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Editorials

I feel delighted to present before you precisely compiled and diligently worked
upon issue number two of volume four of the International Journal of Applied Management
Research. The present issue of the journal assisted by undeniable confidence in its quality
content and it has potential to provide the desired research impetus to the budding
researchers.

Research paper work is certainly a painstaking and is a hard work in reality and it
requires great patience and control. There can be several factors that affect the quality and
the outcome of the research. Therefore, it requires meticulousness to maintain its quality.
The research papers are meant to help researchers, both in industry and academics to first
know what is going on in a particular field of research and second to innovate and solve
problems that exist.

The present issue is an assemblage of eight number of research papers which after
the review process have found a coveted place in the current issue of our journal of the
department. These papers addressed diverse issues of relevance relating to management
and social sciences. In our pursuit for quality and dedicated cause to bring about a revolution
in management research, we have evolved dynamic and constructive efforts in the
publication process. The embracing of the entire review process, right from submission of
papers for publication, review procedures to final acceptance, the editorial board has
acknowledged and shall remain grateful to the academic fraternity. Here, it is to put on
record that without the untiring support and serious efforts offered by our editor, consulting
editor, associate editors and editorial assistants, this issue of the journal would not have
been published in the stipulated time.

I would like to place on record my earnest appreciation to our colleagues who have
contributed their valuable research papers and who have shown overwhelming response
and keenness to associate with us as our esteemed reviewers. These accomplishments on
the road to excellence serve as a strong motivator for our vision. The editorial board has
presumed the enormous responsibility of persistent commitment to the cause of academics
in general and research work in particular. The quires, creative encouragements and sincere
feedback can bring us closer to our goal.

With warm wishes

(J. U. Ahmed)
Chief Editor, JAMR
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Influence of Information Asymmetry on land value perception

Maya Kant Awasthi
Professor

Indian Institute of Management, Lucknow -226013, India

ABSTRACT :

Rural and Agricultural economy in India centered around agricultural land
resource as it is prime source of livelihood support for village communities. For
resource poor farmers such as small and marginal farmers land is a critical asset
for maintaining their social, economic and food security. In fact, it is observed
thatlocal farmland market is an important driver of rural transformation (Deiniger,
Savastano, Xia, 2016). As a natural consequence of this criticality of land for a
farmer, land has multiple utilities. Ownership of land is symbol of their social
standing, it has collateral value and serves as reserve capital assets to be used
during emergencies (Awasthi 2005). Land is demanded at the macro level. At the
macro level there are two important sources of land demand ie., industry and
government. The industry need land for setting up industrial facilities whereas,
government need land for undertaking various developmental activities such as
infrastructure development and public services. On supply side, individual land
owners are allowed to buy and sale land as any asset traded in the market except
in case of socially vulnerable groups such as SC and ST where, land trading is
allowed with certain restrictions. However, Government can acquire any amount
of land for public purpose. Since public purpose is not properly defined in Indian
land acquisition act, land can be acquired for any purpose government chooses to
use the land for. In fact, land acquisition by the government cannot normally be
challenged. Farmers whose land has been acquired are allowed to challenge only
amount of compensation to be provided for their land. In a situation when buyer
of land is Government, valuation of land becomes a critical issue. Therefore, for
such scarce and highly valuable resource there is urgent need to evolve an effective
land valuation methodology.

Usual approach of the government is to determine land price based on the recorded
traded price of the base land and then add the value of other assets on the land
such as a fence, house, well and tube wells or trees Recent land valuation studies
indicated that under valuation of agriculture land because of non-inclusion of
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value of non-tangible gains from land is very common (Morris2004; 2006; 2007).
Such under valuation of land provides very strong incentive to acquire excess
land by the government. A natural consequence of this is uncertainties, risks,
delays related to land acquisition, protest sand resistance on the part of the land
owners of land (Asif1999, Morris2004; 2006; 2007). Therefore, there is no surprise
that any attempt by the government to acquire land for public use attract resistance
from the owner of the land. As a matter of fact, land acquisition and rehabilitation
have been issues around which much political mobilization and protest against
the state have taken place in India and continue todoso. Singur, Nandigram, Noida,
Orissa and Goa all are very recent examples of such public resentment in land
acquisition process. It also provides an interesting paradoxical situation where
marginal product of labour in agriculture is reaching close to zero, and many small
and marginal farmers are finding that their small land holdings has become
uneconomical for cultivation. (Awasthi 2005, Shanin 1971). Present study therefore,
attempts to develop a land valuation model which can capture true values of all
tangible and non-tangible factors and reflective of ground realities of agricultural
land market.

Study specifically aimed at following two objectives.

1. Toidentify factors which influences agricultural land buying and land sale decisions
2. To develop a land valuation model which can capture values of all tangible and
non-tangible land value influencing factors and reflective of ground realities

2. METHODOLOGY :

2.1. Composition of sample of respondents

Study is based on both primary and secondary information. Stratified random
sampling technique was used for collecting primary data. For sampling purpose, owners
of agricultural land were categorized under large medium, small and marginal category.
From these groups, a proportionate random sample of all the categories of farmers have
been drawn for this study.

In the first stage of sampling process, two districts namely, Sitapur and Barabanki
were purposively selected for this study. In the second stage, on the basis of concentration
of land market, a random sample of 4 blocks has been drawn from the Sitapur district
whereas, from the Barabanki district a sample of 3 blocks has been drawn. In third stage
of sampling a random sample of 22 villages and 20 villages have been drawn from 4 blocks
of Sitapur district and 3 blocks of Barabanki districts respectively. In the final stage all
farmers who have bought or sold the land in last 3 years have been obtained.
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2.2 Analytical Framework :

Information collected under the study was compiled, processed and analyzed
for making appropriate inferences. Analytical framework used in this study is

explained below.

Based on literature review and personal field observations an empirical model has
been conceptualized for identifying of land value influencing factors. The important
variables considered to be determinants of land valuation are socio-demographic factors
such as age, education, no. of working members, social category, average monthly income,
farming characteristics such as: land holdings, land fit to growing cash crops, crop yield,
cropping intensity, and land use characteristics such as: assured irrigation facility, average
distance between farmland and main road. For the study, a logit model of following form

was developed.

Logit (P) = In [P,/ (1" P)] = d+d, AGE+ 4,EDU+ &, SOC+ 4, WKMEB+ d_ INC+

4, LNDHOL+ 4, CASCRP+ d,YIELD+ 4, CROPINT+
4, ROAD+ i, IRRG+ d

Where:

P.- Probability of the dependent variable taking a value of 1.
i - Number of respondents (1.....N)

a - Constant

a - Regression coefficient

d - Error

Table : 1
Descriptive statistics of variables used in the regression analyses

Code Description of variables Mean SD
Dependent variables

LANDVAL Land value/rate (1 if >3.5 lack per hectare, 0-Else). 0.27  0.449
Independent Variables

AGE Age (1 if <35 years, Else-0) 044  0.502

EDU Education (1 if Graduate and above, Else-0) ) 0.46  0.505

SOC Social category (1if SC/OBC-1, Else-0) 0.73  0.449

WKMEB  No. of working members (1 if >3 members, Else-0) 056  0.502
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INC Monthly household’s income (1 if Rs.15000 per 039 0494
month, Else-0)
LNDHOL Land holdings 1.35 1177
CASCRP  Land fit to growing cash crop (1 if yes, Else-0) 0.37  0.488
YIELD Crop yield (1 if very high, Else-0) 049  0.506
CROPINT  Cropping intensity (1 if >200, Else-0) 037  0.488
ROAD Close to road (1 if yes, Else-0) 029 0461
IRRG Assured irrigation (1 if yes, Else-0) 012  0.331

3.0 RESULTS AND DISCUSSION :

3.1 Profile of the Study area
Analysis of the study area was carried out to understand prevailing environment
of farm land market and its dynamics.

3.1.1 Profile of Barabanki District

The district of Barabanki also known as the ‘Entrance to Poorvanchal’,is an eastern
region districts in Faizabad division of the state of Uttar Pradesh. It lies between 26°32’
and 27°21" N and between longitudes 80°05" and 81°51". District is endowed with the river
Ghaghra. Faizabad, Sultanpur, Raebareli, Lucknow, Sitapur, Bahraich and Gonda districts
are adjoining districts of Barabanki district .

The district lies in the basin of river Ganga in the State of Uttar Pradesh. District
has moderate climatic conditions. Land utilization pattern of the district Barabanki indicates
that 64.2% of the total geographical area of the district is under agricultural use. Out of the
total cultivated area, 65.7% area is sown more than once. District has about 166 % cropping
intensity. In the district, 55.5% of the total cultivated area is under irrigation. The main
crops cultivated in the districts are wheat, paddy, barley, potato, sugarcane, gram, maize,
jwar, mustard and oil seeds. Proportion of crop area under rabi, kharif and jayad crops is
74.8%, 79.5% and 11.3%, respectively. As per 2001 census, the total population of the
district was 26.7 Lac. The sex ratio (i.e., the number of females per thousand male) of
population is abysmally low at 887. Total women literacy of the district is only 35.6%.

Review of macro data of Barabanki distric indicate that district has fairly good
agricultural production environment and supporting infrastructure for agribusiness and
rural enterprises. Under such environment, demand for land in rural areas is naturally
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very high and land provide good foundation for a vibrant agricultural land sales and
rental market in the district (Awasthi 2014).

3.1.2 Profile of Sitapur District

Review of history of Sitapur district reveal that Sitapur district was established by
the great king Vikarmaditya after the name of Lord Ram’s wife Sita. This district is endowed
with River Gomti which makes the boundary from west to south of the districts. Lucknow,
Hardoi, Lakhimpur, Baraich districts makes the boundary of the district. The river Ghagra
seprates district Sitapur from Bahraich district.

The district is divided into six tehsils i.e., Sitapur, Biswan, Mishrikh, Laharpur,
Mahmoodabad and Sidhauli. For developmental purpose it has been further divided into
19 developmental blocks. District has a homogeneous land use pattern across the district.
As per 2001 census survey, Sitapur had a total population of 3,619,661. In the population,
males constitute 53% of the population and females 47%. The district has an average literacy
rate of 48% (male literacy 60.1%, female literacy 35.6% ). The district had an average
household size of approx 6 family members. Farming is main livelihood source in the
district.

3.2 Profile of the Land owners

4.2.1. Age profile of farmer

A close look of age profile of farmers indicate that majority of farmers are young ie.
under 25-40 years age group. Proportion of farmers under unproductive age group (> 60
years) is maximum in case of small farmers. In this category little over 28 % farmers are
above 60 years age (Table 2).

Table :2
Proportion of farmers in different age groups (%)

SIL Category of Farmer <25 25-40 40-60 >60 Total
No. years years  years Yyears
1 Marginal framers (<1 ha) 135 404 34.8 11.2 100
2 Small Farmers (1-2 ha) 12.5 25.0 344 28.1 100
3 Medium Farmers (2-4 ha) 121 333 51.5 3.0 100
4 Large Farmers (>4 ha) 0 50.0 37.5 12.5 100
Total 123 364 38.3 13.0 100
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4.2.2. Education profile of farmers

The education profile of the farmers in the study area reveals that there is strong
correlation between literacy rate and landholding size. Majority of farmers who have been
to school have studied upto 8" standard only. Results of study also reveal that farmers
with larger land holdings are better educated. Strong positive link between land holding
size and education level can be attributed to greater awareness, high income and better
access to education. The highest percentage of farmers that have at least passed intermediate
and many of them pursued higher education too (Table 3).

Table :3
Education profile by landholdings (%)

Sl. Category of Farmer illiterate  under 9-10 11-12 >12 Total
No. pri-8std  std std std
1 Marginal Farmer 31.5 53.9 5.6 2.2 6.7 100
2 Small Farmer 25 43.8 9.4 12.5 9.4 100
3  MNedium Farmer 15.2 51.5 6.1 18.2 9.1 100
4  Large Farmer 0 37.5 0 37.5 25 100
Total 25.3 50.6 6.2 9.3 8.6 100

4.2.3. Income profile of farmers

Results presented in Table-4suggests that majority of farmers earn total annual
income below Rs. 50000. And about 25 percent farmers earn less than Rs. 10000 per year.
Whereas, only about 5 percent farmers earn more than one lakh per year.

Table : 4
Income profile of farmers (Family income Rs /Year)

Sl. Category of Farmer <10000  10000-  50001- 100001- >500000 Total
No. 50000 100000 500000
1 Marginal Farmar 38.2 55.1 3.4 3.4 0 100
2 Small Farmer 12.5 75.0 6.3 6.3 0 100
3  Medium Farmer 9.1 75.8 9.1 6.1 0 100
4  Large Farmer 0 37.5 50 0 12.5 100
Total 25.3 62.3 7.4 4.3 0.6 100
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4.2.4. Cropping pattern

Study findings related to cropping pattern revealed that t Wheat, Paddy and
Sugarcane based crop rotations are very popular in the study area. Whereas, large farmers
prefer high cost and high value crops like peppermint in their crop mix. Study area therefore,
clearly indicate preference for high value crops. Choice of high value crop results in
increased level of risk in agriculture in study area.

Table : 5
Crop rotation practices used by farmers

SIL Crop rotation Percent of farmers adopting
No. Marginal Small Medium Large
Farmer Farmer Farmer Farmer

1 Wheat-Paddy 67.7 16.1 16.1 0
2 Wheat-Mustard-Peppermint-Paddy  29.2 12.5 45.8 12.5
3 Wheat-Peppermint-Paddy 40 20 30 10
4 Sugarcane 35.7 14.3 28.6 214
5 Wheat-Masur-Paddy 50 30 10 10
6 Wheat-Mustard-Masur-Paddy 66.7 33.3 0 0
7 Arher 55.6 44.4 0 0
8 Wheat-Mustard-Paddy 100 0 0 0
9 Others* 42.9 28.6 28.6 0

*Wheat-Mustard-Masur, Wheat-Mustard-Masur-Peppermint-Paddy, Wheat-Paddy-
Mustard-Peppermint, Gram-Wheat-Masur-Paddy, Wheat-Masur-Peppermint-Paddy,
Wheat-Mustard-Peppermint-Channa, Wheat-Paddy-Gram, Wheat-Peppermint.

4.3 Reasons for sale/buy decision of agricultural land

Factor which influences land buying and selling decisions have been identified in
the earlier study carried out in the Bundelkhand region of U.P. Under present study these
factors have been cross verified using qualitative data collection tools such as FGD. Results
of the study suggest that different categories of farmers sell their land for different reasons.
Impulsive factors such as social ceremonies, gambling and addiction, family needs, loan
payments, uneconomic land holdings, attractive land prices, investment needs, migration
to urban centers, and problems with land supervision emerged as important reasons (Table
6). These research findings broadly confirms findings of earlier studies (Awasthi 2005,
2009).
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Table : 6
Reasons for land Sales Decision under different farmers category
Factor Total land holding by types of farmers
Marginal Small Medium Large Total Percent of
Farmer Farmer Farmer Farmer total
respon-
dents
Impulsive ( Gambling, 5 8 1 0 14 9.72
addiction, etc)
Social ceremonies 24 25 6 3 58 40.28
Family need 50 35 12 2 99 68.75
Loan payments 40 25 12 2 79 54.86
Uneconomic land holding 10 13 7 2 32 22.22
Attractive price of land 7 9 1 0 17 11.81
Land supervision problem 11 2 3 0 16 11.11
Migration to urban areas 15 6 3 0 24 16.67
Investment needs 1 2 0 0 3 2.08

REASONS FORBUYING AGRICULTURAL LAND

Results of the study suggest that farmers are essentially buying land for crop
cultivation, safe investment avenue, increasing income of farmers and utilization of family
work force (Table 7). These findings of the study broadly confirm findings of earlier studies
(Awasthi 2005) that there is no major change in dynamics of farm land market in last few
years.

Table: 7
Reasons for Buying agricultural land by different farmers

Factor Total land holding by types of farmers
Marginal Small Medium Large Total Percent of
Farmer Farmer Farmer Farmer total
respon-
dents
Agriculture/ Farming 41 33 14 1 89 61.81
Setting up small Industry 4 8 1 0 13 9.03
Land for Housing 10 10 3 1 24 16.67
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Investment 37 33 10 1 81 56.25
Utilization of family work force 29 18 3 1 51 35.42
Improve family income 36 19 9 4 68 47.22
Capacity Utilization of farm 5 12 8 1 26 18.06

machinery (Tractor, bullock-cart,
Thressure Pumpset etc.)

