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ABSTRACT

Working capital management is a critical component of financial management that directly influences an
organization’s liquidity, operational efficiency, and overall financial health. It involves the effective
administration of current assets and current liabilities to ensure that a business can meet its short-term
obligations and operate smoothly without facing liquidity shortages. The core objective of working capital
management is to maintain an optimal balance between components such as inventory, accounts receivable,
cash, and accounts payable, thereby maximizing profitability while minimizing financial risk.

This paper examines the key aspects of working capital management, including its elements, strategies,
challenges, and importance across different sectors and business sizes. It explores how efficient working capital
practices can improve a firm's cash conversion cycle and enhance return on capital employed. Both aggressive
and conservative approaches to managing working capital are analyzed in the context of risk-return trade-offs.
In addition, the abstract delves into the role of working capital policies in maintaining solvency and their impact
on a firm's creditworthiness, supplier relationships, and ability to seize growth opportunities.

Furthermore, the study highlights tools and techniques for measuring working capital performance, such as the
current ratio, quick ratio, working capital turnover ratio, and operating cycle analysis. The influence of external
factors—Iike interest rates, inflation, and market conditions—on working capital needs is also discussed. Case
studies from manufacturing, retail, and service industries are included to demonstrate practical applications of
various working capital strategies.

In conclusion, effective working capital management is essential for maintaining business continuity and
enhancing shareholder value. It not only supports day-to-day operations but also contributes to the strategic
goals of an organization by improving liquidity, reducing financing costs, and increasing operational flexibility.
In a competitive and uncertain business environment, mastering working capital management has become a
necessity for financial sustainability and long-term success.

Keywords: Working Capital, Financial Management, Liquidity, Cash Conversion Cycle, Inventory Management, Accounts
Receivable, Accounts Payable, Operating Efficiency, Current Ratio, Quick Ratio, Risk Management, Profitability.

1.INTRODUCTION

Working capital management refers to the process of managing a company's short-term assets and liabilities to
ensure smooth business operations and maintain financial stability. It involves overseeing cash flow, inventory,
accounts receivable, and accounts payable to optimize liquidity and operational efficiency. Effective working
capital management ensures that a company has sufficient cash to meet its short-term obligations while
minimizing excess capital tied up in inventory or receivables. Businesses must strike a balance between liquidity
and profitability to maximize growth and sustain operations.

A well-managed working capital strategy helps companies avoid financial distress, improve profitability, and
enhance overall business performance. By implementing efficient credit policies, managing supplier payments
strategically, and optimizing inventory levels, firms can reduce costs and increase cash availability. Proper
working capital management also allows businesses to take advantage of growth opportunities, negotiate better
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terms with suppliers, and improve their financial health. In essence, it plays a crucial role in maintaining a
company's operational stability and long-term success.

Working capital (WC) is a financial metric which represents operating liquidity available to a business,
organisation, or other entity, including governmental entities. Along with fixed assets such as plant and
equipment, working capital is considered a part of operating capital. Gross working capital is equal to current
assets. Working capital is calculated as current assets minus current liabilities. If current assets are less than
current liabilities, an entity has a working capital deficiency, also called a working capital deficit and negative
working capital.

A company can be endowed with assets and profitability but may fall short of liquidity if its assets cannot be
readily converted into cash. Positive working capital is required to ensure that a firm is able to continue its
operations and that it has sufficient funds to satisfy both maturing short-term debt and upcoming operational
expenses. The management of working capital involves managing inventories, accounts receivable and payable,
and cash.

2. RESEARCH METHODOLOGY

The methodology to be followed here is —

1. Preparation of numeric data tables with data of accounting year wise factors of ratios with calculated
ratios.

2. Graphical presentation of the ratios indicating changes.

3. Interpretation with the help of numeric and graphical representation.

4. Opinion based on result on result of the analysis with conclusion.

DATA COLLECTION:
Primary Data: Personal Interview was held with key personnel of finance department.
Secondary Data:
. Published annual reports for 5 years (2006-07 to 2010-11).
o APGENCO Web Site “www. apgenco.com .
. Newspapers Like Eennadu, The Hindu Etc.
RESEARCH TOOLS:
1. Statement of changes in working capital.
2. Trend Analysis.
A. Capital trend.
B. Sales trend
C. PBT trend.
D.PAT trend.
3. Ratio Analysis.
A. Liquidity Ratios
B. Activity Ratios
C. Assets Turnover Ratios.
3. DATA ANALYSIS

TREND ANALYSIS

Trend Analysis gives a picture of performance of the company over a period of years. By the trend analysis
we can know whether the company is in profit or in loss.
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1. CAPITAL TREND

It gives the picture of whether the company increases their capital or decreasing its capital over the period of
study.

