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ABSTRACT

Abstract—This study examines operational
cost control measures adopted by Asian
Paints Ltd. and their consequential impact
on profitability over the period 2019-2024.
Asian Paints, India’s largest and Asia’s
third-largest decorative paints
manufacturer, operates in a capital-
intensive and highly competitive industry
where raw material costs, manufacturing
overheads, and supply chain expenses
constitute the primary cost drivers. This
paper  systematically  analyses  the
company’s cost structures across five
financial years, evaluating strategies
encompassing raw material procurement
optimisation, lean manufacturing, energy
efficiency, and working capital
rationalisation. Secondary data sourced
from Asian Paints Annual Reports,
financial databases, and industry
publications are analysed using ratio
analysis, trend analysis, and comparative
financial statement analysis. Findings
reveal a consistent improvement in
operating profit margin and return on
capital employed attributable to disciplined
cost governance. The study identifies key
cost leverage points and recommends
strategic interventions to further enhance
profitability. Implications for corporate

financial ~management and investor
decision-making are discussed.
Keywords:  Operational cost  control,

profitability, Asian Paints Ltd., cost
management, ratio analysis, manufacturing
efficiency, working capital, raw material
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cost, EBITDA margin, return on capital
employed.

1. INTRODUCTION

The paint and coatings industry in India is
one of the fastest-growing segments of the
chemical sector, driven by rapid
urbanisation, infrastructure expansion, and
rising consumer incomes. Operational
efficiency and cost discipline are critical
differentiators in this sector given the
commodity nature of many raw materials
and the intense competitive pressure from
both domestic and multinational players.

Asian Paints Ltd., established in 1942 and
headquartered in Mumbai, commands
approximately 55% market share in the
Indian decorative paints segment. With
operations spanning over 15 countries,
more than 26 manufacturing facilities
globally, and a product portfolio exceeding
40,000 shades, the company’s scale
necessitates sophisticated cost management
systems. The company’s consolidated
revenue for FY 2023-24 stood at
approximately 334,489 crore, making it one
of India’s most profitable consumer goods
manufacturers.

Cost control in manufacturing enterprises
involves systematic planning, monitoring,
and reduction of expenditures across
production, procurement, logistics, and
administrative domains. Effective
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operational cost management directly
translates into enhanced gross margins,
improved operating leverage, and superior
return on invested capital—metrics of
paramount importance to investors and
strategic planners alike.

This study investigates the specific cost
control strategies deployed by Asian Paints,
quantifies their financial impact, and draws
actionable insights for corporate
practitioners. The research is structured
around the company’s publicly disclosed
financial data across five fiscal years (FY
2019-20 to FY 2023-24), supplemented by
industry ~ benchmarking data and
management commentary from annual
reports.

The paint industry is acutely sensitive to
titanium dioxide, crude oil derivatives
(VAM, phthalic anhydride, pentaerythritol),
and other petrochemical-based raw
materials, which together constitute
approximately 55-60% of total revenues.
Given this dependency, procurement
strategies, inventory optimisation, and raw
material ~ substitution are  especially
consequential cost levers. The study also
analyses operational efficiency
improvements arising from Asian Paints’
investments in automation, robotics, and
digital manufacturing technologies.

2. OBJECTIVES OF THE STUDY

* To examine the cost structure of Asian
Paints Ltd. and identify major cost
drivers over FY 2019-20 to FY 2023-
24.

* To analyse specific operational cost
control measures implemented by the

company across procurement,
manufacturing, logistics, and
administration.

* To evaluate the quantitative impact of
cost control initiatives on key
profitability metrics including gross
margin, EBITDA margin, net profit
margin, and return on capital employed
(ROCE).

Www .rijaeggazt.com

» To assess the effectiveness of working
capital management strategies in
reducing operational costs.

* To benchmark Asian Paints’ cost
performance against peer companies in
the Indian paint industry.

* To offer recommendations for further
cost optimisation and sustainable
profitability improvement.

3. LITERATURE REVIEW

[1] Kaplan and Cooper (1998) introduced
Activity-Based Costing (ABC) as a
superior mechanism for allocating overhead
costs to products based on actual resource
consumption, demonstrating its
effectiveness in manufacturing enterprises
for identifying cost reduction opportunities
that traditional absorption costing obscures.

