
WORKING CAPITAL MANAGEMENT
(With Reference to J.Bs. Industry Pvt. Ltd. Itahari, Sunsari)

BY:
Om Jagat Sah

R.R.M. Campus, Janakpur
T.U. Registration No. : 25404-88

A Thesis Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

In Partial Fulfillment of the Requirement for the Degree of

Masters of Business Studies (M.B.S.)
Janakpur Dham, Nepal

April, 2009



RECOMMENDATION

This is to certify that the thesis

Submitted by:

Om Jagat Sah

Entitled
WORKING CAPITAL MANAGEMENT

(With Reference to J.Bs. Industry Pvt. Ltd. Itahari, Sunsari)

has been prepared as approved by this department in the prescribed format of the
Faculty of Management. This thesis is forwarded for examination.

Supervisor Chairperson of Research Department

Name: Vishnu Deo Yadav Name: Dr. B.D. Jha

Signature: Signature:

Campus Chief:

Name:

Signature:



VIVA-VOCE SHEET

We have conducted the Viva-Voce examination of the thesis presented by:

Om Jagat Sah

Entitled
WORKING CAPITAL MANAGEMENT

(With Reference to J.Bs. Industry Pvt. Ltd. Itahari, Sunsari)

and found the thesis to be the original work of the student written according

to the prescribed format. We recommend the thesis to be accepted as partial

fulfillment of the requirement for

Master Degree in Business Studies (M.B.S.)

Viva-Voce Committee:

Chairperson, Research Committee: ………………………..

Member (External Expert): ………………………

Member (Thesis Supervisor): ……………………….

Date :- ...........................



DECLARATION

I here by declare that the work reported in this thesis entitled “WORKING

CAPITAL MANAGEMENT (With Reference to J. Bs. Industry Pvt.

Ltd. Itahari, Sunsari) submitted to the Central Department of Management,

Tribhuvan University, is my original work. It is done in the form of partial

fulfillment of the requirements for the Master of Business Studies (MBS) under

the guidance and supervision of Mr. Vishnu Deo Yadav, Lecturer, Assistant

Campus Chief, Faculty of Management, R.R.M. Campus, Janakpur.

Date: ......................... Om Jagat Sah

(Researcher)

R.R.M. Campus, Janakpur

Roll No.: 518/2064

T.U. Regd. No. 25404-88



ACKNOWLEDGEMENT

In the completion of the present work, many  persons have kindly lent their

helping hands in one way or the other . Of course, it is my most sacred duty to

express my sincere gratitude to my thesis adviser Mr. Vishanu Deo Yadav,

Lecturer, Assistant Campus Chief, Faculty of Management, R.R.M.Campus

Janakpur, for his brilliant guidance and creative comments without which this

thesis would not have been materialized.

I would like to extend my gratefulness to Mr.Jay Krishna Goit, Campus

Chief and Dr. B.D. Jha, Chair Person of Research Committee, Faculty of

Management, R.R.M. Campus Janakpur, for their help and encouragement. My

sincere obligations are due to Dr. S.L.Karn, Chairman, Marketing Instruction

Committee, Faculty of Management, R.R.M. Campus for their valuable remarks

and suggestions on different aspects of the study. I would like to extend my

obligations to all the teachers of the faculty of management, R.R.M.Campus

Janakpur, for their help and co-operation.

I am highly obliged Mr. Binod Sah, Lecturer, Faculty of Management,

R.RM.Campus Janakpur, special thanks to the family of J.Bs. Industry private

Limited, Itahari-5, Sunsari, including the Manager Jeet Singh Bista for making

relevant data and Information available directly to the on my request . My

obligation are also due to the librarian of Central Library, T.U. and  R.R.M.

Campus Library for providing available documents and literature on the subject.

Last but not the least, I am also thankful to Mr. Binod Prasad

Chaudahry, Sital Software Technology, Janakpur, Nepal for so effective computer

types and settings.

