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Abstract T

Finance is regarded as the soul of business. It's the finance that Mmakes
resources of production dynamic. Thus, capital management in any industriel
organization must be adequate and proper. Steel Authority of India (SAIL) isa
maharatna company of Indian public sector which is operating as one of th:
biggest steel producing units through the combined efforts of integrated steg]
plants, special steel plants and subsidiaries. This paper studies captital structure
of the organization and its management through various financial ratios gpg
statistical analysis of the financial data. The analysis brought out the fact that the
financial position of SAIL is satisfactory. Karl Pearson correlation coefficient
showed a high negative correlation of net profit after interest and tax and also of
net profit before tax with other financial items and a high positive correlation
among other financial items. This proved that profit is a dependent variable
which depends on how favourable other financial items are.

Keywords: Capital structure, Financial ratios, Correlation coefficient.
Introduction

The fundamental instruments on which human life is based and which fulfl
his material and cultural needs are known as resources. They are also ce}HQd
natural resources as they are gathered from earth and occur naturally “{ﬂhm
environments. Major natural resources include biotic resources like forests, animds |
and the materials that can be obtained from them, fossil fuels such as coal an®
petroleum and abiotic resources such as land, fresh water, air & heavy metalz |
including ores such as gold, iron, copper, etc. Minerals hold an esteemed pla;
among natural resources for they have contributed towards imPTOVement i
standard of living in every stage of industrial development. The level of developm‘ia] T
of a country depends on the availability and optimum utilization of na?m& |
resources in every aspect of the economy whether it be agriculture, manufact! is
trade or transport. Iron is one of the most important mineral resourc ol i |
considered as the backbone of the civilization. Steel was first produced e rsteel
.1000 BCE followed up by improved Indian and Chinese versions: ¢ f the
1ndustry is often considered an indicator of economic progress, becaus®
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jt was o until 1875 that the foundati modern lines v pment.
was lald through a blast-fUmacen lahon of India’s pr;las made
‘ sent i
& 1€ owed several 1ron & steel companies plant at Kulti, Calcut ntiron
fol _ Tata Iron & Gteel Compat being established ta. This
sore Iron & Steel Workiagtyeegrclsco)' Indian lro?\cr;SSStth(i
g or H ee
ce, teel Lorporatio |
endelr;:s %(Srv (eimmlent took significant stepst:}?rf Bengel,among
. l; . od e\.,e opment of the nation. Duri - m.dUStrial
thorize capltal of 600 crores, Hindustan S?egelﬂl‘f pihetpi
imited was

olici€s ©" ith the au
blic sector.
tor. In the early stages of its establishment, 3

Yea;,]ishe i theIndian pu
estd Jants were set up at Rourkela, Bhilai, and Durgapur : ;
Russia, and England respectively. The ?ourmtsl ::fiztance
was

. ate
inte8" Germany

ste .
of WE%. | Bokar© during the
s and its su

fourth fivs year plan. Through the policy statement
sequent approval by the parliament, Steel

M 1;: reel & Mines ar
authority f India (SAIL) Was incorporated in 1973. Presently, the organizati
4nages 5 integrated steel plants, 3 special steel plants and a Ferro Alloy pl;z?
Of the five qain factors of production——land, labour, capital, org;miz;ltior;
ond en pren rship, €@ ital is the xinost important factor which activates all
other factors- apital is the foundation of business activities without which
oconOMi d commercial praictices are not possible- It is essential to have an
dequa t of capital 1IN the business While constructing 2 building,
yarious terials are mixed ina specific proportion, in the same way, in the
pital ST eof the business; funds obtained from various sources are combined
Iron & steel industry involve high investment f capita
e the capital structure of SAIL

Keeping this fact
and the financial ratios obtained from
Literature Review
ed financial Jeverage of Indian manufacturing companies
i pment, proﬁtabihty,

Bhat (1980) analyz
by taking the variables 0 e of firm, income varid
d dividend payment polic

operating leverage an
association with its size. There was aneg
and dividend payout policy- Degree of operating leve
level and usage of debt. _ s the
_ Malliké Sur (1998) carried out research in Indian ez Th trynizazisrid th
inﬂuence of working capital managemen o fitability: ¢ rking capita
interrelationships between nin selected ratios rega’ ed both negative
management and the selected profitability measure which reved
and positive associations: & Stee industry of

_ Bhunia (2010) studied liquidity management IrOIZe The study revealed
It’}:;‘t’f}te sector of India and itS effect on fina jal ge rmarllzed J efforts should