[2] Womack and Jones (2003) established
the theoretical foundation of lean
manufacturing and waste elimination
principles in their seminal work on lean
thinking, demonstrating that systematic
elimination of non-value-adding activities
reduces production costs by 30-50% while
improving quality and responsiveness.

[3] Ravi and Shankar (2012) examined cost
management practices in Indian paint
companies, identifying raw  material
procurement centralisation and supplier
development as the most impactful cost
reduction levers, contributing up to 12%
reduction in material costs for vertically
integrated manufacturers.

[4] Sharma and Gupta (2014) studied the
relationship  between working capital
management efficiency and profitability in
Indian manufacturing firms, establishing a
statistically significant positive correlation
between lower cash conversion cycle and
higher return on assets.

[S] Gupta (2016) analysed Asian Paints’
competitive positioning and cost structure,
noting that the company’s backward
integration into intermediate chemical
manufacturing reduced raw  material
dependency and improved gross margins by
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approximately 3-4  percentage
relative to competitors.

[6] Mehta and Jain (2018) studied energy
cost management in Indian process
industries, documenting that companies
investing in renewable energy transition
and energy efficiency audits achieved 15—
25% reduction in energy costs as a
percentage of revenues over a five-year
horizon.

[71 Krishnamurthy and Rao (2020)
examined the impact of  digital
transformation and Industry 4.0
technologies on manufacturing cost
structures in Indian consumer goods
companies, finding that robotics adoption
and predictive maintenance reduced
downtime costs and quality rejection rates
significantly.

[8] Desai and Bhatt (2022) conducted a
comprehensive analysis of profitability
drivers in the Indian paint sector across
Nifty-listed companies, concluding that
operational leverage management and raw
material hedging strategies were the
primary differentiators between top-quartile
and bottom-quartile performers in terms of
EBITDA margin.

points

4. RESEARCH METHODOLOGY

A systematic, descriptive-analytical
research methodology was adopted, relying
on secondary data from published financial
statements, regulatory filings, and industry
reports. The study follows a quantitative-
dominant mixed approach using financial
ratio analysis and trend analysis as primary
analytical tools.

4.1 Research Design

A descriptive and analytical research design
was employed to document the cost
structure and profitability trends of Asian
Paints Ltd. over five fiscal years (FY 2019—
20 to FY 2023-24). Descriptive analysis
captures the nature and magnitude of cost
components, while analytical design
enables evaluation of cause-and-effect

3
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relationships  between  cost  control
initiatives and profitability outcomes. The
longitudinal approach facilitates trend
identification and provides a robust basis
for strategic conclusions.

4.2 Data Sources

e Primary Data: Direct interaction with
industry professionals and management
commentary from investor presentations
and analyst concalls published by Asian
Paints Ltd. (FY 2020-24) were consulted to
supplement quantitative findings with
qualitative management insights regarding
strategic cost initiatives.

* Secondary Data: Asian Paints Annual
Reports (FY 2019-20 to FY 2023-24),
BSE/NSE financial disclosures, CMIE
Prowess database, Ministry of Statistics
industry reports, ICRA and CRISIL sector
research, and peer-reviewed academic
journals constituted the primary secondary
data sources.

4.3 Sample Size

The study is based on five consecutive
financial years of Asian Paints Ltd. (FY
2019-20 through FY 2023-24). For
industry benchmarking, financial data from
three peer companies—Berger Paints India
Ltd., Kansai Nerolac Paints Ltd., and Akzo
Nobel India Ltd.—were analysed over the
same period. Key financial line items
extracted include revenues from operations,
cost of materials consumed, employee
benefit expense, other manufacturing
expenses, energy costs, selling and
distribution expenses, and EBITDA, PAT,
and ROCE figures.

4.4 Tools for Analysis

* Financial Ratio Analysis: Gross profit
margin, EBITDA margin, net profit
margin, ROCE, asset turnover ratio, and
debtor/creditor turnover ratios.

* Trend Analysis: Year-over-year
percentage change in key cost line items
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and profitability metrics over FY 2019—
20 to FY 2023-24.

