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Abstract:

The Tyre Industry of India is a flourish-
ing sector of the economy, The MRF Ltd. is the
foremast leading Tyre manufacturing company
of India and amongst the Top Tyre manufacturer
in the world, The key abjective of this study is
to analyze and elucidate the financial state-
ments of the company with a motive to shed a
light on the company’s financial performance
and efficiency of managerial decisions. Finan-
cial Ratio analysis helps to examine the firm's
financial resources to its disposal and revenue
with an intend to provide details about
company s financial efficiency and potentials.
The study is based upon the foundation of stra-
tegically inter-linking the relation of the finan-
cial resources of the company with their effec-
tive utilization to earn revenue. This study is
focuses an computing the financial performance
of MRF Ltd, the leading player of Indian Tyre
industry. For the purpose of evaluating the fi-
nancial efficiency performance three important
ratios- Total Assets Turnover Ratio, Fixed Assets
Turnover Ratio and Capltal Employed Turnover
Ratio are taken into account for determination,

This study covers the time period of Five years
from2015-16 to 2019-20, The desire of the study
& to measure and evaluate financial efficiency
ofthe company during the specific time period,
Keywords- Financial efficlency, financial state-
ments, Turnover ratios, MRF Ltd.
Introduction:

The Tyre industry of India is one of the
mast dynamic markets in the world. The Indlan
Tyre industry s predicted to be grow further due
to cheaper avallability of raw material [Rubber),
introduction of innovative technologles and con-
tinuously Increasing demand from automobile
sector etc. the Indian Tyre industry is an evoly-
Ing sector of the economy due to the constantly
Increasing demand of Tyre for both domestic
sales and export. After Ching, Europe and LS,
India is considered to be fourth largest market
of Tyre in the world. Madras Rubber Factory Ltd.
{(MRF Ltd.} is an Indlan origin multinational Tyre
manufacturing company that produces extensive
range of Tyres and ranked amongst Top20 Tyre
manufacturer in the world. For the year ended
March 2020, MRF Ltd, achieved a sale of
15914,25 Cr. as against of sale of 15169.00 Cr.
in FY 2018-19. The company has reported an
operating profit of 2660.91 Cr. and Net profit of
1384.98 Cr, in FY 2019-2020.

Finance is the important component of
every business entity which require careful and
effective utilization in order to increase the pro-
ductivity and potential growth opportunities of
any organization. The examination and interpre-
tation of data available in the Financial State-
ments with intend to establish a strategic and
logical inter-relationship between them, in or-
der to ascertain financial strengths and weak-
nesses of an organization is known as financial
statement analysis or financial analysis.

Ratio analysis is one of the important
tools to analyze and interpretate the financial
statements. Ratio analysis is a quantitative
analysls technique used to analyze the various
aspects of a company’s financial performance
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such as efficiency, liquidity, profitability and The Tollowing are the major objectives of the

solvenicy. Financial efficiency ratio analysls fa-
cilitates to determine the ability of a company
1o effectively use its resources such as Assets,
Capital, Stock, Debtors and Working capital to
raise sales and generate incomes. In order to
amalyze the overall financial efficiency perfor-
mance of a firm, financial efficiency ratio pro-
vide help to describe the financial efficiency
performance based on various Turnover Ratios
af MAF Ltd.

Review of Literature:

seyfettin Unal, Ra fet Akta? and Sez2gin
Acikalin [2007) in there research wo rk tithed "A
Comparative Profitability and Operating EFffi-
ciency Analysis of State and Private Banks In
Turkey”, presented a comparative perfarmance
analysis between state and private owned com-
mercial banks of Turkey over the time period of
10 years between year 19G7-2006. In this study
they focus on profitability and operational effi-
ciency to compare the performance of Govern-
ment and private banking in Turkey. They used
statistical measures Mean and Standard Devia-
tion to test their Hypothesis.

sumarti (2020} have made a gstudy on “Effi-
ciency Anzlysis of Firm Financial Performance:
Case Study of Pt. Unilever Indonesia’, presented
an averview on the relationship between finan-
cial profitability and liquidity of PT. Unilever In-
donesia. This study focuses on analysing finan-
cial profitability and liguidity with an intend to
measure the overall efficiency of the company.
This study covers the time period of four years
from 2013-14 to 2016-17.

Swati Chauhan (2021} in her research paper
titled*Measuring Financial Efficlency and Rank-
ing of Indian MFls: An Analysis using DEA vs
pCA”, give a review on fina ncial efficiency of 46
NBEC-MFIs for the time period of 2003-10 to
2015-16. In this study efficlency are calculated
on various Input-Output model specifications by
using Data Envelopment Analysis (DEA).
Objective of the Study:

study-

1. To study the current status of finan-
cial structure and financial performance of MRF
Ltd. in Tyre industry in India.

7. To analyse the financial efficiency per-
formance of MRF htd.

3. To provide information to fill the in-
farmation gap which justify the requirement of
this study.

4. To provide findings, necessary SURERs-
tiane and recommendations on the basis of con-
dusian drawn after the study.

Research Methodology:

This study is a descriptive type of re-
search as it describes a particular aspect of re-
search issue. The data have to be used to elicit
neceseary information for carrying out the ob-
ject of the study is based an secondary SOUrces
and collected from various SOUrces including
published papers, journals, magazines, several
published annual reparts and financial reports
of MRF Ltd. of different years and fram various
other websites. The study covers the time pe-
rind af five years from 2015-16 to 2019-2020.
Analytical tool like ration analysis and statisti-
cal tools fike Mean, tables and graphs are used
in the study.

Analysis of Data: .

