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Abstract 

Profitability is a phrase used to describe a 

company's ability to create profit. 

Profitability is a metric that assesses how 

well a company's management uses its 

resources to generate profit. The adoption 

of global best practices by the Indian 

chemical sector is examined in this paper, 

as well as the potential value at stake in 

achieving functional excellence. The 

overall conclusion of this evaluation is that 

the Indian chemical industry is on the verge 

of transitioning from a phase of wide scale 

building to becoming a worldwide leader.  

As a result, there are a set of obvious 

requirements for the chemical sector to 

make that transformation happen, with 

adjustments required in three areas: 

production excellence, procurement 

excellence, and marketing and sales 

excellence, with a potential EBITDA 

                                                
1 McKinsey analysis 

impact ranging from 4 to 7 percentage 

points.1 

The paper is intended to study the 

profitability & activity ratios and to 

examine how the profitability of a company 

gets changed by achieving functional 

excellence in chemical industry in 

particular. 

Keywords: Functional excellence, 

Manufacturing excellence, Procurement 

excellence, and Marketing and Sales 

excellence, Net Profit Margin (NPM), 

Activity Ratio, Total Asset Turnover Ratio 

(TATR). 

Literature Review 

The literatures reviewed are narrated 

below. 

Behera and Das (2019) conclude in their 

study that there is significant relationship 

between NPR and TATR at 5% level of 
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significance during 5 years study period. It 

is thus concluded that profitability and 

management efficiency are significantly 

positively correlated.2  

Patel (2004) has made an attempt to 

examine the profitability of Colour - Chem 

Limited during 10 years period from1981 to 

1999. He had used multiple correlation 

coefficient technique was to analyze the 

joint the impact of net fixed assets, sales 

and net worth on profitability. It was from 

the analysis that sales and net fixed assets, 

sales and net worth, and net fixed assets and 

net worth had significant effect on net profit 

of the sample company under 

consideration. It was also revealed that the 

company was in a sound financial position.3 

Manor Selvi and Vijayakumar (2007) 

attempted to examine the trends of rates of 

profit of selected Indian Automobile 

Industries over the period from 1991-2004. 

Further the measure of dispersion was 

calculated to find out the variations in the 

series of profit rates company wise. The 

declining trend of profitability was also 

found based on average growth rates during 

                                                
2 Behera, B., & Das, A. (2019). Management 
efficiency and profitability: A case study of 
petrochemical industry: A quarterly peer reviewed 
multi-disciplinary international journal. Splint 
International Journal of Professionals, 6(3), 7-15. 
3 Patel, D.M.(2004). "Proft and Profitability (A 
case study of Colour-Chem Limited)", ACCST 
Research 
Journal, II(2) : 89-95.  

the study period. The study revealed 

adverse effect of various controls on prices, 

output, expansion and investment etc., 

exerted by government over time.4 

Cupertino, Vitale and Riccaboni (2021) in 

their paper attempted to show that the best 

sustainable companies usually improve 

future profitability. Conversely, the worst 

ones should prioritize efforts in specific 

initiatives (i.e., responsible products, eco-

innovation, management and governance 

commitment to sustainability), which 

positively affect their profitability and 

compensate possible short-term financial 

losses due to CSR strategy execution and 

sustainable production/supply chain 

management.5 

Overview: Indian Chemical 

Industry 

India has one of the world's largest 

chemical marketplaces, ranking sixth 

globally and fourth in Asia in terms of 

chemical sales. India is responsible for 2.5 

percent of worldwide chemical sales.6  

4 Manor Selvi, A. and Vijayakumar, A. (2007). 
"Structure of profit rates in Indian Automobile 
Industries - A 
comparision", The Management Accountant,42(10) 
: 784-789. 
5 Cupertino, Sebastiano; Vitale, Gianluca; 
Riccaboni, Angelo.British Food Journal; Bradford 
Vol. 123, Iss. 13,  (2021): 317-336. 
DOI:10.1108/BFJ-02-2021-0154 
6 https://cefic.org/our-industry/a-pillar-of-the-
european-economy/facts-and-figures-of-the-



PHRONIMOS : THE KIAMS JOURNAL                                                                                                                                     VOL-02 ISSUE-02 

 

53 
APRIL - 2022  

Textiles, automotive, agriculture, 

packaging, pharmaceuticals, healthcare, 

construction, and electrical and electronics 

are just a few of the end-use industries that 

use chemicals created in the country. The 

chemical industry pervades every aspect of 

India's economy, and as a result, it has a 

significant impact on both individual lives 

and the country's overall chemical output. 

Large, medium, and small enterprises 

manufacture significant petrochemicals, 

alkali chemicals, inorganic chemicals, 

organic chemicals, insecticides, dyes and 

pigments, and other chemicals in India's 

chemical sector. In FY19, the chemical 

industry generated about 8.8% of India's 

manufacturing GVA and 1.4 percent of the 

country's total GVA. In August 2021, the 

production of key chemicals was 9,35,500 

MT and petrochemicals was 17,16,780 

MT(Annexure-1).7 

 

Segmentation of Chemical Industry in India 

 

 

Contribution of the Indian 

chemical industry8 

                                                
european-chemical-industry/ (excludes 
pharmaceuticals) 
 
7 https://www.ibef.org/industry/chemical-industry-
india/infographic 

8 Ministry of Statistics and Programme 
Implementation (analysis at current prices for 
FY19), Department for Promotion of Industry and 
Internal Trade, 
Ministry of Commerce and Industry, and PwC 
analysis 
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 Employs two million people and 

covers over 80,000 items, making it 

an unavoidable aspect of daily life. 

 Accounts for about  2.5% of global 

chemical sales. 

 Chemical sales ranked sixth in the 

world and fourth in Asia 

(Annexure-2). 

 The world's third-largest user of 

polymers. 

 The world's fourth-largest 

manufacturer of agrochemicals. 

 Ranked as the world's second-

largest dye manufacturer and 

exporter. 

 7.87 percent weightage - IIP 

 Accounts for 1.4 percent of national 

GVA. 

 Accounts for 8.8% of India's 

manufacturing GVA. 

 FDI equity inflows account for 2.1 

percent of total FDI inflows. 

 Accounts for 11.3 percent of India's 

total exports. 

Market size and growth prospects. 

In FY20, India's chemical sector was valued 

at USD 178 billion, with the potential to 

grow to USD 300 billion by FY25. In terms 

of demand, the industry has risen at almost 

1.3 times the country's average GDP growth 

over the last five years, demonstrating a 

significant correlation with GDP. COVID-

19 has had a significant impact on the 

Indian chemical sector, causing supply 

chains and demand for chemicals to be 

disrupted. As a result, it is likely to contract 

in FY21 while still adjusting to the expected 

GDP shock in India. The chemical sector is 

predicted to have a V-shaped recovery by 

FY22 by adapting to India's GDP 

development trajectory, with the IIP of 

chemical and chemical products 

manufacturing on the edge of reaching the 

pre-COVID index. By FY25, the market is 

predicted to grow at a 9.2% CAGR, 

reaching USD 300 billion in the next five 

years. The chemical sector has to develop at 

a CAGR of 11% in the next five years to 

reach its aim of USD 300 billion by FY25, 

which is attainable given government 

initiatives and the rise in the customer base, 

changes in lifestyle, increased disposable 

incomes, and a focus on healthcare and 

hygiene.  
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The Indian chemical industry market (in USD billion)9 

 

The Chemical industry market by sub segments in FY20 (in USD billion) 

 

 

India ranks sixth in global chemical and 

chemical product imports and ninth in 

global chemical and chemical product 

                                                
9 Department of Chemicals and Petrochemicals, PwC analysis 

exports (excluding pharmaceutical 

products). Between FY16 and FY20, its 

imports grew at a CAGR of 5.4 percent, 

with petrochemical intermediates 
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accounting for more than 30% of total 

imports.10 Chemical and chemical product 

exports, on the other hand, expanded at a 

CAGR of 7.2 percent between FY16 and 

FY20. Agrochemicals, dyes and pigments, 

and other specialty chemicals account for 

more than half of all chemical exports, with 

agrochemicals, dyes and pigments, and 

other specialty chemicals dominating. 

