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Abstract
India is among the top six global
pharmaceutical producers in the world. Indian
vaccines are exported to 150 countries. India
produces 40-70 per cent of the WHO demand for
DPT & BCG and 90 per cent of measles vaccine.
Approximately 70 per cent of the patients in
developing countries receive Indian medicines
through NGOs like The Clinton Foundation, Bill &
Melinda Gates Foundation, Doctors Without
Borders, the UNCTAD etc. Presently there are
10,500 manufacturing units and over 3,000 pharma
c"“'.'Dimies inIndia, growing at an exceptional rate.
India has about 1,400 WHO GMP approved
am:nUfacturi“B units. The Government of India has
a;:’_““?‘-’d a host of measures to create a
phar'tat'“g ‘environment for the Indian
Gwer:‘ace“t'cm industry. The policie‘s of the
°Spitm|“ent of India are aimed at building more
impros-s' boosting local access to he'althcare,
imp,wfng the quality of pharmaceu.tlFals and
Over Ing the quality of medical training. The
,QbuSt";‘“ent of India is committed to 'settnng U.p
Sl ealthcare and delivery mechanisms: India
i Placed to become one of the major drivers
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e focuses on analyses of profitabiey
of selected Pharmaceutical corma: /
(JU[inu "’fri(){j o 3011 ]; ’ y {f(lﬂ:filff.‘ in India
testing, - 10 2015-16, ANOVA
ETJ m‘iﬂﬁff'{iﬂi’.'?"'—' (Pir-Ent) Piramal Enterprise,
. Cadila Healthcare, (ROCE) Return on
Capital Employed, (SPY) Sun Pharmaceutical
Industries, (GP) Gross Profit Ratio, (CP) Cash profit
(OP) Operating profit, :
Introduction
. Profitability is ability of a company to use
its resources to generate revenues in excess of its
expenses. In other words, this is company’s
capability of generating profits from its operations.

Profitability is one of four building blocks
for analyzing financial statements and company
performance as a whole. The other three are
efficiency, solvency, and market prospects.
Investors, creditors, and managers use these key
concepts to analyze how well a company is doing
and the future potential it could have if operations
were managed properly.

The two key aspects of profitability are
revenues and expenses. Revenues are the
business income. This is the amount of money
earned from customers by selling products or
providing services. Generating income isn’t free,
however. Businesses must use their resources in
order to produce these products and provide these
services. Resources, like cash, are used to pay for
expenses like employee payroll, rent, utilities, and
other necessities in the production process.
Profitability looks at the relationship between the
revenues and expenses to see how well a company
is performing and the future potential growth a

company might have.

Review of Literature '
prof. Ketan H.Popat (September 2012),in

his article, A Comparative study Of P_rofntabnlr:t:
Analysis Of selected Steel Industrle;zlnutb[:ic
research Steel Ministry, at prt?sent, _has hepSteel
sector undertakings (PSUs) including t
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iron Ore Company Limited (KIOCL), Rastriya Ispat
Nigam Limited (RINL), Metallurgical and
Engineering Consultants India Limited (MECOI\_U-
these varibus steel companies are working in India.
The profitability ratios are calculated to measure
the operating efficiency of the business
enterprise. Besides management of the company,
creditors and owners are interested in the
profitability of the firm. Investor wants to get
reasonable return on their investments. This is only
possible when the company is having satisfactory
profit. For this purpose researcher would like to
evaluate the profitability analysis with reference
to various ratios like, PBDT to Gross Sales, PAT to
Gross Sales, PAT to Net Sales, PAT to Shareholders
fund and PAT to Total Assets to examined the
financial result of selected steel industries in
India. This research give us result of profitability
with reference to study period from 2006-07 to
2010-11.
Dr. Arti Mudaliar, Dr. B.M.S. Bhadauria
(April 2014), In their research work paper were
presented Keeping sector complexities in mind this
study is carried out and it is focused on analyzing
the profitability of two multinational companies.
Its core aim is to evaluate the past performance,
income position and the expected future
performance of the two companies in different
business environment along with recognizing the
effect of profitability ratios on company’s future.
Therefore this paper deals with the comparative
competitive analysis of profitability of the number
one company in the index’s Food and Beverage
Super sector PepsiCo and its giant competitor Coca
I T
and Averealse szgtrj:V’ A e Yaljes
concluding remark ha Zre Ca-lculated, R
test of signifi > been given on the basis of
: gm Icance. It has been noticed that th
Profitability position of hoth the compani 8
quite similar in spit panies are
. pite of different busin
envuronZ\ent and market forces, ess
sma Khan and i
In their study, Growth ar::‘;tr'osf'i::gm““"e 20.15)’
Selected IT Companies ,this paper foy Analysis of
performance of selected |T industrie
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ratios. The study coversa period of five yearsang
applies various profitability ratios and found that
the performance of HCL Technologies wag
satisfactory except in Return on net worth ang
return on long term funds whereas in case of Tech
Mahindra return on net worth and return on long
term funds is satisfactory. Wipro showed ap
average performance during the study period
Authors have used ANOVA to find out the
significant difference between the companies angd
between the years. This paper also enhances the
knowledge of the investor about the growth of

