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Abstract

Ratio analysis is an essential and foundational instrument in financial
analysis, offering a comprehensive lens through which to gauge an
enterprise's financial health. This study delves into the significance of ratio
analysis, its methodology, and its application to evaluate the financial
efficiency of a few private sugar mills in the Tamil Nadu Sugar Industry
during a period of twelve years from 2011 to 2022. Two groups of variables
were considered in evaluating financial performance, yardsticks like return
on equity (ROE) and return on assets (ROA) were employed and to denote
turnover ratios, debtors turnover ratio (DTR), creditors turnover ratio (CTR),
stock turnover ratio (STR), working capital turnover ratio (WCTR), total
assets turnover ratio (TATR) were used. The findings suggest that while
DTR has no significant link with ROE, STR has no significant link with both
ROE and ROA. The other ratios namely CTR, WCTR and TATR
demonstrate a significant correlation with financial performance.
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I Introduction

GENERATING PROFIT IS an indispensable goal of any business
organisation. Profits are the lifeblood of any business, serving as a vital
measure of its success and sustainability. Firstly, profits are essential for
covering operational expenses, such as salaries, rent and raw materials,
without which a business cannot function effectively. Secondly, they provide
areturn on investment for shareholders and investors, incentivizing them to
support and fund the business Finishtya (2019).

Profits in a firm are directly influenced by a multitude of activities
conducted throughout the organization. The activities that generate revenue,
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with profitability metrics: return on assets (ROA) and return on equity (ROE)
through rigorous investigation utilizing the Partial Least Squares
Structural Equation Modeling (PLS-SEM) approach and regression
analysis. The outcomes suggest that while DTR has no significant link
with ROE Samiloglu and Akgtin (2016), Gorondutse, Ali and Ali (2016),
STR has no significant link with both ROE and ROA Farooq (2019). The
other ratios namely CTR, WCTR and TATR demonstrate a significant
correlation with financial performance Almomani, Almomani and
Obeidat (2021). Based on the results, it is suggested that the sugar
enterprises should focus on implementing proactive measures such as
stricter credit policies, streamlined collection processes and monitoring
customer creditworthiness to expedite debt turnover, reduce bad debt
expenses and bolster cash flow. These improvements, along with refined
stock management and optimized working capital, can mitigate liquidity
challenges and decrease the reliance on debt.
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