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ABSTRACT

India is the highest milk producer in the whole globe and well known as the oyster of the global dairy industry. This sector is

providing a plenty of opportunities for the entrepreneurs globally, who wish to capitalise on one of the world's largest and

fastest growing milk and milk products market. Like other organisations, all diary companies keep various assets such inventory,

debtors and fixed asset. However it is very crucial to manage all such assets. In this paper "the comparison of efficiency of

Indian diary industry", different efficiency ratios are being used. Further for such comparison last 8 years ie 2011 - 2018 data

of major three milk producing firm ie amul, Kwality and Mother Diary is used. Anova is applied in order to find out the

relationship between the three and it is being concluded that only the inventory turnover ratio of  amul , kwality  and mother

diary has significant relationship between each other.
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INTRODUCTION

India is the highest milk producer in the whole globe and well
known as the oyster of the global dairy industry. This sector is
providing a plenty of opportunities for the entrepreneurs
globally, who wish to capitalise on one of the world’s largest
and fastest growing milk and milk products market. The Indian
dairy industry is quickly developing, trying to keep pace with
the running advancement around the globe. The fundamental
goal is to deal with the National resource in a way to enhance
milk production and upgrade milk processing utilizing
innovative technologies. The liberalization of the Indian
economy entices to MNC’s and foreign investors alike.

The Indian dairy industry takes part in the production and
processing of milk and cream. This industry is associated with
the assembling of different dairy items like cheddar, curd,
yogurt and so forth. The Indian dairy industry expertise in the
procurement,  production, processing, storage and distribution
of dairy items. India as country stands first in its share of dairy
production in the worldwide situation. Industry contributes
about 115970 to the national economy.

Amul

Amul is an Indian Dairy company, base at Anand in the state
of Gujarat. Formed in 1948, it is a brand managed by a
Cooperative body, the Gujarat Cooperative milk marketing
federation Ltd. (GCMMF), which today is jointly owned by
3.6 million milk producers in Gujarat. The White Revolution
was spearheaded by Tribhuvandas Patel under the guidance of
Sardar Patel. As a result, Kaira District Milk Union was born
in 1946. Tribhuvandas became the founding chairman of the

organisation which he led till his last day of his life. He hired
Dr. Kurien 3 years after the White Revolution. He convinced
Dr. Kurien to stay and help with the mission rest was history in
the dairying industry. Amul spurred India’s White Revolution,
which made the country the world’s largest producer of milk
and Milk products. In the process Amul became the largest
Food brand in India and has ventured into markets overseas.

Mother Dairy

Mother Dairy was commissioned in 1974 as a wholly owned
subsidiary of the National Dairy development board (NDDB).
It was an initiative under Operation Flood, the world’s biggest
Dairy development programme launched to make India a milk
sufficient Nation. Over the years, mother Dairy has contributed
significantly in achieving this objective through a series of
innovations and programs. Today, mother Dairy manufacturers,
markets m sells milk and Milk products including cultured
products, ice creams paneer and ghee under the Mother Dairy
brand. The company also has a diversified portfolio with
products in edible oils, fruits and vegetables, frozen vegetables,
pulses, processed food like fruit juices, jams, etc. to meet the
daily requirements of each and every household of the country.

Kwality Ltd.

Kwality Ltd. (Kwality) was incorporated in 1992 as Kwality
dairy (India) limited. The company was set up as a backward
integration unit of Kwality ice creams India Limited 9 nd was
acquired by Dhingra family in 2002. Kwality is one of the
fastest growing private sector dairy companies with a new range
of innovative products and enjoy a large presence in Northern
India. Kwality has various milk processing plants with the



Anusandhan - The Research Repository of GIBS 66 Volume 2, Number 1, November 2019

capacity to handle around 3 million litres of milk per day.
Currently, Kwality has six manufacturing units located at Palwal
(Haryana), Bulandshahar (UP), Saharanpur (UP), Jarar (UP),
Sitapur (UP) and Ajmer (Rajasthan). Further, Kwality has an
extensive network of milk chilling centres situated across
Rajasthan, Punjab and Haryana for direct collection of milk
and milk producers.

LITERATURE REVIEW

Monga and Khandelwal (2018)  in their paper “impact of capital
structure on the profitability with special reference to telecom
sector” studied telecom sector and nine companies were taken
as a sample for the period of  five years . For this Purpose, the
data has been collected from the secondary sources. The main
objective of this paper was to ascertain the impact of capital
structure on firms profitability. Regression and correlation was
used to analyse the data. The study showed that there is negative
association between capital structure and profitability except
the association between capital structure and gross profit ratio.