 

Key Opportunities 

 Improved Feedstock Supply: 

Domestic organic chemicals 

companies lack the benefits of 

backward integration, limiting their 

pricing flexibility. Domestic firms, 

on the other hand, would be able to 

obtain feedstock at steady costs 

because to recent discoveries of 

natural gas reserves in the country. 

 Wide Product Portfolio: Chemicals 

that are sold as commodities 

Specialty chemicals, such as 

polymers additives, water treatment 

chemicals, lubricating additives, 

and so on, can help companies 

expand their product offering. This 

will help them improve their 

margins, but it will take a lot of 

R&D. 

 

                                                
10 
https://tradestat.commerce.gov.in/eidb/default.asp 

 Forward Integration: Given the 

demand-supply gap in the phenol 

market, petrochemical companies 

manufacturing benzene and 

propylene should explore for 

forward integration opportunities. 

Similarly, companies with better 

access to natural gas supplies may 

be able to enter the methanol 

market, which is now experiencing 

a supply shortage. 

 

 Outbound approach: Even 

successful western corporations are 

relocating to resource-rich countries 

such as Saudi Arabia, Qatar, and 

Russia. Organic chemical firms in 

India may look for prospects outside 

of the country through greenfield or 

brownfield projects. 

 

 Setting up of Chemical Parks or 

Mega Chemical Estates to Make in 

India: To address the issue of 

capacity expansion and the 

establishment of shared 

infrastructure, the chemical sector 

may establish exclusive Chemical 

Parks, similar to those established in 

Germany, with government 

support. Each of the German 
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chemical parks and locations has its 

own set of strengths, which are 

reflected in its respective service 

portfolios. The goal of these efforts 

is to promote chemical sites in their 

particular regions while also 

increasing their international 

visibility. To do this, the industries 

collaborate closely with state and 

local governments, municipalities, 

universities, and economic 

development agencies in a public-

private partnership model. 

 

 Coal to Chemical Opportunity: 

Given the lack of increase in 

domestic natural gas and crude oil 

production, Indian bulk chemical 

producers should pursue the coal to 

chemical process to expand their 

manufacturing capacities. The 

government should recognize the 

problem and adopt policy reforms to 

support bulk chemical 

manufacturing in this manner. 

 

Key Challenges 

 Lack of world class infrastructure: 

Domestic manufacturers will 

continue to have trouble acquiring 

raw materials at a cost comparable 

with global peers due to weak 

infrastructure, including a lack of 

suitable facilities at ports and 

railway terminals and poor pipeline 

connectivity. 

 Power: A reliable power source is 

essential for the efficient 

manufacture of chemicals. Power 

supply has not increased at the same 

rate as demand in India, resulting in 

supply interruptions. India's 

distribution losses, which are far 

higher than worldwide averages, are 

exacerbating the problem. To assure 

a constant supply of power to their 

factories, large Indian chemical 

industries have begun investing in 

captive power plants. This issue, 

however, afflicts the industry's 

small and medium firms. As a 

result, the bulk chemical industry 

faces the difficulty of ensuring 

continuous power supply. 

 Logistic Issues: The bulk chemical 

sector in India is primarily focused 

in Gujarat, in the west. Even while 

manufacturers have easy access to 

raw materials, they have trouble 

servicing end-use sectors in the 

southern and eastern regions. Soda 

ash factories, for example, are 

located in Gujarat, but 40% of end-

use industries (glass, detergent, and 

soap plants) are located in the south. 

As a result, the cost of 
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transportation rises, making imports 

less expensive than internal transit. 

(The cost of transportation from the 

western to the eastern parts of the 

country is US$ 50 per metric tonne 

(PMT), compared to US$25 to 

US$30 per metric tonne (PMT) for 

imports). 

 Lack of cheaper raw material 

availability: Both the organic and 

inorganic chemicals industries rely 

on feedstock (naphtha and natural 

gas) and power. In India, the cost of 

these raw resources is higher than in 

China, the Middle East, and other 

Southeast Asian countries such as 

Thailand and Indonesia. 

 No domestic price discovery: 

Organic chemical costs in the 

United States are significantly 

associated with worldwide pricing. 

Local manufacturers are more 

influenced by global demand and 

supply forces due to the small scale 

of domestic operations. 

 Large global capacity additions: 

Aside from the current global 

market glut, there is another source 

of concern for home manufacturers: 

substantial capacity expansions in 

overseas markets. For example, due 

to a flurry of capacity expansions in 

gas-rich countries such as the 

United States, the Middle East, and 

Russia, the global methanol sector 

is likely to see excess capacity in the 

future. 

 

India Advantage 

Strategic location 

India's topographical coordinates are 

uniquely beneficial for work, and its 

enormous domestic market, maritime 

exports, and a strong private sector all 

contribute significantly to the country's 

economic prosperity. India is strategically 

placed at the crossroads of the trans-Indian 

Ocean route that connects the western 

continents with East Asia, allowing the 

country to maintain close ties with West 

Asia, Africa, and Europe on the western 

coast, and Southeast and East Asia on the 

eastern coast.  

Middle-East crude oil has been transiting 

across India's western and southwestern 

shores. Over 65 percent of India's feedstock 

mix is crude oil, and marine trade allows the 

country to meet its feedstock requirements. 

India's place in the global chemical 

business is unique, since it has easy access 

to petrochemical feedstock and significant 

demand centers, both of which are served 

through ports. 
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Skilled and capable work force 

The Government of India has made 

deliberate initiatives to cultivate a 

competent workforce for manufacturing 

and services. The Ministry of Skill 

Development and Entrepreneurship 

(MSDE) was established in 2014 and the 

Skill India programme was launched in 

2015 with the goal of bridging the gap 

between demand and supply for skilled 

workers, developing vocational and 

                                                
11 https://www.skillindia.gov.in/ 

technical training frameworks for existing 

jobs, and creating new job opportunities.11 

In comparison to other developing and 

developed countries, India's labour costs 

are low. Because labour costs make up a 

large portion of the fixed costs in chemical 

manufacturing, overall production costs 

have a beneficial impact on profit margins. 

By lowering fabrication costs and 

enhancing profit margins, the availability of 

a qualified workforce at a competitive price 

helps to reduce overall capex.
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Logistics and infrastructure 

National Infrastructure Pipeline 

The National Infrastructure Pipeline (NIP), 

which was launched in 2019, is a collection 

of social and economic infrastructure 

projects that will be built over a five-year 

period. NIP plans to invest in a total of 

7,604 infrastructure projects totaling USD 

1,826.46 billion, including transportation, 

logistics, energy, communication, water 

and sanitation, as well as social and 

commercial infrastructure.12 

The Indian government plans to reduce 

logistics costs from 14 percent of GDP to 

less than 10 percent by 2022. Roads and 

bridges, railway tracks, urban public 

transportation, airports and aviation 

                                                
12 https://www.investindia.gov.in/ 

infrastructure, ports, railway rolling stock, 

railway terminal infrastructure, inland 

waterways, shipyards, and other 

transportation infrastructure are among the 

3,697 transportation projects worth USD 

754.12 billion that have been identified as 

of 2021.13 

Industrial corridor projects 

The Government of India is working on a 

number of industrial corridor projects as 

part of the National Industrial Corridor 

Program, which intends to create future 

industrial cities in India that can contest 

with the world's greatest manufacturing and 

investment destinations. 

