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Abstract 

          In Industrial Economics, the definition of small-scale industry varies. The problem of 

defining a small-scale units is not only present in India, but has arisen in the past in foreign 

countries as well. Thanjavur District is the Rice Bowl of Tamil Nadu. The district stands 

unique from time immemorial for its agricultural activities and is rightly acclaimed as the 

Granary of the South India.objective of the study, To measure the liquidity position and also 

to analyze the effects of various factors on the profitability of the selected rural industries in 

Thanjavur. To measure the liquidity position and also to analyze the effects of various factors 

on the profitability of the selected rural industries in Thanjavur. Methodology of the study, 

The financial data and information required for the study were drawn from the secondary 

sources. The respective industires records have been used as principal sources. The other 

relevant data were collected from Journals, Magazines, Websites and Dailies.suggested this 

study, Quick ratio focuses on immediate liquidity (i.e., cash, accounts receivable, etc.) but 

specifically ignores inventory. It indicates the extent to which you could pay current 

liabilities without relying on the sale of inventory. Conclude this study, The rural industry 

was passing through rough days and hard times. There have been many periods of adversity, 

when growth charts have dipped and it has appeared that misfortune will overtake 

INTRODUCTION 

In Industrial Economics, the definition of small-scale industry varies. The problem of 

defining small-scale units is not only present in India, but has arisen in the past in foreign 

countries as well. A definition of small industry as including all manufacturing activities carried 

in a relatively small establishment is not very appropriate. The small industries are not the 

miniature large scale industries. They have a significance of their own. They are established in 
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accordance with the unutilised physical and human resources. The Fiscal Commission had 

defined a small-scale industry as one "which is operated mainly with hired labour normally 

numbering 10 to 50 hands." The Director General of Supplies and Disposals held that the small-

scale industries are those which do not ordinarily employ more than 100 persons without power 

or 50 persons with power and working capital of less than Rs.5 lakhs. According to the Gazette 

order dated 10 Dec 1997, Ministry of Industry, a small scale Industrial undertaking is one Mn 

which the investment in fixed assets in plant & Machinery, whether held on ownership terms or 

on lease or on hire purchase, does not exceed Rs.3 crores. Subsequently the investment ceiling 

was brought down to Rs. 1 crore. The small scale Industries sector plays an important role in the 

industrial development of the country. This sector contributes 40% to 45% of the industrial 

output apart from a major share in the export and employment. The great pressure of Information 

sources for this unit. 75 population, and die shortage of capital have all tended to direct attention 

towards the small-scale sector as a possible means of increasing output and employment in 

Indian Industry. The Government's supportive policies and die various incentives towards this 

employment-oriented small-scale segment require a separate coverage to be drafted in detail. The 

reformation in die Small Scale Industries sector through and after the 1991 liberalisation and 

deregulation policy needs to be mentioned. The SSI sector was deregulated and opened in July 

1991 with die objective of providing incentives & facilities so as to make die small sector 

competitive vis-a-vis the large sector and also improve its competitiveness internationally. This 

spirit is reflected in the Eighth-fiveyear plan. Document and also die annual budgets presented 

tiiereafter of the different steps outlined by the Union Government to provide impetus to die 

sector, die foremost is the upgrading of technology, involving technological information 

dissemination and technology transfer tie-ups. The policy of reservation for exclusive production 

by small units would continue despite liberalisation. The Government is also planning to 

introduce a comprehensive policy-to give die sector a level playing field vis-a-vis- large & 

medium industries, in respect of availability of raw materials, credit and infrastructure facilities. 

The SSIs in order to facilitate faster mechanism need not register with the Director of Industry or 

the Director General SSI. (for units employing less than 50/100 workers with / without power). 

