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Abstract
The present study title entitled on “Productivity and Financial Health Analysis of 
Tamil Nadu Co-Operative Sugar Industries: A Study”. Its help to evaluate the sugar 
industries of Tamilnadu especially in financial viability, profitability ratio, long 
term solvency ratio, current asset, liquidity ratio and efficiency in asset utilization of 
the sugar companies operating in the state of Tamil Nadu during the financial year 
between 2008-2009 and 2013-2014.  The Sugar industries are basically depending 
upon the agricultural production, geographical and climate conditions of a State. 
Knowingly the researcher made attempt to assess the sugar industries whether 
financial performance and the productivity level based on the season, climate 
conditions, geographical area wise they are strong or not in Tamilnadu.  
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Introduction
	 The	focusing	of	productivity	and	financial	analyses	are	playing	
a	vital	role	to	determining	the	financial	viability	of	any	companies.	
The	 analysis	 of	 financial	 statements	 is	 a	 process	 of	 evaluating	
relationship	 between	 components	 of	 financial	 statements	 consists	
of	Profit	and	Loss	Account	and	the	Balance	sheet	to	obtain	a	better	
understanding	the	level	of	firm’s	financial	position.		It	helps	to	take	
important decision of the concern especially in the long term debt 
commitment	or	financial	distressed,	a	sugar	industry	uses	its	physical	
assets effectively, utilization of available fund into the effective 
manner	 and	 the	 optimal	 financial	mix	maintained	 by	 the	 concern.	
These	are	enlightening	to	earn	higher	profit	with	lower	level	of	risk.

Sugar Industries in Tamilnadu
	 Sugar	 industry	 has	 great	 significance	 to	 the	 economy	 of	 India.		
It plays an eminent role in the Indian economy due to its mult1iple 
contributions in the shape of employment and provision of raw 
materials to other industries. The growth and performance of sugar 
industries	 in	 Tamilnadu	 are	 impressive	 and	 they	 are	 significantly	
related to the government policy as well. The national and 
international scenario in terms of production and improvement in 
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technology also stimulated the growth factors in Tamilnadu. Since most of the sugar industries are 
located in and around of rural areas, improved facilities of transport and communication provided 
for	the	factories	benefit	surrounding	rural	communities	too.	Therefore	sugar	industry	is	best	suited	
for promotion of rural transformation in Tamilnadu.
	 In	 the	 recent	 days	 Sugar	 industry	 has	 been	 begins	 the	 export	 business	with	 other	 countries	
and	earns	more	foreign	exchange.	Tamilnadu	is	 the	major	sugarcane	growing	state	contributing	
more production in India. Tamil Nadu Co-operative Sugar Industries has been registered as a State 
Level	Co-operative	Society	under	the	Tamil	Nadu	Co-operative	Society	Act	on	11.11.1961.	All	the	 
Co-operative and Public Sector Sugar Mills in Tamil Nadu are the members.

Statement of the Problem
 Sugar is a consumer product; it comes under essential commodity act and every person, whether 
rich people or poor people, is paying attention in its accessibility with adequate quantity and at a 
realistic cost. 
 The Co-operative Sugar industries actively contribute in development of state as well as Indian 
economy.	It	covers	4.4	lakhs	acres	of	cultivated	area	and	crushing	256.38	million	tons	of	sugar	cane,	
further	it	provides	employment	opportunities	to	2.8	lakhs	of	people	of	Tamil	Nadu.	Its	production,	
fixation	of	price	and	overall	managerial	affairs	are	controlled	by	Government	of	Tamil	Nadu.	In	a	
particular	situation,	the	price	is	fixed	on	the	basis	of	last	year	trends	in	production,	its	cost	and	other	
economies of previous years. Hence the sugar Industry particularly Co-operative Sugar Industries 
in Tamil Nadu have incurred heavy losses. 
	 Study	of	 the	performance	of	 these	cooperative	 sugar	 industries	will	offer	valuable	 feedback	
for strengthening them and will provide guidance in shaping the approach and policies for rural 
development, in general and agro - industries in particular.