April, 2009 Om Jagat Sah



TABLE OF CONTENTS

Recommendation
Viva-Voce Sheet
Declaration
Acknowledgement
List of Tables
List of Figures
List of Graphs
Abbreviations

CHAPTER - I INTRODUCTION 1
1.1 Background of the Study 1

1.2 Researcher's Interest 11

1.3 Relevancy of the Study 11

1.4 Statement of the General Problems 12

1.5 Objectives of the  Study 13

1.6 Assumption of the Study 14

1.7 Limitation of the Study 14

1.8 Research Methodology 15

1.9 Organization of the Study 16

1.10 Terminologies Used 18

CHAPTER - II REVIEW OF LITERATURE 21
2.1 Introducation of Concupital Review 21

2.1.1 Working Capital Management 21

2.1.2 Concept of Working Capital 23

2.1.3 Importance of Working Capital 27

2.1.4 Classification of Working Capital 28

2.1.5 Working Capital Policy 29

2.1.6 Determinants of Working Capital 32

2.1.7 Review of Journals/Articles 33

2.1.8 Review of Related Literature 36



CHAPTER - III: REASEARCH METHODOLOGY 41
3.1 Introduction 41

3.2 Population and Sample Size 41

3.3 Research Design 42

3.4 Research Methods and Data Collection Strategy 43

3.5 Nature of Data and Collection Procedures 44

3.6 Method of Data Analysis 44

3.6.1 Structure of Working Capital Analysis 45

3.6.2 Liquidity Ratio 49

3.6.3 Profitability Ratio 49

3.6.4 Activity Ratio 51

3.6.5 Cash Flow Analysis 53

3.6.6 Trend Analysis 53

3.7 Statistical Methods 54

3.7.1 Arithmetic Mean (Average) 54

3.7.2 Bar Graphs 54

3.7.3 Correlation Analysis 55

3.7.4 Probable Erro 55

CHAPTER-IV: PRESENTATION AND ANALYSIS OF DATA 57
4.1 Introduction 57

4.1.1 Analysis of Current Assets 57

4.2 Structure of Working Capital 61

4.2.1 Current Assets to Total Assets 61

4.2.2 Current Assets to Fixed Assets 64

4.2.3 Cash and Bank Balance to Current Assets 66

4.2.4 Cash and Bank Balance to Total Assets 69

4.2.5 Receivables to Current Assets 71

4.2.6 Receivables to Total Assets 74

4.2.7 Inventory to Current Assets 76

4.2.8 Inventory to Total Assets 79

4.2.9 Analysis of Networking Capital and Working Capital Financing
82

4.3 Liquidity Position 82

4.3.1 Current Assets 83



4.3.2 Quick/Acid Test Ratio 86

4.4 Activity Ratio/Turnover Ratio 88

4.4.1 Inventory Turnover Ratio 88

4.4.2 Debetors to Total Sales Ratio 91

4.4.3 Average Collection Period 94

4.4.4 Fixed Assets Turnover Ratio 94

4.4.5 Networking Capital Turnover Ratio 96

4.4.6 Total Assets Turnover Ratio 99

4.4.7 Current Assets Turnover/Gross Working Capital Turnover 102

4.5 Profitability Position 105

4.5.1 Gross Profit Margin Ratio 105

4.5.2 Net Profit Margin Ratio 108

4.5.3 Return on Total Assets 111

4.5.4 Return on Current Assets 113

4.6 Cash Flow Analysis 115

4.7 Trend Analysis 122

4.7.1  Trend Graph 123

CHAPTER-V: SUMMARY, CONCLUSIONS AND
SUGGESTIONS 125

5.1 Summary 125

5.2 Conclusions 127

5.3 Suggestions 130

BIBLIOGRAPHY

Appendix - A

Appendix - B



LIST OF TABLES
Table No. Topic Page No.