Barot (2016) aims to analyse which companies performance
is better than the other one. For analysis secondary data for 10
years and ratio analysis technique has been used. Raymond
Company has no more rest from debtors in compared with
Vardhaman. Inventory ratio indicated that Raymond limited
has faster turnover of raw material than that of for the
vardhaman. Turnover ratio of Raymond limited has remained
stable during the study, where Vardhaman Limited is showed
mixed trend in relation to inventory ratio which indicated that
Raymond limited has continuous production and sales of its
products. It can be concluded that Raymond limited has sound
and more effective working capital system then vardhaman
Limited. Raymond limited has maintained all ideal level of
working capital and constant increase in sign of healthy position
of business from the viewpoint of capital.

Ready (2016) this paper presents an empirical study which
examines the Asset Management in textile companies in India
with the data of 5 years. For the purpose of the study secondary
data is used. For the purpose of analysis ratios arithmetic mean
have been used and to test hypothesis, ANOVA test (f test) has
been applied. The study is done to investigate the effective
management of assets to enhance sales revenue, to meet its
short-term and long-term obligations whereas analysis of
solvency, fixed assets and ROI concentrates on long-term
performance. ANOVA test discloses relationship of financial
variables between sample textile companies. It is overall found
that there is a significant difference between variables of three
textile companies.

Rath (2016) an effort to suggest the best financing option for
the project as Tata Steel is expanding its production capacity
in India of Rs 21,200 crore and to identify its financial strength
and weakness with the help of various financial statement
analysis Tools and techniques. Internal control helps in better
and timely statutory meet and documents sanctity. The study
on the activities involved in the import of equipment’s,

establishing link among the agency to minimise the lead time
involved in the process. Also dealing with the optimisation of
financing options to meet the expenditure of the project.
Operating and financial leverage constitutes a double edged
sword. They have got tremendous acceleration of declaration
effects on EBIT and EPS. Right combination of these leverage,
possess a big challenge as well as an opportunity for the
management. Operating leverage also acts a check on financial
leverage. High dose of debt financing maybe advantages in
companies which have a low operating leverage but not in the
company having breakeven point at high level of their operating
capacity.

Arab, Masoumi and Barati (2015) presents The Financial
performance of identified units in the steel industry in India in
terms of financial ratios such as liquidity solvency activity and
profitability position. One way ANOVA test is used to test the
hypothesis. All the null hypothesis are rejected and thus the
analysis and testing of hypothesis give the conclusion that there
is significant difference in the financial performance of
identified units in the industry in India with regard to liquidity,
solvency, activity and profitability position.

Warrad and Rania (2015) stated the impact of total asset
turnover ratio and fixed asset turnover ratio on return on assets
among Jordanian industrial sectors. Simple linear regression
used to test a period 2008 - 2011 in order to conclude the
extent of the impact of activity turnover ratios on company’s
performance among Jordanian industrial sectors. The study
showed there is significant impact of total asset turnover ratio
on Jordanian industrial sectors return on asset, thus changes in
return on asset have described by total asset turnover ratio.
Also, there is significant impact of fixed asset turnover ratio
on jordanian industrial sectors return on asset, thus changes in
return on asset have described by fixed assets turnover ratio,
finally, there is significant impact of activity turnover ratios
on jordanian industrial sectors performance. The study also
concluded that the textiles, letters and clothing sector has the
lowest total asset turnover ratio and the tobacco and cigarettes
sector has the highest and paper and cardboard Industries sector
at the lowest fixed assets turnover tobacco and cigarettes has
the highest, on the other hand that the glass and ceramic
industries sector has the lowest return on assets and the mining
extraction sector has the highest.

Gupta (2014) aims to analyse and compare the financial
performance of ICICI bank and offer suggestions for the
improvement of efficiency in the bank. The study focus on
operational control, profitability and solvency etc. The bank
has to take an appropriate measure to keep the current ratio
quick ratio on par with the norms. The NPA of the ICICI bank
is more than 1%, health should control NPA’s, and otherwise it
affects the asset quality in long run. Total asset turnover ratio
is a key driver of return on equity which is quite constant.
Proper control over leverage should be taken in order to
magnify DP ratio. The spread of the ICICI bank should control
otherwise the income of the bank is eaten away by the interest
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expenses in the long run. The Earning per share is however
long standing.