In . m oo I
be ma;:stment in ioans an dvances sh dreg ing the iabilit A PZo;:Ee
workin tOV\{arCls increasing th assets @ omp ies would ane
Profita E ,Capltal management system in the (; ther grOWth
ility of the company and assist N eir U
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Chakraborty (2009) studied the relationship betweer © - .
management and profitability in 25 pharmaceutical companies o ndia durp
1996-97 to 2007-08. The partial regression coefficients used in statistical analyg;,
tory management and creg

of the data revealed that liquidity management, inven :
management positively contributed towards improvement of corporate Proﬁtability_

Nandi (2011) studied the influence of financial ratios obtained from worki,
capital management on profitability of National Th(?rmal Power ,Corpm'ation
Limited (NTPC) between 1999-2000 to 2008-09 by using the statistical analyg,

techniques of correlation, regression analysis, etc. He meag.ured sensitiviy o
return on investment (ROI) to changes in the level of working capital levﬁrage

(WCL) of the company-
Angamuthu & Sivanandam (2012) examined the long term and short te,
solvency status of 4 privately owned and one government owned cement companje
isk of solvency in fulfilling long

between 2000-01 and 2009-10. There was no 11
term commitment in most of cement companies. They also had sufficient liquij

assets to cover their short term debt.

Objectives of Study
1. To study and analyze the invested capital in SAIL

2. To study and analyze the capital structure of SAIL

3. To study and analyze return on invested capital in SAIL

4. To study and analyze the financial ratios obtained from the financil
statements of SAIL

5. To statistically analyze the relationships between t
ratios based on capital structure.

he various financa

Research Methodology

The selection of the research design is crucial for it determines what
conclusions a researcher can draw about a phenomenon. It also facilitat®
research to be as efficient as possible yielding maximal information. This papd
is based on analytical research design keeping in mind the basic concept that ¢
financial position of SAIL is satisfactory in accordance with its capital Stl'ucmf;‘
The practicality and efficiency of research work depends on the accuracy of @
collected. This paper used financial data published in annual reports © i
from 2010-2014 as secondary data. For analysis of the collected dat?{gdsof
analysis was used as the main technique. Along with that, statistical met ot
average, standard deviation, coefficient of variation, correlation,

chi-squ?
time series analysis, etc., were also used.
Data Analysis & Interpretationn

Interpretation (Annexure 1)

1. Table 1 shows that company has obtained its funds oy vernme
share capital, of which 80% is contributed by the Indian 8", pod

the remaining 20% of the share capital, insurance com

. oqull
ol %

pat.
) s tors 05
largest share (7%), followed by foreign fmzztlrrlﬁadolrrr‘:;ziic coff‘I’3111

companies, other institutions, mutual funds
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agement Analysis 1: ISIjeel Indus;;.y |
tal .v's clear that SAIL as a publie company fulfils the objective of its
(P qhus ! ent. In the initial capital structure, 20% of the capital has been
establls ‘5 different classes of capital market. This change has been
a1lo<:atet Jbout by the new economic policies of liberalization, privatization
brt()juglobalization.

ion (AnN€X ure 2) :
et o value of profit after tax of SAIL in the last 5 financial years

terp"
In " otz;3l i:;::sg which is 1.5 times more than the minimum and maximum
s RS 3 IZe yeas 12 and 2010. The va.lue of cfoefficient of variation is 46.59
WS considerable fluctuations in profits of the company. There is
values of profit after tax of years under study. Kurtosis

which yewness in the - fax ¢
und to be negative with a platykurtic distribution.
Jast 5 years, average value of equity share capital of the

ing the
2.2. Dlilsml;%- 4,130.6 crores which is almost equal to the maximum and
co.m.palﬂr}l’l values of issued share capital of different years taken under study. The
u o of coefficient of variation in share capital is very less which depicts
thematical values of skewness and kurtosis show

f stability. The ma
ds with moderate level of skewness and platykurtic distribution.

lue of the total amount of accumulation fund in the last
loser to the maximum and minimum values than to the
akenunder study. But the percentage of coefficient of
variation is less showing less variability in the amounts of funds. There is
mnoderate skewness in the amount of accumulation fund but kurtosis measure is

very low with platykurtic distribution.
24, The average value of the total loan amount of SAIL in the last 5 years has
been 21.4 per cent greater than the minimum value and 27.60 per cent lesser than
fhemaximum value. The percentage of coefficient of variation in total loan amount
}lfi excessive .which brings out the fact that the company is using loan capital in
as;‘i‘lni’n e‘;ar){mg amounts. The value of skewness is 0.703 shows moderate
Iy in usage of loan amounts but value of kurtosis shows qualities of a
Platykurtic distribution.
eigt‘izlt‘iglzg}:he last 5 years of SAIL, the average value of totzfl net worth of
Iso the perCe‘;toWS a mldW§¥ position of total maximum and {HHUIT_llun value.
Stability of finanage of c.o'eff1c1ent of variation is very less W-thh displays t}.le
Moderate amgq - position of the organization. Skewness 1S f.om}d to be In
unt while kurtosis measure depicts a platykurtic distribution.