the IT companies.
Research Methodology
The present study is mainly based on

secondary data which have been collected from
the news papers, websites, and various other
documents of the organization. Data has been
collected for a period of last five years (i.e. from
2011-12 to 2015-16) mainly to analyze growth and
profitability of selected pharmaceutical
companies . In order to evaluate the growth and
profitability, financial and statistical tools like ratio
analysis, percentage and Anova testing have been
used.
Objectives of The Study
1 To compare the profitability performance
of selected pharmaceutical companies in India.
2. To measure the profitability of
Pharmaceutical Companies.
3 To identify the factors affecting
profitability of Pharmaceutical Companies.
4 To compare the performance of the
selected Pharmaceutical Companies regards theit
profitability and related factors.
Sample of The Study

For the present study selected
E:aa';fr‘;aacceutitfal companies in India are as 5_““
Healthcar:ul’ti:::rl\alcsmpan-ies' Iupi.n, Sl
s CDIlec'tion nterprises, and cipla.
have beg:mecs;::g Y losRaondary ét2 thr:
Selected Pharm:tEd from Sl spotsiel td
covers the periodceu“cal Sopey/es: The A :

of Syearsi.e. fromyear 201112

ea
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Tool of Analysis ANOVA (Analysis of

varlances), Comparison.
for the Purpose The following Parameters have
peen studied
1. Operating Profit Margin
2. Gross Profit Margin
3, Cash Profit Margin
a4, Net Profit Margin
5, Return On Capital Employed
6. Return on Net Worth
1, Operating Profit Margin (%)

Operating Profit Margin Ratio is the
percentage of operating profit (i.e. profit before
interest and tax) relative to the revenue earned
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total 70.67 andaverage 14.134 was observed for

Piramal Enterprises for the period under the study.
5P1 stood at first (1*') rank, Lupin secured

second (2"Y) rank, Cipla got third (3) rank, Cadila

secured fourth (4") rank, Piramal perceived fifth

(5") rank.

Hypothesis Testing

H,: There is no significant difference in

Operating Profit margin ratio between selected

companies.

H: There is significant difference in Operating

Profit margin ratio between selected companies.

Table-2: Anova of Operating Profit Margin

during a period. Operating Profit Margin Ratio is

also known as Operating Income Percentage and
Operating Margin Ratio,

Formula:
Table-1: Operating Profit Margin of Selected

Source of Bs
Variation Ss df MS F value
Between

Groups 69.5985 4 | 17.39963 | 0.161151 | 0.001
Within

Groups 2159.419 | 20 | 107.9709

Total 2229.017 | 24

Pharmaceutical Companies.

Paticulars | 201102 | 701213 | 201304 | 201415 | 20056 | Tetal | Average
] 1.7 4313 4152 W67 2044 | 184.01 16.082
[ 203 2354 26.6 2834 2641 | 125.28 25.056
Cod-Haatths 208 1769 16,61 20.29 422 | »6 19.922
Fa It 1.2 12.26 14 06 17.28 28132 70.67 14.134
Cola 1362 2654 2111 19.05 1228 | 1086 21.72
Teaal 101,51 123.3% 121.9 113,63 126,67
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Graph-1: Operating Profit Margin of Selected
'maceutical Companies.
Interpretation
The above Table No. 1 displays operating
Profit margin of selected pharmaceutical
“Mpanies during the year of 2011-12 to 2015-16.
Looking to year-wise average of operating
2o margin, the highest total 126.67 was
%bServed in 2015-16 and lowest 103.51 was
Yitnessed i 2011-12. Further in case of company-
* total and average, the highest total 184.91
-W'QQWSEABS.QSZ was marked for SPI and lowest

F-Value is 0161 with p-value 0.001. As p-
value is less than 0.01, null hypothesis rejected at
1% level of significant and concluded that there is
significant difference in the Operating Profit
Margin between selected companies.