The multimodal industrial corridors will 

run parallel to the National Investment and 

13 Ibid. 
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Manufacturing Zones (NIMZs), and freight 

cargo will be delivered to the industrial 

corridor by rail and road feeder links that 

enable last-mile connectivity. Industrial 

corridors allow industry and infrastructure 

to work together more effectively. Low-

cost logistics will be enabled by world-class 

infrastructure, which includes high-speed 

transportation networks (rail and road), 

ports with state-of-the-art cargo handling 

equipment, modern airports, special 

economic zones (SEZs)/industrial clusters, 

logistic parks, urban infrastructure, and so 

on. 

Sagarmala Programme 

By 2025, cargo traffic at Indian ports is 

estimated to reach 2,500 million metric 

tonnes per annum (MMTPA), despite the 

fact that the country's existing cargo 

handling capacity is only 1,500 MMTPA. 

On March 25, 2015, the Union Cabinet 

authorized the Sagarmala Programme to 

address growing port traffic. The plan is to 

develop India's 7,517-kilometer coastline 

and 14,500-kilometer network of 

potentially navigable waterways, as well as 

the maritime sector. 

Around 577 projects totaling USD 130 

billion have been identified for 

development as part of the Sagarmala 

Programme between 2015 and 2035 to 

minimize logistics costs for export-import 

(EXIM) and local commerce with minimal 

infrastructure investment. Port 

modernization and new port development, 

port connection enhancement, port-led 
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industry, and coastal community 

development are among the projects under 

the Sagarmala Programme.14 

 

Tax structure and incentives 

 

Through the Taxation Laws (Amendment) 

Ordinance, 2019, Finance Minister Nirmala 

Sitharaman announced the largest drop in 

corporate income tax (CIT) rates in the 

recent three decades. The CIT rate in India 

is currently approaching the global average 

statutory CIT rate of 23.03 percent.15 

The lower CIT rate makes investment 

returns in India more appealing. In the 

                                                
14 http://sagarmala.gov.in/ 
15 https://finmin.nic.in/ 

context of current global trade dynamics, 

the lower rate and other favorable variables 

open the way for India to solidify its 

standing as a desirable manufacturing 

destination. The manufacturing sector is 

one of the biggest winners, with the 

headline CIT rate for newly incorporated 

domestic manufacturing enterprises slashed 

to 15%. 

 

Quotes: Ministry of External Affairs 
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Recent Government initiatives 

 

Public procurement policy for chemicals 

and petrochemicals 

 

As part of the Make in India initiative, the 

Department of Chemicals and 

Petrochemicals (DCPC) has issued a 

notification requiring all procuring entities 

to meet the local content criterion for a 

range of chemicals, petrochemicals, and 

pesticides, regardless of purchase value. 

More than 28 chemicals, petrochemicals, 

pesticides, and dyestuffs are currently 

covered by the regulation. Until FY25, the 

minimum local content will gradually 

rise.16 

 

Mandatory BIS grades 

 

                                                
16 http://chemicals.nic.in/ 

The Indian government's DCPC has 

mandated that certain chemicals and 

petrochemicals be imported in accordance 

with prescribed levels/grades determined 

by the Bureau of Indian Standards (BIS). 

This programme will be used by the 

government to improve the quality of 

domestically produced chemicals and 

petrochemicals, as well as to control the 

quality of imported chemicals. 

 

Scheme for setting up plastic parks 

 

India's 64-year-old plastic sector 

contributes around USD 4.2 billion to the 

country's GDP. In the recent decade, the 

industry has expanded at a high CAGR of 

almost 10%. Plastic use per capita is around 

13.6 kilograms, which is far lower than the 

global average of 30 kg.17 This lower 

consumption, in comparison to other 

17 http://ficci.in/ 



PHRONIMOS : THE KIAMS JOURNAL                                                                                                                                     VOL-02 ISSUE-02 

 

64 
APRIL - 2022  

developing and industrialized countries, 

implies that the industry has a lot of room 

to grow in the coming years. Plastic product 

exports, on the other hand, grew at a CAGR 

of 9.6% from FY15 to FY20,18 despite 

India's relatively modest percentage of 

world exports. This is due to the extremely 

DCPC has devised a programme for 

establishing plastic parks in response to 

fragmented nature of the plastics industry, 

with micro, small, and medium-sized 

businesses dominating the scene. It is 

unable to take advantage of the export 

opportunities in a big way. The rising 

demand and targeted increases in plastic 

product exports. Through a cluster-

development method, these aim to create an 

ecosystem to consolidate and synergize the 

capacities of the local downstream plastic 

processing industry. 

Draft Chemical (Management and Safety) 

Rules 

 

The Government published the fifth 

draught amendment to the Chemical 

Management & Safety Rules (CMSR) in 

December 2020, which will replace the two 

existing rules – the Manufacture, Storage, 

and Import of Hazardous Chemical Rules, 

1989, and the Chemical Accidents 

                                                
18 Ministry of Commerce and Industry (HS Code 
39) 

(Emergency Planning, Preparedness, and 

Response) Rules, 1996.19 

 

The government hopes to achieve the 

following goals with the proposed draught 

rules:  

 Promote greener and safer 

chemistry in chemical 

manufacturing, transportation, use, 

and disposal 

 Increase competitiveness in the 

domestic chemical sector 

 Inventory management and pre-use 

registration 

The draught CMSR includes provisions for 

notification, registration, and restrictions or 

prohibitions, as well as labelling and 

packaging requirements for substances, 

substances in mixtures, substances in 

articles, and intermediates, as well as 

REACH-style registration requirements for 

certain priority substances with annual 

quantities less than one tonne. The CMSR 

will apply to all chemicals, substances in 

mixes, substances in goods, and 

intermediates that are manufactured, 

imported, or placed in Indian territory. 

Manufacturers, importers, and authorized 

representatives are required to notify new 

and existing chemicals, as well as register 

19http://files.chemicalwatch.com/191213__Draft_C
hemical_Safety_Rules__Final_%281%29.pdf 
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substances that require registration, under 

the proposed guidelines. 

 

Proposed New PCPIR Policy 2020–35 

 

The Government of India introduced the 

Petroleum, Chemicals, and Petrochemical 

Investment Regions (PCPIRs) programme 

in April 2007 in order to attract investment 

in the chemical and petrochemicals sector 

and make India a major centre for both 

domestic and international markets. 

PCPIRs are now being constructed in the 

states of Andhra Pradesh 

(Vishakhapatnam), Gujarat (Dahej), and 

Odisha (Paradeep), although with limited 

success. Due to concerns from local citizens 

and authorities, the previously intended 

PCPIR in Tamil Nadu (Cuddalore and 

Nagapattinam) has been mostly cancelled. 

In the Barmer area of Rajasthan, a new 

PCPIR is being built near the Hindustan 

Petroleum Corporation Limited (HPCL) 

Rajasthan Refinery Limited and the 

Petrochemical Complex. 