_26.Th
¢ average value of the total assets of the last 5 years is more than the

o im amy, o i
Micafeg ¢ ato ;‘}r\‘t of last 5 years and value of coefficient of variation is less which
;nst‘tution_ The ere is not much change happening in the total assets of the

™S ane ere is moderate skewness and value of Kurtosis is very less an

ercentag
osition O
negative tren
»3. The average vd

5 years of SAIL has been ¢
total value of all the years t

r cent more than

e =7 The aye
Min age value of net fixed assets amount is 31.25 P€
parison of total

m 3
mount and is Rs. 8,901.2 crores less in com
[91]
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fficient of variation is less which is
There is substantial skewnesg in |
distribution, i.e., a high Probabij t;
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e value of coe
et fixed assets.
hows a leptokurtic

maximum amount. Th
indicator of stability of n
values. Kurtosis measure S
for extreme values.

2.8. The average value of net prof.it after interest and. tall;s oi gﬁm during i
last 5 years is much greater than mimrr}um amou'nt ‘but.ls X ,h ; 3.4 CrOTes Jg,
than the maximum amount. The coefficient of variation 18 qult'e igh with 50 i
cent chance of variability of values. The skewngss measure is mod.erate Whilg
value of kurtosis shows a platykurtic distribution w1.th comparatively Jesge,

for a normal distribution.

probability for extreme values than that
terest expenses paid by SAIL during the lag; 5

2.9. The average value of in i
years is Rs. 654.2 crores which is Rs. 252.2 crores more than tbe minimum valye,
Interest expenses show whether the leverage of the company 1s w1th1f1 acceptable
limits. The coefficient of variation is 34.48 per cent, skewness is very Jegg
indicating an approximately symmetric distribution and value of kurtosis shows
a platykurtic distribution trend.

Interpretation (Annexure 3)
3.1. Share earnings ratio is the indicator of soundness of any institution. I

2010, the ratio was 16.35 which is highest in comparison of ratios of all other
years. The continuous decline in the ratio in the next 4 years shows the rate of
earnings per share of SAIL has gone down continuously. The share earnings ratio
of the year 2014 is less than half of that of 2010. This position is not satisfactory.
The average value of share earnings ratio is 9.68, coefficient of variation is 46.60
and there is moderate skewness.

3.2. The proportional value of accumulation fund and per share capital in
SAIL has increased in all the next 4 years as compared to base year 2010. The
value of this ratio in 2010 was 70.67 per cent which increased in 2014 to 93.28
per cent. There is an increase of 22.61 per cent which shows the strong financial
position of SAIL. Also, the average value of accumulation fund and per share
capital ratio is 83.88. The coefficient of variation is quite less, i.e., 10.59. The
skewness measure shows symmetry in the values.

3.3. The ideal debt equity ratio of any institution should be less than 1:1 ratio
so as to maintain a strong financial soundness. Debt equity ratio of SAIL has been
less than .the ic.ieal ratio and is fluctuating during all the years taken under this
study. This ratio was lowest in the year 2012. The rates of debt equity ratio show
tha.t long-term debt s.ervicing capacity is good. The average value of debt equity
ratio from 201.0-2014 is 50.93 which is marginally higher than the ideal ratio. The
value of coefficient of variation is 12.94 which is less.

_ 3.4. Ownership fund ratio is important from the perspective of long term
investment. Greater this ratio more is the financial soundness of the institutio®
During 2010-2014, for the management and arrangement of assets, an average o
50.66 per cent of the amount is taken from the ownership fund ;md rest of the
amount is obtained from external sources. This does III)Ot rovide adequa‘®
security and economic stability to long term capital investorsli’or their invest