Thanjavur District is the Rice Bowl of Tamil Nadu. The district stands unique from time 

immemorial for its agricultural activities and is rightly acclaimed as the Granary of the South 

India. The Big Temple and other famous temples in Kumbakonam and Darasuram in the district 
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are known all over the world. Thanjavur was the cultural capital of the country in during the 

Eighteenth century. Thanjavur gained prominence during the period of Chola Kings, who made 

it as their capital. Thereafter, it was ruled by Nayaks and Maratta Kings, who nurtured art and 

culture. The cultural, the architectural and the scholarly pursuits of these rulers are reflected in 

the great monuments like Grand Anaicut, Big Temple and Serfoji Mahal Library etc. in the 

district 

SHORT-TERM FINANCIAL STRENGTH  

Short-term financial strength is the ability of a firm to meet its current obligations as and when 

they become due for payment. The importance of short-term financial strength can hardly be 

overstressed. Liquidity ratios measure the ability to meet short-term obligations and reflect the 

short-term financial strength of the firm. The ratios, which indicate the liquidity of a firm, are 

mainly the current ratio and the quick ratio.  

LIQUIDITY RATIO  

The current ratio is not a sufficient indicator of the weakness or soundness of the liquidity 

position of a company. The important question is whether the current assets are held in liquid 

form or not. If the working capital is tied up in inventories and prepaid expenses which cannot be 

converted promptly into cash, the company may be unable to honour its obligations for want of 

cash funds. Therefore, the solvency of a company can be better judged by quick ratio. The quick 

ratio is an important device for judging the liquidity position of a business. The ratio is designed 

to show the amount of near cash or cash items available for meeting immediate payments. As a 

general rule, when the quick assets are more than or equal to current liabilities, the financial 

position may be considered satisfactory. The quick ratio indicates the ability of the business to 

meet its commitments as they fall due for payment. The formula of Quick ratio is Quick assets 

/Current liabilities. Inventories and prepaid expenses are excluded from these current assets 

because they might not be readily converted into cash. The creditors are interested, particularly 

in this ratio since it relates to the „pool‟ of cash and immediate cash inflow to immediate cash 

outflows. Generally an acid test ratio 1:1 is considered satisfactory as a firm can easily meet all 

current claims. 
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Liquidity ratios are the ratios that measure the ability of a company to meet its short term debt 

obligations. These ratios measure the ability of a company to pay off its short-term liabilities 

when they fall due. Generally, the higher the liquidity ratios are, the higher the margin of safety 

that the company possesses to meet its current liabilities. Liquidity ratios greater than 1 indicate 

that the company is in good financial health and it is less likely to fall into financial difficulties. 

Acid-Test Ratio: The term “Acid-test ratio” is also known as quick ratio. The most basic 

definition of acid-test ratio is that, “it measures current (short term) liquidity and position of the 

company”. To do the analysis, accountants weigh current assets of the company against the 

current liabilities which result in the ratio that highlights the liquidity of the company. It is 

calculated by Quick Assets/ Current Liabilities 

REVIEW OF LITERATURE 

1. Rehman (2006) had studied "Working Capital Management and Profitability - A Case 

Study of Pakistani Paper Companies". He examined the impact of working capital management 

on the profitability of 94 Pakistani firms listed at Islamabad Stock Exchange (ISE) during the 

period 1999-2004. He analyzed the impact of the various variables of working capital 

management including average collection period, inventory turnover in days, average payment 

period and cash conversion cycle on the net operating profitability of firms. He concluded that 

there was a strong negative relationship between working capital ratios and profitability of firms. 

 

2. Ozgulbas, Nermin; Ali Serhan Koyuncugil; Yilmaz, Fikriye in “The Business Review, 

Cambridge” (2006) aim to identify the effect of firm size on financial performance of the small 

and medium enterprises (SMEs). The study covered 697 SMEs listed in the Istanbul Stock 

Exchange (ISE) between 2000 and 2005.Financial performance measurement was based on ratio 

analysis and relation between size and financial performance was analyzed by means of Chi-

Square Independency Test. Based on the findings it was determined that the firm size affected 

financial performance, and that financial performance of medium-sized SMEs was better than 

that of other enterprises.    
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                       Even though many studies have been conducted to know the financial 

performance, the present one will be of great significance to many. It will be helpful in 

understanding the pattern and the structure of the financial variables of leading companies apart 

from identifying the financial relationship of companies with their respective Industries. The 

change in the economic policy of the government certainly has got an impact on the performance 

of corporate units in India. A need at the present juncture is therefore felt to study the impact of 

such changes on the performance of rural industries and hence the research problem has to be 

focused on stock turnover ratio and liquidity position based on rural industires”. The topic has 

particular relevance to the changes in the economy and the effect of such changes on the 

performance of the rural industry in Tamil Nadu.                            

