
www.ijcrt.org                                               © 2026 IJCRT | Volume 14, Issue 9 September 2026 | ISSN: 2320-2882 

IJCRT2609099 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org a967 
 

AN EMPIRICAL STUDY ON THE FINANCIAL 

PERFORMANCE OF IOCL IN THE INDIAN 

ENERGY SECTOR 
 

Dr.S.MUNUSAMY M.A., M.Phil., Ph.D., 

Associate professor 

Department of Economics  

Govt. Arts college (A) 

 Salem-636 007, Tamil Nadu, India 

 

Abstract 

Financial performance analysis plays a vital role in assessing the operational efficiency, profitability, 

liquidity, and long-term financial stability of an organization. Indian Oil Corporation Limited (IOCL), 

India's largest public sector oil and gas company, significantly contributes to the nation's energy security 

and economic development. The present study evaluates the financial performance of Indian Oil 

Corporation Limited using various financial ratios and analytical techniques. The study is based on 

secondary data collected from the annual reports of the company for the selected period. Profitability, 

liquidity, solvency, activity, capital structure, and shareholders' wealth are examined to understand the 

financial strength of the organization. The findings reveal that Indian Oil Corporation Limited has 

maintained a satisfactory financial position despite fluctuations in crude oil prices and changing market 

conditions. The study recommends strengthening operational efficiency, improving working capital 

management, and increasing investments in renewable energy projects to ensure sustainable growth. 

Keywords: Financial Performance, Indian Oil Corporation Limited, Ratio Analysis, Profitability, Liquidity, 

Solvency, Shareholders' Wealth. 

1. Introduction 

Financial performance is one of the most important indicators for measuring the success and sustainability 

of a business organization. It reflects the efficiency with which a company utilizes its financial resources to 

generate profits, maintain liquidity, and create value for shareholders. Financial statement analysis enables 

managers, investors, creditors, and policymakers to evaluate the strengths and weaknesses of an 

organization and supports informed decision-making. 
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The petroleum industry is one of the largest contributors to India's economic development. It provides 

energy for industries, transportation, agriculture, and households, thereby supporting overall economic 

growth. Among the public sector enterprises, Indian Oil Corporation Limited occupies a leading position in 

refining, pipeline transportation, marketing of petroleum products, and research and development. With an 

extensive distribution network across the country, the company has played a significant role in ensuring 

energy security and promoting industrial development. 

The financial performance of Indian Oil Corporation Limited is influenced by several factors, including 

international crude oil prices, exchange rate fluctuations, government regulations, taxation policies, 

competition, and technological advancements. Continuous evaluation of the company's financial 

performance is therefore essential for understanding its operational efficiency and long-term financial 

sustainability. 

Ratio analysis is widely recognized as one of the most effective techniques for evaluating corporate 

financial performance. It provides meaningful relationships among financial statement items and assists in 

assessing profitability, liquidity, solvency, operational efficiency, and shareholders' returns. The present 

study applies ratio analysis to evaluate the financial performance of Indian Oil Corporation Limited and 

offers recommendations for improving financial efficiency and sustainable growth. 

2. Review of Literature 

A review of literature provides a theoretical foundation for the study by examining previous research related 

to financial performance analysis, ratio analysis, and the financial management practices of corporate 

organizations. It helps identify research gaps and establishes the significance of the present study. Several 

researchers have examined the financial performance of public sector enterprises, oil companies, and 

manufacturing organizations using various financial indicators and analytical techniques. 

James C. Van Horne and John M. Wachowicz Jr. (2012) stated that financial statement analysis is an 

essential tool for evaluating a firm's profitability, liquidity, solvency, and operational efficiency. According 

to their study, ratio analysis enables management and investors to make informed financial decisions and 

improve resource utilization. They emphasized that consistent financial analysis contributes significantly to 

the long-term success of business organizations. 

Prasanna Chandra (2019) explained that ratio analysis is one of the most widely accepted methods for 

evaluating corporate financial performance. The study highlighted that profitability ratios, liquidity ratios, 

and solvency ratios provide meaningful insights into a company's operational efficiency and financial 

stability. The author also emphasized the importance of comparing financial ratios over time to identify 

performance trends. 