The government also intends to pay up to 

20% of the cost of infrastructure and smart 

utility projects as viability gap funding. 

Common effluent treatment facilities, 

integrated solid waste management 

                                                
20https://www.constructiontechnology.in/news/deta
ils/4120 

projects, environmental monitoring 

systems, and other smart utilities would be 

included. Additionally, PCPIRs will get 

funding for project design and management 

consulting.20 

 

Production Linked Incentive (PLI) Scheme 

 

APIs and KSMs account for more than 

USD 3 billion in imports, or 63 percent of 

the overall imports in the Indian 

pharmaceutical business. The 

specifications of the PLI Scheme were 

given by the Department of 

Pharmaceuticals, Ministry of Chemicals 

and Fertilizers, in July 2020, in order to 

minimise reliance on imports and catalyse 

investments in greenfield projects for 

manufacturing APIs, KSMs, and medicinal 

intermediates. 

Starting in FY22–23, financial incentives 

will be offered on the sales of 14 

fermentation-based APIs, 23 chemically 

synthesised APIs, and four KSMs at the 

following rates, with a project outlay of 

over USD 1 billion.21 

 incentives for the fermentation-

based products – 20% for FY23–24 

to FY26–27, 15% for FY27–28 and 

5% for FY28–29 

21 Business Today, Department of Pharmaceuticals 
and Department of Chemicals and Petrochemicals, 
Ministry of Chemicals and Fertilizers, 
Govt. of India, and industry sources 



PHRONIMOS : THE KIAMS JOURNAL                                                                                                                                     VOL-02 ISSUE-02 

 

66 
APRIL - 2022  

 incentives for chemical synthesis-

based products – 10% for FY22–23 

to FY27–28.  

The initiative has had a lot of favorable 

feedback, and the government has approved 

19 proposals so far, totaling USD 660 

million in promised contributions. APIs are 

an integral part of downstream chemicals; 

hence the plan has a direct impact on the 

chemical sector. 

 

Labour reforms 

 

The Indian government is striving to alter 

outdated labour laws that have stifled 

multinational investment. To simplify and 

consolidate the country's existing labour 

laws, the Indian government has published 

four labour codes: The Code on Wages, 

2019, The Code on Social Security, 2020, 

The Occupational Safety, Health, and 

Working Conditions Code, 2020, and The 

Industrial Relations Code, 2020. The 

benefits of the new laws have been 

extended to workers in the unorganized 

sector, as well as platform and gig workers. 

Employers, on the other side, have 

benefited from India's simplified 

regulations governing industrial disputes 

and trade unions. 

 

Ease of doing business in India 

                                                
22 https://www.doingbusiness.org/en/rankings 

 

India's Ease of Doing Business (EODB) 

ranking has improved from 142 in 2014 to 

63 in 2019. One of the goals of the Make in 

India project is to make India a more 

business-friendly place. India has improved 

by 79 places in the last five years as a result 

of these initiatives.22 

 

Objectives of the Study 

Objectives in specific are: 

 

1. To analyze the profitability of the 

sample chemical companies. 

2. To study the activity ratio of the 

sample chemical companies. 

3. To study the impact of Net Profit 

Margin and Total Asset Turnover 

on Return on Asset. 

 

Research Hypothesis 

 

H0: There is no significant difference in the 

financial performance of selected 

companies with reference to Return on 

Assets. 

 

H1: There is significant difference in the 

financial performance of the selected 

companies with reference to the Return on 

Assets. 
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Research Methodology 

 

Various publications, journals, and other 

sources are consulted in order to achieve 

these goals. Secondary research methods 

include analysis, comparison, and selection. 

The sample size, sampling techniques 

adopted, the data was collected with the 

help of Money Control and an overview of 

the methods or techniques used in data 

analysis have been presented in this section. 

The sample includes 10 chemical 

companies which are the functional 

excellence award winners of the year 2018 

and 2019. These awards were given by 

Indian Chemical Council in various 

categories like Development of Indigenous 

Technology, Excellence in Management of 

Health & Safety, Excellence in 

Management of Environment, Excellence 

in Energy Conservation and Management, 

Excellence in Human Resource 

Management in Chemical Industry etc.23 

The annual reports of the sample companies 

have been collected from the company 

websites through secondary sources during 

2017-2021. Net profit ratio has been as 

profitability ratio and Total asset turnover 

ratio has been used as activity ratio. The 

research undertakes the descriptive 

statistics such as average, S.D. and C.V to 

                                                
23 https://www.indianchemicalcouncil.com/icc-
awards-2019-announced.htm 

analyze the data. Regression analysis 

method has been employed to find the 

association between profitability and 

management efficiency by considering Net 

profit ratio (profitability ratio) and Total 

asset turnover ratio (Activity ratio). 

 

I. Research Type: Exploratory (Both 

Qualitative as well as Quantitative) 

II. Method: Journals, Case Study & 

Annual reports 

III. Data Type: Secondary 

Limitation of the Study 

Because the research was limited to ten 

Indian chemical companies, the findings 

cannot be applied to the entire industry. 

Another limitation of the study is that just 

ten companies were included in the 

research. Similarly, various profitability 

and activity ratios should be considered in 

the analysis. 

To accelerate growth in the 

chemicals industry 

 

In important industries like automotive and 

construction, chemical businesses are 

confronting weaker global economic 

growth, trade disruptions, and weakened 

end-market demand. The general drop in 

demand, combined with continuous 

commodity chemical excess, results in 
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lower price, making organic expansion 

even more challenging. 

Chemical firms are finding new methods to 

prosper despite a hard future because to 

innovation, pricing strategy, and customer-

centricity.24 

 

Manufacturing excellence: A 

significant opportunity in most 

companies25 

 

With the right processes in place, Indian 

chemical businesses have been able to 

achieve high-performing production assets, 

with a focus on capacity utilization 

maximization. However, our experience 

has shown that multinational chemical 

benchmark firms have improved their 

profitability by implementing more 

innovative manufacturing techniques. 

Indian companies could emulate these 

practices by focusing on three dimensions: 

(i) operating practices, (ii) cascaded 

performance monitoring and reviews and, 

(iii) continuous improvement culture 

 

Strengths to build on 

 

Indian chemical businesses must remember 

their hard-won strengths developed during 

                                                
24 https://www.ey.com/en_gl/advanced-
manufacturing/four-levers-to-accelerate-revenue-
growth-in-the-chemicals-industry 

the scale-up phase as they work to close the 

gaps to worldwide benchmarks. 

Adequate focus on safety: This is obvious in 

these businesses not only on the shop floor, 

but also at the corporate level. All visitors 

to the plant are given a safety briefing and 

are given the appropriate safety equipment. 

There are frequent safety drills and 

initiatives to ensure that the system has 

proper awareness. Preventive safety checks 

and rapid accident reaction capabilities 

must be created in the future. 

 

Team mindset for execution: This is 

effective in businesses with an 

improvement project mechanism in place, 

where executives spend a substantial 

amount of time on the shop floor, 

collaborating closely in a team 

environment, and inspiring joint execution 

effort on the shop floor. The initial installed 

capacities had doubled in 3 to 5 years 

through an execution mindset without any 

significant capex additions, according to 

the majority of the assessments. This 

strength has the ability to keep Indian 

chemical businesses on the path of 

continuous development in the future, 

bridging the gap between best practices and 

present improvement prospects, as 

indicated previously. 