OBJECTIVES OF THE STUDY 

 The ultimate desire of the study is to obtain a true insight into the performance of selected 

rural industries. These are the precise objectives of the study: 

 To analyze the growth and trend of selected financial variables of selected rural industries 

in Thanjavur  

 To measure the liquidity position and also to analyze the effects of various factors on the 

profitability of the selected rural industries in Thanjavur 

RESEARCH METHODOLOGY 

Research methodology deals with the research design, methods of data collection, period 

of the study, sampling design, statistical tools employed and interpretation of data. The following 

make up the framework of analysis as applied by the researcher, to identify the solutions to 

realize the objectives of the study. The design of the present study is descriptive, analytical and 

conclusive. It is the procedure of condition and analysis of data in a manner that aims to combine 

reference to the research purpose. It is the conceptual structure within which the research is 

conducted. In other words it is a blue print that is followed in completing a study that guides 

collection and analysis of data.  The financial data and information required for the study were 

drawn from the secondary sources. The respective industires records  have been used as principal 

sources. The other relevant data were collected from Journals, Magazines, Websites and Dailies. 

The period for this study covered ten years from 2007-2008 to 2017-2018 and the 

essential data for this period have been collected. This eleven year period is chosen to have a 

fairly long, cyclically well balanced period, for which reasonably homogeneous, reliable and up 
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to-date financial data would be available. Purposive sampling method has collected for this 

study. Financial ratios provide a quick and relatively simple means of examining the financial 

condition of a business. Ratios can be very helpful when comparing the financial health of 

different businesses.Ratio and trend has been used in this study. 

LIMITATIONS OF THE STUDY 

Some of the unavoidable limitations of the present work are as follows: 

1. Financial information collected for the present study is entirely secondary in nature. In 

such a case, the study carries all the limitations inherent with the secondary data and 

financial information. 

2. The study is restricted to only rural industries in Thanjavur. The medium and large scale 

industries have not been taken into account for this study. 

3. While computing the data for the purpose of analysis, the approximation of decimal 

places leads to minor variations in ratios as well as percentage analysis and hence these 

are bound to exist in the present study. 

4. Various accounting and statistical tools extensively used for the present study have their 

own incidental limitations. 

ANALYSIS AND INTERPRETRATION 

1. Quick Ratio - explains the relationship between the quick assets (current assets – 

inventory) and current liabilities. It is calculated by Current Assets/ Current Liabilities 

Inventory to Total Assets - explains the relationship between the current. 

2. Inventory Turnover Ratio - indicates the number of times the stocks have been turned 

over during the period. It is calculated by Cost of Goods Sold / Average Inventory at 

Cost. 
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             LIQUID RATIO OF RURAL INDUSTRIES IN THANJAVUR DISTRICT 

 

 

 

 

 

 

 

 

 

 

 

 

 

From the above table shows that,highest in the year of 2007-08 0.65, rest of the years 

decreasing of this ratio. Hence mininum required 1:1 for liquidity ratio but not fulfill 

during the study period. Lowest ratio in the year 2016-17 and 2017-18. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