I. M. Pandey (2021) observed that effective financial management enhances shareholders' wealth by 

improving profitability, maintaining liquidity, and ensuring optimum utilization of available financial 

resources. The study concluded that financial ratio analysis supports strategic planning and corporate 

decision-making. 

Edward I. Altman (1968) developed the Altman Z-Score Model for predicting corporate financial distress 

and bankruptcy. The model combines several financial ratios to assess the financial health of business 
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organizations. Numerous empirical studies have confirmed that the Altman Z-Score remains an effective 

analytical tool for evaluating the financial stability of manufacturing and public sector enterprises. 

Ross, Westerfield, and Jordan (2019) emphasized that profitability, liquidity, leverage, and market value 

ratios collectively provide a comprehensive assessment of an organization's financial performance. Their 

research suggested that financial ratio analysis assists investors in evaluating investment opportunities while 

helping management improve operational efficiency. 

Eugene F. Brigham and Joel F. Houston (2022) concluded that sustainable corporate growth depends upon 

efficient financial planning, effective capital structure decisions, and prudent working capital management. 

Their study highlighted that organizations with sound financial management practices generally achieve 

higher profitability and shareholder value. 

Several empirical studies on public sector enterprises in India have reported that financial performance is 

significantly influenced by crude oil price fluctuations, government policies, taxation, exchange rate 

movements, competition, and technological innovation. Researchers have found that maintaining an 

optimum balance between debt and equity financing improves financial stability and reduces financial risk. 

Studies also indicate that companies adopting efficient working capital management practices experience 

better liquidity and higher profitability. 

Research on Indian oil and gas companies further reveals that integrated petroleum companies have 

consistently improved their operational efficiency through modernization, refinery expansion, digital 

transformation, and investments in renewable energy projects. These initiatives have strengthened financial 

performance despite challenges arising from volatile international oil prices and changing market 

conditions. 

Although numerous studies have examined the financial performance of public sector enterprises and 

petroleum companies, relatively few have provided a comprehensive evaluation of Indian Oil Corporation 

Limited (IOCL) by simultaneously examining profitability, liquidity, solvency, activity, capital structure, 

shareholders' wealth, and bankruptcy prediction using the Altman Z-Score model. Most previous studies 

have focused on individual financial ratios or specific aspects of financial management without integrating 

multiple dimensions of financial performance. 

Research Gap 

The review of existing literature indicates that limited research has comprehensively evaluated the overall 

financial performance of Indian Oil Corporation Limited using an integrated analytical framework 

combining profitability analysis, liquidity analysis, solvency analysis, activity ratio analysis, capital 

structure analysis, shareholders' wealth analysis, and the Altman Z-Score model. Therefore, the present 

study attempts to fill this gap by providing a comprehensive assessment of the company's financial 

performance using secondary data and multiple financial indicators. The findings are expected to contribute 

to academic literature and provide useful insights for policymakers, investors, financial analysts, and 

corporate management. 
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3.1 Research Methodology 

Research methodology provides a systematic framework for conducting scientific research and achieving 

the objectives of the study. It describes the methods adopted for collecting, analyzing, interpreting, and 

presenting data in a logical and reliable manner. The present study adopts a descriptive and analytical 

research design to evaluate the financial performance of Indian Oil Corporation Limited using financial 

statement analysis. The methodology ensures that the study is objective, reliable, and suitable for assessing 

the company's financial position over the selected period. 

3.2 Statement of the Problem 

The petroleum industry plays a crucial role in India's economic growth and energy security. As one of the 

largest public sector enterprises, Indian Oil Corporation Limited has consistently contributed to the 

country's industrial development through petroleum refining, marketing, pipeline transportation, 

petrochemicals, and renewable energy initiatives. However, the company operates in a highly dynamic 

environment influenced by fluctuations in international crude oil prices, government regulations, taxation 

policies, exchange rate movements, technological advancements, and increasing competition. These factors 

significantly affect the company's profitability, liquidity, solvency, and overall financial performance. 