REGRESSION ANALYSIS :

Logit analysis was performed using the SPSS 15.0 to estimate prevalent odds ratios
and evidence of significant relationship between dependent and independent variables.
The results of the binary logistic regression using the land value as a dependent variable
and independent variables of age, education, income, social category, land holdings,
growing cash crops, crop yield, cropping intensity, closeness to road, and assured irrigation
facility. Logit models has been interpreted using Odds and Odds ratios. The degree of
impact of the independent variables is reported by effect-coefficients Exp(B) which indicate
the change of the odds ratio when the independent value increases for one unit. The
estimated coefficients B’s are measures of the changes in odds ratio.

Findings of the study suggest that the model is a reasonably good fit as indicated
by the summary statistics. The chi-square statistic for the model is 26.42, which is significant
at1 percent level of significance(p< 0.01) and Nagelkerke R? (0.691) indicates an adequately
goodness of fit. The estimated logit model correctly predicted 95.1% of respondent’s views.

Table : 8

Binary regression results for land valuation
Independent variables B S.E. Wald Exp(B)
Socio-demographics
Age 3.864* 2.084 3.437 47.647
Education 2.796* 1.694 2.724 16.379
Social category -3.415* 1.897 3.239 0.033
No. of working members 2.108 1.516 1.933 8.230
Monthly household income 3.647* 1.943 3.523 38.364
Farming characteristics
Land holdings 0.151 0.691 0.048 1.163
Land fit to growing cash crop 0.771 1.461 0.279 2.162
Crop yield 3.997* 2.289 3.048 54.411
Cropping intensity 4.309** 2.058 4.383 74.366
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Land use characteristics

Close to road 4.479** 1.930 5.387 88.113
Assured irrigation 1.848 2.116 0.763 6.344
Model Statistics

Constant -11.867 5.055 5.512 0.000
-2 Log likelihood 21.265

Cox & Snell R? 0.475

Nagelkerke R? 0.691

Chi-Square 26.423***

Correct prediction (%) 95.10

Significant. level ***1% **5% *10%

Results of the study indicate that the age, income and social status has positive
impact on land valuation. Other important factors which have significant impact on land
value are farming characteristics such as crop yield, cropping intensity and land use
characteristic such as distance of farmland and location of farm land.

5. SUMMARY AND CONCLUSIONS :

Study clearly establish criticality of factors such as age, education, social category,
income level, productivity of land, cropping intensity and approachability of land as
significant factors which influences price of land. As these factors vary from farmer to
farmer, land valuation has to be farmer specific activity. One of the important finding of
this study is that same peace of land may have different value to different farmers. Area
approach of deciding the land price is therefore not a very effective technique of land
valuation as being practiced at present.
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ABSTRACT:

The tourism sector is one of the most attractive and fastest growing economic sectors
globally with socio-economic impacts that primarily manifest through tourism
entrepreneurship. Accordingly, an inquiry into tourism entrepreneurship with a focus on
entrepreneur’s socio-economic outcomes in terms of impact learning and policy implications
is most appropriate. The study is focused on Meghalaya, India and applies an experimental
comparison methodology with the application of difference-in-difference (DinD) technique.
As such, the sample size of 400 comprises of the experimental group (EG) and control
group (CG) of 200 samples each covering socio-economic variables. The impact learning
are inferred in terms of a DinD score which is the intra and inter variation between the
EG and CG and is expressed symbolically as, (E, - E) - (C, - C ) where 1 = current year
and 0 = base year. A positive score portrays a favorable impact and vice versa. The learning
assimilated shows a positive impact of tourism entrepreneurship on the entrepreneur’s
socio-economic outcomes. It brought a positive change in the overall status of the
entrepreneur. However, consistent with the potentialities and possibilities of tourism in
Meghalaya, the policy implications derived exhibits the need for concerted efforts and
serious initiatives on the part of the government, non-government organisations, local
authorities and all stakeholders on branding and marketing, development of a holistic
tourism destination, equipping entrepreneurs with hospitality and presentable behaviout,
improvement of infrastructure like airport, checking the service quality gaps of tourism

entrepreneurship and emphasis on sustainable tourism development.

Key words : experimental group, control group, tourism entrepreneurship, impact,
socio-economic
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I. EXPERIMENTAL COMPARISON OF TOURISM ENTREPRENEURSHIP

The tourism sector is defined as per the demand approach as “the activities of persons
traveling to and staying in places outside their usual environment for not more than one
consecutive year for leisure, business and other purposes’ (World Tourism Organisation
[WTO], 1995). It is one of the most attractive and the fastest growing industry in the world
(Othman & Rosli, 2011) encompassing a range of activities that have been in perennial
existence with impacts on such as economic, social, political, cultural, overall national
development and international relations (Ashley, 2000; Brida, Carrera, & Risso, 2008;
Fayissa, Nsiah, & Tadasse, 2007; Goodwin, 2006; Vellas, 2011; WTO, 1995; World Travel
and Tourism Council, 2012; Zortuk, 2009).

Globally, this impact primarily manifest through tourism entrepreneurship.
Conceptually, the term entrepreneur is French and is derived from the verb entreprendre
which means to do or to undertake. It is divided into two parts - entre meaning between and
preneur meaning taker. Hence, an entrepreneur is a between-taker or a go-between (Filion, 2011).
Moreover, the leading definitions define entrepreneur as one who predicts and acts upon
change within markets and bears the uncertainty of market dynamics (Knight, 1921) and
an innovator who implements change within markets through the carrying out of new
combinations (Schumpeter, 1934). As such, entrepreneurship is the phenomenon associated
with entrepreneurial activity (Ahmad & Seymour, 2008) and the ones focused upon tourist
clientele and running operations accordingly are classified as tourism entrepreneurship.
Contemporarily, the tourism sector is dominated by microenterprises and the self-employed
(Oldbell3, 2007). It comprises as the major form of entrepreneurship especially in the context
of developing countries (Indian Institute of Tourism and Travel Management, 2010;
Manyara & Jones, 2007).

Accordingly, the impact of tourism is primarily seen on the socio-economic domains
at macro and micro levels (Coetzer, 2001/02; United States Travel Association, 2010). Its
growth has an impact on employment, GDP, tax revenue, infrastructure, foreign exchange
earnings, balance of payments and the overall economy (Fayissa et al., 2007; Flecha, Fusco,
Damiani, & Amaral, 2010; Kim, 2002; Pao, 2005). It generates direct effects on expenditure,
indirect effects concerning intermediate consumption for the production of goods and
services and induced effects concerning expenditure by employees from wages paid by
companies (Vellas, 2011). Hence, it exhibits change of socio-economic nature and primarily
through tourism entrepreneurship (Ashley, Brine, Lehr, & Wilde, 2007; Jamieson, Goodwin,
& Edmunds, 2004). The microenterprise contributes to economic growth through the
primary and secondary pathways that go beyond job creation (Leegwater & Shaw, 2008).
In India, they are well known for their contribution to industrial production, exports and
employment (Ramarao, 2012).
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Tourism brings about a positive impact on the local economy and entrepreneurial
development (Ashley, Roe, & Goodwin, 2001; Othman & Rosli, 2011). The poor are involved
in all the initiatives as individual producers, employees, casual labourers and operators of
microenterprises (Ashley et al., 2001). A high proportion of business enterprises come
from the small sector (Awang, Aziz, & Samdin, 2012). As such, tourism creates opportunities
for microentrepreneurs because start-up costs and barriers to entry are relatively low
(Othman & Rosli, 2011; United Nations Economic and Social Commission for Asia and the
Pacific, 2005). The tourism entrepreneurs contribute to raising productivity, dispersal of
economic power base through industry ownership, creating employment, commercialising
innovative products and creating new markets (Awang et al., 2012). On sustainable practice
of microenterprise the impacts are mainly seen in socio-economic domains of the
entrepreneurs (Kreag, 2001) amongst others. It provides employment, training, business
skills and improves the socio-economic outcomes to family and community. It impacts
upon the wages and earnings of entrepreneurs, livelihood strategies of local households,
patterns of growth of the economy and the infrastructure or natural resource base of the
destination (Ashley et al., 2007; Awang et al., 2012; Jamieson et al., 2004; Rola-Rubzen et
al., 2011).

On this backdrop, an analysis into tourism entrepreneurship is most appropriate.
In relation, the impact evaluation approaches in development studies have graduated and
improved over time. This increases the validity and reliability of results and inferences
manifold. Contemporarily, one such area is impact evaluations using the ‘experimental
comparison approach’. Thus, the present study aims to explore the ‘impact learning and
policy implications’ from Meghalaya, India through an experimental comparison of tourism
entrepreneurship with a focus on the entrepreneur.

II. METHODOLOGY:

In general, the impact evaluation approaches are classified into classical and modern.
The classical approach encompasses impact evaluations which are stand alone i.e. they
study the impact of an activity or intervention on the experimental group (EG). This
approach is faced by the basic limitation of non-comparability of outcomes of the EG with
the control group (CG) (the group which has no access to the intervention but they still
develop outcome on account of their operations). Hence, the true nature and degree of
impact may not be derived through such evaluations. Consequently and as an
improvement, the modern approach features a comparison with the CG (Baker, 2000; Leeuw
& Vaessen, 2009). In addition, the compared outcomes between the groups are calculated
through difference-in-difference (DinD) (Chemin, 2006; Deininger & Liu, 2009a; Deininger
& Liu, 2009b; Ghalib, Malki, & Imai, 2012; Islam, 2009; Love, 2003; Mangala & Chengappa,
2008; Owuor, 2009; Setboonsarng & Parpiev, 2008). DinD refers to the intra and inter
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variation between the EG and CG and is expressed symbolically as, (E, - E) - (C, - C)
where 1 = current year and 0 = base year. Hence, DinD evaluates the impact of the said
entrepreneurial activity by deriving a score. A positive score portrays a favorable impact
(i.e. the outcomes of the EG>CG) and a negative score vice versa (i.e. the outcomes of the
EG<CQG). A “zero’ score depicts no impact (i.e. the outcomes of the EG=CG).

In addition, the main methods of impact evaluation under the modern approach
are quantitative in nature and generally span ex ante and ex post design (Khandker,
Koolwal, & Samad, 2010). In the present context, the modern approach and based on the
ex post design where in analysis is done on pre and post data is applied. Overall, the
analysis based upon this approach contributes enormously in the derivation of valid and
reliable results on the subject matter of socio-economic impact learning and derivation of
policy implications.

Further, the methodology covers a sample size of 400 and classified into 200 samples
each for the EG and CG across retail, café, restaurant and accommodation microenterprises
collected during November, 2015 to March, 2016. The variables examined encompass the
socio-economic domains and impact learning spread over the period of five years. The
economic classification includes impact on income per month, contribution to household
expenditure per month, savings per month, household assets, living standard, household
economic decision making, ability to make purchase decisions, contribution to household
goals and so forth (Ashley, 2000; Ashley et al., 2001; Flecha et al., 2010; Jamieson et al.,
2004; Tatoglu, Erdal, Ozgur, & Azakli, 2000; Wang, Pfister, & Morais, 2006). The social
classification includes access to learning, access to health services, access to social amenities,
mobility and travel, recognition and acceptance in community, social networks, self-
confidence and self-esteem and so forth (Ashley et al., 2001; Jamieson et al., 2004; Tatoglu
etal., 2000). The data analysis evaluates impact through absolute measurements for income,
expenditure and savings and an equal interval scale of “‘one’ to ‘five’ for the other variables.
They stand for ‘no change’, “small change’, ‘visible change’, ‘extensive change’ and
‘enormous change’ respectively. Statistically, t-test (two tailed) is applied for testing the
significance level of impact.

III. IMPACT LEARNING :

On collection of data from the field survey, an entrepreneur’s profile (Table 1) in
terms of gender, age, literacy level and marital status is compiled. It highlights the structural
make-up of the entrepreneurs included in the study. Moreover, the objective of creating
the profile is assessing the homogeneity of the groups for valid and reliable comparison.
In the case of both the EG and CG, the majority of the entrepreneurs are females thereby
corroborating to the sizeable prevalence of female entrepreneurship in Meghalaya. The
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entrepreneurs are primarily in the age bracket of 26-45 and are under 10* pass in literacy
level. The early (and in some cases young) initiation into entrepreneurship opens the field
for more and bigger possibilities in terms of diversification, scaling and growth in future.
In addition, most of the entrepreneurs are married. Overall, the entrepreneur’s profile
portrays a favourable degree of homogeneity between the two groups thereby adequately
underlining the viability and feasibility of an experimental comparison.

Table : 1
Entrepreneur’s Profile

Variable Category EG CG Total Average
EG | CG
Gender Male 69 74 143 Mode = Female
Female 131 126 257
Total 200 200 400
Age <26 33 15 48 Median = 36-45
26-35 60 65 125
36-45 62 69 131
46-55 24 31 55
> 55 21 20 41
Total 200 200 400
Literacy level Illiterate 51 19 70  Median = < 10* pass
< 10™ pass 110 94 204
10™ pass 16 43 59
12™ pass 16 33 49
Graduation and above 7 11 18
Total 200 200 400
Marital status Single 30 40 70 Mode = Married
Married 154 141 295
Separated 6 3 9
Divorcee 0 0 0
Widower 10 16 26
Total 200 200 400

(EG = Experimental Group, CG = Control Group)

16



An Experimental Comparison of Tourism Entrepreneurship : Impact Learning and Policy
Implications from Meghalaya, India

The tourism entrepreneurship is the base and the platform upon which the impact
learning is based upon. As such, its profiling (Table 2) portrays the degree of homogeneity
between the EG and CG. This is important for experimental comparison studies as the
greater the homogeneity between the groups, the more valid and reliable are the outcomes
that are compared. In the case of both the EG and CG, the enterprise type are mainly in the
order of retail, café and restaurant. The EG enterprises are those which are located inside
or around the tourism resources and/or attractions and service the demands of the tourist.
In addition, they also include enterprises which are specifically engaged in the provision
of tourism-related solutions, irrespective of their location. Conversely, the CG enterprises
are engaged in servicing non-tourism clients and are located at a distance from the tourism
resources and/or attractions. In both the groups, retail is the major form of enterprise
type. This highlights the entrepreneurial practice prevailing in the market. It is crowded
on the same activity. However, this also throws possibilities of diversifying and initiation
of other entrepreneurial practices. Moreover, the majority of the enterprises are sole-
proprietorship in nature with family being the other. Such a nature of enterprise is
advantageous on many counts like start-up, planning, decision making, operations,
management and so forth. On the other hand, it presents many challenges particularly in
terms of financing and expansion planning.

In addition, the majority of the enterprises have a current investment of “ 3001 to *
5000 on equipments in both the groups. The current investment concerns the amount
parked on equipments as defined for enterprises engaged in providing or rendering of
services under the MSME Development Act, 2006. This is because tourism is a service
sector and the tourism-related MSE are primarily engaged in the provision of services.
Overall, the current investment is mostly of the range between “ 400 to * 10000 with an
average of * 10980 and “ 3846.50 in the EG and CG respectively. The relatively low investment
is an important indicator of the size of the enterprises. In particular and in keeping with
the nature of the tourism sector, the EG have higher investments on equipments on account
of greater need to spend on utensils and crockery, basic furniture and display racks,
aesthetics and presentation and so forth. Moreover, the majority of the enterprises do not
involve employment of others. The sole-proprietor is the owner, manager, employer and
employee. A few enterprises engage employees with the numbers ranging between one
and three. However, the majority of such employees are unskilled and/or semi-skilled
with some being engaged only on a part-time basis.

Importantly, all the enterprises under study are of micro size. The investment on

equipment does not exceed * 10 lakhs across all enterprises in both the groups. This reflects
on the status of tourism and tourism entrepreneurship. The entrepreneurs prefer
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microenterprises in their practice of entrepreneurship which also depicts the limited
vibrancy of the tourism sector. As such, scaling up is primarily seen as unfeasible on account
of the nature of visits and demand by the tourists. Overall, the profile presents the two
groups as being visibly homogenous across categories and thereby depicting the feasibility
of a valid and reliable experimental comparison.