25 https://www.mckinsey.com/featured-insights 
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Clarity on the requirements of manpower 

and talent: Manufacturing activities within 

Indian chemical corporations hire trained 

labour for important jobs like central 

control room operations, and there is a clear 

plan in place for skilled manpower 

deployment to manage crucial plant 

operations. This strength will serve as a 

foundation for these firms as they embark 

on the operational excellence path, 

particularly in the capability building 

process by implementing on-the-job 

rotation for specialized tasks. Field 

personnel may be able to advance their 

careers as a result of this. To avoid losing 

these strengths, they should be examined on 

a regular basis and institutionalized as a 

system of practices. 

 

Operating practices 

Designing a reliability-oriented 

maintenance programme to reduce 

unscheduled shutdowns; improving the 

plant's throughput within existing 

equipment and infrastructure boundaries; 

improving energy efficiency to reduce 

power and fuel consumption; and 

improving yield to reduce input 

consumption at a constant production level 

are four major ways to improve operating 

systems. 

 

(a) Reliability-centered maintenance. 

Maintenance systems for the majority of 

Indian chemical companies are still in their 

infancy when compared to world-class 

standards. As these businesses' assets age 

and equipment reliability declines, 

achieving maturity in maintenance systems 

becomes increasingly important. The 

objective is to move from primarily reactive 

maintenance techniques to reliability-

centered maintenance practices, which will 

result in a 60 to 80 percent reduction in 

unscheduled downtime. For example, a 

Middle Eastern fertilizer manufacturer was 

experiencing low plant uptime due to 

frequent malfunctions. The 7-year-old 

plant's overall equipment effectiveness was 

at 55 percent, with breakdowns accounting 

for 18 percent of total losses. The root of the 

problem was found to be a combination of 

design defects and poor maintenance 

practises. To accomplish a quick 

turnaround, a two-pronged transformation 

approach was used, focusing on reducing 

recurring breakdowns through a structured 

root cause analysis and developing a 

reliability-centered maintenance system. In 

four months, the initiative reduced 

downtime from 18 percent to 8%, resulting 

in a 10% gain in output over baseline. 

 

(b) Controlling variations in cycle time / 

feed rates with real-time input monitoring is 

a common way to enhance throughput. This 
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should result in daily tracking of overall 

equipment effectiveness losses to detect 

gaps between actual and target 

performance, as well as systemic 

debottlenecking of each of the losses — 

with a 20-30 percent increase in throughput 

projected. In the case of Indian chemical 

companies, big data analysis has the ability 

to uncover optimal operating parameters 

rather than following established operating 

rules. 

 

(c) Tracking daily use at a stream level to 

detect leakage sources and implementing 

external energy audits and internal energy 

walks to identify improvement 

opportunities are the first steps in 

improving energy efficiency. In Indian 

chemical firms, a typical potential decrease 

in energy costs is in the region of 8% to 

10%. Installing waste heat recovery 

systems, minimizing steam venting from 

steam traps, and adopting energy efficient 

lighting in plant and office areas are just a 

few of the best-in-class initiatives. 

 

(d) Improvement in yield. On a daily or 

batch level, Indian chemical businesses 

should create robust measurement systems 

(using mass flow metres / level transducers 

instead of level indicators) to monitor the 

input and output. Targets for outputs at 

important manufacturing stages must be 

defined and reviewed on a daily or batch-

by-batch basis. Similarly, material 

recoveries from the system must be 

examined in order to detect losses early. In 

the industry, a yield increase of 2 to 4 

percent is usual. 

 

Cascaded performance reviews 

and updated KPIs. 

 

Most chemical businesses in India have 

created thorough data collection methods, 

but particular KPIs with associated targets 

are required in the majority of 

circumstances. A specialty chemicals 

company, for example, implemented a 

cascaded performance monitoring and 

review system involving performance 

dialogues at three levels: i) shift-level 

performance dialogues between operators 

and shift in-charges at the end of shifts, ii) 

daily dialogues between shift in-charges 

and the plant head, and iii) a weekly 

dialogue between the plant heads and the 

unit head. Each discussion centred on the 

actual performance of five key performance 

indicators in comparison to previously set 

goals. The company was able to lower cycle 

durations by 20 to 30 percent and increase 

yield by 0.5-1 percent in just three months. 

 

Continuous improvement culture. 
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The energy cost was one of the top five 

costs in a US$6 billion division of a 

multinational agrichemicals firm, and it had 

been increasing at a rate of 7% per year. A 

sustainable energy programme was built 

based on the principles of continuous 

improvement, and the organisation created 

a tracking mechanism in the form of a 

dashboard to track the loss on a daily basis. 

It was able to save 10% on its bottom line 

by consistently eliminating losses. A 

continuous improvement culture has three 

important dimensions: i) Senior 

management role modelling of persistent 

loss elimination, ii) variability 

measurement, and iii) a problem-solving 

culture where teams can reach practical 

answers in days, not weeks. 

While consumption tracking is done on a 

near-daily basis in the Indian chemical 

industry, present measurement methods 

require considerable modifications to 

become more reliable and robust. On a 

daily/batch-by-batch basis, there is a 

requirement to examine and eliminate 

variability in both input and output utilising 

statistical methods. There is also a 

requirement for the development of 

processes to control variability. 

 

Procurement excellence: From 

operational to strategic sourcing26 

                                                
26 https://www.mckinsey.com/featured-insights 

 

The key to procurement is to track not just 

baseline savings, but also long-term and 

structural savings. The potential for long-

term savings from using these techniques is 

typically 4 to 6% of total procurement 

expenditures. Given shifting raw material 

prices and potentially limited supplier 

bases, the change to strategic procurement 

is critical. For example, when a 

multinational chemical business faced high 

volatility in raw material availability and 

prices, it switched to a different raw 

material, which produced arbitrage 

opportunities for both of these materials 

based on price curves. The shift resulted in 

a 25% price reduction and a 10% increase 

in manufacturing volume due to increased 

availability. 

 

Strengths 

The majority of Indian chemical companies 

have a well-functioning, operationally 

focused procurement function that benefits 

from significant top-level involvement and 

deep market knowledge. 

They have a good grasp of procurement's 

strategic importance, which translates into 

senior leadership's active involvement in 

operationally focused procurement for 

crucial raw materials, as well as contacts 

with key suppliers. The procurement 
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leadership has a detailed market grasp 

based on their extensive experience. We 

discovered that market knowledge is really 

mature, and that it is established and 

codified via the engagement of a leadership 

team that has been active in procurement 

for a long time. 

Overall, the procurement function's role in 

demand management is being emphasized 

positively. The procurement team usually 

attends monthly demand planning meetings 

to develop a purchase strategy based on 

operational requirements. This allows you 

to effectively manage your working capital 

while avoiding stock-outs. 

These assets will serve as the foundation for 

achieving ever-higher levels of 

procurement excellence. In order to convert 

to strategic procurement and thereby build 

procurement excellence, most firms will 

need to improve on the processes listed. 

Improvement opportunities 

Performance management, people 

management, and strategic procurement are 

three areas where Indian chemical 

businesses could gain from concentrating 

their efforts. 

 

1.Rigorous performance 

management and base-lining. 