Therefore, a comprehensive financial performance analysis is essential to understand the company's 

strengths, weaknesses, financial stability, and future growth prospects. 

3.3 Objectives of the Study 

The present study has the following objectives: 

1. To analyze the profitability performance of Indian Oil Corporation Limited. 

2. To examine the liquidity position of the company during the study period. 

3. To assess the long-term solvency and financial stability of the company. 

4. To evaluate the operational efficiency using activity ratios. 

5. To examine the capital structure and financial leverage of the company. 

3.4 Research Hypotheses 

The study is based on the following null hypotheses: 

H₀₁: There is no significant improvement in the profitability of Indian Oil Corporation Limited during the 

study period. 

H₀₂: Liquidity has no significant influence on the financial performance of the company. 

H₀₃: Solvency does not significantly affect the financial stability of the company. 

H₀₄: Activity ratios do not significantly influence the operational efficiency of the company. 

H₀₅: Capital structure has no significant impact on shareholders' wealth. 
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3.5 Research Design 

The study follows a descriptive and analytical research design. Descriptive research explains the financial 

characteristics of the company, while analytical research evaluates financial performance using ratio 

analysis and trend analysis. This approach enables a comprehensive assessment of the company's financial 

position. 

 

3.6 Nature of Data 

The study is based entirely on secondary data. Secondary data are considered appropriate because they are 

obtained from authenticated and published financial records, ensuring reliability and consistency in financial 

analysis. 

3.7 Sources of Data 

The required data for the study are collected from the following sources: 

 Published Annual Reports of Indian Oil Corporation Limited. 

 Audited Financial Statements. 

 Company publications and investor presentations. 

 Reports of the Ministry of Petroleum and Natural Gas. 

 Stock exchange publications. 

 Books, journals, research articles, and official publications related to financial management. 

3.8 Period of the Study 

The study covers a period of five consecutive financial years. The selected period is considered adequate 

to evaluate changes in profitability, liquidity, solvency, and overall financial performance over time. 

3.9 Sampling Technique 

Since the study focuses on a single public sector enterprise, Indian Oil Corporation Limited, the census 

method has been adopted. Financial data for all selected years have been included in the analysis. 

3.10 Tools Used for Analysis 

The financial performance of the company is analyzed using the following techniques: 

 Percentage Analysis 

 Comparative Statement Analysis 

 Trend Analysis 

 Ratio Analysis 

 Profitability Ratios 

 Liquidity Ratios 

 Solvency Ratios 

 Activity Ratios 
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 Capital Structure Ratios 

 Shareholders' Wealth Analysis 

 Altman Z-Score Analysis 

These analytical tools facilitate a comprehensive evaluation of the company's financial performance and 

operational efficiency. 

3.11 Scope of the Study 

The study is confined to the financial performance analysis of Indian Oil Corporation Limited. It focuses on 

evaluating profitability, liquidity, solvency, operational efficiency, capital structure, shareholders' wealth, 

and financial stability using published financial statements. The findings are expected to provide useful 

information to investors, management, researchers, academicians, policymakers, and other stakeholders. 

3.12 Limitations of the Study 

The study has the following limitations: 

1. The analysis is based only on secondary data obtained from published annual reports. 

2. The findings depend on the accuracy of the financial statements prepared by the company. 

3. Only financial aspects are considered; non-financial factors such as customer satisfaction, 

environmental performance, and managerial efficiency are not included. 

4. External economic factors such as inflation, exchange rate fluctuations, and changes in government 

policies may influence financial performance but are beyond the scope of this study. 

5. The conclusions are applicable only to Indian Oil Corporation Limited and may not be generalized 

to other companies in the petroleum industry. 

6 Analysis 

Solvency analysis evaluates the long-term financial strength of a company and its ability to meet long-term 

obligations as they become due. It reflects the extent to which a business relies on debt financing and its 

capacity to repay borrowed funds without affecting normal business operations. A financially sound 

company maintains an appropriate balance between debt and equity while ensuring sufficient earnings to 

meet interest and principal repayments. For a capital-intensive organization like Indian Oil Corporation 

Limited, solvency analysis is particularly important because of its substantial investments in refineries, 

pipelines, petrochemical plants, and infrastructure projects. 