2. Gross Profit Margin

Gross margin ratio is the ratio of gross
profit of a business to its revenue. It is a
profitability ratio measuring what proportion of
revenue is converted into gross profit (i.e. revenue
less cost of goods sold).

Gross Profit
Formula: Gross Profit Margin = ———

Revenue
Table-3:
Gross Profit Margin of Selected
Pharmaceutical Companies.

Particulars | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | Total | Average
sPl 1642 4035 | 4098 24,32 2585 | 16782 | 33.563
Lupin 1718 20,09 2429 24.94 2315 | 10965 | 2193
Cad-Health 178 14,79 1382 16.97 2115 | Bas3| 16.906
Pir-Ent 132 6.31 857 11.62 2337 | 4255 8.51
Cipla 19.18 22.55 1742 146 | 1a32]| 8so7| 17.614
Total B3.16 | 104.09 | 105.08 92.45 | 107.84

Graph-2: Gross Profit Margin of Selected
Pharmaceutical Companies.
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Gross Profit Margin (%)
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The Above table no.2 displays Gross profit
margin of selected pharmaceutical companies
during the year of 2011-12 to 2015-16.

Looking to year-wise average of Gross
profit margin, the highest total 107.84 was
observed in 2015-16 and lowest 83.16 was
witnessed in 2011-12. Further in case of company-
wise total and average, the highest total 167.82
and average 33.564 was marked for SPI and lowest
total 42.55 and average 8.51 was observed for
Piramal Enterprises for the period under the study.
SPI stood at first (1*) rank, Lupin secured second
(2") rank, Cipla got third (3') rank, Cadila secured
fourth (4™) rank, Piramal perceived fifth (5") rank,
Hypothesis Testing

H,: There is no significant difference in
Gross Profit margin ratio between selected
companies.

H,: There is significant difference in Gross
Profit margin ratio between selected companies.

Table-4: Anova of Gross Profit Margin

Source of P-
Variation £33 df Ms F value
Between
Groups 26.73906 4| 2168477 | 0177218 | 0.001
Within
Groups 2447.242 201 122.3621
Total 2533.981 | 24

F-Value is 0161 with p-value 0,001, As p-
value is less than 0,01, null hypothesis rejected at
1% level of significant and concluded that there is
significant difference in the Operating Profit
Margin between selected companies,

3. Cash Profit Margin

Cash ratio is the ratio of cash and cash
equivalents of a company to its current liabilities,
Itisar extreme liquidity ratio since only cash and

ﬂnﬁﬁ 3 Area : Interdisciplinary Multilingual Refereed Journal

cash equivalents are compared with the Current
liabilities. It measures the ability of a business 1,
repay its current liabilities by only using its Cash
and cash equivalents and nothing else,

Cash + Cash Equilents

Formula: Cash Profit Margin - iR
Current Liabilitjes

Table-5: Cash Profit Margin of Selecteqd
Pharmaceutical Companies.

Particulars 201142 | 200243 | 201304 | 201495 | 2095 16 TﬁT—T;':
L] 1977 76 40 9] 2473 606 wasr "-T';
Lupin 1571 177 1268 2213 1904 786 577
Cad Health 15 78 1367 14.49 1704 Ty 1948|535
Plr-Ent 96 03 433 528 39465 754 )
Cipla 2029 2166 17.26 122 1512 3957 17554
Total 100,55 90.52 86,01 4 a0 MLa

—

Cach Profit Margin{%)

Ii_ Jiu

WLFL WLUPIN G AL

i; |- d i'tj d I'Uﬁ“ IIU'H
Graph-3:
Cash Profit Margin of Selected Pharmaceutical
Companies.

The mentioned table no.3 displays Cash
profit margin of selected pharmaceutical
companies during the year of 2011-12 to 2015-16.

Looking to year-wise average of Cash profit
margin, the highest total 100,55 was observed in
2011-12 and lowest 84.46 was witnessed in 2014-
15. Further in case of company-wise total and
average, the highest total 168,57 and average
33.714 was marked for SPI and lowest total 25.4
and average 5.08 was observed for Piramal
Enterprises for the period under the study.