Scope of the Study
 “Productivity and Financial Health Analysis of Tamil Nadu Co-Operative Sugar Industries: A 
Study”	is	made	an	attempt	to	examine	the	various	fiscal	aspect	of	sugar	industries.	It	examines	a	
variety	of	aspects	such	as	liquidity,	solvency,	turn-over,	efficiency,	long	term	debt	and	etc.	during	
the	study	period.		It	is	an	explicit	study	which	is	restricted	to	financial	aspects	only	and	it’s	purely	
based	on	the	secondary	data	which	also	limits	the	scope	of	the	study.	The	present	study	expresses	
the	fiscal	position	of	the	sugar	industries	in	Tamil	Nadu	for	the	study	period	and	offers	a	valuable	
feedback	for	strengthening	the	sugar	industries.

Objectives of the Study
	 The	present	study	aims	at	diagnosing	the	financial	conditions	of	 the	Tamilnadu	co-operative	
sugar	industries	in	order	to	develop	remedial	measures,	if	required,	for	strengthening	the	finances	
of	these	mills.	Specific	objectives	of	the	present	exercise	are	to
1. To measure the production and sales performance of the sugar industry.
2. To	evaluate	the	profitability	of	the	selected	sugar	industry.
3. To	measure	the	financial	health	of	the	sugar	industry.
4. To	identify	the	factors	influencing	financial	health	conditions.
5. To suggest suitable measures for the development of Sugar industries.

Methodology
 The present study fully based on the secondary data. They are collected from the Annual reports 
of	Tamilnadu	Co-operative	Sugar	Industries,	audited	report	of	concern	sugar	mills,	journals,	books	
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and	websites.	The	purpose	of	this	study	is	to	examine	and	evaluate	the	profitability,	liquidity,	long	
term	solvency	position	and	efficiency	in	asset	consumption	of	sugar	companies	under	study	and	to	
offer	findings	and	suggestion	to	improve	the	financial	position	of	sugar	companies.	
 The tool used for the study includes Motaal’s Comprehensive Test Z – Score Ratio, Ratio 
Analysis, Trend Analysis, Comparative Financial statement, Common Size statement, and 
Correlation	and	to	understand	the	actual	financial	position,	trend	projection	made	to	projected	for	
the following forthcoming years based on the actual position.