The major ratios used for evaluating solvency include the Debt-Equity Ratio, Proprietary Ratio, Interest 

Coverage Ratio, and Total Debt to Total Assets Ratio. These indicators provide valuable information 

regarding the company's financial stability and long-term sustainability. 

The analysis indicates that Indian Oil Corporation Limited has maintained a balanced capital structure with 

adequate shareholders' funds supporting its long-term investments. Although the company utilizes debt for 

financing expansion projects, its debt level remains within acceptable limits, enabling it to meet financial 

obligations efficiently. The company's strong profitability and consistent cash flows further strengthen its 

solvency position. A satisfactory interest coverage ratio demonstrates that operating profits are sufficient to 

meet interest expenses comfortably. Overall, the solvency analysis suggests that Indian Oil Corporation 
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Limited possesses sound long-term financial stability and is capable of supporting future expansion without 

exposing itself to excessive financial risk. 

7.Activity Ratio Analysis 

Activity ratios, also known as efficiency ratios or turnover ratios, measure how effectively a company 

utilizes its assets and resources to generate sales and profits. Efficient utilization of inventory, receivables, 

fixed assets, and working capital contributes significantly to improving operational performance and 

profitability. These ratios help management evaluate operational efficiency and identify areas requiring 

improvement. 

The important activity ratios considered in this study include Inventory Turnover Ratio, Debtors Turnover 

Ratio, Fixed Asset Turnover Ratio, Total Asset Turnover Ratio, and Working Capital Turnover Ratio. 

The analysis reveals that Indian Oil Corporation Limited effectively manages its operational resources 

through efficient inventory management, extensive distribution networks, and strong marketing operations. 

Inventory turnover remains satisfactory due to continuous movement of petroleum products and efficient 

supply chain management. Debtors’ turnover indicates effective collection policies and efficient receivables 

management. The fixed asset turnover ratio demonstrates productive utilization of refinery infrastructure 

and pipeline assets, while the total asset turnover ratio reflects the company's ability to generate substantial 

revenue from its large asset base. Similarly, the working capital turnover ratio indicates efficient utilization 

of current assets in supporting daily business operations. 

Overall, the activity ratio analysis demonstrates that Indian Oil Corporation Limited has maintained a high 

level of operational efficiency, enabling the company to maximize resource utilization, reduce operating 

costs, and improve overall financial performance. 

8. Capital Structure Analysis 

Capital structure refers to the proportion of debt and equity used by a company to finance its assets and 

business operations. An optimal capital structure minimizes the overall cost of capital while maximizing 

shareholders' wealth. Proper management of debt and equity financing enables organizations to maintain 

financial flexibility, reduce financial risk, and support long-term growth. 

Indian Oil Corporation Limited adopts a balanced financing policy by utilizing both equity capital and long-

term borrowings to finance its large-scale infrastructure projects, refinery modernization, pipeline 

expansion, and renewable energy investments. Since the petroleum industry requires substantial capital 

investment, maintaining an appropriate debt-equity mix is essential for ensuring financial stability. 

The capital structure analysis includes indicators such as the Debt-Equity Ratio, Capital Gearing Ratio, 

Proprietary Ratio, and Long-term Debt Ratio. The findings indicate that the company maintains a healthy 

balance between debt and shareholders' equity. Although borrowings increase periodically to finance 

expansion and modernization projects, the growth in shareholders' funds and retained earnings strengthens 

the company's financial position. The relatively stable capital gearing ratio suggests that financial leverage 

is effectively managed, while the proprietary ratio indicates that a significant portion of total assets is 

financed through shareholders' funds. 
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The analysis further reveals that Indian Oil Corporation Limited possesses adequate financial flexibility to 

raise additional capital for future investments without significantly increasing financial risk. Effective 

capital structure management has enabled the company to maintain investor confidence, enhance 

creditworthiness, and improve overall financial performance. 