P stood at first (1%) rank, Lupin secured
second (2") rank, Cipla got third (3) rank, Cadil2
secured fourth (4") rank, Piramal perceived fifth
(5") rank,

Hypothesis Testing

H;i  There is no significant difference in Cash
Profit margin ratio between selected companies.
Hi:  There is significant difference in Cash
Profit margin ratio between selected companies:
Table-6;

Uoc A‘u”nvl.ﬂ.l
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— Anova of Cash Profit Margin

Ss df
el
F-Value is 0.065 with p-valu. As p-
salueisless than 0.01, null hypothesis rejected at
1% level of significant and concluded that there js
significant difference in the Operating Profit
Margin between selected companies.
4. Net Profit Margin

Net profit margin is the percentage of
revenue remaining after all operating expenses,
interest, taxes and preferred stock dividends (but

MS

34.41514 4 8.603786

2629.222 | 20 | 131.4611

2663.637 | 24

aptlnu;a

xea November 2017 .
1k, - 0155
ssue-35, Vol-05

22.457 was marked for SPI and lowest total 57.63
and average 11.526 was observed for Piramal
Enterprises for the period under the study.

SP1 stood at first (1%) rank, Lupin secured
second (2") rank, Cipla got third (3) rank, Cadila

secured fourth (4™) rank, Piramal perceived fifth
(5™ rank.

Hypothesis Testing

Hi:  There is no significant difference in Net

Profit margin ratio between selected companies.

H: There is significant difference in Net Profit

margin ratio between selected companies.
Table-8: Anova of Net Profit Margin

s Source of
not common stock dividends) have been deducted Verhotios S [RC U 3 A
from a company:s tOtB' [EVENUE, Between Groups | 479.2345 4 119.8086 | 0.792809 | 0.001
Net Profit Within Groups | 3022384 20 |151.1192
formula: Net Profit Margin =
Revenue Total 3501.618| 24

Table-7: Net Profit Margin of Selected
Pharmaceutical Companies.

Patcls 201112 | 2012-13 | 201318 | 2014-15 | 2015-16 | Total | Average
n EERT) 2639 1953 | 1652| 1668 |11226| 22452
Lupn 1224 1363 Tez7| e8| 159 | 7693| 15386
CadHealth 1236 1027 12| 13| 1547| s2s1| 1202
Pictat 522 645 T115| sse3| 1a3s| sie3| 11526
P

Cola 1629 1865 1374 104 11| 7008| 1a016
it 7] 52.49 2951 1467 731

Net Profit Margin (%)

55483

-
w L

2014-15

Y B UApRAHELIHARE @ FPAMALENIDRIAGL MO |

h-d: Net profit Margin of Selected
Maceutica| Companies. |
Margj The above table no.3 shows Net prqfnt
urigln of selected pharmaceutical companies
the year of 2011-12 to 2015-16. ‘
Looking to year-wise average of Net profut
the highest total 114.67 was observed in
15 F.wand lowest 49.51 was witnessed in 2014-d
er, Urther in case of company-wise total an
& agfe’ the highest total 112.26 and average

Grap

"\argin

F-Value is 0.792 with p-value 0.001. As p-
value is less than 0.01, null hypothesis rejected at
1% level of significant and concluded that there is
significant difference in the Operating Profit
Margin between selected companies.

5. Return On Capital Employed

Return on capital employed (ROCE) is the
ratio of net operating profit of a company to its
capital employed. It measures the profitability of
a company by expressing its operating profit as a
percentage of its capital employed. Capital
employed is the sum of stockholders’ equity and
long-term finance. Alternatively, capital employed
can be calculated as the difference between total
assets and current liabilities.

Net Operating Profit
Capital Employed

Formula: Return on capital Employed =

Table-9:
Return on Capital Employed of Selected
Pharmaceutical Companies.

Particulars | 201112 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | Total | Average
sel 27.07 32.57 33s9| 2172| 129413529 27.058
Lupin 2241 3181 31318| 3664 19.2| 19828 | 29.648
Cad-Health 2134 17.3% 184 2313 2515 10938| 2187
Pir-Ent 2,65 224 333 483 6.65 19.5 39
Cipla 1944 2092 1797 14,58 1272 8s63| 17126
Total

i 5291 1oa9| 11187 1007| 8768
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Graph-5: Return on Capital Employed of Selected
Pharmaceutical Companies.

The above table No.9 reflect Return on
Capital Employed of selected pharmaceutical
companies during the year of 2011-12 to 2015-16.

Looking to year-wise average of Return on
Capital Employed, the highest total 111.87 was
observed in 2013-14 and lowest 87.66 was
witnessed in 2015-16. Further in case of company-
wise total and average, the highest total 148.24
and average 29.648 was marked for Lupin and
lowest total 19.5 and average 3.9 was observed for
Piramal Enterprises for the period under the study.
Lupin stood at first (1*') rank, SPI secured second
(27¢) rank, Cadila got third (3") rank, Cipla secured
fourth (4'") rank, Piramal perceived fifth (5") rank.
Hypothesis Testing
H: There is no significant difference in Return
on Capital Employed ratio between selected

companies.

ea
seaceh journal| lssue-35, Vol-05

generated by investing in the company. Whijg
ROCE is an effective measure to get a genery|
overview of the profitability of the company’s
business operations, RONW lets you gauge the
returns you can earn on your investment. When
used along with ROCE, you get an overview of the
company’s competence, financial standing and its
capacity to generate returns on shareholders’
finances and capital employed. R
Formula: Return On Net Worth = <=
Table-11: Return on Net Worth of Selected
Pharmaceutical Companies.