Table : 2
Tourism Entrepreneurship Profile
Variable Category EG CG  Total Average
EG CG
Enterprise type Retail 109 140 249 Median = Retail
Café 71 51 122
Restaurant 14 9 23
Accommodation 4 0 4
Others 2 0 2
Total 200 200 400
Enterprise nature  Sole 144 150 294 Median = Sole
Family 47 49 96
Partnership 1 1 2
Self help group 6 0 6
Others 2 0 2
Total 200 200 400
Current 400-1000 29 21 50 Mean = Mean =
investment (") 1001-2000 31 42 73 10980  3846.50
2001-3000 29 41 70 Min=  (Min =
3001-5000 61 57 118 400 400
5001-7000 27 16 43 Max  Max
7001-10000 10 14 24 900000) 13000)
10001-20000 4 9 13
20001-40000 5 0 5
40001-300000 3 0 3
300001-900000 1 0 1
Total 200 200 400
People employed None 146 143 289 Median = None
One 17 26 43
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2-3 20 27 47
4-5 10 4 14
6 and more 7 0 7

Total 200 200 400

(EG = Experimental Group, CG = Control Group)

In specific relation to impact learning, the analysed variables are defined in Annexure
1 together with their respective codes. Here, E, E, and E, are absolute measurements
whereas the remaining variables (i.e. E, to S ,) are measured on an equal interval scale of
‘one’ to ‘five’. The definition here refers to “a short description of how the variable used is
meant, interpreted and applied in the study”.

In continuation from the above, entrepreneur’s economic outcomes are depicted in
Table 3. The DinD figures show a positive impact of tourism entrepreneurship on the
entrepreneur’s economic outcomes, except in the case of three variables, namely, household
economic decision making, ability to make purchase decisions and contribution to
household goals. Tourism entrepreneurship brought a positive change in the economic
status of the entrepreneur. The income and expenditure is statistically significantly more
in case of the EG as compared to the CG. The savings is also favourable but of a lesser
amount. In relation to DinD scores, the maximum score relates to access to markets and
job creation with 0.28** and 0.23** respectively. On the contrary, household economic
decision making records the highest negative impact with -0.19**. Overall, this highlights
that the CG entrepreneurs also perform well and are exposed to relatively similar and in
some case better impacts.

Table : 3
Entrepreneur’s Economic Outcomes

(Average)
Variable EG (d) CG (d) D T value of D
E, () 2450.00 1426.00 1024.00* 2.28
E, () 1926.50 1071.50 855.00* 2.55
E, () 523.50 354.50 169.00 1.19
E, 3.23 3.14 0.09 1.36
E, 3.32 3.22 0.10 1.57
E, 3.10 3.29 -0.19** -2.80
E, 3.02 3.18 -0.16* -2.20
E, 3.05 3.15 -0.10 -1.52
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E, 2.64 248 0.16*
E, 2.56 245 0.11

E,, 2.14 1.91 0.23%
E 2.57 2.29 0.28**

2.35
1.53
2.75
3.97

(d = Intra difference, D = Difference-in-difference]

(Two tailed table value at 5% (df = 199) = 1.97, ** significant at 1%, * significant at 5%)

Table 4 portrays the entrepreneur’s social outcomes. The DinD figures show a
positive impact of tourism entrepreneurship across all the social variables. As in the case
of economic outcomes, tourism entrepreneurship has a favourable impact on the social
status of the entrepreneurs. It has uplifted them on to a different plane. Although the CG
entrepreneurs also experienced a positive impact themselves, the change in the case of the
EG eclipses their outcomes across the board. In relation to DinD scores, the maximum
score is recorded by recognition and acceptance in community with 0.18** and self
confidence and self esteem with 0.16**. In case of the least DinD scores, there is a situation
of no impact (EG-CG = 0) as the EG outcomes equals the CG outcomes. This is in relation
to team building skills and empowerment with a score of 0.00 in both cases.

Table : 4
Entrepreneur’s Social Outcomes

(Average)
Variable EG (d) CG (d) D T value of D
S, 3.20 3.09 0.11 1.54
S, 3.19 3.10 0.09 1.45
S, 3.12 2.98 0.14* 241
S, 2.66 2.57 0.09 1.06
S, 3.59 341 0.18** 2.77
S, 3.05 2.98 0.07 0.89
S, 3.01 2.85 0.16** 2.77
S, 291 2.77 0.14 1.95
S, 244 2.44 0.00 0.00
S, 2.58 2.45 0.13 1.83
S, 3.21 3.14 0.07 1.03
S 2.77 2.77 0.00 0.00

12

(d = Intra difference, D = Difference-in-difference)
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(Two tailed table value at 5% (df = 199) = 1.97, ** significant at 1%, * significant at 5%)

I. CONCLUSION AND POLICY IMPLICATIONS :

The entrepreneur’s profile and tourism entrepreneurship profile portrays a
favourable degree of homogeneity between the two groups thereby adequately underlining
the viability and feasibility of an experimental comparison.

The impact learning as depicted through the DinD scores primarily shows a positive
impact of tourism entrepreneurship on the entrepreneur’s economic outcomes. It brought
a positive change in the economic status of the entrepreneur. The DinD scores also show a
positive impact across all the social variables. As in the case of economic outcomes, the
tourism entrepreneurship has a favourable impact on the social status of the entrepreneurs.

The policy implications derived from the study exhibits the need for concerted
efforts and serious initiatives on the part of the government, non-government organisations,
local authorities and all stakeholders. This holistic intervention at the macro level is critical
as it is related and affects the functioning and performance of tourism entrepreneurship,
both as a sub-sector and at the unit level. Firstly, there is an urgent need for branding of
tourism Meghalaya. This will contribute to better marketing of the destination. In the
absence of branding, effective marketing suffers. Branding gives a “unique identity” and
‘differentiation” to the destination and “distinguishes’ it from the available competition in
the clientele mind. It represents value, utility, strength and reputation. It is an “absolute
competitive advantage” and highlights this ‘advantage” as a “‘unique selling point’. Secondly,
if Meghalaya is to be presented as a holistic tourism destination then there must be a
concerted effort towards an even spread of tourism resources and attractions. To date,
around 45% of the tourism spots are confined to east khasi hills district alone. The share of
the other districts is poor with only west garo hills district coming close with 16% share of
the tourism spots. Thirdly, we talk about the ‘four P’s” in marketing. For the tourism sector,
the “fifth P’ is crucial. This ‘P" concerns “people’. As such, hospitality and presentable
behaviour is at the center of everything tourism. The clientele now are more demanding
and have huge expectations. They are more health and hygiene conscious. All of this calls
for adequate attention on the experience factor of the clientele whereby giving them a
great tourism experience is the key to having them back and in more numbers. Fourthly,
one of the factors that determine tourist arrivals is an airport. The absence from the airport
map of the country is equivalent to losing of clientele. Thus there is a need for policy
efforts towards having a fully functional aviation service. Fifthly, 90% of the tourism
business the world over is micro and small in nature. This is more so in the case of
Meghalaya. However, there are serious gaps in the quality of services provided by such
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tourism entrepreneurship. This calls for a serious policy intervention for redressal of the
limitations. Sixthly, tourism development should be based on the platform of sustainability.
This is more so as tourism Meghalaya is predominantly nature based. Hence, sustainability
should be at the center and destination planning and development must be sensitive to
the environment and its ‘carrying capacity’. The stated policy measures calls for a sustained
investment over a period of time. Hence, proper feasibility analysis and blueprint of the
same before execution is a must.

Despite the breakthrough and advantages of experimental comparisons, the
comparison of the EG and CG in general and at random without a sound base which is
built upon a systematic and scientific technique presents as a major challenge and a
limitation. Hence, there is a need for balancing the EG and CG in terms of certain variables
(i.e. these variables take the form of covariates) thereby assisting in the derivation of a
‘matched sample set’. This matched sample set is basically the EG entrepreneurs and CG
entrepreneurs which are matched on the applied covariates and consequently the DinD
technique is applied in order to derive the impact. Conversely, the application of Propensity
Score Analysis comes to the forefront. It is primarily a contemporary impact evaluation
technique which comprises of a quasi-experimental research design called Propensity Score
Matching and DinD. Hence, it is basically a more systematic, scientific and solid base for
matching and comparison of outcomes of the EG and CG.
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ANNEXURE
Annexure : 1
Difference-in-difference Variable Code
The following refers to the 'd' in the economic (E) and social (S) Difference-in-
variables of the EG and CG over the period of five years difference (D)
Experimental Group (EG) Control Group (CG)
Code | Variable Code | Variable

EGE, Income per month in rupees CGE, Income per month in rupees DE, = EGE, - CGE,
EGE, Contribution to household = CGE, Contribution to household DE, = EGE, - CGE,
expenditure per month in expenditure per month
rupees in rupees
EGE, Savings per month in rupees CGE, Savings per month in rupees DE, = EGE, - CGE,

3 3
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EGE,
EGE,
EGE,

EGE
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EGE,
EGE,
EGE,,

EGE,,
EGE,,
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EGS
EGS
EGS
EGS
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EGS,
EGS,

EGS,
EGS,
EGS,,
EGS

11

EGS

12

Household assets

Living standard
Household economic
decision making

Ability to make purchase
decisions

Contribution to household
goals

Access to other credit sources
Diversification of economic
activities

Job creation

Access to markets

Access to learning

Access to health services
Access to social amenities
Mobility and travel
Recognition and acceptance
in community

Social networks

Self confidence and self
esteem

Communication skills
Team building skills
Leadership skills

Participation in development

programmes
Empowerment

CGE,
CGE,
CGE,

CGE

7

CGE,
CGE,
CGE,,

CGE,,
CGE,,
CGs
CGs
CGs
CGS

CGS
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CGs,
CGs,

CGs,
CGs,
CGS,,
CGS,,

CGS

12

Household assets

Living standard
Household economic
decision making

Ability to make purchase
decisions

Contribution to household
goals

Access to other credit sources
Diversification of economic
activities

Job creation

Access to markets

Access to learning

Access to health services
Access to social amenities
Mobility and travel
Recognition and acceptance
in community

Social networks

Self confidence and self
esteem

Communication skills
Team building skills
Leadership skills
Participation in
development programmes
Empowerment

DE, = EGE, - CGE,
DE, = EGE, - CGE,
DE, = EGE, - CGE,
DE, = EGE, - CGE,
DE, = EGE, - CGE,

DE, = EGE, - CGE,

DE,, = EGE,, - CGE,,

DE,, = EGE,, - CGE,,
DE,, = EGE,, - CGE,,

DS, = EGS, - CGS
DS, = EGS, - CGS
DS, = EGS, - CGS
4
5

O N

DS, = EGS, - CGS
DS, = EGS, - CGS

S

DS, = EGS, - CGS,
DS, = EGS, - CGS,

DS, = EGS, - CGS,
DS, = EGS, - CGS,

DS, = EGS,, - CGS,,
DS, =EGS, - CGS,,

DS, = EGS,, - CGS,,

d = Intra difference within the group over the period of five years
Difference-in-difference (D) = Inter difference between the EG and CG
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ABSTRACT :

The technique of measuring the accuracy of research instruments (especially
questionnaires) known as validity and it’s importance specially in research have been
discussed in several studies. However, their measure is not usually carried out among
social science researchers in developing countries. This has been linked to the dearth of
knowledge of these tests. This is a review article which explores and describes the construct
validity of a research instrument (with special reference to questionnaire). It discusses
pre-requisites of validity test and different steps of validity test. The paper further conduct
the test on the responses of a questionnaire on user opinion on acceptance of Human
Resource information System (HRIS) by Central universities and interprets the result
using open source statistical package R.

Key words : Construct, HRIS, Questionnaire, Validity, R

1. INTRODUCTION :

Research in field of social science is complex and mostly based on qualitative data.
To avoid socially prefer answers and be able to receive information on the qualitative data,
researchers prefers the use of questionnaires asking with evaluative statements. However,
the use of such method does not necessarily mean valid indications of someone response
can be obtained. It may happen that in the end, some items of the questionnaire can measure
a completely different construct. Therefore it is necessary that, a researcher must conduct
validity testing of the questionnaire, if any before proceeding with research (Rattray &
Jones, 2007). Another major challenge a researcher faces with qualitative data is that the
data need to be quantified before conducting any statistical analysis. One of the commonly
used technique is Likert scale representation though the distribution of Likert item data
fails normality test. This restricts the researcher in using many reliable statistical tools
based on normal distribution. In this paper exploratory factor analysis method is used
extensively with which validity of a likert scale based questionnaire can be tested (Rattray
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& Jones, 2007). The paper evaluates a questionnaire on user opinion on acceptance of
Human Resource information System (HRIS) in Central universities of North East India
and discusses different stages of exploratory factor analysis using open source statistical
package R.

2. COLLECTION OF DATA:

To know user opinion on acceptance of Human Resource information System in
central universities, a questionnaire with 11 items have been designed and forth five number
of participants have indicated their level of agreement with a 5-point Likert scale (ranging
from strongly agree to strongly disagree).

The responses are captured in excel file and then converted into CSV file format.
The file is read n R in a data set called “ taccntq” and the contents of the dataset is shown
in Annexure-A.

3. DESCRIBING THE DATA :

It is suggested to look at the data before running any analysis. This will help the
researcher to identify and omit any participant who is missing any piece of data. The
summary of dataset “taccntq” can be seen with described function in R as shown in Table
1. The table suggests that no items are having missing participants as the number of
observations in all cases are 45.

Table : 1
Summary of the dataset “taccntq”

>describe(taccntq)

vars n mean sd mediantrimmed mad min maxrange skew kurtosis se
ql 1 45 484 037 5 492  0.00 4 5 1-1.84 141 0.05
q2 2 45 444 0.62 4 449 148 2 5 3-1.17 268 0.09
q3 3 45 451 0.73 5 459  0.00 1 5 4-247 932 0.11
q4 4 45 4.67 0.56 5 476  0.00 3 5 2-140 095 0.08
q5 5 45 473 045 5 478  0.00 4 5 1-1.02 -0.98 0.07
q6 6 45 440 0.58 4 443  0.00 3 5 2-030 -0.87 0.09
q7 7 45 440 0.72 5 449  0.00 3 5 2-073 -0.80 0.11
q8 8 45 456 0.69 5 4.68  0.00 3 5 2-1.20 0.03 0.10
q9 9 45 3.60 0.89 4 3.62 1.48 2 5 30.08 -088 0.13
ql0 10 45 3.71 1.08 4 3.78 1.48 1 5 4-038 -0.77 0.16
qll 11 45 3.58 1.31 4 370 1.48 1 5 4-047 -093 0.19
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4. EXPLORATORY FACTOR ANALYSIS :

Common factor analysis (CFA) also known as principal axis factoring and principal
component analysis (PCA) are two widely used multivariate techniques having different
goals: PCA is a technique for reducing the dimensionality of one’s data, whereas EFA is a
technique for identifying and measuring variables that cannot be measured directly (i.e.,
latent variables or factors) . Thus, in PCA all of the variance in the data — reflected by the
full correlation matrix — is used to attain a solution, and the resulting components are a
mix of what the variables intended to measure and other sources of variance such as
measurement error .By contrast, in EFA not all of the variance in the data comes from the
underlying latent variable ( de Winter et.al., 2016).

Principal Components Analysis Exploratory Factor Analysis

p——

Latent
Warlable

Warlang & dipe 1o what ore
Imteruded Lo me asule

Otheer sonzrors of vaslange,
b Scfing? v s el T

M siiil i Vo Ll

Figure 1 : Graphical comparison of principal components analysis and exploratory factor
analysis. (de Winter et.al., 2016).

Figure 1 illustrates that important distinction between PCA and EFA. The arrows
in PCA are pointing from the measured variables to the principal component and in EFA
it's the other way around. The arrows represent causal relations, such that the variability
in measured variables in PCA cause the variance in the principal component. This is in
contrast to EFA, where the latent factor is seen as causing the variability and pattern of
correlations among measured variables (Marcoulides & Hershberger, 1997).
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In other words, EFA is used to identify the latent variables that are underlying a set
of variables i.e. to evaluate a theoretical model with a set of variables while principal
components analysis is used to reduce a set of variables to a smaller set of factors (i.e. data
reduction). Further, in contrast to commonly used principal component analysis, factor
analysis is more reliable for construct validity testing of questionnaire than commonly
employed principal component analysis as the latter does not have the presumption that
all variance within is shared. (Costell & Osborne,2005; Field,2009; Tabachnik & Fidell,2001)
Thus, the paper discusses EFA as tool for construct validity. To represent one’s view on
acceptance of HRIS in central universities based on his /her total score on the eleven items
of the questionnaire of interest, the questionnaire must be construct valid. If a questionnaire
is construct valid, then all items together represent the underlying construct well. This
construct validity of a questionnaire can be tested with exploratory factor analysis which
detects constructs i.e. factors that underlie a dataset based on the correlation between
variables/items (Bornstedt, 1977; Rattray & Jones, 2007). In exploratory factor analysis,
the factors that explain the highest proportion of variation the variables shared are expected
to represent the underlying construct (Costell & Osborne, 2005; Field, 2009; Tabachnik &
Fidell, 2001).