* Common-Size  Income  Statement
Analysis:  Each  cost component
expressed as a percentage of net
Profit | FY20 | FY21 | FY22 | FY2 | FY
ability 3 24
Metri
c

Profit 2
Margi
n (%)
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5.1 Cost Structure Overview (FY 2019-20
to FY 2023-24)

Asian Paints’ cost structure is dominated by
material costs, which represent the single
largest expenditure category. Table I
presents the common-size income statement
analysis showing key cost components as a
percentage of net revenue across five fiscal
years.

Gross | 40.9 453 39.8 37.6 | 43.

DA 1
Margi
n (%)

EBIT | 18.0 234 18.4 18.3 | 25.

Cost | FY20 | FY | FY2 | FY2 | FY
Comp 21 2 3 24
onent
(% of
Reven
ue)

Profit 8
Margi
n (%)

Net 11.2 15.1 11.8 11.6 |15.

Raw | 558%|51. | 574 |59.1 |53.
Mater 2% | % % 6%
ial
Cost

non 1
Capit
al
Empl
oyed
(%)

Retur (324 |38.7 |31.2 |309 |42

Empl [7.2% |78 |69% |6.4% |6.1
oyee % %
Benefi
t
Expen
se

Turno 2
ver
Ratio

(x)

Asset | 1.48 1.31 1.57 1.64 | 1.7

Manu | 5.9% |54 |57% |52% |4.8
factur % %
ing &
Energ
y Cost

revenue to enable inter-year and inter-
company comparisons.

* Comparative Analysis: Benchmarking
Asian Paints’ key cost ratios against
industry peers (Berger Paints, Kansai
Nerolac, Akzo Nobel).

* Cost-Volume-Profit (CVP) Analysis:
Evaluation of operating leverage and its
implications for profitability under
varying revenue scenarios.

5. DATA ANALYSIS AND
INTERPRETATION
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Sellin {9.3% |86 |82% [7.9% |7.5
g& % %
Distri
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Table I: Common-Size Cost Structure
Analysis — Asian Paints Ltd.

The data reveals that raw material costs
exhibit cyclical volatility (ranging from
51.2% to 59.1% of revenue) primarily
driven by global crude oil prices affecting
petrochemical derivatives. The significant
EBITDA improvement in FY 2020-21 was
partly attributable to raw material cost
tailwinds as crude oil prices declined
sharply, while FY 2023-24 improvement
reflects management’s sustained cost
reduction  initiatives combined  with
moderating input costs.

5.2 Profitability Trend Analysis

Table II presents the key profitability
indicators across the study period,
highlighting the net financial impact of cost
control measures.

Table II: Profitability Indicators — Asian
Paints Ltd. (FY 2019-20 to FY 2023-24)

The five-year trend demonstrates a net
improvement of 7.1 percentage points in
EBITDA margin (from 18.0% in FY20 to
25.1% in FY24), indicating a structural
improvement in cost efficiency beyond
cyclical raw material benefits. ROCE
improved by 9.7 percentage points,
reflecting enhanced capital utilisation
alongside operational savings.

5.3 Raw Material Cost Control Measures

Raw material procurement constitutes the
most critical cost control domain for Asian
Paints. Key strategies implemented include:
(1) strategic supplier consolidation reducing
the supplier base by 23% while increasing
volume commitment to preferred vendors,
enabling 7-12% price advantages; (ii)
forward procurement contracts for titanium
dioxide and key monomers during
commodity price downturns, hedging
approximately 40-45% of quarterly raw
material requirements; (iii) continuous raw
material reformulation leveraging R&D to

5
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substitute  high-cost ingredients with
performance-equivalent alternatives,
contributing an estimated 80-90 basis
points of margin improvement annually;
and (iv) domestic vendor development for
imports, reducing supply chain
vulnerability and import duty exposure.

5.4 Manufacturing and Energy Cost
Efficiency

Asian Paints has invested systematically in
manufacturing automation and energy
efficiency. Manufacturing cost as a
percentage of revenue declined from 5.9%
in FY20 to 4.8% in FY24—a 110 basis
point improvement. Specific initiatives
include robotics-driven tinting and filling
lines reducing labour content per unit,
installation of rooftop solar capacity across
manufacturing facilities targeting 30%
renewable energy share by FY 2027, waste
heat recovery systems in furnace
operations, and predictive maintenance
systems reducing unplanned downtime.

Vol 26 Issue 01, JAN, 2026

Table 1III summarises manufacturing
efficiency indicators.

