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Abstract:

In today’s dynamic and competitive business environment, effective financial management is one of the most critical
factors determining organizational success and sustainability. Among the various aspects of financial management, credit control
and receivables management plays a vital role in maintaining liquidity, profitability and customer satisfaction. This article focuses
on the analysis of credit control mechanism and receivables management practices. The study evaluates the company’s existing
credit policies and their impacts on financial performance, and challenges focused in ensuring timely recovery. The findings
reveals that while the company demonstrates moderate efficiency in credit management, there are significant opportunities for
improvement through automation, policy standardization, and better inter- departmental co-ordination.
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Introduction:

Credit control is the back bone of financial management. It governs the way organization extend, monitor and collect
credit sales from customers. In manufacturing sectors where bulk transactions are often on credit, efficiency of the credit control
efficiency of credit control directly affects liquidity and profitability. Poor credit control management can result liquidity and
profitability crisis increased bad debts, and disruption of production activities. On the other hand a well continuous cash flow. The
present study explores how company manages its credit and receivables to sustain business growth while maintaining financial
discipline.

Overview of the Foundry:

The foundry and casting industry is among the oldest and most essential sectors of manufacturing. It forms the backbone
of key industrial segment such as automative construction, engineering and agriculture. India ranks among the largest procedure of
casting in the world with major foundry hub located in Coimbatore, Kolhapur, Rajkot, and Belgum. The industry has undergone
sustainable modernization over the years, incorporating advanced technologies like automation, robotics and digital design
system. These innovations have improved productivity and quality, making Indian foundries competitive in both domestic and
global market. Despite this progress, the industry faces challenges such as rising raw material costs, energy shortage and delayed
customer payments. Financial management particularly credit control is therefore vital for ensuring smooth operations and stable
cash flow in the foundry business.

Statement of the Problem:

Effective credit control and receivables management are crucial for maintaining the financial health of any business. At
Ranba casting limited challenges such as delayed payments poorly managed receivables, and unclear credit policies may affect the
cash flow, profitability, and growth of the company. The study aims to evaluate how the company’s credit practices influences its
financial performance and customer loyalty, and to identify areas for improvement in managing customers.

Review of Literature:

Rani (2021) Rani highlighted that training employees on credit appraisal and follow-ups improves the overall
performance of credit management. Her study found that the cross-functional coordination between sales and finance teams
reduces payment disputes. She emphasized the importance of human factors in improving collection outcomes.

Rao and Pillai (2021) Roa and Pillai argued that credit assessment should include both financial behavior and aspects of
the customer. They found that companies using holistic evaluation approach face fewer default. Their study stressed the need for
combining quantitative data with quantitative judgment.

Singh and Kaur (2021) Their study focused on the impact of early Payment discount on cash flow. They found that
offering reasonable discounts encourages timely payment and reduce receivable days. However, excessive discounts may reduce
profitability. Hence, firms should find an optimal balance that benefits both liquidity and revenue.

Narayanasamy (2020) Narayanasamy’s study emphasized the important and continuous monitoring of accounts
receivable. He found that regular follow ups and early reminders help in reducing overdue accounts. The study also highlighted
the use of technology and automation in improving the collection and maintaining customer satisfaction simultaneously.

Objective of the Study:
e To analyze the current credit control policies and procedures adopted by ranba casting limited.
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e To identify the challenges faced by ranba casting limited in managing credit and receivables.
e To access the impact of credit control on the company’s liquidity, profitability
e To study effect of credit policies on customer satisfaction and loyalty.
Research Design:
The study adopted the descriptive research design to understand the company’s credit management practices. Both the
primary and secondary data are used. Primary data were collected through the structured questionnaire administered to 36
employees across department such as finance, accounts and sales.
Data Analysis Tools:
e  Chi-square test
e Correlation
Analysis:
Correlation Analysis:
Table 1: To show company’s credit control policies and procedure influences liquidity, profitability, and the challenges faced in
managing credit and receivable
Null Hypothesis (Hg): There is no significant relationship between credit control policies, liquidity and challenges in credit
management.

cl c2 c3

Pearson Correlation 1 .307 .633

cl Sig. (2-tailed) .069 .000
N 36 36 36

Pearson Correlation .307 1 .363

c2 Sig. (2-tailed) .069 .030
N 36 36 36
Pearson Correlation .633 .363 1

c3 Sig. (2-tailed) .000 .030

N 36 36 36

Interpretation:

The correlation between C1(credit control policies) and C3(challenges in credit management) is strongly significant
(r=0.633, p=0.001), indicating that well-structured credit control policies are fewer receivables. The correlation between C1 and
C2 IS Positive but not significant (r = 0.307, p =0.069), suggesting that while effective credit policies may improve liquidity, the
relationship is not statistically strong. The correlation between C2 and C3 is moderate and significant (r = 0.363, p = 0.030),
showing that the better liquidity management helps in reducing credit-related challenges.