5. ACCESSING THE FACTORABILITY OF THE DATA :

Before proceeding with the analysis, factorability of the data must be checked. This
can checked in three stages:

(@) Kaiser-Meyer-Okin (KMO) measure of sampling adequacy

(b) Scale input variables

() Bartlett’s test of sphericity

(a) Kaiser-Meyer-Okin measure of sampling adequacy:

The sample size must be adequate for conducting reliable factor analysis. In small
sample, correlation coefficients between items in one sample may differ to a large extant
from the correlation coefficients between items other sample. However, the size of the
sample largely depends on the proportion of variance a factor explains. If a factor explains
lot of variance in a dataset then underlying variable correlate highly with that factor .Usually,
a factor with four or more loadings greater than 0.6 is reliable regardless of the sample size
(Field, 2009). In order to determine adequacy of the sample size, KMO test can be done to
extract the reliably factor. The KMO tests to see if the partial correlations within data are
close enough to zero to suggest that there is at least one latent factor underlying variables.
The minimum acceptable KMO value is 0.5. However, most authors suggest a value more
than 0.5 as a prerequisite for factor analysis (Field, 2009).
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Table : 2
KMO test

>KMO(tacentq)
Kaiser-Meyer-Olkin factor adequacy
Call: KMO(r = taccntq)

Overall MSA = 0.56
MSA for each item =

ql q2 q3 q4 qd q6 q7 q8 q9 ql0 ql1
055 054 053 060 042 054 053 065 057 065 0.50

KMO function available in “pysch” package in R evaluates an overall Measure of
Sampling Adequacy(MSA) and MSA for each item. The KMO test for dataset “taccntq” is
shown in Table 2. The result shows that overall KMO for data is 0.56 which is acceptable
for carrying with factor analysis.

(b) Scale (interval or ratio) input variables:

Another condition for conducting factor analysis is that the variables of the study
should be measured at an interval level. But, usually Likert data fails normality tests.
Table 3 shows the normality test on the dataset “taccntq” for an item of questionnaire (q1)
fails as the test renders p values lower than 0.05. Although many studies has considered
Likert scale to an interval scale (Rattray &Jones,2007) as many authors have shown that
Likert scales can indeed be analyzed effectively as interval scales but the scale item should
be at least five and preferably seven categories (Baggaley & Hull, 1983; Maurer & Pierce,
1998; and Vickers, 1999; Allen and Seaman,1997).

Table : 3
Shapiro Test (Normality Test)

> shapiro.test(taccntq$ql)
Shapiro-Wilk normality test
data: taccntq$ql

W = 0.43539, p-value = 6.231e-12

(c) Bartlett’s Test of Sphericity :
The final step before conducting factor analysis is to check whether or not the
variables inter correlate at all. This test is done by evaluating the observed correlation
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matrix against an identity matrix. If result of the test is not significant then only a factor
analysis should be employed. This test can be conducted with Bartlett’s Test of Sphericity
(Field, 2009). The result of the Bartlett’s test for the dataset “taccntq” is shown in Table 4.

Table : 4
Bartlett’s test

>cortest.bartlett(taccntq)

R was not square, finding R from
data

$’chisq’

[1] 136.2896

$p.value

[1] 7.577007e-09

$df [1] 55

Barlett’s test shows that p value is less than 0.5 (Table 4) and hence the test is
statistically significant (Table -4) inferring that correlation matrix among the items is not
an identity matrix and suggesting that at least some of the variables are correlated with
each other.

6. DETERMINING THE NUMBER OF FACTORS TO EXTRACT:

The next decision that needs to be considered for factor analysis is the number of
factors to be extracted. In order to achieve most appropriate number of factors, there are
number of techniques and most commonly used techniques are screen plot and parallel
analysis. The simplest technique is screen plot (Costell & Osborne, 2005).

6.1. Screen plot :

The scree plot is based on the concept of eigen values and eigen values are a measure
of the amount of variance accounted by a factor. They are useful in determining the number
of factors to be extracted. Usually statistical packages retain factors with eigen values greater
than 1.0 were. However, it has been observed that in this technique too many factors are
retained.

The more easy method is to look into screen plot and observe the factors with
values above the point at which curve flattens out and only those factors should be
retained and the factors with values at the break point or below should be eliminated (
Costell & Osborne,2005). The screen plot with screen functionin R for the dataset “taccntq”
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in R is shown in Figure 2.The involves drawing a straight line through the plotted eigen
values with highest value. The last point to fall on this line represents the last factor that to
be extracted. If a straight line is drawn at the first

Screse plot

1.0
L ]

Elgen vatues of factars and companents
1
i
-~

1]
L]

0o
o

& -

factor or component number

Figure 2 : Screen plot for dataset “ taccntq”

factor, probably it may be concluded that there are four factors in the dataset with both of
these methods. However regarding number of factors to be extracted a closer look into
both of these factor solutions is required.

6.2. Parallel Analysis :

Parallel analysis is a better method for evaluating the scree plot. In this analysis not only
eigen values are plotted but also random correlation matrices and random eigen values
are generated. This is done to see that the observed eigen values that are higher than their
corresponding random eigen values are likely to form meaningful factors (Cokluk & Kocak,
2016). The parallel analysis for the dataset “taccntq” is shown in Figure 3.

The figure 3 represents parallel analysis scree plot of the dataset “taccntq” with
fa.parallel function in R. The plot shows that 3 factors in the factor analysis lie above the
simulated data line and 3 components in the principal components parallel analysis lie
above the corresponding simulated data line
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Figure 3 : Parallel Analysis Scree plot for dataset “ taccntq”

7. ESTIMATION METHODS IN EXPLORATORY FACTOR ANALYSIS:

There are two most popular estimation methods in exploratory factor analysis a)
Principal axis factoring (PAF) and b) maximum likelihood factor analysis (MLFA).
Fabrigar,Wegener, MacCallum and Strahan (1999) argued that if data are relatively normally
distributed, maximum likelihood is the best choice as it permits statistical significance
testing of factor loadings and correlations among factors and the computation of confidence
intervals. However, if the assumption of multivariate normality is “severely violated” then
“principal axis factors” method is recommended. (Fabrigar et al., 1999).

7.1. Principal Axis Factoring (Common Factor Analysis):

In the previous section it is concluded that number of factors to be extracted are
three. The principal axis factoring can be conducted with ‘fa’ function for the dataset
“tacctnq” as follows:
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> pa3.out=fa(taccntq, nfactors=3,fm="pa”, max.iter=100, rotate="oblimin”)
where “taccntq” = dataset
nfactors = no of factors to be extracted
fm = type of factor analysis (pa stands for Principal Axis Factoring)
max.iter =maximum number of iteration to use for underlying the bests solution
rotate = type of rotation to be used (oblimin). The use of rotate function is discussed
in section?7.2.

FACTOR ROTATION :

Factors are extracted from the factor analysis and the interpretations are based on
the items which are loaded on these factors (Field, 2009). However, it becomes difficult to
determine the construct they represent when many variables load on several factors. In
such cases, factors are rotated towards some variables and away from some variables.
There are two types of rotation. One types of rotation is ‘orthogonal rotation’. This type of
rotation is used if the factors are assumed to be independent of each
other.(Field,2009, Tabachnik & Fidell,2001) The other type of rotation is ‘oblique rotation’
and this type of rotation is used if the factors are assume to correlate each other.

In this paper, it is assumed that all the 11 items in this questionnaire measured the
same underlying construct and therefore an oblique rotation is appropriate. While
conducting principal axis factoring with “fa” function, oblimin” rotation is opted . However,
even if factors are independent, it is suggested to perform with factor analysis with oblique
rotation first (Costell & Osborne,2005).

The result of the parallel axis factoring with rotated factor solution can be visualized
with fa.diagram function in R as shown in Figure 4. The three factor solution seems to
replicate the expected factor structure nicely except g5 which is not loaded to any factor

only.

Figure 4 : Factor Analysis
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The figure 4 shows the largest loadings for each item for each factor. However each item

will

Table : 5

Factor Loading Matrix

PA1 PA2 PA3
ql 0.290 0.752 0.303
q2 -0.217 0.396 -0.179
q3 0.195 0.553 0.022
q4 0.387 0.373 0.376
qd 0.230 0.061 0.219
q6 -0.085 0.368 0.675
q7 -0.060 -0.025 0.692
q8 0.203 0.465 0.192
q9 -0.496 0.338 -0.082
ql0 0.731 0.279 0.014
qll 0.917 0.136 -0.054
PA1 PA2 PA3
SS loadings 2.045 1.733 1.295
Proportion Var 0.186 0.158 0.118
Cumulative Var 0.186 0.343 0.461
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however load on each of the factors to a greater or lesser degree and which may be seen at
the full factor loading matrix (with function print(pa3.out$Structure)) as shown in Table 5.
The factor loading matrix shows us the factor loadings for each variable after they have
been rotated to simple structure.

FACTOR INTERPRETATION :

Usually Variables which loaded less than 0.3 on a factor are omitted and therefore
item q5 may be omitted as loading of this item for each factor is very low
(Field,2009,Tabachnik & Fidell,2001). Therefore, analysis shows that except q5
variables(item) can be eliminated and all other variables (items) are loaded more than 0.3
towards three extracted factors. Further all the factors seems important as they explain
considerable amount of variance in the data set (Table 5 shows 18%, 15% and 11% variance).

7.2. Maximum likelihood factor analysis (MLFA) :
This measure tests how well a model of particular amount of factors accounts for
the variance within a dataset (Fabrigar et al., 1999).

Hypothesis for the dataset “taccntq” can be written as
HO = 3 no of factors fits well the dataset.

H1= A Model with larger amount of factors should be considered.

Maximum likelihood factor analysis (MLFA) in R can be conducted with “factanal”
function and the result of the test is shown in Table 6 .

FACTOR INTERPRETATION :

If alpa level set at 0.05 which is a common practice in social science research (Field,
2009) then a model with three factor should be considered as p-value is more than 0.05.
Also all the factors seems important as they explain considerable amount of variance in
the data set (Table 6 shows variance are 17%,15% and 10% ) However , item g5 to be
eliminated as the variables with loading less than 0.3 are considered to be non significant
impact on a factor (Field,2009).

factanal(tacentq,factors=3,rotation="oblimin”)

Call :
Factanal (x = tacentq, factors = 3, rotation = “oblimin”)
Uniquenesses :

ql q2 q3 q4 qd q6 q’7 g8 q9 ql0 ql1
0.238 0.681 0.756 0.773 0.940 0.467 0.447 0.729 0.576 0.502 0.005
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Loadings :
Factorl Factor2 Factor3
ql 0.221 0.780 0.154
q2 -0.288 0.485 -0.266
q3 0.500
q4 0.212 0.251 0.286
qd 0.157 0.172
q6 -0.151 0.329 0.602
q7 0.747
q8 0.161 0.458
q9 -0.550 0.410 -0.171
ql0  0.666 0.164
qll 0.985
Factorl Factor2 Factor3
SS loadings 1.972 1.679 1.175
Proportion Var 0.179 0.153 0.107
Cumulative Var 0.179 0.332 0.439
Factor Correlations:
Factorl Factor2 Factor3
Factorl 1.0000 -0.133 0.0206
Factor2 -0.1329 1.000 -0.1418
Factor3 0.0206 -0.142 1.0000

Test of the hypothesis that 3 factors are sufficient.

The chi square statistic is 32.56 on 25 degrees of freedom.

The p-value is 0.143

Table 6: Maximum likelihood factor Analysis

8. CONCLUSION :

All the items except question no 5(q5) in the questionnaire seems construct valid
and therefore these items together seem to measure the underlying construct. The extraction
of the three factors seems to be consequences of the wording of the questionnaire items.
Output of the both methods of factor analysis is same and hence results confirm the

construct.

Factor analysis is an excellent method for evaluating and validating underlying
constructs. It is a is a highly subjective tool and researcher have to decide regarding type
of extraction method, number of factors to extract, factor rotation method and eventually
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interpretation of the factors. The outcome of the factor analysis will be highly dependent
upon the variables that are selected for analysis. Further if too many variables that are
highly correlated then researcher may group them to form a factor.
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ABSTRACT :

A gender perspective adds significant insight into the understanding of rural
employment pattern and issues. North- East India with its dual matrilineal and
patrilineal societies offers an uncommon opportunity to explore fundamental
question of gender inequalities in work participation. The present study attempted
to analyse the existing rural employment pattern as well as gender- wise work
participation and employment in patrilineal and matrilineal societies of rural
north- east India. It was found that the matrilineal society is dominated by
scheduled tribe population (89.13 percent) in comparison to patrilineal society
which has only 5.25 percent of scheduled tribe population. Contrary to the common
belief, gender disparity exists in both the societies and statistically this difference
is significant also. In the patrilineal society, of the total rural main workers, 79.81
percent are males and 20.19 percent are females. In matrilineal society, of the
total rural main workers, 63.09 percent are males and 36.90 percent are females.
The females in both the societies predominantly take up marginal type of works.
In the patrilineal society, of the total rural marginal workers, 48.19 percent are
males and 51.81 percent are females. In matrilineal society, of the total rural main
workers, 43.13 percent are males and 56.87 percent are females. The non worker
category is also dominated by females. Thus, even though, in public sphere, there
is absence of discriminatory social practices in matrilineal society in comparison
to patrilineal society, in reality, in matrilineal society also, women are facing
discrimination, in work participation.

§ The paper is based on ICSSR, New Delhi funded project entitled “A Comparative Study on
Income and Employment Pattern in Patrilineal and Matrilineal Societies of Rural North East
India: A Socio- Economic Assessment” presently carried out by the author in Department of
Management, NEHU, Tura Campus, Meghalaya.

INTRODUCTION :

Indian economy is principally rural where 75 percent of its population and 65 percent
of its work force are living and working in rural areas (Reddy, 2014). There is a need of
proper understanding of rural employment pattern and resulting issues from different
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possible perspectives. A gender perspective will add significant insight into the
understanding of present rural employment pattern and issues. Gender has a prominent
role in influencing the rural work participation (Davis, 2003). The difference in set of laws,
traditions and practices of the society towards males and females, results in the two genders
being valued differently and in their having unequal opportunities and life chances (Kabeer,
2003). Gender inequalities in rural employment exist in all places, but display divergent
patterns according to social, cultural, religious and economic factors (FAO, 2010). In Africa
women are permitted to work on smaller plots of land and farm less remunerative crops
than men (World Bank, 2012).

In India, the rural labor force participation rates of males and females shows
significant differences (Reddy et al., 2014). Women are not getting proper employment
opportunities and end up in taking any available work (Gupta, 2005) which are mostly
unskilled work with unstable earnings (ILO, 2012). Part-time work continues to be primarily
in female domain (ILO, 2010). Female rural workers are engaged in agricultural work as
self employed or casual labour (Srivastava & Srivastava, 2010). Women also constitute a
significant proportion of unpaid family workers (UNIFEM, 2005).

Though studies have provided sufficient confirmation that gender disparities exist
in all places, there is a perception that north- east India offers a divergent state of affairs.
There is noticeable gender equality in public sphere (Banerjee, 2010; Xaxa, 2008). Due to
their role in economic activities and their visibility in public spaces, women here are
considered more empowered (Srivastava, 2016). On some indicators the women here are
having better status than that of entire nation (Das, 2013). However, here also, the women’s
status relies on the gender based rights, privileges and roles assigned to them (Krishna,
2005). Inspite of presence of various ethnic groups who in general does not believe in sex
discrimination, the evidences of gender inequality cannot be ignored (Mahanta and Nayak,
2013). There are evidences showing women'’s limited role in decision making & low status
in family (Srivastava, 2016). In brief, even though there is absence of discriminatory social
practices in the region, in reality, the women’s have to face discrimination mainly in the
light of tradition and customary practices (Buongpui, 2013). One of possible explanation
for such a situation can be the prevalence of matrilineal and patrilineal societies and resultant
influence in the region.