1. Analysis of Current Assets 59
2. Current Assets to Total Assets 61
3. Correlation Coefficient (r) between current assets to total assets 63
4. Current Assets Fixed Assets 64
5. Correlation Coefficient ‘r’ Between Current Assets with fixed Assets 65
6. Cash and Bank Balance of Current Assets Ratio 67
7. Correlation Coefficient Between Cash and Bank to Current Assets 68
8. Cash and Bank to Total Assets Ratio 69
9. Correlation coefficient between cash and bank to total assets 70
10. Receivable to Current Assets Ratio 72
11. Correlation Coefficient between Receivable to Current Assets 73
12. Receivable to Total Assets Ratio 74
13. Correlation Coefficient between receivable to total assets 76
14. Inventory to Current assets Ratio 77
15. Correlation Coefficient between Inventory to Total Assets 78
16. Inventory to Total Assets Ratio 79
17. Correlation Coefficient Between inventory to Total Assets 81
18. Analysis of Net Working Capital Financing 82
19. Current Assets to Current Liabilities 83
20. Correlation Coefficient Between Current Assets to Current Liabilities 85
21. Quick Assets to Current Liabilities 86
22. Correlation Coefficient Between Quick Assets to Current Liabilities 87
23. Inventory to Sales Ratio 89
24. Correlation Coefficient Between Inventories to Sales 90
25. Debaters to Sales Ratio 92
26. Correlation Coefficient between Debtors to Sales 93
27. Average Collection Period 94
28. Fixed Assets to Sales Ratio 95
29. Correlation Coefficient Between Fixed Assets to Sales 96
30. Net Working Capital to Sales Ratio 97
31. Correlation to Coefficient Between Net Working Capital to Sales 98
32. Total Assets to Sales Ratio 99
33. Correlation Coefficient Between Total Assets to Sales 101
34. Current Assets to Sales 102
35. Correlation Coefficient Between Current Assets to Sales 104
36. Gross Profit Margin Ratio 106
37. Correlation Coefficient Between Gross Profit to Sales 107



38. Net Profit Margin Ratio 109
39. Correlation Coefficient Between Net Profits to Sales 110
40. Return on Total Assets Ratio 111
41. Correlation Coefficient Between EBIT to total assets 112
42. EBIT to Current Assets Ratio 113
43. Correlation Coefficient Between Current Assets to Sales 114
44. Cash Flow Statement for the Year 2059/60 116
45. Cash Flow Statement for the Year 2060/61 117
46. Cash Flow Statement for the Year 2061/62 119
47. Cash Flow Statement for the Year 2062/63 120
48. Cash Flow Statement for the Year 2063/64 121
49. Comparative Trend Analysis 123



LIST OF FIGURES

Figure No. Topic Page No.
1. Cycle of the Working Capital Management 23
2. Types of  Working Capital 29
3. Variable Working Capital Under Conservative Policy 30
4. Variable Working Capital Under Aggressive Policy 31
5. Variable working Capital Under Moderate Policy 31



LIST OF GRAPHS

Graph No. Topic Page No.
1. Extent of the Components of Current Assets 60
2. Current Assets to Total Assets 62
3. Current Assets to Fixed Assets 65
4. Cash and Bank Balance to Current Assets 67
5. Cash and Bank balance to Total Assets 70
6. Receivable to Current Assets 72
7. Receivable to Total Assets 75
8. Inventory to Current Assets 77
9. Inventory to Total Assets 80
10. Current Assets to Current Liabilities 84
11. Quick Assets to Current Liabilities 87
12. Inventory to Sales 90
13. Debtors to Sales 92
14. Fixed Assets to Sales 95
15. Net Working Capital to Sales 97
16. Total Assets to Sales 100
17. Current Assets to Sales 103
18. Gross Profit to Sales 106
19. Net Profit to Sales 109
20. EBIT to Total Assets 111
21. EBIT to Current Assets 114
22. Trend 123



ABBREVIATIONS

B.S. : Bikram Sambat

B/d : Brought Down

C/D : Carried Down

Cr : Credit

Dr. : Debit

EAT : Earning After Tax

EBIT : Earning Before Interest and Tax

Ibid : “Ididen” in the sample place or work

Ltd. : Limited

NTDC : Nepal Tea Development Corporation

Opcit : “Opre Citato”

P : Page Number

PAT : Profit After Tax

PES : Public Enterprises

Product(s) : Product’s

Pvt. : Private

T.U. : Tribhuvan University

US : United States

P/L : Profit and Loss

i.e. : That is

DTR : Debtors Turnover Ratio


