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I. INTRODUCTION 

Working capital management (WCM) is the management of short-term financing requirements of a firm, that 

includes maintaining optimum balance of working capital (WC) components i.e., receivables, inventory and 

payables and using the cash efficiently for day-to-day operations. Optimization of WC balance means minimizing 

the WC requirements and realizing maximum possible revenues. Efficient WCM increases firms’ free cash flow 

that in turn increases the firms’ growth opportunities and return to shareholders. Even though firms traditionally 

are focused on long term capital budgeting and capital structure, the recent trend is that many companies across 

different industries focus on WCM efficiency. Companies follow an appropriate working capital management 

approach that is favourable to their industry. companies in an industry that has less competition would focus on 

minimizing the receivable to increase the cash flow. For firms in industry where there are large numbers of 

suppliers of materials, the focus would be on maximizing the payable. 

The Telecommunication industry is characterized by high intensive working capital requirements and high 

competition because of rapid technology changes, which make the WCM crucial to bring attractive earnings to 

shareholders. The study undertaken based on the data from CFO magazine on the rakings of firms on WCM 

efficiency gives statistical evidence that telecommunication industry showeda wide variation in the WCM 

efficiency and there is consistency in the approach of the working capital management within any given industry 

over a period of time. The subject of this analysis is about this variation in WCM measures and how a WCM 

component impacts WCM efficiency in the telecommunication industry. The analysis is done to get insight into 

how efficiently WCM is managed in telecommunication industry and to find the approach the telecommunication 

firms more inclined to in improving WCM efficiency. 

 

Objectives 

1. To measure the difference in the structure of Working Capital of selected sample units. 

2. To establish the correlations between the profitability and WC. 

3. To identify the variable behind the cash management in the still industry. 

 

II. REVIEWS OF LITERATURE 

Zhang(2015)ifound that the target working capital requirement exists in Chinese listed companies, the actual 

requirement of working capital converges toward target working capital requirement; there is a high correlation 

between the change of the macroeconomic situation, financing constraints and the dynamic adjustment of working 

capital requirement. Relatively to the period of boom times, firms adjust more quickly towards the target working 

capital requirement during the economic depression times; firms adjust more slowly towards the target working 
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capital requirement in the financing constraint companies than the non -financing constraint companies; During 

the boom, firms adjust more quickly towards the target working capital requirement in the financing constraint 

companies than the non-financing constraint companies. 

Han(2012)ii revealed that the financial structure is the final result of risk-return trade-off and the reflection of the 

managers’ awareness and management capacity in a company. The working capital, as an important component 

of financing structure and is directly related to the operational efficiency and risk of a corporate. The western 

region is relatively underdeveloped area in China. After analysing the financing structure of the working capital 

of listed companies in China’s western area, he concluded that the listed companies attach great importance to 

risk management and the use of funds, so they have potentials for growth. 

Du and Yaolian(2014)iii found that almost all different industries place their working capital in the marketing 

channel, while their management emphases are all put on the production channel and purchasing channel. Taking 

the electronic industry as an example, they found through calculation of standard deviation rate and skewness, 

that the key factor of the high proportion of working capital in the marketing channel in the electronic industry is 

the large amount of accounts receivable there. The management of working capital in the production channel can 

learn from the inventory management of advanced enterprises. Management strategies for the purchasing channel 

of electronic industry include keeping a proper concentration of suppliers, enhancing business credit of enterprises 

and improving the inventory management mode. 

Zhou (2015) iv expressed that with the rapid development of the Logistics Age, especially under the spur of the 

economic globalization, informationalization & technicalisation and E-commerce, together with the logistics 

industry of our country on the verge of transconformation, How to manage the modern logistics industry is now 

regarded as the priority. Since financial management is the core of business management, and WCM core of 

financial management, the WCM of modern logistics industry is set on higher standard. This thesis aims to 

introduce the value chain theory into the WCM of modern logistics industry. After an analysis of the relationship 

between the value chain management of the modern logistics industry and working capital management, it 

proposes some practical means of WCM from perspective of value chain. 