Thus, northeast India with its dual matrilineal and patrilineal societies offers an
uncommon opportunity to explore fundamental question of gender inequalities in work
participation. In patrilineal system, an individual is recognized with his or her father’s
lineage and usually involves the inheritance of property, names, or titles through
the male line. However, in matrilineal system, the lineage is traced from the mother and
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usually involves inheritance of property to the youngest daughter (Meghalaya Human
Development Report, 2008). In comparison to patrilineal societies, the matrilineal societies
are widely understood to confer more autonomy on women (Meghalaya Human
Development Report, 2008).

Thus, to offer sex-disaggregated analysis to fill critical gaps in knowledge and
improve policy decision making processes, the present study attempted to analyse the
existing rural employment pattern as well as gender- wise work participation and
employment in patrilineal and matrilineal societies of rural north- east India.

DATA AND METHODOLOGY :

Meghalaya is the only state in the region known for its matrilineal society, thus
selected as one of the study area. State of Assam was selected to represent patrilineal
society as it has maximum land share and population in the region. In this paper, the state
of Assam shall be interchangeably used for patrilineal society and the state of Meghalaya
shall be used interchangeably for matrilineal society. From each state two divisions were
randomly selected - Upper Assam and Lower Assam from Assam and Western Meghalaya
(Garo hills) and Central Meghalaya (Khasi hills) from Meghalaya. From Upper Assam
Jorhat, Dibrugarh and Sibsagar districts and from Lower Assam Bongaigaon, Nalbari and
Dhubri districts were randomly selected. From Western Meghalaya (Garo hills) all the
three districts (undivided) i.e. West Garo Hills, East Garo Hills and South Garo Hills and
from Central Meghalaya (Khasi hills) all the districts (undivided) i.e. East Khasi Hills,
West Khasi Hills and Ri Bhoi were selected. A brief description of study area is presented
in Table 1 and Table 3.

The survey conducted for Census, 2011, constituted the data base of this study.
The data were taken mainly from District Census Handbook, Village and Town Wise,
Primary Census Abstract, Census, 2011 Series- 19, Part- XII-B for the selected districts. The
data pertaining to main workers, marginal workers, non-workers and those marginal
workers, non-workers seeking/available for work were taken. Since, the focus of the study
was to analyse the gender perspectives on above dimensions in rural areas, sex-
disaggregated data pertaining to rural areas on the above dimensions were collected. Since
the two states varies in area, number of households and total population, all the comparisons
on the above dimensions, between the two states, thus, the two societies, were made on
the basis of percentages and difference in percentages. For data analysis apart from
descriptive analytical tools, t- test was also employed.
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RESULTS & DISCUSSION :
A Gender Perspective of Study Area :

The total rural area in the six selected districts of Assam and Meghalaya was found
to be 12921.34 km? and 18335.11 km? respectively (Table 1). Though, the total rural area in
Assam for the six selected districts was found to be less in comparison to that of Meghalaya,
it has more number of households (12,62,963) in comparison to that of Meghalaya (3,69,487).
This may be because Meghalaya is predominantly a hill state with difficult terrain resulting
in lower the population density. In the selected districts, similar to household pattern,
Assam has more rural population (60,58,741) than that of Meghalaya (20,04,745) (Table 1).
Of the total rural population in the selected districts in both the states, very less belongs to
schedule caste category (5.12 percent in Assam and 0.52 percent in Meghalaya). However,
the state of Meghalaya, a predominantly matrilineal society, is dominated by schedule
tribe population in the selected districts (89.13%). The selected districts in Assam have
only 2.25 percent of schedule tribe population (Table 1). As far as literacy rate is concerned,
there is not much difference between the two societies. The number of literates in selected
districts of Assam and Meghalaya was found to be 59.58 percent and 57.36 percent
respectively (Table 1).

A gender perspective presents a better understanding of the two states and thus
the two societies (Table 3). In the selected districts of Assam, of the total rural population,
51.02 percent are males and 48.98 percent are females. In Meghalaya, 50.63 percent are
males and 49.37 percent are females. Statistical analysis (t-test) shows significant difference
in percent of males and females in selected districts of both the states. However, there is no
significant difference in percent of males between two states and percent of females between
the selected districts of the two states.

Of the total rural schedule caste population in the selected districts of Assam, 51.36
percent are males and 48.65 percent are females. In Meghalaya, 55.27 percent are males
and 44.73 percent are females. Statistical analysis (t-test) shows significant difference in
percent of schedule caste males and females in selected districts of both the states. The t-
test shows significant difference in percent of schedule caste males between the two states
and percent of schedule caste females between two states (Table 3).

In the selected districts of Assam, of the total rural schedule tribe population 50.31
percent are males and 49.69 percent are females. In Meghalaya, 50.35 percent are males
and 49.65 percent are females (Table 3). Statistical analysis (t-test) shows significant
difference in percent of schedule tribe males and female in selected districts of both the
states. However, unlike schedule caste population, the t- test shows no significant difference
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in percent of schedule tribe males between the two states and percent of schedule tribe
females between two states.

Of the total rural literate population in the selected districts of Assam, 55.30 percent
are males and 44.69 percent are females. In Meghalaya, 52.45 percent are males and 47.55
percent are females. Statistical analysis (t-test) shows significant difference in percent of
literate males and female in selected districts of both the states. The t- test shows significant
difference in percent of literate males between the two states and percent of literate females
between two states (Table 3). The percent of literate males are more in Assam and percent
of literate females are more in Meghalaya. Thus, in comparison to females in Assam, the
females in Meghalaya are relatively more literate.

A Gender Perspective in Work Participation :

The gender perspective in work participation is analysed for main workers, marginal
workers and non- workers (Table 3). In the selected districts of Assam, of the total rural
main workers, 79.81 percent are males and 20.19 percent are females. In Meghalaya, in
main workers category, 63.09 percent are males and 36.90 percent are females. Statistical
analysis (t-test) shows significant difference in percent of main workers males and female
in selected districts of both the states. The t- test also shows significant difference in percent
of males between the two states and percent of females between two states in this category.
In comparison to their counterpart, the percent of main worker males are more in Assam
and percent of main worker females are more in Meghalaya. Thus, in comparison to
patrilineal society, the females in matrilineal society are relatively getting more opportunities
and engagement as main workers.

The marginal workers category is classified into three categories- those who worked
for less than 3 months, those who worked for 3 to 6 months, and those who are seeking/
available for work. In the category of those workers who worked for less than 3 months, in
the selected districts of Assam, 43.99 percent are males and 56.01 percent are females. In
Meghalaya, in this category, 44.52 percent are males and 55.48 percent are females. Statistical
analysis (t-test) shows significant difference in percent of males and female in selected
districts of both the states in this category. The t- test shows no significant difference in
percent of males between the two states and percent of females between two states in this
category (Table 3).

In the category of those workers who worked for 3 to 6 months, in the selected
districts of Assam, 49.32 percent are males and 50.68 percent are females. In Meghalaya, in
this category, 42.74 percent are males and 57.26 percent are females. Statistical analysis (t-
test) shows no significant difference in percent of males and females in selected districts of
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Assam in this category. But, statistical analysis (t-test) shows significant difference in percent
of males and female in selected districts of Meghalaya in this category. The t- test shows
significant difference in percent of males between the two states and percent of females
between two states in this category (Table 3). The percent of males who worked for 3 to 6
months are more in Assam and percent of females who worked for 3 to 6 months are more
in Meghalaya. Thus, in comparison to patrilineal society, the females in matrilineal society
are relatively more engaged in marginal works.

In the category of those workers who are seeking/available for work, in the selected
districts of Assam, 57.74 percent are males and 42.26 percent are females. In Meghalaya, in
this category, 50.64 percent are males and 49.36 percent are females. Statistical analysis (t-
test) shows significant difference in percent of males and females in selected districts of
Assam in this category. But, statistical analysis (t-test) shows no significant difference in
percent of males and females in selected districts of Meghalaya in this category. The t- test
shows significant difference in percent of males between the two states and percent of
females between two states in this category (Table 3). The percent of males who are seeking/
available for work are more in Assam and percent of females who are seeking/available
for work are more in Meghalaya. Thus, in comparison to Assam, the females in Meghalaya
are relatively more interested in getting any type of work; even if it is marginal in nature.
The non workers category is classified into two categories- those who are non- workers
and those who are seeking/available for work. The non- workers category is dominated
by females in both the states. In the category of non- workers, in the selected districts of
Assam, 39.09 percent are males and 60.91 percent are females. In Meghalaya, in this
category, 45.64 percent are males and 54.34 percent are females. Statistical analysis (t-test)
shows significant difference in percent of males and female in selected districts of both the
states in this category. The t- test shows significant difference in percent of males between
the two states. However, it was found that there is no significant difference in percent of
females between two states in this category (Table 3).

Among the non-worker category, in the selected districts of Assam, 36.33 percent
males and 63.67 percent females are seeking/available for work. In Meghalaya, in this
category, 41.94 percent are males and 58.06 percent are females. Statistical analysis (t-test)
shows significant difference in percent of males and female in selected districts of both the
states in this category. The t- test shows significant difference in percent of males between
the two states. The t- test shows significant difference in percent of males between the two
states and percent of females between two states in this category (Table 3).

From the above discussion, it can be concluded that though, in terms of average
percentage, the women’s in matrilineal society are having better access to work than their
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counterparts in patrilineal society be it as main worker or marginal worker, but in reality,
there is significant difference between males and females in both the societies with reference
to access and opportunity to work. Thus, the state of affairs of having equal employment
opportunities for women in the north- eastern states cannot be considered satisfactory
irrespective of the matrilineal or patrilineal society. In brief, it can be concluded that, the
women, in both the societies are at disadvantageous position than their male counterparts.
This is evident from the fact that 63.67 and 58.06 percent of female non- workers in patrilineal
society and matrilineal society respectively are seeking/available for work, but could not
get work or not working.
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SL Divisins Area No of Total Population Scheduled Caste Population Scheduled Tribe Population Literates
No.  /District (Rural) Househ (Rural) (Rural) (Rural) (Rural)
KMv? (I;ildlzl) Persons  Males  Females Persons Males Females Persons Males  Females Persons Males Females
ASSAM
1 Upper Assam
a) Jorhat 275882 184642 871722 442968 428754 72434 36973 35461 134361 67932 66429 614748 336698 278050
(100) (50.82)  (49.18) (100)  (51.04) (4897) (100)  (50.56)  (49.44) (100) (54.77) (45.23)
b) Dibrugarh 333552 222414 1082605 550299 532306 41396 21480 19916 92593 46689 45904 685573 385122 300451
(100) (50.83)  (49.17) (100)  (51.89) (48.11) (100)  (50.42)  (49.58) (100) (56.18) (43.82
) Sibsagar 262507 222136 1040954 531286 509668 34483 17526 16957 47274 24078 23196 723490 396272 327218
(100) (51.04)  (48.96) (100)  (50.83) (49.17) (100)  (50.93)  (49.07) (100) (54.77) (45.23)
2 Lower Assam
a) Bongai- 1061.31 125095 628994 319786 309208 67460 34760 32700 15267 7574 7693 347869 191158 156711
gaon (100) (50.84)  (49.15) (100)  (51.53) (4847 (100)  (49.61)  (50.38) (100) (54.95) (45.05
b) Nalbari 996.56 137601 68909 353677 335232 54232 27675 26557 23003 11511 11492 464211 257140 207071
(100) (51.39) (48.67) (100)  (51.03) (4897) (100)  (50.04)  (49.96) (100) (55.39) (44.61)
) Dhubri 214406 371075 1745557 893914 851643 39929 20692 19237 5631 2831 2800 773646 431395 342251
(100) (51.21)  (48.79) (100) (51.82) (48.18) (100)  (50.28)  (49.72) (100) (55.76) (44.29
TOTAL (1+2) 1292134 1262963 6058741 (100) 309934 (5.12) 318129 (525) 3609537 (59.58)
MEGHALAYA
3 Western Meghalaya (Garo Hills)
a) West Garo 365868 109609 568433 28923 281510 6249 3197 3052 420285 21074 209561 298448 163020 135428
Hills (100) (50.48) (49.52) (100)  (51.16) (48.84) (100)  (50.14)  (49.86) (100) (54.62) (45.39)
b) East Garo 257846 5058 273725 13763 134962 215 128 87 265979 134637 131342 157893 84705 73188
Hills (100) (50.69)  (49.31) (100)  (59.53) (4047) (100)  (50.62)  (49.38) (100) (53.65) (46.35
) Sauth Garo 187820 22176 129203 66470 62733 191 109 82 123068 62583 60485 7275 39880 32395
Hills (100) (51.45)  (48.55) (100)  (57.07) (4293) (100)  (50.85)  (49.15) (100) (55.18) (44.82)
4 Central Meghalaya (Khasi Hilks)
a) EastKhasi 267938 86985 439441 22409 231032 30654 1566 1488 432621 213721 218900 283008 138245 144763
Hills (100) 49.71)  (50.29) (100)  (5128) (48.72) (100)  (49.40) (50.59) (100) (48.84) (51.15
b) WestKhasi 515037 57720 340356 172380 167976 145 83 62 332455 168040 164415 200573 102493 98080
Hills (100) (50.65)  (49.35) (100) (5724) (42.79) (100)  (50.55)  (49.45) (100) (51.10) (48.89)
) Ri Bhoi 239002 42412 233587 118705 114882 504 279 225 212325 107235 105090 137817 70682 67135
(100) (50.82)  (49.18) (100)  (5536) (44.64) (100)  (50.55)  (49.49) (100) (51.29) (48.71)
TOTAL (3+4) 1833511 369487 2004745 (100) 10358 (0.52) 1786733 (89.13) 1150014 (57.36)

Note: Calculations are based on Census, 2011 data; Figures in parenthesis indicate percentage to total

population in each category
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Table 2: Main Workers, Marginal Workers, Non-Workers and those Marginal Workers, Noi

Worlers Seeking/Available for Work Classified by Sex

Area Main workers
(Rural)
Persons Males  Females
ASSAM
1 Upper Assam
Jorhat 267445 191410 76035
(100) (71.57)  (2843)
Dibrugarh 313762 220144 93618
(100) (70.16)  (29.84)
Sivasagar 282259 206567 75692
(100) (73.18)  (26.82)
2 Lower Assam
Bongaigaon 158430 138873 19557
(100) (87.66)  (12.34)
Nalbari 174337 152778 21559
(100) (87.63)  (1237)
Dhubri 444278 393909 50369
(100) (88.67)  (11.34)
MEGHALAYA
3 Western Meghalaya (Garo Hills)
West Garo 169149 109847 59302
Hill (100) (64.99)  (35.06)
East Garo 73306 48019 25287
Hills (100)  (65.50)  (3449)
Sout hGaro 34993 23834 11159
Hills (100) (68.11)  (31.89)
4 Central Meghalaya (Khasi Hills)
East Khasi 161743 99154 62589
Hill (100) (61.30)  (38.69)
‘West Khasi 108910 62575 46335
Hills (100) (57.46)  (42.54)
Ri Bhoi 81511 49927 31584
(100) (61.25  (3875)

Marginal workers (Rural)

Worked for less than 3 months
Persons  Males  Females
29060 11612 17448
(100)  (39.96)  (60.04)
29374 14007 15367
(100)  (47.69)  (52.31)
37436 17703 19733
(100) (4729 (52.71)
13270 5362 7908
(100)  (40.41)  (59.59)
10998 5319 5679
(100)  (48.36)  (51.64)
34002 13701 20361
(100)  (40.22)  (59.78)
12891 5749 7142
(100)  (44.59)  (55.40)
8998 3677 5321
(100)  (40.80)  (59.14)
2969 1314 1655
(100)  (44.26) (55.74)
6469 2920 3549
(100)  (45.14)  (54.86)
8871 4145 4726
(100)  (46.73)  (5327)
3464 1577 1887
(100)  (45.53)  (5447)

Worked for 3 to 6 months

Persons

113575
(100)
127360
(100)
125216
(100)

46787
(100)
55154
(100)
121123
(100)

50215
520
6l
(100)

11327
(100)

2714
(100)
30586
(100)
11385
(100)

Males

50576
(44.53)
61465
(48.26)
67266
(53.7)

2247
(47.55)
29517
(53.52)
58528
48.32)

20368

(40.56)
11041

(36.25)
4861
(42.91)

10771
(474
14208
(46.45)
4880
(42.86)

Females

62999
(55.469)
65895
(51.74)
57950
(46.28)

24540
(52.45)
25637
(46.48)
62595
(51.68)

