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Abstract—The aim of the study was to assess the 

influence of working capital on profitability of select 

pharmaceutical firms in India. The period of the study 

was from 2019 to 2023. Data were taken from the annual 

report of the firms. Return on total assets was taken as 

dependent variable and inventory days, receivable days, 

payable days, and cash conversion cycle were taken as 

independent variable. Current ratio, firm size and log of 

sales were taken as a control variable.  Descriptive 

statistics, Correlation, VIF and Regression were used for 

data analysis. The result of the study was inventory days, 

receivable days and payable days were having a 

significant influence on working capital. Cash conversion 

cycle does not have a significant influence on profitability 

 

Index Terms—Working capital, Profitability, Inventory 

days, Receivable days, Payable days and Cash 

conversion cycle. 

 

I. INTRODUCTION 

 

The Indian pharmaceutical industry is well-known 

throughout the world for producing inexpensive 

vaccines and generic medications. Over the years, 

Indian Pharma has developed into a thriving industry 

that currently ranks third in terms of volume of 

pharmaceutical production. India's pharmaceutical 

sector ranks third globally in terms of volume and 

fourteenth globally in terms of value. Currently, the 

pharmaceutical industry accounts for about 1.72% of 

the national GDP. By the end of 2030, the Indian 

pharmaceutical market is expected to reach a value of 

US$130 billion. In the meantime, it was predicted that 

the pharmaceutical industry would surpass $1 trillion 

in global sales by 2023. Before understanding the 

working capital as researcher, we should be aware of 

the inherent nature of the business operation. It helps 

to understand the working capital analysis.  Working 

capital is an amount needed to be funded in ordered to 

run the day-to-day business 

operations(Balasubramanian & Sandhiya, 2024). 

Positive working capital indicates receivables and 

inventories are high compared to payables and too 

much of current assets shows most of the sales are in 

credit or inventories are piled up. Either too much of 

current assets or current liabilities will affect the firm 

in long term, to solve this firm required adequate 

working capital. If the firm used their own cash, they 

lose their interest or if the company opt for the short-

term loan company must pay interest to lenders. 

 

II. REVIEW OF THE LITERATURE 

 

(Charitou et al., 2010) attempted to examine the effect 

of working capital management on firms’ profitability 

in emerging markets. The purpose of the study was to 

investigate the effect of working capital management 

on firms’ profitability. Sample consists of listed 

companies’ data from 1998-2007. Multivariate 

analyses were used. The outcome of the study was that 

inventory days, receivable days, and payable days 

have a relationship with profitability. 

(Kušter, 2022) attempted to investigate the impact of 

working capital management on the profitability of 

Serbian listed manufacturing companies. The aim of 

the study was to examine how working capital affects 

the profitability of listed Serbian companies. Samples 

for the study were 79 companies. Correlation and 

multiple regression were used in this study. There is a 

significant relationship between profitability and 

inventory days, receivable days, and payable days. 

(Aravind, 2016) attempted to assess the influence of 

working capital metrics on profitability in the Indian 

manufacturing sector. The purpose of the study was to 

investigate how working capital influences the 

profitability. A sample of 100 Indian manufacturing 

companies was taken from 2005-06 to 2014-15. 
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Descriptive statistics and inferential statistics were 

used for data analysis. The study concluded that the 

influence of working capital on profitability was 

consistent. 

(Ganesan, 2007) attempted to examine working capital 

management efficiency in the telecommunication 

equipment industry. The objective of the study was to 

analyse the working capital management efficiency of 

the firms. A sample of 349 companies was taken for 

the study from 2001 to 2007. Correlation regression 

and ANOVA were used for analysis. The study found 

that working capital is not influencing the profitability. 

(Bagchi et al., 2012) attempted to investigate the 

influence of working capital on the profitability of 

Indian FMCG companies. The aim of the study was to 

explore the effects of working capital management on 

profitability. Data were taken from 2000-01 to 2009-

10 for the period of ten years. Correlation and panel 

data regression analysis were used. The results of the 

study were that there is a negative relationship 

between working capital and profitability. 

(Syeda, 2021) attempted to analyse the impact of 

working capital management on the profitability of 

trading companies. The purpose of the study was to 

explore the impact of working capital on profitability. 

15 American companies were taken as a sample for the 

period 2015-2019. The outcome of the study was that 

there is a negative relationship between profitability 

and receivable days and the cash conversion cycle. 

(Enqvist et al., 2014) attempted to assess the impact of 

working capital management on firm profitability in 

different business cycles. The aim of the study was to 

examine the business cycle on the working capital-

profitability relationship. Samples were taken from 

Finnish listed companies. The results of the study were 

that efficient working capital management increases 

profitability even during the economic downturn. 

(Aldubhani et al., 2022) attempted to examine the 

impact of working capital management on the 

profitability of listed companies in Qatar. The 

objectives of the study were to find out how working 

capital management policies affect the profitability of 

the listed companies from the period of 2015 to 2019, 

which were taken as a sample for the study. Multiple 

regression was used for data analysis. The outcome of 

the study was that there is no significant effect on 

profitability 

 

III. OBJECTIVE OF THE STUDY 

 

i) To assess the influence of working capital on 

profitability of the pharmaceutical companies. 

ii) To evaluate the impact of different components of 

cash conversion cycle on the performance of the 

company 

 

IV. RESEARCH METHODOLOGY 

 

The study sample collected based on the sales of the 

companies. The period of the study was from 2019 to 

2023 and data were taken from the annual report of the 

companies. Descriptive statistics were used to find the 

mean, minimum, maximum and standard deviation 

value of the variables, Spearman correlation was used 

to find the correlation between dependent and 

independent variables, variation inflation factor was 

used to test the multi collinearity between independent 

variables(Aldubhani et al., 2022). 