 

For Indian chemical businesses to achieve 

procurement excellence, each job within 

the procurement team must have a clear set 

of KPIs that can track genuine performance 

versus market fluctuations. Due to large 

swings in the ocean freight market, an 

American chemicals business found it 

difficult to track the procurement team's 

savings success. The corporation 

implemented a new strategy to refocus the 

performance evaluation from blaming 

market swings to "how can you evaluate 

savings when the market fluctuates so 

much?" The team created an index based on 

worldwide charter rates and improved KPIs 

to reflect the cost savings (using this index 

as a measure of purchase performance). A 

floating baseline was chosen by senior 

management to ensure a data-driven 

evaluation that resulted in an outcome-

oriented performance discussion. Similarly, 

an Indian corporation began calculating 

long-term savings based on true cost 

reductions based on clean-sheet prices 

versus last price. 

2. Organization structure 

One of the most difficult difficulties most 

firms confront – not just in India, but 

around the world – is clearly separating 

strategic and operational procurement roles. 

Because of the ambiguity, there isn't 

enough time to spend to strategic 

procurement, and operations suffer as a 

result. A few core raw materials are always 

present, followed by a large tail of products. 
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Separating the sourcing of extremely small 

products also allows strategic procurement, 

including vendor development, to be 

prioritized. Even if they are completely 

aware of all the prospects and instruments, 

procurement organizations often struggle to 

deliver their maximum potential without 

this involvement. 

 

3. Strategic procurement 

 

(a) Clean-sheet costing (CSC): 

Companies should insist on a view 

of the overall cost of creating a 

specific final product per unit 

amount, and negotiate raw material 

prices with suppliers accordingly. 

Based on the processes involved 

and usual yield, the Indian mid-size 

chemicals firm estimates the raw 

material requirements for each 

completed product. As a result, a 

systematic database of raw 

materials, including past and 

present prices, is compiled by 

following standard indices for 

diverse commodity raw materials 

(for example, the Brent index). The 

CSC tool calculates the overall cost 

of the end product per unit quantity 

based on projections for the 

supplier's production expenses, 

fixed costs, and margins, which aids 

in price negotiations. For more than 

70% of the key finished items, the 

tool presented a clear image of total 

cost per unit quantity in one case 

(along with the right price ranges to 

be negotiated with suppliers). This 

resulted in a 20% reduction in raw 

material prices for a certain end 

product. 

 

(b) Total cost of ownership: 

Procurement organizations 

naturally take a procurement price 

view vis-à-vis an end-to-end view 

to procurement including credit 

terms, impact on yields, quality 

parameters, etc. In order to clearly 

know the procurement cost, 

chemical companies must view 

costs in three categories: external 

costs (e.g., material costs, handling, 

warehousing), joint costs (e.g., 

costs of inventory, local service 

costs), and internal costs (e.g., 

waste, shrinkage, yield impact). A 

holistic view can often significantly 

the decision making. For example, 

in one context, the typical 

procurement quality parameters 

required 99.6 percent purity – a 

norm set by R&D and therefore not 

challenged. When cross-functional 

teams jointly addressed this, they 
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found that slightly easing the 

quality parameter (to 99.4 percent) 

would impact the yield marginally 

but would significantly impact the 

costs (by around 10 percent). 

Although these are more 

challenging for an organization to 

identify and then implement, they 

have high impact when done. 

 

(c) Make versus buy: Indian chemical 

enterprises have the potential to 

develop a systematic method for 

determining which raw materials 

should be acquired rather than 

generated in-house. A specialty 

chemicals firm in the United States 

evaluated its feed materials on two 

dimensions: criticality and 

procurement convenience. The 

yield and reactions involved were 

used to assess criticality, while the 

total cost of procurement and total 

supplier base were used to 

determine procurement ease. The 

company developed an in-house 

production strategy for strategic 

materials with high criticality and 

low procurement ease, saving 

roughly 5 to 10% on total 

procurement prices for these 

products. 

                                                
27 https://www.mckinsey.com/featured-insights 

 

(d) Alternate vendor development 

(AVD): The majority of Indian 

chemical industries have a 

considerable chance to develop a 

clear plan for securing supply from 

alternate vendors. When there is a 

considerable difference between 

clean sheet costs and supply risk, it 

is vital to consider alternate vendor 

development as a strategy. The 

costs of making a product were 35-

40% lower than the price paid in the 

case of an Indian chemicals 

producer, and via systematic AVD, 

they were able to develop two 

vendors who reduced prices down 

by more than 20%. 

 

Commercial excellence: Towards 

granularity of growth and 

transaction-level pricing27 

 

The majority of Indian chemical mid-sized 

enterprises are at a crossroads between 

customer centricity and developing a 

commercial strategic advantage that can 

result in a 2 to 4% increase in return on 

sales. Successful chemical mid-sized 

companies have historically achieved 

significant growth – and, in some cases, 
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domestic leadership – by focusing on their 

customers and getting to know them 

personally, understanding their demands, 

and assuring great customer satisfaction. In 

most cases, the promoters' and top 

management's direct involvement in day-

to-day commercial operations, at least with 

the larger clients, has aided this process 

significantly. i) Achieving strategic growth 

through granular opportunity mapping and 

differentiated value propositions, ii) 

developing transaction-level pricing 

capabilities, and iii) developing supporting 

organisational processes and capabilities 

are three improvement opportunities that 

would require the CEO or promoter's role in 

commercial activities to evolve in order to 

drive new practices. 

 

Strengths 

Indian chemical businesses have built 

commercial strengths in the process of 

creating a commercial competitive 

advantage, which they must leverage as 

they strive for commercial excellence: 

 

Sales and marketing collaborate on a 

cross-functional basis. This dimension 

might progress from one in which 

marketing efficiently supports sales 

operations to one in which marketing opens 

up new growth opportunities through 

granular market insights. 

Primary markets and customers are well-

understood. Knowledge could be 

documented and shared in a more 

systematic way to improve this. 

External channel partner management 

methods, which are mostly built on good 

interaction with channel partners and long-

term partnerships, should be expanded to 

overseas markets with the same level of 

dialogue. 

 

Improvement opportunities 

Mid-sized Indian chemical companies may 

learn a lot from foreign leaders, and many 

are likely to be at a stage where they can 

start replicating some of their capabilities. 

Through enhanced marketing and sales 

capabilities, a number of international top 

chemical businesses have acquired a 

commercial advantage over their 

competitors. In response, by applying the 

following set of recommendations, Indian 

chemical companies could significantly 

increase their profitability. 

 

1. Strategic growth in 

international markets 

 

(a) Market intelligence on a granular level. 

To be viable, Indian chemical 

companies must create intelligence for 

every tonne of product sold on 

international markets. An Indian 



PHRONIMOS : THE KIAMS JOURNAL                                                                                                                                     VOL-02 ISSUE-02 

 

76 
APRIL - 2022  

speciality chemicals company compiled 

price and cost data for 30 nations at the 

client segment level. As a result, the 

sales team was able to identify pockets 

of margin, define goals, and build a 

ready-to-implement foreign 

commercial action plan. 

(b) Value propositions that are segmented. 

Different value propositions for each 

sector mapped in foreign marketplaces 

should also be possible with granular 

market knowledge. The reasoning 

behind this is that different customers 

may value and be willing to pay for 

different features. For example, some 

customers may value very predictable 

delivery times and visible logistics 

information, while others may value 

higher product grades and quality, and 

still others may value very high-quality 

packaging for longer storage time. A 

top global chemicals company in 

Europe created a dual value proposition 

that included product differentiation 

(e.g., best-in-class fibre fatigue and 

humidity) as well as service 

differentiation (e.g., 24x5 on-the-

ground technical support) and 

distributed it through targeted 

campaigns and road shows. 