29847

(59.44)
19420

(63.75)
6466
(57.08)

11943
(52.58)
16378
(53.54)
6505
(57.14)
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Table 3: Difference in Main Workers, Marginal Workers, Non-Workers and those Marginal Workers
Non-Workers Seeking/Available for Work Classified by Sex in Rural Assam and Meghalaya

SL Particulars Assam (Rural) Meghalaya (Rural) Difference between
No. Assamand Meghalaya
Males  Females t-value Males  Females t-value Males Females
(%) (%) (%) (%) (%) (0]
1 Total Population  51.02 4898  15469%* 5063 4937  3901*+* 1558 -1.543
0056)  (0.047) 0316)  (0.316)
2 Schedule Caste 5136 4865  10415%% 5527 4473 5350%k 700k D9l
Population 0203)  (0.204) (11618)  (11.594)
3 Schedule Tribe 5031 4969  2363** 5035 4965  2343%* 0160 0.138
population (0205)  (0.202) 0269)  (0.263)
4 Literates 5530 4469 L7090 5245 4755 3ATTRSR QJRQesk ) 7ROk
0336)  (0.336) (5960)  (5.941)
5 Main Workers 81 2009 11458%* 6300 3690  11.894% 4184k 4 |84k
(81.250)  (81.215) (14.544)  (14.546)
6  Marginal Workers
a)  Worked for less 4399 5601  4994%x 4452 5548  9.551% 0281 0.282
than 3 months (17.389) (17.389) (3951) (3952
b) Worked Br3to6 4932 5068 -0.656 DT4 5726 6184 20626 D 9@k
months (1304)  (13.033) (16516)  (16.532)
¢) Seeking/available 5774 4226 7870%* 5064 4936 1008 4.284%%  4284%%
for work (11.616) (11.616) 4875 (4868
7 Non-workers 3909 6091  -18.115%%* 4564 5434 9073  6011%* 6013
@351)  (4350) (2769 (2769)

a) Seckingavailble 3633 6367  -12.14%* 41937 5806 497 20IS* 2016
for work (1520)  (1520) (3L21) (31.253)

Note: Calculations are based on Census, 201 1 data; Figures in parenthesis indicates variance; *** Significan
at 0.05 level of significance
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A Gender Perspective in Industrial Categories of Main and Marginal Workers

The gender perspective in industrial categories of work participation is analysed
for total workers, main workers (cultivators, agriculture labourers, household industry
workers, other workers) and marginal workers (cultivators, agriculture labourers, household
industry workers, other workers and non workers) (Table 4, 5 & 6).

In the selected districts of Assam, of the total workers, 70.36 percent are males and
29.64 percent are females. In Meghalaya, of the total workers, 57.87 percent are males and
42.13 percent are females. Statistical analysis (t-test) shows significant difference in percent
of total males workers and female workers in selected districts of both the states. The t- test
also shows significant difference in percent of males between the two states and percent of
females between two states in this category. The male workers are more in Assam and
female workers are more in Meghalaya. Thus, in comparison to patrilineal society, the
females in matrilineal society are relatively getting more opportunities as workers or are
involved in earning livelihood for their family.

As discussed above, in the selected districts of Assam, of the total rural main workers,
79.81 percent are males and 20.19 percent are females. In Meghalaya, in main workers
category, 63.09 percent are males and 36.90 percent are females. Statistical analysis (t-test)
shows significant difference in percent of main workers males and female in selected districts
of both the states. Thus, in comparison to patrilineal society, the females in matrilineal
society are relatively getting more opportunities and engagement as main workers.

The main workers category is classified into four categories- cultivators, agriculture
labourers, household industry workers, other workers. In the main workers category,
among the cultivators, in the selected districts of Assam, 86.34 percent are males and 13.66
percent are females. In Meghalaya, in this category, 59.53 percent are males and 40.47
percent are females. Statistical analysis (t-test) shows significant difference in percent of
males and female in selected districts of both the states in this category. The t- test shows
significant difference in percent of males between the two states and percent of females
between two states in this category. The percent of male workers as cultivators are more in
Assam and percent of female workers cultivators are more in Meghalaya. Thus, in
comparison to patrilineal society, the females in matrilineal society are relatively getting
more engaged in cultivation as main worker.

Among the agricultural labourers in this category, in the selected districts of Assam,
74.08 percent are males and 25.92 percent are females. In Meghalaya, in this category,
61.89 percent are males and 38.11 percent are females. Statistical analysis (t-test) shows
significant difference in percent of males and female in selected districts of both the states
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in this category. The t- test also shows significant difference in percent of males between
the two states and percent of females between two states in this category. The percent of
male workers as agricultural labourers are more in Assam and percent of female workers
agricultural labourers are more in Meghalaya. Thus, in comparison to patrilineal society,
the females in matrilineal society are relatively getting more engaged as agricultural
labourers.

Among the house hold industry workers in this category, in the selected districts
of Assam, 65.75 percent are males and 34.25 percent are females. In Meghalaya, in this
category, 54.23 percent are males and 45.77 percent are females. Statistical analysis (t-test)
shows significant difference in percent of males and females in selected districts of Assam
in this category. This difference was not found significant in Meghalaya. The t- test shows
no significant difference in percent of males between the two states and percent of females
between two states in this category (Table 6).

Among the other workers in this category, in the selected districts of Assam, 77.99
percent are males and 22.00 percent are females. In Meghalaya, in this category, 72.44
percent are males and 27.56 percent are females. Statistical analysis (t-test) shows significant
difference in percent of males and females in selected districts of Assam and Meghalaya in
this category. The t- test shows no significant difference in percent of males between the
two states and percent of females between two states in this category (Table 6).

In the marginal workers category, among the cultivators, in the selected districts of
Assam, 48.89 percent are males and 51.12 percent are females. In Meghalaya, in this
category, 34.94 percent are males and 61.06 percent are females. Statistical analysis (t-test)
shows significant difference in percent of males and female in selected districts of Meghalaya
in this category. The t- test shows significant difference in percent of males between the
two states and percent of females between two states in this category. In this category, the
percent of male workers as cultivators are more in Assam and percent of female workers
cultivators are more in Meghalaya. Thus, in comparison to patrilineal society, the females
in matrilineal society are relatively getting more engaged in cultivation, even though it is
marginal in nature.

Among the agricultural labourers in this category, in the selected districts of Assam,
47.58 percent are males and 52.42 percent are females. In Meghalaya, in this category,
40.88 percent are males and 59.12 percent are females. Statistical analysis (t-test) shows
significant difference in percent of males and female in selected districts of Meghalaya in
this category. The t- test no significant difference in percent of males between the two
states and percent of females between two states in this category.
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Among the house hold industry workers in this category, in the selected districts
of Assam, 28.00 percent are males and 71.99 percent are females. In Meghalaya, in this
category, 35.17 percent are males and 64.83 percent are females. Statistical analysis (t-test)
shows significant difference in percent of males and females in selected districts of Assam
and Meghalaya in this category. The t- test shows significant difference in percent of males
between the two states and percent of females between two states in this category (Table
6). In this category, in comparison to their counterparts, the percent of male house hold
industry workers are more in Meghalaya and percent of female house hold industry workers
are more in Assam. As an exception to previous scenarios, in comparison to matrilineal
society, the females in patrilineal society are relatively getting more engaged in household
industry works. This may be because; females of matrilineal society are more engaged as
cultivators and agricultural labourers, even though it is marginal in nature.

Among the other workers in this category, in the selected districts of Assam, 54.29
percent are males and 45.69 percent are females. In Meghalaya, in this category, 50.78
percent are males and 49.22 percent are females. Statistical analysis (t-test) shows significant
difference in percent of males and females in selected districts of Assam in this category.
The t- test shows no significant difference in percent of males between the two states and
percent of females between two states in this category. Among the non workers in this
category, in the selected districts of Assam, 39.09 percent are males and 60.91 percent are
females. In Meghalaya, in this category, 45.64 percent are males and 54.36 percent are
females. Statistical analysis (t-test) shows significant difference in percent of males and
females in selected districts of Assam and Meghalaya in this category. The t- test shows
significant difference in percent of males between the two states and percent of females
between two states in this category (Table 6).

In brief it can be concluded that though females in matrilineal society are more
engaged as main workers and marginal workers than the females of patrilineal society,
but, it cannot be concluded that women in matrilineal society are having equal opportunity
and access to work. In reality, there is significant difference between males and females in
both the societies with reference to access and opportunity to work. In brief, it can be
concluded that, the women, in both the societies are at disadvantageous position than
their male counterparts.

CONCLUSION :

The present study attempted to analyse the existing rural employment pattern as
well as gender- wise work participation and employment in patrilineal and matrilineal
societies of rural north- east India. It was found that the matrilineal society is dominated
by scheduled tribe population (89.13 percent) in comparison to patrilineal society which
has only 5.25 percent of scheduled tribe population. Contrary to the common belief, gender
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disparity exists in both the societies and statistically this difference is significant also. In
the patrilineal society, of the total rural main workers, 79.81 percent are males and 20.19
percent are females. In matrilineal society, of the total rural main workers, 63.09 percent
are males and 36.90 percent are females. The females in both the societies basically take up
marginal type of works. The non worker category is also dominated by females. Thus,
even though, in public sphere, there is absence of discriminatory social practices in
matrilineal society in comparison to patrilineal society, in reality, women are not getting
enough opportunities, in work participation. However, though, gender norms and patterns
are rigid, and very often limit women’s equal access to decent work, but gender norms can
and do change with proper transformative economic policies at the macro, meso and micro
levels (FAO, 2010).
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Table4: Inchstrial Categpries of Vhin Workers (Rird) inAssam& Vighalaya

S Division Total Warkers MinWarkas CGullivators
No District
Pasn Mies Femles Dasas Miles Femles Pasn  Miles  Femles
S S
ASSAM
1 UpperAsam

a) Johat 410080 25398 ISGAR2 267445 191410 035 96T T3Y 208
(100 (618 Rl (10 (T15) XBB (00 (43) X6
B Dhugth 4066 29616 17430 31372 2044 9%I8) 8548 657 19621
100 @) G 0 (7016 @8 100 (7706 (2N
O Shumgr 4M9I 20156 ISBB R 206567 TSGR 694l SPM 11027
100 (655 M4 (M) (7B 6 (100 (42 (157)

2 Lower Asam
a) Bmgigio 218487 1662 52005  IS8B0  I13WB 19%7 M 6213 L0
n 100 (7619 @B (0) @) 23 100 ©35) 6D

B Nbai  A0M49 IS4 5K 1B IR 2ASH 06T AOM B
100 (780) QL) 10) @@ (123) (100 (©34) (659
0 Dhiri M@ 46618 13BS 44078 3990 030 1776 1668 DI
00 (77710 @2 (0) &) (113 (100 (©53) @67
MEGHALAYA
3 WsternMeghilaya Garo HIky)
a) WatGro 2225 13964 OQ91 1OM9 1087 3@ 9B SSBI 3R06
Hls 100 (58 @4 (I0) (4% (509 (100 (9% (@00d
h EstGro 1276 Q@37 S8 06 A9 SHpgBH B 198
Hls 100 (5569 (@3 (M) (650) (4 (100 (640 (350
9 Sath 4D 009 1980 93 BB 1IH 2180 13/ 6
GuoHils (1000 (608 (¥ (10) (6&1) GLY) (100 (3% G5
4 Gentral Veghalaya (Khesi Hills)
a) EstKesi 109% 10285 78081 161743 1% @59 6605 3837 NI
Hils (100 (3910 @8 100 (610) XRG (100 (G6W) (BI)
B Wt 837 S8 6M9 10 @55 43 IR 3RO 31TH
KhasHlls (1000 (5455 @4 (10) (74 @) (100 44) @D
9 RiBoi 980 S8% 3976  SISIL 407 314 A0R 28557 2034l
100 (585) @4 (10) (613 ®B (100 (585) @Y

Note: Calalatiors arebased onCersus, 2011 chia; Hgures inparerthesis indicate percertageto t
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Table % Inchstrial Gategaries of Mirgind Warkers (Rurdl) inAssam& Mighalya

S Divisiony Merginad Warka's Gultivators Agricuiturd Labourers HowehddIrdistry Otter Workers Nor Warkers
No  District Workers
Pasns Mils Fenale Pesas Miks Fenale Pesas  Miks  Fenaless Pasms Mies Fale Rrsn Mils Fales Pasas Mis  Fenales
s s s s
ASSAM
1 Upper Asam
a) Johat 19085 QI8 47 447 2040 27 318483 1182 20011 1502 329 1138 4533 2807 2326 4Ll6R  18BD 22212
10 @B G640 (10 @45 B 10 @l @ (W) @*&1) (B (100 B1) 689 (10 @w® (RN
b) Dbuw 15674 742 8122 4398 24 204 P07 1B 2199 692 220 402 61867 33045 22 ORIV 2543 35746
grh 1 @1y GLB) (10 @en) BR (1000 @B (B30 () G4 @9 (100 (B4) 4659 (10) @6l (K39
¢ Sbsagar 1662 &9 763 6700 36 344 A7 16171 18006 BY 251 HAB O BI 2961 2R U3 2970 3693
o @H» @e W (BN G 10 @R R W) ECLY @) 100 P @20 10 @O ®O7B)
2 Lower Asam
a Bmgigo @057 260 3248 666 PR 1064 208 10833 1155 0 M8 17 36 160 10057 BB 41007 1334 257203
n 0 @9 (4B) (D) GG 3 00 @) (23D 00 @GS4 HH (00 DD @O (W) EH) (@6
b) Nalbar 62 M3 33l6 &1 P8 B WU 9IIA 521 @75 218 867 36l 19361 15100 48020 1608 2357
1 @& @34 () ©s) BP (100 Gl XRH W) @D BLHY 100 Gy @D 10 GB® @9
¢ Db 1518 729 8% 2211 1277 194 &% 306 3WR WS NI W2 575 W17 268 140N 42776 TIRBI8
1) @% (G34) (0 @) GL3O (100 @) 6Ly (W0 @ WY 100 @ R 1) G1R) (@69
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3 WesternMigtelaya (Garo Hi
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Table 6: Difference in Industrial Categories of Main Workers and Marginal Workers in Rural Assam
(Patrilineal Society) & Meghalaya (Matrilineal Society)

SL
No.

a)

b)

©

d

2)

b)

d

)

Particulars

Total
‘Workers

Main
‘Workers

Cultivators

Agricultura
Labourers

Household
Industry
Workers
Other
Workers

Marginal
‘Workers

Cultivators

Agricultural
Labourers

Household
Industry
Workers

Other
Workers

Non-
Workers

Assam Meghalaya Difference between
(Patrilineal society) (Matrilineal Society) Assamand Meghalaya
Males Females t-value Males Females t-value Males Females
(9 (o) (7o) (9 (%) (%)
70.36 29.64 9.106%** 57.87 213 11.639%+*  3781%**  3780%**
(59.978)  (60.001) (5485) (5490)
79.81 20.19 11.459%** 63.09 36.90 11.892%#% 4 184***  4]83%**
BL215 (81215) (14553) (145406
86.34 13.66 13.7717%%* 59.53 4047 170+  6.571***  6570%*
(83.556)  (83.556) (16312)  (16.334)
74.08 2592 7.076%** 61.89 38.11 14.001%%* 2 A457*¥**  DASTHE*
(13894)  (138.934) (8659) (8651)
65.75 34.25 6.699%** 54.23 45.77 1.438 2.162%* -2.162%*
(66.349)  (66307) (103.924)  (103.980)
77.9 22.00 10.880%** 72.44 27.56 14.400%** 1.306 -1.305
(79.443)  (79469) (29104  (29.115)
48.19 51.81 -1.735 4313 56.87 -6.700%%* D AAGF*E  DASDHEF
(13.039  (13.021) (12595  (12.571)
48.89 5112 -0.396 38K 61.06 -13.258%*  2.408** -24070%*
94.181)  (94.179) (8363) (8342)
47.58 5242 -1.052 40.88 %9.12 -3.972%%% 1.459 -1.459
(63.358)  (63.343) (63253)  (63.221)
28 71.9 -13.129%** 3517 4.8 -8.383*k*  2.082%* 2.081**
(33.689)  (33.697) (37501  (37.501)
5429 45.693 3.508%** 50.78 9.2 0.915 1.665 -1.666
(18027  (18027) (8.730) (8745)
39.09 60.91 -18.115%** 45.64 3436 9.076%*  6.011%*  6.014%**
(4.351)  (4351) (2769) (2767

Note: Calculations are based on Census, 2011 data ; Figures in parenthesis indicates variance;

*#* Significant at 0.05 level of significance, ** Significant at 0.10 level of significance
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ABSTRACT :

Business organizations are facing extreme competition and are operating in a changing
and difficult environment in the present global scenario. The organizations, therefore,
oblige to be proactive and competitive enough to survive in today’s business world. In
order to outperform competitors, firms need to achieve superior performance and gain
competitive advantage. Firms strive to improve performance by developing and
implementing effective business strategies that proactively exploit opportunities in the
market place while capitalizing on the available resources and capabilities. Firm's strategy
can have a major impact on its business model, organizational structure, processes,
activities, investment, relation to the market, and performance. Among others,
entrepreneurial orientation is one of the most significant orientations that direct and
influence the firm'’s performance and viability. This paper introduces a brief review of
this orientation literature especially the source and consequence of entrepreneurial
orientation and measurements of the various components. This paper aimed at providing
insights in three dominant areas: entrepreneurial orientation conceptualization,
entrepreneurial orientation’s measurement challenges and possibilities, and entrepreneurial
orientation’s effect on firm’s performance.