Idhayajothi, Latasri, Manjula and Banu (2014) the study throws
light on overall financial performance of the company. It reveals
that the financial performance is fair. It has been maintaining
good financial performance and further it can improve if the
company concentrate on its operating, administrative and
selling expenses and by reducing expenses. The company
should increase sales volume as well as gross profit. Despite
price drops in various products, the company has been able to
maintain and grow its market share to make strong margins in
market, contributing to the strong financial position of the
company. The company was able to meet its entire requirements
for capital expenditures and higher level of working capital
commitment with higher volume of operations and from its
operating cash flows.

Singhal , Dhingra & Pandey (2014) did study on the impact of
merger and acquisition on financial efficiency of banks. Pre
merger and post- merger financial data has been analyzed to
know the existing financial strength of banks. Financial data
has been tested through t test to judge the significance level
and acceptance level of hypothesis . the conclusion of the study
is that for achieving high profits and expanding market. Mergers
and Acquisition is necessary.

Sharma (2013) stated that working Capital Management has
its impact on liquidity and profitability. The impact on
effectiveness and profitability of working capital is tried to
find out by measuring the fluctuation in fixed assets, current
assets and sales. For this last 5 years data of two major
companies in public and private sector of steel industry that is
steel Authority of India and Tata Steel Limited is taken. It is
also try to find out correlation among working capital to find
along with their liquidity, efficiency and profitability. They find
start there is a significant negative relationship between
liquidity and profitability. In this paper efforts are made to
know is these ratios remain unchanged for any industry or varies
from one industry to another.

Bagchi and Khamrui (2012) in this research they have selected
10 FMCG companies from India and covered data from 2000
- 2010. For the analysis they have adopted the method of
correlation multiple regression analysis and T test. After
following all the method they have concluded that among these
companies there was absent of positive relationship between
forms profitability and variables of the Working Capital
Management.

Kulkarni (2012) analysed on selected five company for the 11
years and performed ratio analysis, descriptive statistics etc.
The study concluded with all the company financial
performance with sound effective as well as current and quick
ratio, current asset on total asset, sales, turnover etc. are
analysed with the help of hypothesis and used ANOVA. In this
research also researcher followed this attributes. Zahid and
nanik (2011) concludes the overall performance of the textile

sector was adversely buy crisis through analysis of income
statement, debt payment ability, management and inventory
sales, receivables, productivity, fixed assets, etc.

Tugas (2012) aims to analyse the financial statements of the
three listed firms in the education subsector these are Centro
Escolar University (CEU), Far Eastern University (FEU), and
People incorporation (Malayan colleges) using liquidity,
activity, leverage, profitability and market value ratios. To
provide the basis for analysis, for each financial ratio, the firm
adjudged as the best one (using rule of thumb and ratio trends)
was given 3 points, the next one, two points, and the last one,
one point. The total points for each ratio category was then
computed to arrive at an overall basis for analysis. Results
showed that FEU (44 points) ranked first, followed by Malayan
(40 points), then CEU (36 points).

Barad (2010) in his thesis dealt with the analysis on liquidity
of Steel industry in India, which were mainly engaged in
production of Steel products, The study aimed at exploring
analysis of liquidator performance of steel industry in India.
The study covered A period of 10 years that is from 1999-
2000 to 2008- 2009. Four companies JSWSL, JS&AL, SAIL
and TSL were selected for the study. In order to analyse the
liquidity performance six types of ratios were calculated i.e.
Current ratio, quick ratio, inventory turnover ratio, working
capital turnover ratio, debtor’s turnover ratio and average
collection. To test the hypothesis one way ANOVA was used.
The analysis describes that the need for liquidity to run day to
day business activities can’t be over emphasized.

Padachi (2006) in his study used Return on total assets as a
measure of profitability relation between Working Capital
Management and corporate profitability, which is investigated
for a sample of 58 small manufacturing firms, using panel data
analysis for the period 1998 - 2003. The regression result of a
study indicates that high investment in inventory and
receivables is associated with lower profitability.