S.NO. YEAR 

LIQUID 

ASSETS 

LIQUID 

LIABILITIES 

RATIO 

/RESULT 

IN 

TIMES 

1 2007-08 72,50,000 1,11,32,650 0.65 

2 2008-09 74,21,000 1,17,93,750 0.63 

3 2009-10 75,12,000 1,23,08,800 0.61 

4 2010-11 77,67,000 1,26,65,200 0.61 

5 2011-12 79,11,000 1,31,45,500 0.6 

6 2012-13 80,46,000 1,39,08,000 0.58 

7 2013-14 82,29,000 1,44,59,500 0.57 

8 2014-15 83,88,000 1,48,99,800 0.56 

9 2015-16 85,27,000 1,55,95,925 0.55 

10 2016-17 88,37,000 1,63,78,900 0.54 

11 2017-18 90,90,000 1,67,88,300 0.54 
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STOCK TURNOVER RATIO 

 

 

 

 

 

 

 

 

 

 

 

 

From this table, highest stock turnover ratio in the year of 2007-08 17.07,  rest of the year 

was decreasing trend. Last two year 2016-17, and 2017-18 was decreasing trend of stock 

turnover ratio 

SUGGESTIONS OF THE STUDY 

1.The rural industries should improve the financial conditions immediately.without improve the 

financial conditions the industry is not able contitnue successfuly 

2.Finance is the nerve centre and lifeline of any economic activity, and is, therefore, omnipresent 

in every sphere of economic and business life.  It plays an extremely crucial role in the continuity 

and growth of a business. An enterprise, which commits itself to an activity, requires finance.  

No business firm can be promoted, established and expanded without adequate financial 

resources.  Success and survival of a business firm depends on how well its finance function is 

managed.  The firm may have abundant resources – human and physical – but if the available 

funds are not properly utilized for the benefit of the firm, it will come to an early end.  Every 

effort should be made to render the finance function as effective as possible.  Successful 

financial management of a business firm is manifested by certain benefits, like increased 

profitability, raising share prices, regular dividends to shareholders, attractive remuneration to 

S.NO. YEAR 

COST OF 

SALES 

AVERAGE 

STOCK 

RATIO/RESULTS 

IN TIMES 

1 2007-08 5,11,09,900 29,94,250 17.07 

2 2008-09 5,28,39,800 31,89,500 16.57 

3 2009-10 5,50,03,100 34,14,250 16.11 

4 2010-11 5,71,51,700 36,46,250 15.67 

5 2011-12 6,08,48,000 39,01,000 15.59 

6 2012-13 6,13,73,400 41,42,500 14.82 

7 2013-14 6,28,18,200 43,49,250 14.44 

8 2014-15 6,47,04,400 45,54,000 14.21 

9 2015-16 6,61,08,300 47,35,750 13.95 

10 2016-17 6,77,78,300 48,91,750 13.86 

11 2017-18 6,93,43,100 50,00,150 13.86 

ISSN NO: 0975-6876

http://cikitusi.com/

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 6, Issue 5, May 2019 313



employees and in short, the all round progress of the company.  Financial performance analysis 

constitutes the approach to judge the effectiveness of the function of the firm. 

3. Quick ratio focuses on immediate liquidity (i.e., cash, accounts receivable, etc.) but 

specifically ignores inventory. It indicates the extent to which you could pay current liabilities 

without relying on the sale of inventory. Quick assets are highly liquid and are immediately 

convertible to cash. A general rule of thumb states that the ratio should be 1 to 1.In this study, all 

the companies are inadequate of quick assets in this industry. 

CONCLUSION 

The rural industry was passing through rough days and hard times. There have been many 

periods of adversity, when growth charts have dipped and it has appeared that misfortune 

will overtake. Today, rapid changes in the World trading system have endangered the 

stability of the paper industry and created an atmosphere of uncertainty and turbulence in the 

industry. But it is also a fact that turbulence is necessary for any change in the system. There 

is a need to bring about technological improvement, structural changes, and liberalization 

from controls and regulations, increased productivities of labour and machine and reliable 

quality assurance systems to meet the present day needs. If there is insecurity inherent in the 

globalised economy, there should also be opportunity – opening up of vast markets to rural 

industry that were earlier closed or regulated. Indian rural industry is ready to take up this 

opportunity of free trade and secure its well deserved position in the international paper arena 

through improved efficient financial management by framing effective policies in raising and 

utilizing the funds. 
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