[92]
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e

ol Manageﬁ‘ f variation is 4.05 and skewness is very high. Overall, the
cF The ¢ hip fund is satisfactory.
on 0f & ets ownership fund ratio was at its highest rate of 62.7
sit Net ﬁxec; ass The ideal rate of this ratio is 0.67:1.g20nsidering thiss, }:12:
Jin the )’ei‘m orship fund ratio of SAIL is found to be less than the ideal ratio
9 under the study. Its average value is 45.63 which is quite
tive of long term investors. The coefficient of variation of

ing rspecC o e
dunif®e . the P& P t and skewness is high. Both of the measures indicate

afav0 7 | ¢ service ratio is calculated to prov%de adequate security to the capital
36.De capital investors, that’s why higher the ratio, it’s better for the

of lon$ te In the above table, value of this ratio in the year 2010 is 25.20 per
; ?ho-n'hiohest among all the years taken under study. After 2010, there has
twhlchcllso p gonstant decrease in this ratiowith the lowest value being 3.33 per
ik duction shows that the burden of interest expenses is

atr )
been . 2014_ Thls re . . . & . . - =
an increase in net profit. The coefficient of variation is quite high,

t and skewness shows a state of symmetry.

m on ownership fund is considered an important ratio for
1 organization. Increase in the rate of return shows an increase in
evely . of an enterprise. The above table shows that this ratio has been
quctuating over the 5 years. In 2010, this ratio stood at 20.27 per cent which was
ihe highest among all the yearsl taken Llr}der study. Later on, fluctuations were
ohserved in this ratio which can’t be cqmldergd satisfactory from the perspective
of investors. The average value of this rate is 10.76 per cent and coefficient of

variation is 57.15 per cent, which is quite high.

Interpretation (Annexure 4)

4.1. Chi square test was used in the above table for testing the authenticity
of calculated values of proportional relationships among major financial items of
capital management of SAIL. It's clear from the table that value of chi square test
at5 per cent level of significance and with 4 degrees of freedomis much more than
the table value of 9.488. It reveals a high relationship among the items.

Interpretation (Annexure 5)

.5.1. The above table shows inter-relationships among the financial items of
zg‘talffﬂaﬂagen}ent by calculating binary correlation coefficient and presented in
cléas gla‘;(’tgelat-lon matrix. By analyz'u}g the coefficieqt vah.les-of the table, it’s
cent level o?re' is h}gh level of correlan‘on among the financial items at 0.01 per
it bS{gmflcance. The correlation coefficients at 0.05 per cent level of
Regative cor ;‘“g out the. fact _tha.t profit after tax of SAIL has a hlg.h level of
amount of ac:uatloln Wlﬂl financial items mainly number/amount of equity share.s,

nd, total asseI:“1 ation fund, tqtal loan amount, net worth/amount of ownership
Same way, net S a?OUnt, net fixed assets amount and interest expenses. In.the
number/a'mOmﬁro f‘t aftf{r interest and tax is negatively correlated with mainly
aMount, et Wortho/ equity shares, amount of accumulation fund, total loan
amount of ownership fund, total assets amount and net fixed

[93]
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assets amount. Except these two items, there is high level positive Corre| tOlG
atioy,

among all other items.
Limitations of the Study
The paper is presente

basis of financial ratios ca
published by SAIL. The validity of t

financial data given by the company.

d from the perspective of an external analys;

lculated from the data contained in annua] ren the

he findings depends on the a“thenticﬁ;)rts
of

Conclusion

The profitability of any industrial institution depends on proper cap:
structure and management, i.e., in big industrial enterprises having a suitp lt:al
lear from the analysis of capital manage;erlle
t

capital structure is very essential. It's ¢
tal through the issue of equity share
s

of SAIL that it has obtained its share capi
which is uncomplicated and secure from the perspective of shareholders. 80 p,,
' r

cent of share capital of the company is invested by the government and rest 2
cent is divided among other classes. Of the various financial ratios used fer
analysis, share earnings ratio and ownership fund ratio reveal less than satist’actoor
position of the firm, while accumulation fund and per share capital ratio deg
equity ratio and net fixed assets ownership fund ratio bring out financial soun’dnes
of the organization. Also, the debt service ratio and rate of return on ownership fun;

ratio demonstrate a satisfactory financial position of the undertaking.

Suggestions :
For increasing the productivity of invested capital of SAIL, the authors

suggest that the organization can consider using market based price policy
producing modern useful products, controlling the high interest expenses,
modernizing integrated steel plants of SAIL and controlling the rising costs. I
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Annexure 1: Analysis of Capital Structure

Number of

Amount

Class Hold ; Perce
ers (in crores) Ntagq
Indian government 01 3304.29 m
Insurance companies 12 292.95 7:09
.Banking companies 75 129.51 313
Mutual funds 31 29.26 0.71
Foreign T
financial investors 175 241.68 585
Global deposit receipts 2 0.45 0.01
Domestic companies 3163 19.15 i —
Others 388998 113.22 - o
Total share capital 392457 4130.53 10000
——

Source: Annual reports of SAIL.
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