Sabarinathan and Jenifer the study gives a view of analysis
evaluation of liquidity position of the company. The present
study has thrown major concentration in ratio analysis, from
the five years balance sheet and profit and loss account. An
overall objective of the study includes the profitability, cost of
goods sold and other experience company overall financial
performance of the company. Based on the tools used analysis
and interpretation have been made giving way for useful and
constructive suggestions. Thus the ratio analysis of the
companies satisfactory. The company should enhance its
performance for meeting challenges and exploiting
opportunities in future. However more efforts need to be taken
to improve the financial position for the growth of the company.

RESEARCH METHODOLOGY

Data Collection

The Study is based on secondary Data which were gathered
from websites and published materials.
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Sample Size : 3 Diary companies (AMUL, MOTHER DAIRY
and KWALITY)

ANOVA is analysis of variance is a collection of statistical
models used to analyze the differences among group means
and their associated procedures (such as variation among and
between groups).

OBJECTIVES OF THE STUDY

To examine significant difference in the efficiency ratios of
three selected diary companies.

SCOPE OF THE STUDY

The Scope of the study is restricted to only three companies of
Diary Industry and the period of the study was 2011-2018.

HYPOTHESES

H
1
: There is significance difference between working capital

turnover ratios of Indian dairy companies.

H
2
: There is significance difference between fixed asset

turnover ratios of Indian dairy companies.

H
3
 : There is significance difference between total asset

turnover ratios of Indian dairy companies.

Table 1: Test of Homogeneity of Variances

  
Levene 
Statistic df1 df2 Sig. 

Working capital turnover 4.195 2 21 0.029 

Fixed asset turnover 20.49 2 21 0.00 

Total asset turnover 19.392 2 21 0.00 

Inventory turnover 4.96 2 21 0.017 

Table 2: ANOVA Outputs of Efficiency Ratio.

    
Sum of 
Squares Df Mean Square F Sig. 

Between Groups 4471.675 2 2235.837 0.849 0.442 

Within Groups 55321.53 21 2634.359   

Working capital turnover Total 59793.2 23    

Between Groups 1272.77 2 636.385 224.665 0.081 

Within Groups 4717.965 21 224.665   

Fixed asset turnover Total 5990.735 23    

Between Groups 31.299 2 15.65 30.073 0.00 

Within Groups 10.928 21 0.52   

Total asset turnover Total 42.227 23    

Between Groups 2004.1 2 1002.05 69.497 0.00 

Within Groups 302.79 21 14.419   

Inventory turnover Total 2306.89 23    
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Table 3: Post Hoc Output of Efficiency Ratios

Dependent 
Variable 

(I) 
VAR00006 

(J) 
VAR00006 

Mean 
Difference 

(I-J) 

Std. 
Error 

Sig. 95% Confidence 
Interval 

  

            Lower Bound Upper Bound 

Kwality -32.75715 25.663 0.424 -97.4425 31.9283 

Amul 
Mother 
Dairy -22.18081 25.663 0.668 -86.8662 42.5046 

Amul 32.75715 25.663 0.424 -31.9283 97.4425 

Kwality 
Mother 
Dairy 10.57633 25.663 0.911 -54.1091 75.2617 

Amul 22.18081 25.663 0.668 -42.5046 86.8662 Working Capital 
Turnover Ratio Mother Dairy Kwality -10.57633 25.663 0.911 -75.2617 54.1091 

Kwality -17.77474 7.49441 0.068 -36.6649 1.1155 

Amul 
Mother 
Dairy -7.58805 7.49441 0.577 -26.4783 11.3021 

Amul 17.77474 7.49441 0.068 -1.1155 36.6649 

Kwality 
Mother 
Dairy 10.18669 7.49441 0.38 -8.7035 29.0769 

Amul 7.58805 7.49441 0.577 -11.3021 26.4783 Fixed Asset 
Turnover Ratio Mother Dairy Kwality -10.18669 7.49441 0.38 -29.0769 8.7035 

Kwality 0.48036 0.36069 0 1.7176 3.5359 

Amul 
Mother 
Dairy 2.62671* 0.36069 0.394 -1.3895 0.4288 

Amul -0.48036 0.36069 0 1.2372 3.0555 

Kwality 
Mother 
Dairy 2.14635* 0.36069 0 -3.5359 -1.7176 

Amul -2.62671* 0.36069 0 -3.0555 -1.2372 Total Asset 
Turnover Ratio Mother Dairy Kwality -2.14635* 0.36069 0 -3.0555 -1.2372 

Kwality -14.25908* 1.89859 0 -19.0446 -9.4736 

Amul 
Mother 
Dairy 7.81294* 1.89859 0.001 3.0274 12.5985 

Amul 14.25908* 1.89859 0 9.4736 19.0446 

Kwality 
Mother 
Dairy 22.07202* 1.89859 0 17.2865 26.8575 

Amul -7.81294* 1.89859 0.001 -12.5985 -3.0274 Inventory 
Turnover Ratio Mother Dairy Kwality -22.07202* 1.89859 0 -26.8575 -17.2865 

*. The mean difference is significant at the 0.05 level.