Particulars 201112 2012-13 | 2013-14 | 2014-15 | 2015-16 Total | Average

SPI 21.71 19.9 16.95 17.74 15.01 9131 | 18262
Lupin 21.62 25.25 26.49 27.08 2067 12111 20222
Cad-Health 25.32 22119 23.36 27.06 2934 | 12637 25278
Pir-Ent 099 2.11 537 2428 765 2544 | s.088
Cipla 14.99 17.12 13.82 10.95 1271 6959 | 13918
Total 84.63 8235 75.25 | 107.11 84.48

H: There is significant difference in Return on
Capital Employed ratio between selected
companies.
Table-10: Anova of Return on Capital Employed
Source of P-
Variation ss |df | s F | value
Between Groups 7343446 | 4 | 18.35861 | 0.141891 | 0.001
Within Groups 7587.699 | 20 | 129.3849
Total 2661.133 | 24

F-Value is 0141 with p-value 0.001. As p-
value is less than 0.01, null hypothesis rejected at
1% level of significant and concluded that there is
significant difference in the Operating Profit
Margin between selected companies,

6. Return on Net Worth )
This ratio gives you an idea of the returns

Return on Net Worth |%]

-5 | 234k —— 2012-13 ;-,\lg.i 513-15 1215-1¢
g 4 o =
Cr
ESF BLUPIN W CADILAHELTHCARE  WIPIFARIALENTERFERE s CIFLA

Graph:6- Return on Net Worth of Selected

Pharmaceutical Companies.
Interpretation

The above table No.11 reflect Return on
Net Worth of selected pharmaceutical companies
during the year of 2011-12 to 2015-16.

Looking to year-wise average of Returnon
Net Worth, the highest total 107.11 was observed
in2014-15 and lowest 75.25 was witnessed in 2013-
14. Further in case of company-wise total and
average, the highest total 126.37 and average
25.274 was marked for Cadila and lowest total 25.44
and average 5.088 was observed for Piramal
Enterprises for the period under the study.

Cadila stood at first (1%1) rank, Lupin
secured second (2) rank,SP| got third (3') rank.

Cipla secured fourth (4*) rank, Piramal perceived
fifth (5") rank.

Hypothesis Testing
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H,i/m no significant difference in Return

net worth ratio between selected companies

;I . Thereis significant difference in Retyrp on
N; Wworth ratio between selected companies.
Table-12:
Anova of Return on Net Worth
e P- ]
L4 <s df MS F value
e
fetwes
gous | 1151572 2 | 287893 | 0301208 | 0,001
g
Wahin
Srouts 1911587 | 20 | 95.57933
Toml | 2026734 | 24

~ FValue is 0301 with p-value 0.001. As p-
walue is less than 0.01, null hypothesis rejected at
1% level of significant and concluded that there is
significant difference in the Operating Profit
Mzrgin between selected companies.
MAJOR FINDINGS:
i ltis found that the operating profit margin
of selected sample companies has been
periorming well throughout study period. In The
year 2011-12 the operating profit margin of SPl is
relatively better compare to other Pharmaceutical
tompanies.
L Itcanbe apparently said that the net profit
©2lio of Piramal Enterprises perform far well than
the other selected companies. although the Wipro
#nd Tech Mahindra have optimized their growth
‘@i from the beginning of the study period.
The return on capital employed again
“astly shows better efficiency and effectiveness
9 their performance of their capital employed.
]he_‘e s drastic variation in the performance of
employed. Here it can be concluded that
in has performed well through-out the
Period.
There is greater variation in the assets
€r of selected sample companies as they
%Gﬂ‘e Variation in their capital investment.
] S:
_ All the Pharmaceutical companies are
a,,au:;:'e‘gr financial performance analysis by the
___ ' &sources
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i The selected Pharmaceutical companies
uld implement new techniques

Management for better performance in future.

3. As Return on Net Worth of selected
CoOmpanies are fluctuating, all selected companies
have to take control on cash balance because cash
IS Non earning asset and increasing cost of funds.

of financial
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