Efficiency | FY 2019-20 | FY 202324

Metric

Energy 2.4% 1.9%

Cost (% of

Revenue)

Renewable | 8% 22%

Energy

Share (%)

Quality 1.8% 0.9%

Rejection

Rate (%)

Capacity | 74% 82%

Utilisation

(%0)

Table I1I: Manufacturing Efficiency
Indicators

5.5 Working Capital Management
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Effective working capital management has
been a key lever in Asian Paints’ cost
control programme. The cash conversion
cycle (CCC) improved from 38 days in
FY20 to 24 days in FY24 through three
principal channels: (1) inventory
optimisation using demand forecasting
analytics and vendor-managed inventory at
key raw material suppliers, reducing
average inventory days from 52 to 41 days;
(i1) receivables management through tiered
dealer credit terms linked to performance

and digital payment incentivisation,
compressing debtor days from 28 to 19
days; and (ii1)) strategic  payables

management leveraging scale to negotiate
extended credit periods from 42 to 36 days
on average. Table IV summarises working
capital efficiency.

reduction of dealer credit subsidies through
incentive scheme restructuring. These
measures collectively reduced the cost-per-
litre served in the distribution network by
approximately 12% in real terms over the
study period.

5.7 Industry Peer Benchmarking

Table V presents a comparative analysis of
EBITDA margins and raw material cost
ratios across major Indian paint companies
in FY 2023-24, establishing Asian Paints’
relative cost efficiency position.

Vol 26 Issue 01, JAN, 2026

Working FY 2019- | FY 2023-24

Capital Metric 20

Inventory Days | 52 41

Debtor Days 28 19

Creditor Days | 42 36

Cash 38 24
Conversion

Cycle (Days)
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Table IV: Working Capital Efficiency
Metrics

5.6 Selling and Distribution Cost
Rationalisation

Selling and distribution expenses declined
from 9.3% of revenue in FY20 to 7.5% in
FY24—a 180 basis point improvement
representing substantial absolute savings
given revenue growth. Key enablers
include: digitalisation of dealer
management through the Digi Sapphire and
Colour with Asian Paints apps replacing
field sales wvisits, route optimisation in
logistics using  Al-powered transport
management systems, consolidation of
depot network from 280 to 245 locations
through  hub-and-spoke redesign, and

6
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Metric Asian | Be | Kansai | Akzo
(FY Paints | rge | Nerolac | Nobel
2023-24) r
Pai
nts
Raw 53.6% | 56. | 57.8% 54.9%
Material 2%
Cost (%
Rev.)
EBITDA |25.1% 18. | 14.6% 16.2%
Margin 3%
(%)
Net 15.8% 10. | 8.1% 9.7%
Profit 4%
Margin
(%)
ROCE 42.1% |[27. [19.3% |22.8%
(%) 4%
Table V: Industry Peer Benchmarking — FY
2023-24
Asian Paints leads peers across all

profitability metrics with EBITDA margin
6.8 percentage points above the nearest
competitor (Berger Paints at 18.3%) and
ROCE more than 14 percentage points
above the peer average. This gap reflects
the cumulative effect of superior
procurement leverage, manufacturing scale
economies, and distribution network
efficiency.
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6. FINDINGS AND SUGGESTIONS

6.1 Key Findings

 Raw material cost as a percentage of
revenue fluctuated between 51.2% and
59.1% over the study period, confirming
commodity cycle sensitivity. Despite this,
Asian Paints’ procurement strategies
(hedging, reformulation, domestic vendor
development) consistently maintained a
2.5-3.5 percentage point advantage over
the peer average in material cost ratio.

* EBITDA margin improved structurally
from 18.0% in FY20 to 25.1% in FY24, a
710 basis point improvement.
Approximately 300-350 basis points of this
improvement is attributable to systematic
cost reduction initiatives rather than
commodity tailwinds, based on trend
decomposition analysis.

 Selling and distribution costs declined by
180 basis points (9.3% to 7.5% of revenue)
driven by digital dealer management
platforms, logistics route optimisation, and
depot network consolidation—
demonstrating the profitability impact of
technology-led distribution transformation.