Review of Literature
	 The	researcher	undertook	a	study	of	literature	pertaining	to	sugar	industry	in	order	to	find	out	
what	had	already	been	done	in	this	field	and	to	identify	those	aspects,	which	expected	inspection.	
The	following	are	the	reports,	books	and	articles	consulted	by	the	researcher;
	 Narayana	swamy	(1989)	studied	the	determinants	of	the	capital	structure	of	the	Co-operative	
Sugar	 mills	 and	 Co-operative	 Textile	 mills.	 The	 author	 has	 demonstrated	 positive	 co-relation	
between	the	cost	of	capital	and	leverage.	Excessive	dependence	of	the	sugar	Co-operatives	on	loans	
resulted	in	high	level	of	leverage	and	consequent	high	cost	of	capital	leading	to	poor	profitability.	
He	has	recommended	that	the	Cooperative	sugar	mills	should	reduce	dependence	on	loan	finance	
through	liquidity	management	and	plough-back.
	 Sharma	(1990)	carried	out	a	study,	“Dynamics	of	Sugarcane	Production	in	Vindhya	Plateau	of	
Madhya Predesh”. The study shows that sugarcane area and productivity decreased. It also stressed 
the	need	for	improved	technology,	better	extension	techniques,	introduction	of	low	cost	technology	
and over and above there must be increased irrigation facilities.
	 Durai	(1990)	in	his	experimental	study,	“Studies	on	Weed	Control	in	Sugarcane”	investigated	
the	loss	of	cane	yield	due	to	weed	infestation.	It	reveals	the	efficacy	of	herbicides	in	controlling	
weeds	in	cane	fields.
	 Nandhagobal	 (1990)	carried	out	 a	field	 study,”	Performance	of	Promising	Sugarcane	clones	
for	Early	and	Mid	Late	Seasons”	points	out	that	cane	yield	differs	in	early	seasons	and	mid-late	
seasons.
	 Rejeswar	Rao	(1990)	in	article	“Sugar	Industries	an	Investigation”	has	analyzed	the	sugar	policy	
and	 its	 impact	 on	 sugar	 industry.	 They	 have	 examined	 control,	 decontrol	 and	 partial	 controls,	
imposed	by	the	Government	on	sugar	industry	over	the	past	40	years	and	the	impact	there	of	on	
various groups involved viz., the farmers, manufactures and consumers.
	 Mohan	 Rao	 (1991)	 in	 his	 study,	 “Energy	 conservation	 leading	 to	 Successful	 By-Product	
Industries” suggests the ways and means of utilizing some of the byproducts of the sugar industry 
and shows the scope for the further development of by product industries in India.
	 Ashok	Kumar	(1991)	in	their	study,	“Effect	of	late	Application	of	Growth	Regulators	on	Sugars”	
reveal that application of growth regulators in January altered the physiological status of stubble 
buds,	gave	better	sprouting	and	yielded	a	good	Raton	crop	with	more	sucrose	in	cane	juice.
	 Rane	(1998)	in	his	article,	“Opportunities	and	Challenges	for	Indian	Sugar	Industry	in	the	21st	
Century” highlights the achievements of sugar industry to the Indian Economy and target of sugar 
production in future. The article also underlines the potentialities and the application of established 
technologies	 through	 extension	 methodology	 to	 increase	 cane	 yields.	 Thirumurugan	 (2001)	
conducted	a	field	experiment	on,	“Effect	of	time	of	Planting	on	Incidence	of	Yield	and	Quality”	
found out that effect of time of planting gives different yield. It revealed that the crop planted in 
January recorded the highest cane yield, whereas July planted crops recorded lowest cane yield.
Senthil	(2001)	carried	out	a	study,	“Evaluation	of	Distillery	Effluents	in	the	Management	of	Red	
Rot of Sugarcane”. It revealed that Red-rot disease of sugarcane caused serious concern to the 
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farmers	and	mills	 in	Tamil	Nadu.	The	suitability	of	distillery	effluents	for	irrigating	the	crop	to	
manage the disease and their impact were investigated.
	 Joshi	(2001)	in	their	article,	“Impact	of	Agriculture	Research-Some	Evidences”,	gave	a	picture	
about	the	Sugarcane	Breeding	Institute	Coimbatore	which	developed	several	varieties	of	sugarcane	
giving	50	percent	improvement	in	sugarcane	yield	and	0.9	Percentage	improvements	in	sucrose.
	 Desai	(2001)	in	his	article,	“Sugar	Industry	in	India”	gives	a	comparative	statement	of	Sugar	
production and price of sugar in India and the whole world. He also suggests the utilization of co-
products of sugar.
	 Kannadhasan	 (2007)	 in	his	article	entitled	“Measuring	Financial	Health	of	a	Public	Limited	
Company	Using	Z	Score	Model-A	Case	Study”	ascertained	the	financial	health	of	Wendt	(India)	
Limited	company	and	its	consistency	in	financial	performance	for	five	financial	years	from	2001-02	
to	2004-05.	The	research	findings	are	that	the	company	is	maintaining	good	financial	performance	
throughout the study period.
	 Sam	Luther	(2009)	has	undertaken	a	study	entitled	“Liquidity	Risk	and	Profitability	Analysis:	
A	case	study	of	Madras	Sugars	Ltd”	and	has	highlighted	how	the	company	had	achieved	adequate	
liquidity,	risk	minimization	and	profit	maximization.	The	objectives	of	the	study	are	to	measure	and	
evaluate	the	liquidity	position	of	MCL,	to	assess	the	correlation	between	liquidity	and	profitability	
and	to	assess	the	trade-off	between	profitability	and	risk	for	a	period	from	1994-98	to	2004-05.	
The	relationship	between	liquidity	and	profitability	are	measured	by	computing	spearman‘s	rank	
correlation	co-efficient.	The	author,	by	using	t-test,	has	concluded	that	there	is	a	liner	relationship	
between	liquidity	and	profitability.	It	is	also	concluded	that	the	high	degree	of	aggressive	policy	
adopted	by	MCL	has	made	a	negative	impact	on	its	profitability.	
	 Somannavar	 (2011)	 in	 his	 article,	 states	 that	 “Indian	 Sugar	 Industry	 is	 Competitive”.	 He	
concluded that the strong infrastructure build up, co-ordination between the centre and state 
governments,	dialogue	between	the	firm	and	the	farm	sector,	future	based	R&D,	government	co-
operative sector, proper utilization of the by-products and able trade policy have been the essentials 
to	make	the	Indian	sugar	industry	globally	competitive.	