In & Yan (2014)v revealed the intrinsic smoothing mechanism of the real estate industry in addressing liquidity 

risks and the micro-mechanism, quantitative characteristics and heterogeneous impact of monetary policy on 

working capital management. 

Italian (2013)vi revealed that the first crisis provided experience for the management of working capital in the 

next crisis so that the influence of cri-sis on enterprises can be reduced. Taking into account insufficient research 

into managing conditions, separation of logical relations among all the items and low managing efficiency of 

working capital, he has proposed a managing mode for enterprises’ WCM which is based on managing conditions, 

risk-orientation and inserted value-chain management. 

Fee (2015)viifound U shaped relationship between strong WCM and business performance, to support the good 

WCM can improve enterprise performance hypothesis, namely that when the enterprise operating funds 

management to achieve an optimal level of performance, enterprises can get maximum improvement. In addition, 

it also analyzes the optimization of financing constraints whether alternative measures of sensitivity, the results 

of the study show that, the optimal level of enterprises working capital management, to ensure sufficient funds of 

enterprise operation, so that enterprises are more likely to have the least constraints in the economy, ensure the 

enterprise long-term, healthy, sustainable development and healthy functioning. 

Cao (2015)viii investigated the relationship between efficiency of operational WCM and corporate performance 

when taking significant financing in account by taking samples from China's listed companies (2004-2012).It was 

found thatwithout significant financingthere was a certain positive correlation between efficiency of operational 

WCM and China's corporate performance; however, the correlation disappeared when significant financing 

occurred. In addition, the output showed: significant financing was significantly negative to corporate 

performance and led to the decline of efficiency of operational working capital management. These may be the 

main cause of the correlation lost. 

Xia, Ying and Li (2015)ix revealed that in Shanghai and Shenzhen 55 construction enterprises in panel data , 

build a  competitive strategy - working capital management-enterprise value: theoretical model; and the 

aggressiveness of the different strategies for a competitive WCM policies listed construction companies will be 

implemented the results have shown that under different competitive strategies, optimal WCM policies for the 

moderation type and should match the architecture of corporate investment and financing policies. 

Working Capital Management Survey: 2009,(2010)xrevealed that the majority of listed companies adopt longer 

payment periods to solve the shortage of working capital, WCM performance procurement channels contrarian 

reasons for the increase is not a large area of inventory management level improved accounts payable deferred 

payment is the main reason. it also found that WCM performance among regional imbalances, higher export-

oriented textile and garment, and two levels of electronic industry export ratio larger sample group and ratio of 

export small sample group marketing channels WCM performance differences are significant. 

Zhao, Zhao and Cheng (2014)xi conducted a study by using 2003-Relations 2013 data and China's Shanghai 427 

listed manufacturing companies , the strength of the relationship between upstream and downstream Empirical 
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Analysis of its working capital , the level of dividends and financial risk results showed that: The company and 

the major supplier relationships more close , the smaller the financial risk , the lower the level of working capital 

held by shareholders of the higher profit levels ; the closer the relationship between businesses and major 

customers , the greater the financial risk , the higher the level of working capital held , the lower the level of 

shareholders' profits . 

Dihua and Shumin(2012)xiirevealed that the Working capital is the foundation of enterprise daily management, 

and working capital risk, as one of enterprise financial risk, is an important part of enterprise risk management 

that cannot be ignored. Based on the summary of the reasons and forms of the working capital risk, this article 

analyses the monetary capital risk, the risk of accounts receivable, inventory and accounts payable that included 

in the working capital risk, then puts forward measures about the risk management. On this basis, through the use 

of working capital risk early warning system, it can analyse the main risk in the overall perspective, and enhance 

the enterprises ability to detect the working capital risk timely, enterprise can take measures as soon as possible 

to reduce business operating funds risk. 

Jiang and Ru(2010)xiii revealed that the traditional Chinese companies are facing challenges due to buyer's market 

and outside competition, under no further change status, Taiwan's Big Five can improve performance by inner 

operation management. That is, WCM may be helpful to raise performance. In views of the WCM involve account 

receivable policy, inventory policy, loan policy, account payable policy and cash management policy. It's a Multi-

Criteria Decision Making problem. They presented a partial least squares (PLS) path model developed to 

investigate the relationship between working capital policy and performance by Taiwan's Top-Five of Electronic 

Industry.  