 

 

 

2. Transaction value pricing 

 

(a) The first step toward maximising 

margin levels transaction by 

transaction is to develop a target 

price setting approach that will 

serve as a guide for sales reps as 

they set prices for individual 

transactions. For example, a global 

speciality chemical company 

groups its clients into a matrix 

based on sales volume and profit 

margin, then sets price and service 

levels based on their position in the 

matrix. This made it possible to 

make a more deliberate decision to 

differentiate service levels for high-

volume customers while avoiding 

discounts for high-margin clients, 

resulting in a 4-point EBITDA 

effect on the bottom line. In another 

case, a specialised surfactant 

company simulated the impact of 

various price-setting actions for 

ethylene oxide – its main product 

vertical – in various feedstock cost 

scenarios, resulting in pre-defined 

price revision thresholds aimed at 

maintaining margins during 

commodity price cycles. 

(b) Any price-setting methodology 

must be accompanied with cost 

transparency in order to maintain 
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margin control. A speciality 

chemical company, for example, 

gained visibility into costs such as 

last-minute client requests or 

excessive use of its laboratory and 

technical support. 

3. Organizational process and 

capabilities 

 

(a) Full ownership of sales portfolio. 

To allow the increased processes 

stated previously, the sales team 

must have a mindset of full portfolio 

ownership. A scorecard was created 

by a midsized Indian chemicals 

company to indicate the number of 

transactions led end-to-end by each 

management, including pricing 

decisions and a complete 

perspective of costs involved. This 

flickered strong rivalry, and within 

9 to 10 months, more than half of all 

sales managers had complete 

pricing control over their sales 

portfolio. 

(b) Current performance measurements 

focused solely on sales quantities 

should be replaced with integrated 

growth and profitability 

conversations. This strategy was the 

main reason of bad performance 

conversations in a multibillion-

dollar agrochemical corporation, 

with a balanced focus on expansion 

and profitability. To increase the 

quality of the conversations, the 

management established key 

performance measures for all of 

their commercial efforts, balancing 

the sales portfolio's development 

and profitability. This allowed the 

sales team to have more 

concentrated discussions about 

issue resolution. 

 

Key Trends & Developments 

 

The chemical sector in India has been 

focusing on long-term growth. Water, 

environmental effect, raw materials, 

lifecycle safety, and energy consumption 

are just a few of the concerns that the sector 

is grappling with. In order to discover 

acceptable solutions to these difficulties, 

the Indian chemical sector is rapidly 

investing in revolutionary technology. The 

chemical sector is also developing new 

products to meet shifting market demands. 

For natural dyes, the company has 

developed microbial decolorization and 

degradation techniques, and for synthetic 

colours, it has begun to investigate 

biodiversity and develop environmentally 

friendly technology. The public sector 

refiner Hindustan Petroleum Corporation 

Ltd (HPCL) has indicated its intention to 
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commercialise green lubricants 

manufactured from renewable feedstock. 

DuPont has established a knowledge centre 

in India as part of its R&D strategy, 

concentrating on topics such as green 

technology for refinery processes. Tata 

Chemicals has set up an Innovation Center 

to focus on cutting-edge green technologies 

such as nanotechnology, fermentation, and 

biofuels.28 

 

Return on Assets (ROA)29 

 

The return on assets (ROA) statistic 

compares a company's profitability to its 

total assets and is a type of return on 

investment (ROI) indicator. To measure 

how well a company is performing, this 

ratio compares its profit (net income) to the 

capital it has put in assets. When it comes 

to utilising financial resources, the higher 

the return, the more productive and 

effective management is. A higher return on 

investment (ROI) implies that a corporation 

is more effective and productive in 

managing its balance sheet to create profits, 

whilst a lower ROA suggests that there is 

still space for improvement. 

For the analysis, the paper uses the Net 

Profit Margin and Total Asset Turnover. 

 

 

 

Source: Money Control 

                                                
28 Behera, B., & Das, A. (2019). Management 
efficiency and profitability: A case study of 
petrochemical industry: A quarterly peer reviewed 

multi-disciplinary international journal. Splint 
International Journal of Professionals, 6(3), 7-15. 
29https://corporatefinanceinstitute.com/resources/kn
owledge/finance/return-on-assets-roa-formula/ 
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The ROA was observed to be rising 

consistently for Deepak Nitrite Ltd., Alkyl 

Amines Chemicals Limited and Rashtriya 

Chemicls and Fertilisers Ltd. For the 

Majority of the sample companies ROA 

remained inconsistent there was rise in 

ROA followed by a fall and again steep rise 

was observed for companies like Tata 

Chemicals, Excel Industries, and Oil and 

Natural Gas Corporation Ltd. 

 

 

 

 

 

Net Profit Margin (NPM)30 

 

The net profit margin is the percentage of 

total revenue that is made up of net income. 

The net profit margin can be used by 

investors to determine whether a company's 

management is making enough money from 

sales and whether operational and overhead 

costs are under control. 

The net profit margin is one of the most 

important indicators of a company's overall 

financial health. It is calculated by Net 

Profit / Total Revenue. 

 

 

Source: Money Control 

 

                                                
30https://www.investopedia.com/terms/n/net_margi
n.asp 

The NPM remained inconsistent for all the 

sample companies throughout the study 
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period. It was observed that there is a 

sudden rise in NPM for the year 2020 for 

the companies dealing in specialty 

chemicals like Tata chemicals, SRF Ltd., 

Alkyl Amines and Deepak Nitrite Ltd. It 

was due to the sudden rise in domestic 

demand and shortage in supply of raw 

materials from China. 

 

Activity Ratios 

The activity ratios show the number of 

times the resources employed or for that 

purpose any constituent of assets is 

converted into sales during an accounting 

period. Activity ratio analysis gives an 

indication about the speed with which 

business processes are being performed. 

Total Assets Turnover Ratio is considered 

in the Analysis. 

 

 

 

 

 

 

Total Asset Turnover Ratio 

(TATR) 

This ratio depicts the sales generated as a 

result of total asset investment. When a 

company offers goods and services, it can 

profit. To do this, commodities and services 

must first be generated. This is 

accomplished through the use of both actual 

and intangible assets. When it comes to 

providing services, intangible assets are 

especially crucial. As a result, it is the job 

of business managers to ensure that all of 

the company's assets are utilized to their full 

potential. This ratio determines whether 

assets are being used to their full potential. 

If the ratio is adjusted for depreciation and 

amortization of assets over time, it can be 

highly useful in comparing the performance 

of asset utilization among different 

organizations.  

The asset turnover ratio measures a 

company's capacity to produce revenue 

from its assets. The asset turnover ratio is a 

measure of how efficient a company is. On 

the other side, a low asset turnover ratio 

indicates that a company is not properly 

using its assets to generate sales.31 

 

 

 

 

                                                
31https://www.investopedia.com/terms/a/assetturno
ver.asp 
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It is calculated as: Total asset turnover ratio = Total Revenue / Total assets 

  

 

Source: Money Control 

 

The TAT remained consistent for majority 

of the sample companies till March 2020. 

Due to the covid pandemic the global trade 

was badly hit which led to the shortage of  

 

 

 

raw materials, operating cost went up as a 

result decline in TAT was observed for 

majority of sample companies during 

Pandemic.