Table 2: Credit terms offered to customers influence their payment behavior, cash flow, and overall satisfaction and loyalty toward
the company (C4, C5)
Null Hypothesis: There is no significant relationship between credit terms offered to customers and customer satisfaction and

loyalty.

C4 C5
Pearson Correlation 1 JA11
C4 Sig. (2-tailed) 518
N 36 36
Pearson Correlation 11 1
C5 Sig. (2-tailed) 518
N 1 11

Interpretation:

The Pearson correlation coefficient between C4(credit term and payment behavior) and C5(customer satisfaction and
loyalty) is 0.137, indicating a very weak positive relationship. The significance value (p = 0.424) is greater than 0.05, which
means the correlation is not statistically significant. Therefore, there is no meaningful or significant relationship between C4 and
C5. Changes in one variable will not have a significant impact on the other
Chi-Square Test:

Table 3: Credit control team’s responsiveness and communication influence customer retention and strengthen customer
relationships
Null Hypothesis (Ho): There is no significance association between the effectiveness of the credit control team and customer
retention.

The credit control team is well-trained and effective in The credit control team's responsiveness and
managing outstanding receivables and reducing bad debts. communication influence customer retention.
Chi-Square 29.167 28.444
Df 2 1
Asymp. Sig. .000 .000

Interpretation:

There is statistically significant associate between respondents’ answers and both statements. This main respondent
option is not random most respondents consistently precisive that the credit control team is well trained and that is responsive and
communication positively influence customer retention. In simple term, the effectiveness and communication of credit control
team are recognized as important by the respondent.
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Table 4: Company’s credit control policies clear, well-documented, and standardized across departments, and do these policies
help in building customer trust and satisfaction
Null Hypothesis (Ho): there is a significant difference between the company’s credit control policies and customer trust and
satisfaction.

The credit control policies of the company are clear, well- | The company’s credit policies are fair,
documented, and standardized across departments. transparent, and build customer trust
Chi-Square 37.167° 31.111°
Df 2 3
Asymp. Sig. 0 0

Interpretation:

There is statistically significant association between respondents answered the statement about control policies. This
means respondents opinions are not random most tend to agree show a consistent pattern in their responses. In simple terms the
company’s credit policies are perceived clearly and fairly by respondents.

Table 5: Showing Receivables Turnover Ratio

Year Receivables Turnover Ratio (RTOR)
2019-2020 7.23
2020-2021 6.77
2021-2022 7.26
2022-2023 7.87
2023-2024 6.19

Interpretation:

Collection efficiency, as measured by RTOR, has deteriorated. The ratio fell from 7.23 in 2019-20 to a low of 6.19 in
2023-24. This shows that the company is less effective at converting its credit sales (receivables) back into cash, signal weakened
credit control policies or a less effective follow-up system
Suggestions:

The company should clearly document and standardize its credit policies across all departments. Regular training
programs must be connected to improve staff awareness of credit control procedure offering early payment incentives can help
improve cash flow and reduce delays. Strengthening communication between finance, sales, and customers will enhance
transparency and trust. The company should strengthen its follow up process and enforce timely collections to improve its
receivable turnover ratio.

Conclusion:

The study on credit control and receivables management at Ranba casting limited highlights that efficient credit policies
are vital for maintaining liquidity, profitability and customer satisfaction. The correlation and chi- square analyses reveal that well-
structured credit policies significantly reduce receivables challenges and enhance financial stability. Although the relationship
between credit terms and customer loyalty is weak, the finding emphasize the importance of a responsive and well-trained credit
control team in building long term customer relationships. Overall, the company demonstrates moderate efficiency in the credit
management, but there is scope for improvement through policy standardization, sell training, inter-departmental coordination,
and technological automation to ensure stronger financial discipline and customer trust. Enhancing monitoring practices and
adopting automation can help the company restore faster collections and maintain steady cash flow.
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