Wen and Chen (2015)xiv expressed that the WCM involves many activities, including procurement, production, 

sales, financing, investment, etc. Every activity is closely related to the needs and actions of stakeholders. 

Therefore, the analysis of the efficiency of working capital from the perspective of stakeholder is a fundamental 

way. In accordance with the form and the nature of capitals, working capital can be divided into the working 

capital of financial activities and the working capital of operating activities. Based on the analysis of motivations 

and actions of stakeholders, they have builds a theoretical framework of "stakeholder motivation-stakeholder 

action-WCM efficiency" and gives a case study. 

Zariyawati et.al, (2009)xv used panel data of 1628 firm-year for the period of 1996-2006 andrevealed that consist 

of six different economic sectors which are listed in Bursa Malaysia. The coefficient results of Pooled OLS 

regression analysis provide a strong negative significant relationship between cash conversion cycle and firm 

profitability. This reveals that reducing cash conversion period results to profitability increase. Thus, in purpose 

to create shareholder value, firm manager should concern on shorten of cash conversion cycle till optimal level is 

achieved. 

 

III. RESEARCH METHODOLOGY 

The research methodology accounts for the can be examined for Indian steel industry as under: 

Data Source: Primary data regarding the views of the management on cash management factors were collected 

and Secondary data were used to collect the data that includes profound study of annual report of top 10 steel 

companies operating in India. Other relevant sources and published report on the relevant issue were also used for 

the same purpose. 

Type of sample:The sample includes views of 31 managers and secondary data of top 10 steel manufacturing 

companies in India for the period of 2011  to 2016 

Universe of study: The total numbers of companies making steel in India are included in the universe of the 

current study but due to various limitations sampling method were used to conduct current study. 

Sample size: For the purpose of current study a health sample of 10 steel companies were selected on the basis 

of the convenient sampling method. 

Data analysis Tools: The statistical tools & techniques used during the study include one sample t test and auto 

correlation 

 

 IV. DATA ANALYSIS 

First to measure that the difference in the structure of Working Capital of selected sample units the data was 

analysed by using following hypothesis: 

H0(1): There is no significant difference in the structure of Working Capital of selected sample units. 

To analyse the same the data of Working capital was used and analysed by using one way ANOVA. The results 

are enlisted as under: 
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Table-1: one way ANOVA test for structure of WC in steel companies 
Company N Mean Std. Deviation Std. Error 

Tata steel 5 -1606.4760 8376.49450 3746.08 

Sail 5 4549.9340 10112.19304 4522.31 

Visa steel 5 -8328.5600 4635.19020 2072.92 

RINL 5 -777.0820 3022.00921 1351.48 

JSW steel 5 -3069.2700 1835.13098 820.69 

Welspun Corporation  5 14910.6680 9776.83203 4372.33 

Bhushan steel 5 -2086728.95 4170724.92 1865204.88 

Electrosteel Steels  5 6453010.85 13213372.07 5909199.63 

Jindal Stainless  5 -230124.12 313508.64 140205.32 

Adhunik Industries  5 5.4791E8 5.37 2.40 

Total 50 55205671.95 2.26 31965904.85 

ANOVA 

 Sum of Squares df Mean Square F Sig. 

Between Groups 1.349E18 9 1.499E17 5.193 .000 

Within Groups 1.155E18 40 2.886E16   

Total 2.503E18 49    

 

The working capital levels of selected companies were summarised to identify the significant difference in the 

structure of Working Capital of selected sample units.  As expected, the analysis revealed a significant main 

differences in the level of WC as  F(9,49)=5.193, p,.001).  This revealed that the null hypothesis was rejected and 

we can say that a significant difference exists in the structure of WC of steel companies.  