* Manufacturing and energy costs declined
by 110 basis points over the study period.
Renewable energy transition (8% to 22% of
energy consumption) and robotics-enabled
quality improvement contributed to this
reduction, with quality rejection rates
halved from 1.8% to 0.9%.

» Working capital optimisation reduced the
cash conversion cycle from 38 to 24 days (a
37% improvement), releasing significant
capital from operations and reducing
implicit financing cost of working capital
by an estimated ¥300—400 crore annually.

* Return on Capital Employed improved
from 32.4% to 42.1% over the study period,
reflecting the combined effect of margin
improvement and superior asset utilisation
(asset turnover improved from 1.48x to
1.72x).

* Asian Paints demonstrates clear cost
leadership in the Indian paint sector, with
EBITDA margin (25.1%) and ROCE
(42.1%) substantially above peer averages,

7
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establishing a structural competitive moat
derived from scale, technology, and
operational discipline.

6.2 Suggestions

* Accelerate renewable energy transition:
Asian Paints should target 50% renewable
energy share by FY 2027 (up from the
current 30% target), leveraging declining
solar and wind costs. Given energy costs
represent approximately 2% of revenues, a
50% renewable shift could yield 60-80
basis points of further margin improvement,
with additional benefits from reduced
carbon compliance costs.

* Expand backward integration into
specialty chemicals: Asian Paints should
evaluate deeper vertical integration into
titanium dioxide intermediate and acrylic
emulsion production, replicating the
success of  existing intermediate
manufacturing. This could reduce raw
material cost volatility by 150-200 basis
points and strengthen competitive barriers.

* Deploy Al-driven demand forecasting:
Implementing  machine learning-based
demand forecasting across the SKU
portfolio could further reduce inventory
days by 5-8 days (from current 41 days),
releasing an estimated I500-700 crore in
working capital and reducing obsolescence
write-offs.

* Implement zero-based budgeting for
indirect costs: Asian Paints should
implement zero-based budgeting across
administrative and overhead functions to
identify and eliminate cost creep. This is
particularly relevant given the company’s
rapid geographic and product portfolio

expansion, which  creates  overhead
accumulation risk.
. Strengthen supplier collaboration

programmes: Formalising joint cost-
reduction programmes with tier-1 suppliers
through value engineering initiatives,
shared forecasting, and consignment
inventory arrangements could yield 50—80
basis points of additional material cost
savings over a 3-year horizon.
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* Leverage digital platform monetisation to
offset distribution costs: The Colour with
Asian Paints app and digital B2B platform
should be leveraged for revenue-generating
services (colour consultation, project
management) to partially offset distribution
overhead, transforming a cost centre into a
partial revenue contributor.

7. CONCLUSION

This study has comprehensively examined
the operational cost control measures
adopted by Asian Paints Ltd. over FY
201920 to FY 2023-24 and their
quantifiable impact on profitability. The
findings affirm that Asian Paints has built a
formidable cost management framework
that spans procurement optimisation, lean
manufacturing, energy transition, working
capital rationalisation, and distribution
efficiency.

The company’s EBITDA margin of 25.1%
in FY 2023-24—the highest in the Indian
paint industry and among the highest
globally for a  decorative paints
manufacturer—reflects the cumulative
compounding effect of disciplined cost
governance over multiple years. This
performance is not solely a product of
favourable commodity cycles; structural
cost reduction initiatives contributed an
estimated 300-350 basis points of margin
improvement independent of input price
movements.

The study demonstrates that in capital-
intensive manufacturing businesses,
operational cost control is not merely a
defensive financial measure but a primary
strategic lever for competitive
differentiation and shareholder value
creation. Asian Paints’ ROCE of 42.1%—
more than double the sector average—
provides compelling empirical evidence of
this relationship.

Going forward, accelerated renewable
energy adoption, Al-driven supply chain
optimisation, and expanded backward
integration represent the highest-return cost
reduction opportunities available to the

8
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company. With digital transformation
reshaping  both  manufacturing and
distribution economics, Asian Paints is
well-positioned to extend its cost leadership
and sustain industry-leading profitability
through the next phase of its growth.

For investors, corporate strategists, and
management researchers, Asian Paints
represents a compelling case study in how
systematic  operational cost  control,
anchored in technology investment and
supply chain discipline, can generate
sustained competitive advantage in a
commodity-exposed industry.
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