36 168.75 649.8 193.42 90.94 +77.35 

2006-07 396.41 239.05 111.22 278.59 117.82 +26.88 

2007-08 552.81 351.66 168.72 317.22 235.59 +117.77 

2008-09 745.04 483.32 256.04 351.38 393.65 +158.06 

2009-10 917.95 619.51 294.39 432.06 485.89 +92.24 

2010-11 1295.98 835.4 394.87 496.28 799.7          +313.81 

Mean 547.75 340.59 175.4 183.22 266.75 - 

S.D 343.7 248.98 188.98 122.95 238.4   

C.V 62.74% 70.98% 66.91% 44.54% 87.74%   

Source: - Compiled from annual reports of Dabur India Ltd. (From 2001-02 to 2010-11) 

Table III : Component of Working Capital with respective % of Dabur India Ltd.  

Year 

Inventory to 

Gross working 

Capital (%) 

Debtors to 

Gross Working 

Capital (%) 

Cash & Bank to 

Gross Working 

Capital (%) 

Loans + Advances 

to Gross Working 

Capital (%) 

2001-02 38.89 29.43 5.34 26.32 

2002-03 43.99 28.72 9.25 18.02 

2003-04 50.83 19.18 5.42 24.55 

2004-05 50.81 19.55 4.22 25.40 

2005-06 40.65 9.47 13.37 36.49 

2006-07 39.69 15.38 12.67 32.24 

2007-08 36.38 18.17 12.34 33.09 
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2008-09 35.12 15.08 19.28 30.50 

2009-10 32.51 14.21 17.85 35.41 

2010-11 35.53 15.62 14.84 33.91 

Mean 40.44 18.48 11.45 29.59 

Source: - Compiled from annual reports of Dabur India Ltd. (From 2001-02 to 2010-11) 

 

Table  IV: Statement of Operating Cycle of Dabur India Ltd. 

 (In days) 

 Components 
2001-

02 

2002-

03 

2003-

04 

2004-

05 

2005-

06 

2006-

07 

2007-

08 

2008-

09 

2009-

10 

2010-

11 

Raw material 

conversion Period 
75 92 88 70 55 39 40 41 49 53 

Work-in-progress 

conversion period 
44 48 39 12 9 15 21 17 28 25 

Finished Goods 

conversion period 
54 53 39 29 29 25 27 29 41 41 

Debtor's 

conversion period 
37 37 14 15 7 14 18 17 17 23 

Total operating 

cycle 
210 230 160 126 100 93 106 104 135 142 

Lecc Creditor's 

Conversion 

Period 

49 41 54 45 38 44 60 68 59 86 

Operating Cycle 

(Days) 
161 189 126 81 62 49 46 36 76 56 

Operating Cycle 

(Times) 
2.26 1.93 2.89 4.50 5.88 7.44 7.93 10.13 4.80 6.51 

Source:- Compiled from annual reports of Dabur India ltd. (From 2001-02 to 2010-2011) 
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