 

For all the companies included in the study the Pearson correlation coefficient was calculated with SPSS-19 

software which is shown in table-2 as under: 

H0(2):Insignificant correlation exists between WC and profitability of selected sample units. 

To measure the above hypothesis Pearson correlation coefficient is used and the results are presented as under: 

 

Table-2: Pearson correlation of between Profit and Working capital 
Descriptive Statistics 

 Mean Std. Deviation N 

Net_profit 2647052.6711 13053487.74831 50 

Working_cap 366070.2486 1648746.17562 50 

Correlations Net_profit Working_cap 

Net_profit Pearson Correlation 1 -.040 

Sig. (2-tailed)  .785 

N 50 50 

Working_cap Pearson Correlation -.040 1 

Sig. (2-tailed) .785  

N 50 50 

The Pearson correlation coefficient of all Steel companies have shown low degree of negative correlation which 

was insignificant (P>0.05). This means that the working capital has no correlation with profitability in steel sector. 

As per the objective the agreement of the respondents related with the various areas are checked with the broader 

hypothesis. At first level the perception of the respondents related to Factors Affecting Cash management were 

analysed. The following hypothesis was developed to identify key variables in Cash management  

H0(3): No variable significantly explain satisfaction from cash management factors  in selected sample units. 

Multiple regression test has been used with SPSS-19 software and results were shown in table-3 as under: 

 

Table-3: Multiple regression for Satisfaction with cash management 
A. Descriptive Statistics 

Variables SPSS code Mean Std. Deviation N 

Satisfaction from Cash management Sat_CM 3.5484 1.20661 31 

Preparation of cash budgets CM_1 3.5161 1.20750 31 

Determination of target cash balances CM_2 2.8387 1.00322 31 

Occurrence of cash shortage CM_3 3.0645 .99785 31 

Occurrence of cash surpluses CM_4 3.0968 1.13592 31 

Financial/Banking environment CM_5 3.1290 1.28431 31 

Technological advances and cash requirements CM_6 3.4516 1.02758 31 

Security costs CM_7 3.1290 1.11779 31 

Market regulations CM_8 3.4516 1.31247 31 

Doing agreements to cover Foreign exchange rates fluctuations CM_9 3.5806 1.11876 31 

Investment in security market when liquidity is more CM_10 3.0968 1.30012 31 

Taking new loan when available at low Interest rates CM_11 2.8387 1.34404 31 

Efficient financial systems CM_12 3.0968 1.32551 31 

Economic environment of country CM_13 3.1290 1.43159 31 

Operating and investing activities management CM_14 3.0000 1.12546 31 
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A. Descriptive Statistics 

Variables SPSS code Mean Std. Deviation N 

Satisfaction from Cash management Sat_CM 3.5484 1.20661 31 

Preparation of cash budgets CM_1 3.5161 1.20750 31 

Determination of target cash balances CM_2 2.8387 1.00322 31 

Occurrence of cash shortage CM_3 3.0645 .99785 31 

Occurrence of cash surpluses CM_4 3.0968 1.13592 31 

Financial/Banking environment CM_5 3.1290 1.28431 31 

Technological advances and cash requirements CM_6 3.4516 1.02758 31 

Security costs CM_7 3.1290 1.11779 31 

Market regulations CM_8 3.4516 1.31247 31 

Doing agreements to cover Foreign exchange rates fluctuations CM_9 3.5806 1.11876 31 

Investment in security market when liquidity is more CM_10 3.0968 1.30012 31 

Taking new loan when available at low Interest rates CM_11 2.8387 1.34404 31 

Efficient financial systems CM_12 3.0968 1.32551 31 

Economic environment of country CM_13 3.1290 1.43159 31 

Model Summary 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

Correlations 

Collinearity 

Statistics 

B Std. Error Beta Zero-order Partial Part Tolerance VIF 

2 (Constant) 3.192 .685  4.661 .000      

CM_8 .478 .140 .520 3.417 .002 .470 .542 .516 .982 1.018 

CM_2 -.456 .183 -.379 -2.490 .019 -.310 -.426 -.376 .982 1.018 

Model 
R R Square Adjusted R Square Std. Error of the Estimate 

Sig. F 

Change F Sig. 