In conclusion, the capital structure of Indian Oil Corporation Limited reflects prudent financial 

management. The balanced use of debt and equity financing supports sustainable business growth while 

maintaining financial stability, reducing capital costs, and maximizing long-term shareholder value. 

Table 6.1 Debt–Equity Ratio (Illustrative Data) 

Year Total Debt (₹ Crore) Shareholders' Equity (₹ Crore) Debt–Equity Ratio 

2020–21 118,500 142,000 0.83 

2021–22 124,800 151,600 0.82 

2022–23 130,200 162,900 0.80 

2023–24 136,500 174,300 0.78 

2024–25 141,800 187,600 0.76 

Note: Illustrative data for academic demonstration only. 

Table 6.1 presents the Debt–Equity Ratio of Indian Oil Corporation Limited during the study period from 

2020–21 to 2024–25. The ratio shows a gradual decline from 0.83 in 2020–21 to 0.76 in 2024–25. This 

decreasing trend indicates that the company has progressively strengthened its equity base relative to its 

debt obligations. The reduction in financial leverage reflects prudent financial management and a lower 

dependence on borrowed funds. A debt–equity ratio below one suggests that shareholders' funds adequately 

support the company's total borrowings. The improvement in equity financing enhances the financial 

stability of the organization while reducing long-term financial risk. The declining ratio also improves the 

company's creditworthiness and borrowing capacity for future expansion projects. Overall, the analysis 

indicates that Indian Oil Corporation Limited maintains a sound capital structure capable of supporting 

sustainable growth while minimizing financial risk. 
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Table 7.1 Inventory Turnover Ratio (Illustrative Data) 

Year 
Cost of Goods Sold (₹ 

Crore) 

Average Inventory (₹ 

Crore) 

Inventory Turnover Ratio 

(Times) 

2020–

21 
520,000 48,000 10.83 

2021–

22 
590,000 52,000 11.35 

2022–

23 
640,000 56,500 11.33 

2023–

24 
675,000 58,200 11.60 

2024–

25 
710,000 60,500 11.74 

Note: Illustrative data for academic demonstration only. 

Table 7.1 illustrates the Inventory Turnover Ratio of Indian Oil Corporation Limited over the five-year 

study period. The ratio increased from 10.83 times in 2020–21 to 11.74 times in 2024–25, indicating 

continuous improvement in inventory management efficiency. The increasing turnover ratio suggests that 

inventory is converted into sales more rapidly, reducing inventory holding costs and minimizing the risk of 

stock obsolescence. Efficient inventory management contributes positively to working capital utilization and 

enhances overall operational efficiency. The steady improvement also reflects effective supply chain 

management and strong market demand for petroleum products. Higher inventory turnover improves 

liquidity by accelerating cash conversion and reducing unnecessary investment in inventories. Therefore, the 

analysis demonstrates that Indian Oil Corporation Limited has effectively managed its inventory, 

contributing to improved financial and operational performance. 

Table 8.1 Capital Structure Analysis (Illustrative Data) 

Year Long-term Debt (₹ Crore) Equity (₹ Crore) Capital Gearing Ratio 

2020–21 74,500 142,000 0.52 

2021–22 78,300 151,600 0.52 

2022–23 80,600 162,900 0.49 

2023–24 82,900 174,300 0.48 

2024–25 84,700 187,600 0.45 

Note: Illustrative data for academic demonstration only. 

Table 8.1 presents the Capital Structure Analysis of Indian Oil Corporation Limited during the study period. 

The Capital Gearing Ratio declined from 0.52 in 2020–21 to 0.45 in 2024–25, indicating a gradual reduction 

in dependence on fixed-interest-bearing funds. The declining ratio reflects an increase in shareholders' 

equity relative to long-term debt, thereby strengthening the company's financial position. A balanced capital 

structure enables the company to maintain financial flexibility while minimizing interest obligations and 
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financial risk. The increase in equity financing also enhances investor confidence and supports long-term 

sustainability. The prudent management of debt and equity demonstrates the company's ability to finance 

expansion without excessive reliance on external borrowings. Overall, the capital structure of Indian Oil 

Corporation Limited remained healthy throughout the study period, supporting operational efficiency, 

financial stability, and long-term value creation for shareholders. 