Key Words: Performance, Entrepreneurial Orientation, Research Review.

INTRODUCTION :

Business organizations are facing intense competition and are operating in a
changing and challenging environment in the present global scenario. They need to be
proactive and competitive enough to survive in today’s business world. In order to
outperform competitors, firms need to achieve superior performance and gain competitive
advantage (Peter and Melissa, 2015). Firms strive to improve performance by developing
and implementing effective business strategies that proactively exploit opportunities in
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the market place while capitalizing on the available resources and capabilities. Firm’s
strategy can have a major impact on its business model, organizational structure, processes,
activities, investment, relation to the market, and performance (Chan et al.,1997; Valos
and Bednall, 2010; Vanhaverbeke and Peteers, 2005). Hence, the strategic orientations
elaborate how firms” management perceives the changes in the operating business
environment and according to this perception, firms engage in building organizational
capabilities and respond to the changing environment (Peter and Melissa, 2015).

The topic of entrepreneurial orientation (EO) continues to receive a considerable
research attention from different streams of literature and it is strongly recommends that
entrepreneurial orientation (EO) remains a crucial research topic (Covin and Wales 2018;
Martens, C. D. P., Lacerda, F. M., Belfort, A. C., & Freitas 2016). Entrepreneurial orientation
can be defined as the “entrepreneurial strategy-making processes that key decision makers
use to enact their firm’s organizational purpose, sustain its vision, and create competitive
advantage” (Rauch et al.2009).

The components, measurement and effects of entrepreneurial orientation are matters
of ongoing discussion and debates. The present paper attempts to assess these issues on
the light of previous studies and suggest insights for future researches. It begins with
clarifying the concepts of entrepreneurial orientation and its source and components. The
main purpose of this paper revolve around addressing these matters in a new fashion and
assessing the conversation rather than proposing definitive answers to these issues as
they should rightfully remain open to discussion and debate.

ENTREPRENEURIAL ORIENTATION: THE CONCEPT :

In order to define the concept of entrepreneurial orientation, the meaning of the
word entrepreneur should be clarified. The term entrepreneur was derived from a French
entrepreneur literally meaning “undertaker’ and used to refer to those who undertake self-
employment for an uncertain return (Certo et al. 2009). The term entrepreneurship in
management and strategy literature is mostly revolving around the process of starting a
new business, entering a new market, developing a new product (Lumpkin and Dess
1996). Despite the absence of a universally accepted definition and the exact role of
entrepreneur, this study adopt the definition given by Venkatraman 1997 which state:
“entrepreneurship is a field of study on understanding ‘how opportunities to bring into
existence ‘future’ goods and services are discovered, created, and exploited, by whom,
and with what consequence”. This definition reflexes the French term entrepreneur and
elaborates it with the technical meaning associated with that term in strategy literature.
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Lumpkin and Dess (1996) state that entrepreneurship is concerned about the exploits
of a new business entering the market, starting a new company or product, whereas
entrepreneurial orientation is concerned about how the new entry is undertaken. While
some scholars focus on the establishment of a new entry (Zhang 2008), others refer to
entrepreneurial orientation as the sum of strategy-making processes that enable the
entrepreneur to enact his business plans and run his organisation accordingly (Lumpkin
and Dess 1996, Wiklund and Shepherd 2003).

The concept of entrepreneurial orientation has received a lot of attention from
researchers and has become a central concept in the domain of entrepreneurship (Covin et
al. 2006). Covin and Wales (2012) point out that entrepreneurial orientation has been a
main subject in entrepreneurship literature for more than 30years. Entrepreneurial
orientation has been used in more than 100 studies leading to a worldwide acceptance of
the conceptual meaning and relevance of the concept (Rauch et al. 2009).

ENTREPRENEURIAL ORIENTATION: SOURCES AND CONSEQUENCES :

Researcher mostly focused on the role of entrepreneur and entrepreneur’s
characteristics for understand the sources of entrepreneurial orientation. Johnson (1990)
advocates that entrepreneurs are the energizers of the entrepreneurial process and Zahra
(1993) claims that an entrepreneur’s characteristics lead to entrepreneurial orientation.
Entrepreneurial orientation is premised on the assumption that the individual
(entrepreneur) possesses certain characteristics of pro activeness, innovativeness, risk-
taking, autonomy and competitive aggressiveness. These characteristics along with other
organizational and environmental factors constitute the nature of entrepreneurial orientation
of the firm. Poon et al. (2006) suggest that the entrepreneurial orientation is produced
from internal locus of control and generalised self-efficacy, while Zhang (2008) names
several factors, such as innovativeness, entrepreneurship behaviour and environmental
factors. On the other hand, On the other hand, Lumpkin and Dess (1996) suggest that
entrepreneurial orientation is derived from the characteristics of the individual firm and it
may vary depending on the specific influences both internal and external to a firm.

Combining these different perspectives, this thesis considers entrepreneurial
orientation is derived from the innovativeness of entrepreneurs, internal locus of control
and generalised self-efficacy. Innovativeness can be labelled as the tendency of a firm or
entrepreneur to engage in a new way of doing that most probably resulted into new product
or services (Lumpkin and Dess 1996).

Although the previous studies seem to be quite similar in their understanding of
the sources of entrepreneurial orientation, the consequences of entrepreneurial orientation
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are fraught with some uncertainties and divergence in opinion. Rauch et al. (2009) suggest
that entrepreneurial strategy-making processes is the key decision maker which could be
used to enact a firm’s organizational purpose, sustain its vision and create competitive
advantage. This study is premised on a direct effect of entrepreneurial orientation on
superior firm performance. Figure 1.1 below shows the sources and effects of entrepreneurial
orientation based on suggestions of previous studies (Zhang 2008, Poon et al. 2006, Lumpkin
and Dess 1996).

Figure 1.1 Source and Consequence of Entrepreneurial Orientation
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Entrepreneurial Orientation: Components and Measurement :

Entrepreneurial orientation was first conceptualizes by Miller (1983) as a construct
of three components or dimensions: innovativeness, risk taking and proactiveness. These
three dimensions were later labelled by Covin and Slevin (1989) as making up ‘a basic,
one-dimensional strategic orientation’, and supported by Zhang (2008) when the study
gave a concrete evidence that that the three original components of entrepreneurial
orientation are positively correlated with each other and support a convergent validity.
The hierarchical relationship between the three original dimensions of entrepreneurial
orientation was further researched. Tang et al. (2009) proposed that the three unique
dimensions of entrepreneurial orientation are not separate autonomous constructs, but
antecedents or consequences depending on the internal and external context of the firm.
The following sections will briefly discuss the three dimensions of entrepreneurial
orientation.
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Proactiveness :

Market proactiveness refers to the extent to which a company anticipates and acts
on future needs, (Lumpkin and Dess 1996, Miller 1983). Proactive companies are often the
first firms to introduce new produces, engage in new projects or enter new markets.
According to Venkatraman (1989), proactiveness is the process of anticipating and acting
on future needs by:”seeking new opportunities which may or may not be related to the
presentline of operations, introduction of new product, and brands ahead of competition,
strategically eliminating operations which are mature ordeclining stage of the life cycle”.

Innovativeness :

Previous studies found that innovativeness results from the achievement made by
the firm in developing new products, services and processes. It is believed that innovative
firms are better performing than their competitors (Certo et al. 2009). Lumpkin and Dess
(1996) define innovativeness as the propensity of a firm to adopting new ideas, creative
processes and experimentation which lead to new products, services or technological
processes. Lumpkin and Dess (1996) note that the idea of innovativeness was first associated
with entrepreneurship by Schumpeter (1942) who emphasized the role of innovation in
the entrepreneurial process. Certo et al. (2009) say that an innovative entry by a firm is
able to disrupt existing market conditions and stimulate new demand by enacting
Schumpeter’s idea of the process of creative destruction which argues that the old
technology is replaced by new technology through innovation and economic revolution.

Risk-taking :

Miller (1983) defines risk-taking as the tendency of a firm to engage in high-risk
products, projects or process with the aid of managerial preferences who choose bold
actions to achieve a firm’s objective. However, Lumpkin and Dess (1996) argue that it is
significant to note that risk can have several meanings conditional to the context in which
it is applied. As Baird (1985) argues, risk-taking action in the face of serious uncertainty
may or may not necessarily lead to advantageous result. The unpredictability of results
from risk-taking means that it does not necessarily act as a positive dimension of
entrepreneurial orientation. Rauch et al. (2009)observations showed that the most adaptable
and useful measurement scale for entrepreneurial orientation is the one proposed by Covin
and Slevin (1989). Other measurement scales are those proposed by Naman and Slevin
(1993), Lumpkin and Dess (1996) and Miller (1983). It’s of interest to note that these
measurement scales were mixed by the researchers according to the suitability of their
studies.
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Entrepreneurial orientation and business performance :

The growing challenges in both global and domestic business environment call for
the adoption of entrepreneurial strategies to boost up business performance and
organizational challenges and changes (Peter and Melissa, 2015). Entrepreneurial orientation
can be defined as the “entrepreneurial strategy-making processes that key decision makers
use to enact their firm’s organizational purpose, sustain its vision, and create competitive
advantage” (Rauch et al. 2009). Even though entrepreneurial orientation has been
conceptualized in different ways there seems to be a growing consensus that entrepreneurial
orientation reflects three basic components —risk taking, proactiveness, and innovation
(Baker and Sinkula, 1999; Kropp, Lindsay, and Shoham, 2006; Matsuno, Mentzer and
Ozsomer, 2002; Verhees and Meulenberg, 2004; Wiklund, 1999; Wiklund and Shepherd,
2005). Based on meta-analysis, Rauch et al. (2009) had reported a correlation of 0.242 between
firm’s entrepreneurial orientation and firm’s performance. The theoretical basis for this
correlation is that risk taking, proactiveness, and innovation are very essential for dealing
with complex environments (Dess, Lumpkiand Covin, 1997). In the same way, for
developing sustainable advantages firms have to re-examine the fundamental processes
and introduce new products before competitors. The benefits of first-mover help the firm
to earn monopoly, attain higher profits and achieve superior financial performance
(Lumpkin and Dess, 1996; Wang, 2008).

Nonetheless, other researchers have examined that entrepreneurial orientation may
not necessarily lead to superior performance because entrepreneurial orientation processes
are both costly and time consuming (Dess, Lumpkin and Covin,1997; Pelham, 2000;
Wiklund, 1999). Further, some researchers had distinguished between large firms and
small firms and noted that focusing on entrepreneurial orientation may lead to misallocation
of the available resources since these scarce resources may be more effectively deployed in
other endeavours. Under this scenario, the sub-optimal deployment of resources causes
firm’s performance to suffer (Lumpkin and Dess, 2001; Merlo and Auh, 2009; Rauch et al.
2009). To explain these conflicting results findings, researchers have postulated that
entrepreneurial orientation acts on firm’s performance in different ways according to the
firm’s size because of the financial constraints that are associated with small and medium
firms. In other words, research and development processes require a huge budget which
cannot be afforded by small and medium enterprises. (Verheesand Meulenberg, 2004; Wang,
2008). More specifically, small and medium enterprises prefer to avoid taking risks or
funding uncertain initiatives because they are not able to recover from financial losses. As
such, an entrepreneurial orientation may be less useful for firms with small size since they
are less able to pursue expected risks as compared to firms with large size. Finally, the
impact of entrepreneurial orientation on firm performance may also depend on other
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organizational orientations that are included in any given analysis. For example, Matsuno,
Mentzer and Ozsomer (2002) found that the impact of entrepreneurial orientation on firm'’s
performance disappeared when market orientation was jointly examined. Wang (2008)
explained this outcome by suggesting that simply examining the direct entrepreneurial
orientation-performance relationship provides an incomplete picture of performance. In
short, although entrepreneurial orientation generally exhibits a positive effect on firm’s
performance, the significance of this effect may vary according to firm’s size, resources
constrains and the inclusion of other orientations in the analysis.

CONCLUDING NOTE :

Several recent reviews of the EO literature, including those of Gupta and Gupta
(2015), Martens et al. (2016), and Wales (2016), have offered valuable insights and
suggestions on matters within the EO research domain worthy of future study. The reader
is referred to these reviews as inspiration for identifying the types of EO research that are
likely to add significant value to the current knowledge base. Future researches need to
be integrated with other types of strategic ordination such as market orientation, technology
orientation and brand orientation. The there is a need for adopting configurational approach
for analyzing the impact of entrepreneurial orientation on business performance. The recent
calls of orientation literature need to be considered for the purpose of any empirical
investigation.
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ABSTRACT :

A firm considers various determinants when approaching a dividend policy decision. To
analyze the determinants of dividend policy in the context of Bangladesh, it is taken the
data of various financial indicators of sample Banks. The panel data analysis technique is
used for inferring the result. The result shows that the Lagged DPR, size, leverage have
positive impact e impact on the DPR. The decision maker, investors and other stakeholders
should follow these findings.

Key words : Panel data analysis, fixed effect model, Random effect model, EPS, MM model,
Lintner model.

1. INTRODUCTION :

Dividend may be defined as the distribution of created value to the shareholders. It
may be form of “Cash Dividend’ or through distribution of stocks of the company which is
known as ‘Stock Dividend’. Dividend policy may be defined as the trade-off between the
magnitude of retained earnings and distributed cash or securities. Dividend decision should
not merely be taken to be a decision of appropriation of profits to the shareholders. There
are several complex issues in it. As such the factors influencing the dividend decisions
have always been put under scanner by the experts and researchers in the field of financial
management. Dividend payment of a company is looked upon differently by different
sets of people associated with the company. For the investors, dividends are not merely
means of regular earnings but also an important input for determining the worth and
credential of the firm. For managers, dividend payment might well determine the level of
investment in profitable investment projects. Lenders look at it carefully because they feel
that the more the dividend payment, the less will be the amount available for servicing
and redemption of their claims.

Corporate dividend behaviour is looked upon in many ways by the experts in the
area of financial literature. Several theories evolved explaining corporate dividend
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behaviour. One such theory is known as ‘Signaling Theory’. According to this theory, a
firm uses dividend policy as a mechanism to signal outsiders regarding the stability and
growth prospect of the firm. Aharony and Swary (1980), Asquith and Mullins (1983) etc.
are the proponents of the signaling theory of dividend decision. However, recent studies
have not supported this hypothesized relationship between dividend changes and future
earnings (e.g., DeAngelo, DeAngelo and Skinner (1996), Benartzi, Michaely and Thaler
(1997)). Another theory in respect of corporate dividend policy goes by the name of
‘Incumbency Rent Theory’. Fudenberg and Tirole (1995) are the proponents of this theory.
According to this theory if managers enjoy private benefit from being in control, they
individually and rationally, smooth dividends. So, in bad times, they pay out too much
dividends to lengthen their tenure and in good times, the managers are not to be worried
about their tenure in office and naturally opt for lower dividend payment. Again, there is
the “Agency Theory’ of dividend payment. According to this theory, dividend policies
address agency problems between corporate insiders and outside shareholders. This theory
suggests that, unless profits are paid out to shareholders, they may be diverted by the
insiders for personal use or committed to unprofitable projects that provide private benefits
for the insiders. As a consequence, outside shareholders have a preference of dividends
over retained earnings. There is still another theory in the name of ‘Tax Clientele Theory’.
This theory is based on comparative tax treatment associated with cash received on account
of current dividend and cash to be received in the future as capital gains arising out of
change in share price. This theory uses the relative tax advantage of paying dividend now
or retaining the excess cash for future capital gains in explaining the dividend behaviour
of firms. This theory suggests that the tax on dividend (i.e., tax on current income) is
greater than or equal to the tax on capital gains (i. e., tax on future income). Again, tax on
dividend is to be paid now while tax on capital gains is to be paid in future. Thus, according
to this theory the optimal dividend policy is no or very low dividend payment. Brennan
(1970), De Angelo (1991), etc. are the proponents of this theory of dividend decision. Even
after such a long period of time since corporate dividend behaviour emerged as one of the
well-researched areas in financial management, dividend decision is still one of the thorniest
puzzle in corporate finance. Least to say, factors affecting such a decision remain to be one
of the areas where academicians and researchers are introspecting and have to do a lot. In
this backdrop, the present study looks into the pattern of dividend payments in Bangladeshi
context and analyzes the factors determining such payment of dividends.