2 .602b .362 .317 .99756 .019 7.946 .002b 

a. Dependent Variable: Sat_CM 

V. CONCLUSION 

The Steel industry (SI) in India has changed the growth pattern of other sectors and witnessing relatively high 

growth rate. Moreover, the industry is equally growing in size with the incorporation of new companies day after 

day. Consequently, the companies are caught in pincers due to the increased competition outwardly and financial 

resources restrain within. A plethora of research works in the related area. But the study found that the industry 

enjoys the availability of raw material on credit and finished product is sold without credit thus they needs very 

low or evne negative WC. The results of the study revealed that there is significant difference in the structure of 

WC of steel companies and working capital has no correlation with profitability in steel sector. Further two 

variables Determination of target cash balances (CM_2) & Market regulations (CM_8) are the factors behind 

managing the cash in the steel sectors company.  

REFERENCES 
iZhang Shuying. (2015). Study on the Macroeconomic Situation and the Dynamics Adjustment of Working Capital Requirement. Sankei 

reviews, 1(1), 133 – 147 
iiHan Jianxin.(2012). Analysis on the Financing Structure of Working Capital of Listed Companies in China's Western Region in 2011, 

Guangxi College of Finance and Economics, 06(1), 87-90 
iiiDu, Yuan, Yaolian Jun.(2014). Research on the Emphases and Strategies of Business Working Capital Management-Inspiration from 

Dispersion, Finance Forum, 10, 50-58. 
ivZhou Lifen, (2015). Study on the Working Capital Management of the Modern Logistics Industry from Perspective of Value Chain, ournal 

of Fujian Institute of Financial Management, 41-47. 
vIn, Bo & Yan Ming-kai.(2014).Monetary Policy, Working Capital Management and Liquidity Risk of Real Estate Industry of China, Southern 

Finance, 4 – 9. 
viItalian, stone. (2013). A Comparative Analysis of Managing Efficiency of Working Capital of Real Estate Enterprises During Two Crises, 

Wuzhou University, 20-24 
viiFee, Teng.(2015). An Empirical Study on the Relationship between Working Capital Management and Corporate Performance in China's 

High Tech Listed Companies, Accounting and Finance, 79-85 
viiiCao, Yushan(2015), Significant Financing, Efficiency of Operational Working Capital Management and Corporate Performance Evidence 

from China's Listed Companies, The Theory and Practice of Finance and Economics, 68-73 
ixXia, Jiangying, Ying, Xiajiang and Li, Wang (2015). Study on Radical Degree of Working Capital Management Policy of Construction 

Companies Under Different Competitive Strategies, Construction Economy ; 2015 06 /06/24), P117 - 120 
xWorking Capital Management Survey: 2009,(2010). The Working Capital Management Survey of Chinese Listed Companies in 2009, 

Accounting Research, 30-42 
xiZhao, Ziqiang, Zhao Ziqiang and Cheng Chang,(2014). Relationships between Upstream and Downstream Enterprise Correlation and 

Corporate Working Capital, Dividend Distribution and Financial Risk: Empirical Study Based on Data of China's Manufacturing 

Listed Companies, Technology economy, 4(11), 112 – 118. 
xiiDihua, W. and Shumin, Jia.(2012). The Study of Working Capital Risk Management, Langfang Teachers College (Natural Science),7(4), 

71-75. 
xiiiJiang, Yihui  and Ru Lin Wan.(2010).  Working Capital Management Policy on Performance-The case of Top5 of Electronic Industry in 

Taiwan, East Asia Forum, 468, 89 – 101 
xivWen, Subin and Chen Min.(2015), the Mechanism of Corporate Working Capital Management Efficiency from the Perspective of 

Stakeholder, Finance Research, 6(1), 81 – 89. 
xvZariyawati, M A., Annuar, M N, Taufiq, H. and Abdul Rahim, A.S. (2009),  Working Capital Management and Corporate Performance: 

Case of Malaysia, Journal of Modern Accounting and Auditing, 5(11), 47 - 54  

                                                           