Computation of Capital Trend

Table :3.1 Rs. In Lakhs

Year Amount Trend Percentage

2019-20 210680.01 100

2020-21 210680.01 100

2021-22 210680.01 100

2022-23 210680.01 100

2023-24 210680.01 100
Years 2019-20 2020-21 2021-22 2022-23 2023-24
Trend in % 100 100 100 100 100

Amount and Trend Percentage Over the Years
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INTERPRETATION
There was no change in Capital Trend Analysis. This is the Base Year 2019-2020 is 100, and is steady up to 2023-2024.

2. Sales Trend
Sales trend gives picture whether the company sales are increasing or decreasing by this we can know when

the company sales decreased and increased.
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Computation of sales trend

Year Amount Trend percentage

2019-20 360508.34 100

2020-21 379676.43 105.31

2021-22 396128.65 109.88

2022-23 409613.09 113.62

2023-24 406990.85 112.89
Years 2019-20 2020-21 | 2021-22 2022-23 2023-24
Trend in% 100 105.31 109.88 113.62 112.89
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INTERPRETATION
In the year 2006-2007 Sales Percentage is 100, and the trend continuously increased up to 2009-2010 i.e. 113.62 and the

slightly decreased in 2010-2011 to 112.89.

3. Profit before Tax (PBT) Trend
Profit before tax trend can tells the profits earn by the company before tax is in increasing trend or decreasing.

Computation of PBT Trend

2021-22
Year

2022-23

Rs. In Lakhs
Year Amount
2015-20 (-20366.94)
2020-21 (-15005.38)
2021-22 (-9627.60)

2023.24

Rs. In Lakhs

© 2025, IJSREM

| www.ijsrem.com

| Page 4


http://www.ijsrem.com/

_-f.' \z;*‘
A
@gm International Journal of Scientific Research in Engineering and Management (I]SREM)

W Volume: 09 Issue: 04 | APRIL - 2025 SJIF Rating: 8.586 ISSN: 2582-3930
2022-23 6073.82
2023-24 1192.10
INTERPRETATION

In the year 2006-2007 the Profit before tax of the company is in loss (-20366.94) and there onwards it is gradually decreasing

its loss % and from 2010-2011 it gains profits. It is in increasing trend.

4. Profit after Tax Trend

Computation of PAT Trend

Year Amount

2019-20 (-20366.94)

2020-21 (-15005.38)

2021-22 (-9627.60)

2022-23 5573.15

2023-24 1045.87
INTERPRETATION

In the year 2006-2007 the Profit after tax of the company is in loss (-20366.94) and there onwards it is gradually decreasing its

loss % and from 2009-2010 it gains profits. It is in increasing trend.

4. CONCLUSION

The working capital management of APGENCO (Andhra Pradesh Power Generation Corporation) plays a
crucial role in ensuring operational efficiency and financial stability. Effective management of short-term assets
and liabilities helps maintain liquidity and sustain uninterrupted power generation. The analysis of working
capital trends indicates how efficiently the company manages its current assets (like cash, receivables, and
inventories) in comparison to its current liabilities (such as short-term loans and payables).

From the financial data, it is observed that APGENCO has been focusing on optimizing its working capital
cycle through better receivables management and cost control measures. However, challenges such as rising
operational costs, debt obligations, and fluctuations in power demand may impact liquidity. Maintaining an
optimal current ratio, improving debtor collection periods, and reducing reliance on short-term borrowings are
critical for long-term sustainability. Strengthening financial policies and adopting digital solutions for cash flow
management could further enhance APGENCO’s working capital efficiency.
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