In the above table no.2 , for working capital turnover ratio, P
value 0.442 which is less than 0.05,so alternative hypothesis
is accepted at 5% level of significance. Hence it concludes
that there is no significance difference between working capital
turnover ratios of Indian dairy industry.

For the fixed asset turnover ratio, p value .081 is more than
.05, so null hypothesis is accepted at 5% level of significance.
Hence it concludes that there is no significance difference
between fixed asset turnover ratios of Indian dairy industry.

For the total asset turnover ratio, p value .000 is less than .05,
so null hypothesis is rejected at 5% level significance. Hence
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it concludes that there is significance difference between total
asset turnover ratios of Indian dairy industry.

For Inventory turnover ratio, p value .000 is less than .05, so
null hypothesis is rejected. Hence it concludes that there is
significance difference between inventory turnover ratios of
Indian dairy industry.

Post Hoc Test

A stepwise multiple comparison procedure were used to
Identify sample means that are significantly different from each
other.The Results from one way Anova do not indicate which
of three groups differ from one another, so in many cases the
post hoc analysis is done.

Table 3. shows the Post hoc output of  Working capital turnover
ratio, Fixed asset turnover ratio, Total Asset Turnover Ratio,
and Inventory Turnover Ratio. In case of Working capital
turnover ratio, Fixed asset turnover ratio, Amul, Kwality and
Mother dairy has no significant relationship with each other as
the P- Value (0.424) which is more than 0.05 in maximum
cases. But in case of Total asset turnover ratio  and Inventory
turnover ratio there is a significant relationship between  Amul,
Kwality and Mother Dairy, As the P value is less than 0.05 that
is 0.00 and 0.001.

FINDINGS

From the analysis it is found that, Working capital ratio of
Kwality Limited is high which shows that they are utilizing its
working capital efficiently. On the other hand Amul is having
its working capital on the negative side as it has more current
liabilities than current assets. Working capital of Mother Dairy
is increasing positively year wise. Fixed asset turnover ratio of
all the three companies is on the rising side which indicates
that the companies take their long term investment decisions
wisely.

Total asset turnover ratio which shows that companies take
their long term and short term investment decisions wisely.
Amul and kwality Limited are having high inventory turnover
ratio which shows that both the companies are good at managing
their inventories. Mother Dairy comparatively having low
inventory turnover ratio then these two companies.

The working capital turnover ratio and fixed asset turnover
ratio shows that there is no significant relationship between
Amul, Kwality Limited and Mother Dairy. Total asset turnover
ratio shows that Amul has significant relationship with Mother
Dairy but has no significant relationship with kwality Limited
and inventory turnover ratio shows that all the three companies
have significant relationship with each other.

SUGGESTIONS

Indian Dairy Industries must focus on their growing market
opportunities and areas of product development.  Dairy farms
must revise its strategy of procurement of milk from farmers
in regards to payment of prices.  It is recommended to Amul to

improve its working capital condition by incurring more of
current assets than current liabilities.  Dairy companies must
improve their policies and strategies so that they can efficiently
work over the market share they attain.

The information in the annual report about the utilisation of
funds and sales should be mentioned clearly by the companies.
The study provides companies with understanding of the
activities that would enhance their financial performance. The
results of this study imply that it might be necessary for all the
companies to take all required decision to enhance their
financial position.

CONCLUSION

The financial soundness and credit worthiness of the company
can only be judged by its liquidity position and solvency ratios
and its management . The working capital turnover ratio and
fixed asset turnover ratio shows that there is no significant
relationship between Amul, Kwality Limited and Mother Dairy.
Total asset turnover ratio shows that Amul has significant
relationship with Mother Dairy but has no significant
relationship with kwality Limited and inventory turnover ratio
shows that all the three companies have significant relationship
with each other.
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