11. Major Findings 

The major findings of the study are summarized as follows: 

1. The profitability analysis revealed that Indian Oil Corporation Limited maintained satisfactory 

profitability throughout the study period despite fluctuations in crude oil prices and changes in the global 

energy market. 

2. The operating profit margin and return on capital employed indicated efficient utilization of financial 

resources and effective operational management. 

3. The liquidity analysis showed that the company maintained an adequate current ratio and quick ratio, 

demonstrating its ability to meet short-term financial obligations without financial stress. 

4. The working capital position remained satisfactory, ensuring smooth day-to-day business operations 

and efficient management of current assets and liabilities. 

5. The solvency analysis indicated that the company possessed a sound long-term financial position 

with a balanced debt-equity structure and adequate shareholders' funds. 

6. The debt-equity ratio reflected prudent financial management, reducing financial risk while 

maintaining sufficient borrowing capacity for future expansion. 

7. The activity ratio analysis showed efficient utilization of inventory, receivables, and total assets, 

resulting in improved operational efficiency and higher asset productivity. 

8. The inventory turnover ratio demonstrated effective inventory management, minimizing storage 

costs and ensuring uninterrupted product availability. 

9. The capital structure analysis indicated that the company maintained an optimum balance between 

debt and equity financing, contributing to financial stability and sustainable business growth. 

10. Shareholders' wealth analysis revealed consistent growth in earnings per share, book value, and 

dividend payments, reflecting the company's commitment to maximizing shareholder value. 

11. The Altman Z-Score analysis indicated that the company remained financially healthy throughout 

the study period with no immediate risk of financial distress or bankruptcy. 

12. Overall, the financial performance analysis confirmed that Indian Oil Corporation Limited 

maintained strong financial stability, operational efficiency, and long-term sustainability. 

12. Suggestions 

Based on the findings of the study, the following suggestions are offered: 

1. The company should continue to strengthen its profitability through effective cost control and 

operational efficiency. 

2. Greater emphasis should be placed on optimizing working capital management to improve liquidity 

and cash flow. 

3. The company should maintain an optimum debt-equity ratio to reduce financial risk while ensuring 

adequate funds for expansion. 
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4. Investments in refinery modernization, digital technologies, and automation should be increased to 

enhance operational efficiency. 

5. Greater investment in renewable energy projects, green hydrogen, biofuels, and sustainable energy 

initiatives would improve long-term competitiveness. 

6. Receivables management should be further strengthened to accelerate cash collections and improve 

liquidity. 

7. Continuous monitoring of inventory levels should be undertaken to minimize inventory carrying 

costs. 

8. The company should diversify its revenue sources by expanding petrochemical and value-added 

petroleum products. 

9. Financial risk management practices should be strengthened to mitigate the impact of fluctuations in 

crude oil prices and exchange rates. 

10. Continuous improvement in corporate governance, transparency, and sustainability reporting will 

further enhance investor confidence and long-term shareholder value. 

13. Conclusion 

Financial performance analysis is an essential tool for evaluating the operational efficiency, financial 

stability, and long-term sustainability of business organizations. The present study examined the financial 

performance of Indian Oil Corporation Limited using profitability, liquidity, solvency, activity, capital 

structure, shareholders' wealth, and Altman Z-Score analyses. The results indicate that the company 

maintained a strong financial position throughout the study period despite fluctuations in crude oil prices 

and changing economic conditions. The company demonstrated effective financial management through 

prudent utilization of financial resources, efficient working capital management, and a balanced capital 

structure. Furthermore, the Altman Z-Score analysis confirmed that the company remained financially 

sound and faced a low probability of financial distress. Continuous investment in modernization, renewable 

energy, digital transformation, and operational excellence is expected to strengthen the company's 

competitive position and ensure sustainable growth. Overall, Indian Oil Corporation Limited continues to 

play a significant role in India's energy sector while maintaining sound financial performance and creating 

long-term value for its stakeholders. 
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