 

Regression Analysis and Findings: 

 

Model Summary of the Result of Multiple Regressions 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

F Sig Durbin-

Watson 

1 .874a .763 .753 3.02875 75.823 .000 1.228 

a. Predictors: (Constant), TAT, NPM  

b. Dependent Variable: ROA  

  

Company Mar-21 Mar-20 Mar-19 Mar-18 Mar-17 Avg S.d. C.V
Tata Chemicals Ltd. 35.99 37.4 38.41 39.68 43.81 39.058 2.981186 7.632715
SRF Limited 64.96 66.28 71.8 66.83 69.17 67.808 2.70155 3.984116
Excel Industries Ltd. 67.44 74.94 90.09 82.22 74.69 77.876 8.598443 11.0412
Laxmi Organic Industries Ltd. 92.58 132.65 149.19 150.71 163.93 137.812 27.61588 20.03881
Astec Lifesciences Ltd. 81.88 91.4 93.45 88.96 89.53 89.044 4.374063 4.912249
Sudarshan Chemical Industries Ltd. 93.04 104.82 108.53 101.42 106.65 102.892 6.100317 5.928855
Rashtriya Chemicals and Fertilisers Ltd. 108.66 94.21 99.66 115.15 108.61 105.258 8.277335 7.863853
Alkyl Amines Chemicals Ltd. 108.47 126.74 113.07 96.72 97.74 108.548 12.33002 11.35905
Oil and Natural Gas Corporation Ltd. 55.95 77.79 85 70.11 63.42 70.454 11.46042 16.26652
Deepak Nitrite Ltd. 122.45 131.82 92.21 63.74 76.67 97.378 29.16291 29.94815

Total Asset Turnover (%)
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Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -6.576 1.633  -4.026 .000 

NPM .523 .045 .864 11.692 .000 

TAT .107 .015 .514 6.961 .000 

a. Dependent Variable: ROA 

The above table summarized the SPSS 

output of multiple regression analysis. 

ANOVA table of this model indicates that 

the overall model is significant since the p-

value is (0.000) which is less than the p 

value = 0.05, which indicates that the model 

applied can statistically predict the outcome 

variable of ROA. Also, all the linear 

variables are stationary. Model summary of 

the multiple regression analysis describes 

the R square value of 0.763, which indicates 

that 76.3 percent of the observed Variability 

in ROA is explained by the independent 

variable of NPM and TAT. F statistics for 

ROA is 75.823. NPM and TAT are found to 

have a strong favorable impact on 

profitability as measured by ROA, and also 

Durbin-Watson is less than 2 then there 

exists auto correlation. The coefficient 

value of NPM is 0.523. This means that 1 

unit of NPM increase, so ROA will increase 

by 0.523. The coefficient value of TAT is 

0.107. This means that 1 unit of TAT 

increase, so ROA will increase by 0.107.  

 

Unstandardized regression coefficients are 

used to estimate the regression line as 

follows: 

ROA = -6.576 + .523(NPM) + .107(TAT) 

 

p=0.00 which is less than (0.05) indicates 

strong evidence against the null hypothesis, 

so reject null hypothesis. There is 

significant difference exists in the financial 

performance of selected companies with 

reference to return on Assets. 

 

Conclusion 

 

Although the prevalent perception is that 

such big gains require a significant capital 

investment, experience has shown that 80 to 

90 percent of the improvement potential 

can be realized with little or no capital 

investment and in as little as a year and a 

half. Capturing 4 to 7 EBITDA points in 

such a short timeframe, however, 

necessitates the use of significant enablers. 
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To begin, the CEO must set an ambitious 

goal with a specific, quantifiable target and 

communicate it to all levels of the firm. 

Second, the functional excellence journey 

will demand an equally ambitious 

resourcing strategy, with a dedicated and 

influential senior leader and a core team of 

high-performing middle managers. 

Third, Indian chemical businesses must 

establish a "transformation" process in 

which particular initiatives with specific 

goals are carried out in waves, allowing for 

the gradual development of change leaders' 

capabilities. These waves must 

simultaneously address manufacturing, 

procurement, marketing, and sales. This 

will avoid scenarios where savings in 

procurement costs are passed on to 

consumers rather than being locked in 

margins, or where prospective 

manufacturing capacity gains are not 

matched by market prospects. 

 

Finally, success will be assured only if the 

cultural revolution has a deep impact on the 

organization through changed mindsets. A 

"look forward" culture focused on continual 

improvement is required for functional 

excellence. The best results have been seen 

in companies where senior management 

adjusts its function and focus away from 

operational operations and toward 

employee capability and leadership 

development, with a high bar placed on 

capabilities. I believe that now is the right 

time for the Indian chemical industry to 

start focusing on functional excellence. 

Profitability gains of 4 to 7 EBITDA points 

can be achieved if the correct collection of 

enablers is implemented. 

 

The purpose of this paper was to focus on 

the use of profitability ratios to measure 

financial success. The study discovered that 

NPM, TAT, and ROA had a strong 

association. The relationship between 

Return on Assets, Net Profit Margin, and 

Total Asset Turnover was investigated 

using a multiple regression model, and it 

was discovered that there is a significant 

difference in the financial performance of 

selected organizations when looking at 

Return on Assets. To increase the accuracy 

of future profitability estimates, analysts 

and investors tracking the Indian chemical 

sector should focus on changes in profit 

margin rather than changes in asset 

turnover. 

 

Road Ahead 

 

The Indian chemical industry has 

outperformed the overall market as well as 

the world chemical industry by a significant 
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margin (Annexure-3).32 In India, the 

Chemicals and Petrochemicals sector is 

worth $178 billion. India's chemical sector 

is extremely diverse, with over 80,000 

commercial items. Bulk chemicals, 

specialty chemicals, agrochemicals, 

petrochemicals, polymers, and fertilisers 

are some of the categories. India benefits 

from economies of scale due to its closeness 

to the Middle East, which is the world's 

largest supplier of petrochemical feedstock. 

By 2025, the market for chemicals and 

petrochemicals is expected to exceed $300 

billion. During the period 2020-25, demand 

for chemical goods is predicted to expand 

at a rate of about 9% per year.33 

Despite the present pandemic crisis, the 

Indian chemical industry has various 

chances, especially given the disruption of 

China's supply chain and the trade war 

between the United States, Europe, and 

China. In some areas, China's anti-pollution 

                                                
32 Corporate Performance Analytics by McKinsey 
33 https://www.investindia.gov.in/sector/chemicals 

policies will provide chances for the Indian 

chemical industry. 

 

Additional fiscal incentives, such as tax 

rebates and special incentives through 

PCPIRs or SEZs to promote downstream 

units, will boost industrial production and 

development. By 2035, specialised 

integrated industrial centres under the 

Petroleum, Chemicals, and Petrochemicals 

Investment Regions (PCPIR) programme 

are expected to attract Rs. 20 lakh crore 

(US$ 276.46 billion) in investment.34 

 

Future investments should not only focus 

on transportation of fuels such as petrol and 

diesel, but also on crude-to-chemicals 

complexes or refineries set up to cater to the 

manufacture of chemicals, in order to bring 

about structural changes in the working of 

the local chemical sector. 

  

34 https://www.ibef.org/industry/chemical-industry-
india.aspx 
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Annexure-1 

 

35

                                                
35 DCPC, www.chemicals.nic.in 
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Annexure-2 

  

36

 

 

 

 

 

 

 

                                                
36   www.chemicals.nic.in, CHEMICAL AND PETROCHEMICAL 
STATISTICS AT A GLANCE-2020 
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Annexure-3 
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37 https://finmedium.com/2021/06/chemical-industry-in-india-outlook/ 