 

V. HYPOTHESIS 

 

H1: There is no significant relationship between 

Inventory days and return on total asset.  

H2: There is no significant relationship between 

receivable days and return on total asset. 

H3: There is no significant relationship between 

payable days and return on total asset.  

H4: There is no significant relationship between cash 

conversion cycle and return on long term asset. 
 

Table No:1 Showing key research variable 

 
Analysis and Interpretation 
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Table no: 2 Descriptive statistics 

 

Table no: 2 shows that descriptive statistics of the 

sample firms. Average inventory days was 85.28, 

minimum day was 72.25 and maximum day was 

97.62. Average CCC was 125.75 it reveals that firm 

take 125 days to receive their cash. Firms average 

current ratio was 1.79 indicates that current asset of the 

firm is greater than current liabilities. Mean value of 

DER was 0.32 it shows that firm has a lower debt than 

equity. 

 

 

Table no 3: Test of Normality 

 
It shows the test results of normal distribution of data. 

Kolmogorov-Smirnov and Shapiro-Wilk test were 

used to test the normal distribution of the data. ROTA, 

PD and FS are not normally distributed in 

Kolmogorov-Smirnov test. PD and FS are not 

normally distributed in Shapiro-Wilk test. 
 

Table no: 4 Correlation 

 
 

Data are not normally distributed therefore spearman 

rank correlation used to assess the relationship 

between the variables. Relationship between ROTA 

and ID were negatively correlated (-0.38), it indicates 

the when inventory days increase it reduce the 

profitability of the firm. ROTA and RD were 
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negatively correlated (-0.307) it indicates that when 

receivable days increase it decrease the profitability of 

the firm. ROTA and PD were negatively correlated (-

0.490) it shows that firm reduced the payable days to 

increase the profitability of the firm. ROTA and CCC 

were negatively correlated (-0.13) it shows that CCC 

days increase it affect the profitability of the firm 

 

VI. RESULTS OF HYPOTHESIS TESTING 

 

 i) The p-value of the inventory days was 0.03 less than 

significant value (0.05). Therefore, reject the null 

hypothesis.  

ii) The p-value of receivable days was 0.017 less than 

the significant value (0.05). Therefore, reject the null 

hypothesis. 

iii) The p-value of payable days was 0.00 less than the 

significant value (0.05). Therefore, reject the null 

hypothesis. 

iv) The p-value of cash conversion cycle was 0.924 

greater than the significant value (0.05). Therefore, fail 

to reject the null hypothesis. 

Table no: 5 Multicollinearity Test 

 
It reveals the results of multicollinearity test. Variation 

inflation factors were used to assess the independent 

variables. For all the independent variable VIF value 

was less than 10 it indicates that there is no close 

relationship among the independent variable 

 
 

Table no: 6 ANOVA 

 
 

The significant value is 0.007, which is less than the 

significance level of 0.05. This shows that the overall 

regression model is statistically significant. In other 

words, the independent variables as a group have a 

significant influence on the return on total assets. 

 
 

Table no: 7 Regression analysis 

 
 

The regression analysis shows the value for the r 

squared in the model is 30.1% of the variation in the 

dependent variable is explained by the independent 

variables 

 

VII. CONCLUSION 

 

The purpose of the paper is to assess the influence of 

the working capital on the profitability of 

pharmaceutical companies. The results of the study 

were: 1) The relationship between returns on assets 

and inventory days was negative. It shows that when 

the inventory days increase, it decreases the 

profitability of firms; 2) the relationship between 

return on asset and receivable days was negative; it 

reveals that when receivable days increase, it 

decreases the profitability of the firms;3) the 

relationship between return on asset and payable days 

was negative; it indicates that when payable days 

increase, it decreases the profitability of the firm; 4) 

the relationship between return on asset and cash 

conversion cycle was negative. It depicts that when the 

cash conversion cycle increases, it decreases the 

profitability of the firms. The outcome of the study 
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was receivable, inventory, and payable have a 

significant influence on profitability, but the cash 

conversion cycle was not influencing the profitability, 

so we concluded that in this study working capital is 

not influencing the profitability of the pharmaceutical 

firms.(Aldubhani et al., 2022) 

 

VIII. LIMITATION OF THE STUDY 

 

• The period of the study included the pandemic era 

so that it might have a chance of influencing the 

result.  

• Due to the unavailability of data for some 

companies, we are unable to include them in the 

study. 

 

IX. FURTHER SCOPE OF THE STUDY 

 

• In future studies, more variables can be used for 

enhancing the research. 

• Furthermore, we can do the research on the 

influence of capital structure on the profitability 

of pharmaceutical companies in India.  

• We can use more years to deeply understand the 

role of working capital and profitability in pharma 

industries. 
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