Ratio analysis is an important tool used
to help a business in assessing their financial
standing. Ratio analysis helps a firm to deter-
mine its financial health in terms of strengths
and weaknesses of the business. Financial r3-
tios can be used for the purpose of ta king Im-
partant decisions regarding the position of busi-
ness, for making future plans and forecasting
by the way of budgeting. Ratio analysis also
facilitates inter-firm comparison. Ratio analy-
<ix nat only shows the financial sta nding of the
entity but also helps in evaluating cperational
efficiency. The financial ratios are categories
into various categories based on the uses, ob-
jectives and financial statements. The major
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category of ratio includes- Profitability ratios, Fig 1: Net Sales to Total Assets
Liquidity ratles, Solvency ratios and Turnover
ratios. atum el

Turnover Ratios- These ratios are also known
as ‘Activity Ratios', ‘Performance Ratios’ and
‘Efficiency ratios’. The main abjective to calcu-
late these ratios is to assess a firm's efficiency
in employing its assets and capital. These ra-
tios provide help to evaluate the velocity with
which resources are converted into sales. These
ratios are used to measure the work perfor-
mance of the enterprise and effectiveness of
managerial decisions. Turnover Ratios are cal-
culated to determine how well resources avail-
able at the disposal of the firm are being used,
Efficiency ratios are useful to measure efficlency
of an organization in utilizing its resources to
eamn its revenue. The figures of disposal are
compared with Assets (both Fixed and Total
Assets) and employed capital, in orderto deter-
mine the level of optimization with which a firm
used Its resources to achieve sales. These ra-
tios represent a strategic inter-relationship be-
tween a firm's assets and capital with the rev-
enue generated through them, A higher Turn-
over ratio is considered to be better as it re-
flects the efficiency of a firm with which it uses
Its resources at its disposal.

1. Total Assets Turnover ratio: The Total As-
sets Turnover ratio matches the Total assets of
a firm with its sales revenue. This ratio indicates
a relationship between Net Sales and Totz! As-
sets of the company.

Net Sales
Total Assets Turnover Ratios ———————
Total Assets
Table 1: Total Assets Turnover Ratio
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Z. Fixed Assets Turnover rath:-: The Fixed As-

sets Turnover Ratio shows the intensity with

which Fixed Assets are converted into Sales.

This ratic establishes a refationship between

the Net Sales and Fixed Assets of the company.
MNet Sales

AT dri

Fixed Assets Turnover Ratio=
Fixed Azzets
Table 2: Fixed Assets Turnover Ratio
{Rs. In Crores)

Year Mot Saley Fized Asspis Ratio
2015-16 22H8.61 iﬂ L 4.05
Z016-17 14863.74 G¥21.31 2.35
201713 1531782 T13E.658 2.15
HB-15 15768500 B154.51 1.3
JOL920 1501435 10555.78 151
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Fig 2: Net Sales to Fixed Assets
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3. Capital Employed turnover Ratio; Capital
Employed Turnover ratio is calculated to mea-
sure the efficiency of @ company in utilizing its
employed capital with reference to sales rev-
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anue. This ratio is helpful to determine a con-
nectlon between the employed capital of the
company and revenue generated out of it
Total 5ales
Capital Employed Turnover Ratios —————
Average Capital Employed
Table 3: Capital Employed Turnover Ratio

{Rs. In Crores)
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Conclusion:
The mative of the study was to assess the ef-
fectiveness of the company in utilizing its re-
sources to raise revenue from sales, The study
forms a connection between the resources of
the company to sales achieved out of them. The
analysis made through Turnover ratio analysis
to measure the financial and operaticnal effi-
ciency as the part of this research work provides
the fallowing findings:

The Total Assets Turnover Ratio of MRF
Ltd, was the highest for the year 2015-16 as
{1.78) in comparison to other financial year,
which reflects the efficiency of the company in
utllizing its total assets to raise income most
efficiently in this particular year. On the other
side, this ratio of the company was the lowest
for the year 2019-20 as (0.83), which reveals
the company’s inefficiency in using the total
assets least effectively to yield revenue in this

particular year, The Total Assets Turnover ratio
af the MRE Ltd. shows the decreasing trend dur-
ing the study period indicates that the company
need to pay attention towards more optimaluti-
lization of its total assets to Increase revenue
put of them.

The Fixed Assets Turnover Ratio of MRF
Ltd. was the highest for the year 2015-16 as
(4.05) in comparison to other financial year,
which reveals the efficiency of the company in
utilizing its fied assets to ralse income most
efficiently in this particular year. As against, this
ratio of the company was the lowest farthe year
3015-20 a5 {1.51), which reflects the company’s
inefficiency in using the fixed assets |east ef-
fectively to earn revenue in this particular year,
The Elxed Assets Turnover ratio of the MRF Ltd.
shows the decreasing trend during the study
period indicates that the company should require
to be more focused towards better utilization of
its fived assets toescalate the income from them.

The Capital Employed Turnover Ratio of
MRF Ltd. was the highest for the year 2015-16
as (2.67) in comparison to other financial year,
which shows the efficiency of the company in
utilizing Its employed capital 1o raise incame
most efficiently n this particular year. On the
other hand, this ratio of the company was the
lowest for the year 2019-20 as (1.19), which
reveals the company’s Inefficiency in using the
employed capital least effectively to yield rev-
enue in this particular year. The Capital Em-
ployed Turnover ratio of the MRF Ltd. shows the
decreasing trend during the study period indi-
cates that the company need to give more con-
centration towards utilizing ts employed capl-
tal more efficiently to yield better revenue out
of them,
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