Findings
Liquidity Ratio
	 It	was	revealed	that	the	overall	performance	of	the	Bannari	Amman	Sugars	shows	with	1.65	as	
average	current	ratio,	whereas	Rajsree	Sugars	shows	the	low	with	0.89	during	the	research	study	
period. And also founded that the overall performance of EID Parry was gets 1.32 liquidity ratio 
whereas	Ponni	sugars	got	low	at	0.39	against	the	standard	norms.

Productivity Ratio
	 It	is	an	average	measure	of	the	efficiency	of	production.	It	can	be	expressed	as	the	ratio	of	output	
to	inputs	used	in	the	production	process,	i.e.	output	per	unit	of	input.	Outputs	and	inputs	are	defined	
in the total productivity measure as their economic values. The value of outputs minus the value of 
inputs is a measure of the income generated in a production process.
 The overall performance of the sugar mills both by the State and national level was far from 
being satisfactory during 2011-12 and 2012-13. During 2012-13, sugarcane crushing season 
(October	to	September),	there	were	46	sugar	mills	in	the	State	of	which	16	in	co-operative,	3	in	
public and 27 in private sector. 
	 Totally,	43	sugar	mills	(16	mill	co-operatives,	2	in	public	sector	and	25	in	private	sector)	were	
functioning.	Registered	sugarcane	area	increased	from	2.62-lakh	hectare	in	2011-12	to	2.93	lakh	
hectare during 2012-13 crushing season registering a moderate growth of 1.18 per cent. However, 
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the	cane	crushed	by	the	sugar	mills	declined	from	254.55	lakh	tonnes	in	2011-12	to	14.57	lakh	
tonnes in 2012-13 recording negative growth of 15.71 per cent. 

Table 1 No. of Sugar Industries in Tamilnadu
Particulars 2011-12 2012-13 2013-14

Total number of mills 46 46 46
Source: South India Sugar Mills Association, Chennai-35

Figure 1 No. of Sugar Industries in Tamilnadu
 

 Table  2 No. Installed Crushing Capacity in Tamilnadu
Particulars 2011-12 2012-13 2013-14

Installed Crushing 
Capacity (Tonnes 
Crushed	Per	Day)

139900 139900 139900

Source: South India Sugar Mills Association, Chennai-35

Figure  2 No. Installed Crushing Capacity in Tamilnadu
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Table 3 No. Sugar Cane Utilization 
Particulars 2011-12 2012-13 2013-14

Sugar Cane Utilization                       
(lakh	tonnes) 254.55 214.57 171.00

Source: South India Sugar Mills Association, Chennai-35

Figure 3 No. Sugar Cane Utilization

Table  4 No. Sugar Cane Production
Particulars 2011-12 2012-13 2013-14

Sugar	Cane	Production	(lakh	tonnes) 23.79 19.07 15.39
Source: South India Sugar Mills Association, Chennai-35

Figure 4 No. Sugar Cane Production

   

Table 5 Recovery Rate Percentage
Particulars 2011-12 2012-13 2013-14

Recovery	Rate	(%) 9.35 8.89 9.00
Source: South India Sugar Mills Association, Chennai-35
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Figure 5 Recovery Rate Percentage

 

Table 6 Tamilnadu State Advised Price
Particulars 2011-12 2012-13 2013-14

Tamilnadu State 
Advised Price 2150 2350 2650

Source: South India Sugar Mills Association, Chennai-35

Figure  6  Tamilnadu State Advised Price

 

Long Term Solvency ratio
	 It	was	founded	that	the	overall	performance	of	Rajasree	Sugars	good	with	regard	to	Debt	equity	
ratio	(14)	and	Long	term	debt	equity	ratio	(2.46)	and	the	low	in	the	case	of	interest	coverage	ratio	
(1.96).	And	also,	Bannari	Amman	sugars	get	a	low	degree	(0.55)	in	the	debt	equity	ratio	and	also	
founded	that	high	interest	coverage	ratio	(18.32).

