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Abstract 

Working capital management is important part in firm financial management 

decision. Improper management of Working capital, that is, too much or too low working 

capital may suffer firms, so an optimum level of working capital is the key to a smooth 

inflow of profit. Working capital management plays a vital role in the success of businesses 

because of its effect on profitability and liquidity. Working capital management is very 
essential one for any organization. Poor working capital management will affect a company 

in many ways. If a company does not have sufficient liquidity, it will not be able to meet its 

short term financial obligations, it will decrease its profitability and some time it may lead 

to shutdown the business. In the study an attempt was made to known the relationship 

between working capital management and profitability of TVS Ltd. The study found 

insignificant relationship between working capital management and profitability of TVS Ltd. 
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Introduction 

Working capital in simple terms means the amount of funds that a company 

requires for financing its day -to- day operations. Working Capital includes the current 

assets and current liabilities areas of the balance sheet. Working Capital Management is 
concerned with the problems that arise in attempting to manage the current assets, the 

current liabilities and the interrelationship that exists between them. Working Capital 

Management is the process of planning and controlling the level and mix of current assets 

of the firm as well as financing these assets. Analysis of working capital is of major 

importance to internal and external analysis because it is closely related to the current day 

-to- day operations. There are three fundamental building blocks of effective cash 
management. All three must be tightly linked to maximize cash flow benefits.    
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Objectives of the Study 

1. To see whether the company is prepared with enough working capital to face any kind of 

contingencies. 

2. To identify the financial strength and weakness of the company. 

3. To compare the performance of working capital for a particular year with previous years. 
4. To assess Liquidity position, Long term solvency, operational efficiency, and overall    

profitability of TVS LIMITED. 

Data Collection & Methodology 

The methodology involved for data collection was mainly through secondary data 

and was obtained from the company’s financial statements and the company’s website. The 

data has been collected mainly from the company’s Balance Sheet and Profit & Loss 
Account for the past 3 years. Various tools and techniques have been used to fulfill the 

aforesaid objectives. A thorough study of the organization has been along with in depth 

study of the functioning of Finance and Accounts Department of TVS LIMITED. Further for 

the analysis of Working Capital Management, study of working Capital cycle / Operating 

cycle has been made along with Operating cycle of TVS LIMITED. Thereafter analysis of 
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working capital has been done by taking into consideration past 3 years Current Assets and 

current Liabilities. 

 

Company Profile 

TVS Motor Company is the third largest two-wheeler manufacturer in India and one 

among the top ten in the world, with annual turnover of more than USD 1.32 billion in 

2013-2014, and is the flagship company of the TVS Group. TVS Motor Company was 

formerly known as TVS Suzuki. It manufactures wide range of mopeds, scooter and 
motorcycles. The company has four manufacturing facilities located at Hosur, Mysore, 

Himachal Pradesh and Indonesia and a production capacity of 300 thousand units a year. 

The Company's products are distributed by network of authorized dealers across India. The 

Company has strong distribution network in the 2W industry and it continuously seeks to 

increase its distribution reach. 

Subsidiary Companies 

TVS Motor Company having the subsidiaries is namely 

1.  Sundaram Auto Components Limited 

2.  TVS Energy Limited 

3.  TVS Housing Limited 

4.  TVS Motor Company (Europe) B.V. 

 

Balance Sheet as at 31st 2009 – 2013 

 

TVS Motor Company Ltd. 2009-10 2010-11 2011-12 2012-13 
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Current Ratio: 

The current ratio is also known as the working capital ratio and is normally presented as a 

real ratio. 

Table 1: Current Ratio for TVS Limited 

2010-11 Current Asset : Current Liability 1.33:1 

2011-12 Current Asset : Current Liability 1.08:1 

2012-13 Current Asset : Current Liability 1.12:1 

 

Cash Ratio 

Table 2: Cash ratio for TVS Limited 

Cash ratio for TVS LIMITED 

2010-11 Cash: Current Liabilities 174.5/12748.80 0.013:1 

2011-12 Cash: Current Liabilities 825.7/15291.60 0.053:1 

2012-13 Cash: Current Liabilities 949.56/16812.71 0.056:1 

 

Current Asset to Total Assets Ratio: 

Table 3: Current asset to total asset ratio for TVS Limited 

Current Asset to Total Asset Ratio for the TVS Limited 

2010-11 11458.40/31356 0.36 

2011-12 14087.2/35647 0.39 

2012-13 16001.97/39107.86 0.40 
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Cash to Current Asset Ratio 

Table 4: Cash to current asset ratio for TVS Limited 

Cash to Current Asset Ratio for the TVS Limited 

2010-11 174.5/11458.4 0.015 

2011-12 825.7/14087.2 0.058 

2012-13 949.56/16001.97 0.059 

 

Findings 

1. As current ratio is showing an increasing trend year on year, which implies that current 

asset, are more compared to current liabilities. 

2.  High current assets turnover ratio is more judicious and shows efficiency of 

management and proper utilization of the assets. 
3. TVS LIMITED has not a sufficient amount of working capital during the past three years. 

As company is showing decreasing trend of working capital, which shows that company, 

kept its obligation for long time and less cash in hand to pay off its obligations. 

4.  TVS LIMITED has not a sufficient amount of working capital during the past three 

years. As company is showing decreasing trend of working capital, which shows that 

company, kept its obligation for long time and less cash in hand to pay off its obligations. 
5.  Inventory turnover ratio depicts the increasing trend which indicates the faster sale of 

inventory which is good for the company. 

6. The operating cycle of the firm is disturbed, as it is continuously increasing which is not 

good for the company.  

Suggestions 

1. In case of inventory management ABC analysis, FSN technique, VED technique should 

be adopted to increase the efficiency of inventory management. Further a inventory 

monitoring system should be introduced to avoid holding of excess inventory. 

2. It is suggested to maintain a favorable current and quick ratios which shows a lesser 

than ideal figures. It can be done either through increasing current assets or decreasing 

liabilities. 
3. With the help of proper inventory management systems, like demand-based 

management, etc. the company can reduce the need for working capital and inventories can 

be financed through accounts payable. 

4. The company should try and maintain an optimum level of working capital in order to 

improve upon the workings of the company. 

Conclusion 

The study on working capita l management conducted in TVS Ltd. to analyze the 

financial position o f t he company. The company’s financial position is analyzed by using 

the tool of annual reports from 2010-2013.The financial status of TVS Ltd. is good. In the 

last year the inventory turnover has increased, this is good sign for the company. The 

company’s liquidity position is very good With regard to the investments in current assets 
there are adequate funds invested in it. Care should be taken by the company not to make 

fur t he r investments in current assets, as it would b lock the funds, which could otherwise 

be effectively utilized for some productive purpose. On the whole, the company is moving 

forward with excellent management.  
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