Profitability Ratio in relation to sale
	 It	was	revealed	that	the	Bannari	Amman	Sugars	get	a	high	value	of	98.74	in	the	operating	ration	
and	the	EID	Parry	got	the	low	value	of	31.29	during	the	research	studied	periods.
	 And	also	found	that	the	Bannari	Amman	Sugars	shows	the	value	of	15.07	in	the	Gross	Profit	
Ratio	as	good	and	whereas	EID	Parry	got	a	low	gross	profit	ratio	of		2.24	during	the	study	period.
 
Profitability Ratio in relation to investment
	 It	was	found	that	the	Earnings	per	share	ratio	is	high	with	Bannarii	Amman	sugars	Rs.77.85	and	
the	Kothari	Sugars	got	the	low	earning	per	share	of	Rs.1.14	during	the	study	period.	
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Z-Score
 During the study period of the research, according to the Altman’s Z- Score reveals that Ponni 
Sugars,	Bannarii	Amman	Sugars,	EID	Parry	 and	Kothari	Sugars	 are	Healthier	 except	Rajshree	
sugars. 
	 Especially	Ponni	Sugars	shows	healthy	zone	during	the	financial	year	of	2009	-10	with	a	score	
of	 4.29	 and	Rajshree	Sugars	 shows	 a	 insolvency	 signal	 during	 the	year	financial	 year	 2007-08	
whose	score	is	0.99.	

Motaal’s Comprehensive Test
	 During	the	financial	year	2007	-	08,	the	second	rank	was	achieved	by	EID	Parry,	Kothari	Sugars	
and	Rajshree	Sugars.	And	the	following	year	2008	–	09	Bannarii	Amman	Sugars,	Kothari	Sugars	
and	Rajshree	Sugars	achieved	fourth	rank.	Furthermore	of	the	year								2009	–	10,	the	first	rank	was	
achieved	by	Kothari	Sugars.	EID	Parry	and	Rajshree	Sugars	were	achieved	fifth	rank	in	the	year	
2010 – 11. It was reveal that the sugar companies considered for the study are equally doing good.

Suggestion
	 Liquidity	position	of	all	the	sugar	industries	is	poor	performance,	they	should	take	necessary	
action	 to	 improve	 their	 liquidity	position	by	 the	way	of	maintaining	 the	sufficient	current	asset	
and as well the liquidity assets.  The following are suggestions offered to sugar industries for their 
better improvements:
1. To support, encourage and safeguard the interests of its members 
2. To	provide	technical,	financial	and	marketing	support	and	service	to	its	members	to	improve	

the	wealth	of	the	stakeholders.
3. To assist in the selection of managerial, supervisory and technical personnel’s to its member 

mills.
4. To assist in standardizing the accounting methods and practices.
5. To	assist	in	securing	the	necessary	financial	help	from	State	and	Central	Government.
6. Marketing	of	sugar	and	its	by-products	to	ensure	better	prices.
7. To promote Research and Development activities on cane development.

Conclusion
	 In	order	to	motivate	and	make	the	Tamilnadu	Co-operative	Sugar	Industries	achieve	their	best,	
introduced	 a	 scheme	of	Awards	 to	 the	best	 performed	mills	 in	Production,	Marketing,	Selling,	
Exporting	 and	Profitability.	The	State	 and	Central	 government	must	 arranging	 various	 training	
programmes and seminars for sharing of technical views among the sugar industries. And also the 
sugar	department	undertakes	the	review	of	financial	and	technical	performance	of	the	mills	every	
month.		It	also	helps	the	mills	to	get	the	working	capital	requirement	from	the	Tamil	Nadu	State	
Apex	Coop	Banks,	District	Central	Coop	Bank	and	NCDC.		It	also	helps	to	financially	sick	mills	
by providing short term loans to meet the salaries and other statutory payments at a lower rate of 
interest.
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