2. PRIOR EVIDENCES :

2.1. Prior Evidences: Foreign Context

Lintner (1956) has made a pioneering study to see various aspects of distribution of
corporate earnings among dividends, retained earnings and taxes. He found that firms are
primarily concerned with the stability of dividends and managers appear to believe strongly
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that market puts a premium on firms with a stable dividend policy. He has also observed
that earnings are the most important determinant of dividend decision. He has pointed
out that most companies have a target payout ratio. If sudden surge in earnings occurs,
firms adjust their dividends slowly. Moreover, firms have found to be more reluctant to
cut dividends. He also argued that even if investment opportunities are abundant for a
firm, then also the firm opts to pay dividend at a level which is more or less the same as
that of the previous years. After that the firm judges the adequacy or otherwise of internal
funds and accordingly it decided on resorting to outside funds to meet that investment
requirement.

Collins, Saxena and Wansley (1996) have studied the role of insiders in determination
of dividend policy of a firm. Study results indicate that payout ratio is negatively related
to firm’s past and future expected growth rate of earnings, its level of systematic risk and
its insider holdings. They also found that regulatory status plays more important role in
the determination of strength of association between insider holding and payout ratio in
the case of utilities than in the case of financial firms.

Souza (1999) examined the effects of agency cost, market risk, and investment
opportunities on an international firm’s dividend policy. He used assets and previous
sales growth and market to book value of stock with its investment chances use as the
substitute for the agency cost, investment chances, market threat accordingly. He used the
three hundred forty nine companies as a sample worldwide for finding the relationship
among dividend payout, agency costs, investment chances, market threat. He used past
three years’ sales growth and market to book value of stock, as an alternative for the firm’s
investment chances in the near future. The dividend payout variable used in his study,
with 3 years straight average taken from 1995 to 1997, while the institutional holdings,
beta value, growth, and market and book values all pertain to the year 1997. He obtained
dividend payout, beta and growth data from Data Stream, while institutional ownership
is obtained from World Scope Disclosure. Multiple regression analyses are used for
explaining association among the dividend payout, agency costs, investment chances,
market threat payout ratio, where as dividend is dependent variable while beta, past
three years’ sales growth, percent age of assets, with market-to- book value are independent
variables. Outcome of this research maintain the previous research outcome because it
show agency cost and market threat is negatively effect on dividend payments, but it not
maintain the outcome about negative impact of investment chance on dividend, according
to this research investment chances has significant impact on dividend payout policy with
respect to international point of view.

Gugler (2003) observed that state-controlled firms are characterized by dividend
smoothening, very high payout and strong reluctance to cut dividends while family-
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controlled firms are not subject to dividend smoothening, have a low payout and are least
reluctant to cut dividends. According to him, this finding applies more to firms having
good growth prospects (positive R&D spending). But, in case of firms with low investment
opportunities (no R&D spending), target payout ratio tends to be much higher irrespective
of who controls the corporation (state control or family control).

Bathala and Rao (2004) inferred that firms with high dividend yields have lower
costs of capital. They found that large firms are associated with higher dividend yields.
Again, dividend yields of financial and public utility companies are found to be larger
than that of other types of companies. The factors like current ratio, geometric mean of
annual changes in Economic Value Added, insiders’ total shareholding as a percentage of
total shares outstanding are found not to play any significant role in determining dividend
yield of a firm.

Hedensted and Raaballe (2007) found that the characteristics of dividend payers
are: Positive earnings, high ROE (net earnings to book equity), low volatility in ROE, high
retained earnings, large firm size, and whether the firm paid out dividends in the previous
year. MV /BV, leverage and owner structure play no role in whether a firm pays dividends
or not.

Amidu (2007) examined whether dividend policy influences firm performance in
Ghana. The results show positive relationships between return on assets, dividend policy,
and growth in sales. Surprisingly, study reveals that bigger firms on the GSE perform less
with respect to return on assets. The results also reveal negative associations between
return on assets and dividend payout ratio, and leverage. The results of the study generally
support previous empirical studies. The main value of this study is the identification of
how dividend policy affects performance of firms listed on the Ghana Stock exchange.

Anil and Kapoor (2008) attempted to empirically analyze the determinants of
dividend payout ratio of Indian Information Technology sector. The paper also focuses on
identifying whether various factors available as per literature influence dividend payout
ratio in IT sector in India in existing scenario or not. Statistical techniques of correlation
and regression have been used to explore the relationship between key variables. Thus,
the main theme of this study is to identify the various factors that influence the dividend
payout policy decisions of IT firms in India.

Kang (2009) investigated why firms in different countries have established different
dividend policies using firm-level data from Australia, France, the U.K., and the U.S. Since
the dividend payout ratio (DPR) usually lies between zero and one, the multiple logistic
regression models for DPR is constructed on the basis of stylized dividend factors and
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new proxy variables on dividend policy. The results of the paper indicate that an explanation
of different dividend policies across countries requires not only consideration of various
dividend determinants but also their joint impacts. Firms in different countries have
statistically different dividend policies, because each country has different country specific
factors (i.e., managers’ attitudes, investors’ preferences, and economic conditions),
institutional factors (i.e. tax system and corporate governance system), and firms’ financial
structures (i.e. firm size, growth rate, and risk level). Further, each country has different
dividend determinants and the impact of dividend determinants on its dividend policy
varies across the sample countries.

Gupta and Banga (2009) studied on the determinants of corporate dividend policy.
A dividend decision of a firm is an outcome of various considerations. These considerations
differ across time and industry. The study re-examines various factors that have a bearing
on the dividend decision of a firm by using a two-step multivariate procedures. First,
factor analysis is performed on the data to extract prominent factors from various variables
and then multiple regressions is conducted such factors. Results of factor analysis indicate
that leverage, liquidity, profitability, growth and ownership structure are the major factors.
Regression on these factors shows leverage and liquidity to be the determinants of the
dividend policy for Indian companies.

Tsuji (2010) explored the determinants of the dividend policy of firms in the Japanese
electrical appliances industry. First, their empirical investigations reveal that in this industry,
corporate managers do not cater to investors’” demands in both their dividend initiation
and continuation decisions. Instead, in the Japanese electrical appliances industry, the
determinants of firms’ dividend policies are value-weighted dividend yields, value weighted
non payers’ size, and value-weighted after-tax earnings-to-total-asset ratios. Moreover,
cross-sectionally, this paper finds relations between corporate earnings and firm dividend
payments in general. However, on an aggregate time-series basis, dividend payments
tend to decrease company earnings in the Japanese electrical appliances industry, and this
means rejection of the traditional signaling hypothesis.

Hussainey et.al. (2010) found a positive relationship between dividend yield and
stock price changes and a negative relationship between dividend payout ratio and stock
price changes. In addition, their results show that firm’s growth rate, debt level, size and
earnings explain stock price changes. The study supports the fact that dividend policy is
relevant in determining share price changes for a sample of firms listed in the London
Stock Exchange. The challenge for managements/accountants is to generally improve the
quality of the financial statements (i.e. income statement) to avoid producing wrong
information which could lead to wrong decisions by investors.
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Mehdi Moradi , Mahdi Salehi and Honarmand (2010) studied on Dividend policy
which involves extremely important financial decisions which serve as a basis of numerous
theories. However, these theories have been developed in different fields, and according
to some evidence this policy remains a kind of dilemma in the financial cycles of
corporations. Thus they deal with them as one of the ten most crucial problems of
corporations. The aim of this study is to elaborate a model which would enable us to
examine the effects of dividends in relation to profitability, size, beta rate, the rate of retained
earnings, P/E, and debt ratio. In other words, their aim is to find an answer to this question:
Do these above mentioned factors affect the dividend policy in Iran or not? This research
covers all listed companies in the Tehran Stock Exchange between 2000 and 2008.According
to the results of the study there is a direct relationship between dividend and profitability.
However, the results also reveal that there is a reverse relationship of these factors with P/
E, beta rate and debt ratio. Furthermore, the results of the study show that there is no
meaningful relationship between the dividend policy and a company’s size and rate of
retained earnings.

Kinfe (2011) aimed at investigating the factors determining dividend payout policy
in Ethiopia bank industry. This study used a panel dataset of audited financial statement
of banks between the years of 2006 and 2010. Seven hypotheses were investigated using
OLS regression techniques. The models considered the impact of profitability, liquidity,
leverage, firm size, growth, and lagged dividend per share on dividend payout ratios.
Empirical results verified that the main characteristics of firm dividend payout policy were
that dividend payments related strongly and directly to firm size and lagged dividend per
share, but negatively to the liquidity ratio. However, there is no relationship of profitability,
leverage, and growth as independent variables with dividend payout. The statistically
significant variables may indicate that firms pay dividends with the intention of reducing
the agency problem. Mangers are reluctant to cut dividend. And, negative relation of
liquidity with dividend may indicate inefficient of bank industry. The results of this study
have delivered some insights on the determinant factors of dividend in Ethiopia.

Imran (2011) investigated the factors determine the dividend payout decisions in
the case of Pakistan’s engineering sector by using the data of thirty-six firms listed on
Karachi Stock Exchange from the period 1996 to 2008. By employing various panel data
techniques like fixed and random effects, the results suggest that the previous dividend
per share, earnings per share, profitability, cash flow, sales growth, and size of the firm are
the most critical factors determining dividend policy in the engineering sector of Pakistan.

Abassi and et al.(2012) found that the value of net profit, tax, earning per share and
gross sales are significant and positively related to the dividend payout. The value of cost
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of sales is significant and expenses are insignificant but both values are negatively related
to the dividend.

Alzomaia and Al-Khadhiri (2013) studied to examine the factors determining
dividend represented by Dividends per share for companies in the Saudi Arabia stock
exchanges (TASI). In this study they run a regression model and used a panel data covering
the period from of 2004 to 2010 for 105 non- financial firms listed in the stock market. The
model investigate the impact of Earnings per share (EPS), Previous Dividends represented
by dividends per share for last year , Growth, Debt to Equity (D/E) ratio, Beta & Capital
Size on Dividends per Share. The results consistently support that Saudi listed non-financial
firms rely on current earnings per share and past dividend per share of the company to set
their dividend payments.

2.2 Prior Evidences: Bangladeshi Context

Jahur and Nazneen (2005) identified, in the context of companies operating in
Bangladesh, some broad groups of factors affecting dividend decisions. These are: 1)Factor
of dividends, yield and payout ratio, 2) Factor of profitability and capital structure,3) Factor
of dividends and earnings volatility, 4) Factor of returns, profitability ratios and behaviour
of share prices and 5) Factor of firm’s profitability, changes in size and composition of
firm'’s share capital size. Thus, they found enough empirical evidence in respect of the fact
that corporate financial decision makers impart required considerations pertaining to capital
structure decision, expansion and growth of the firms, profitability and earnings volatility
and even behaviour of share prices.

Mollah(2008) investigated the behaviour of pay-out policy of Dhaka Stock Exchange
(DSE) listed firms preceding and following financial crisis to see whether dividend policy
appears as significant measure to protect the general shareholders’ interest after the crisis
in 1998. OLS models are tested on DSE data preceding (1988-1997) and following financial
crisis (1999-2003), on which no other study has been conducted yet. The empirical results
fail to trace noticeable improvements in pay-out policy after the market crisis and dividend
policy does not appear as a significant measure to protect the shareholders’ interest in the
emerging market of Bangladesh.

Hossain& Ali (2010) studied on Determinants of Dividend Policy of a Private
Commercial Bank in Bangladesh: Which is the Strongest, Profitability, Growth or Size?
Bank profitability, growth, and size are measured as potential determinants of dividend
policy during the same period of time. Statistical tools, such as multiple regression and
correlation, are used to determine factors that have statistically significant impacts on the
dividend policy of banks. The paper shows that while profitability appears to be a better

79



International Journal of Applied Management Research, Vol. 4 (No. 2), Page : 73 - 90

determinant of bank dividend policy than a bank’s growth and size, yet it may not be
concluded that profitability alone is a strong indicator of bank dividend policy over time
in the capital market of Bangladesh.

Huda and Farah (2011) explored the determinants of the dividend policy of firms
in the banking industry of Bangladesh. Dividend decision of a bank basically depends on
its size, profitability, liquidity and retained earnings. The study is an attempt to find out
the key dividend determinant variables and their impact over cash, stock and total payout
ratio. Statistical techniques of simple and multiple regressions have been used to explore
the relationships between variables. The investigation results show the predictor variables
have a significant relationship with stock payout and an apparent relationship with cash
payout. Amongst all the independent variables, Net Income turns out to be most influential
indicator in elucidating dividend payouts.

Sumaiya (2013) studied to determine factors that have statistically significant impacts
on the dividend policy of banks with multiple regression analysis and it is seen that bank
profitability, growth, and size are not significant in explaining bank dividend policy in
2006. However, their role in explaining dividend strengthens with time till 2010.

Ahmed and Mukit(2014) identified the impact of various factors determining the
firm’s dividend paying behavior in the capital market of Bangladesh. They found that in
Bangladesh profitability, corporate tax and market to book value ratios are the significant
determinants of dividend payout ratio and operating cash flow per share, current ratio
and debt to equity ratio are the insignificant determinants of dividend payout ratio.

3. PROBLEM STATEMENT :

Study of dividend payments has a very illustrious history. In 1956, John Lintner
has laid the foundation for the modern understanding of dividend policy. According to
him, dividends are sticky, tied to long-term sustainable earnings, paid by matured
companies and smoothened from year to year. Later, Miller and Modigliani (1961)
demonstrate that under the condition of perfect capital market and zero taxes, dividends
do not affect the value of the firm (Dividend Irrelevance theory) and as such the shareholders
are indifferent as to the payment of dividend and retention of profits. Consequently,
managers are not to bother too much about the incidence and quantum of dividend
payments. However, Gordon (1962) and Walter (1963), during the same time period, prove
dividend to be relevant for the valuation of the firm and hence the shareholders are seen to
be not at all indifferent as to the payment of dividend and retention of profits.

From the above literature review, I have taken the factors, which influence on
dividend decision. It is observed that the research work in this field is not sufficient in
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Bangladesh. This issue motivates us to conduct the study in this field. Previous results
also show that dividend rate is more or less explained by a good number of explanatory
variables. But the explanatory power of these variables comes down considerably in the
matter of their relation with dividend payout or dividend yield. The purpose of the study
is to identify the determinants of dividend policy decision and it nature of influence on
dividend decision in the capital market of Bangladesh.

4. RESEARCH QUESTIONS :

What are the determinants or factors of dividend decision in Banking Sector of
Bangladesh?

5. OBJECTIVES :

(@) To analyze the determinants of dividend policy in the context banking sector
of Bangladesh.
(b) To suggest a comprehensive dividend policy framework for improving the

dividend policies

6. RESEARCH DESIGN :
6.1 Sample:

The study is based on secondary data obtained from published annual reports of
sample banks, monthly review of Dhaka stock exchange and website of DSE. The sample
includes listed banks of DSE. It is taken 22 banks from banking sectors as sample. The
sample period is 20 years from 1994 to 2013 for study.

I have taken banks, which are enlisted before 2010 in DSE as population. From the
population (30), it is taken 22 banks as sample through sample size determination
techniques.

Nnh =

1+N(e)?
n = Sample size, N= Population size,e= level of precision)

6.2 Hypothesis :

H,: Dividend payout is not influenced by the factors: Lagged dividend payout ratio, Earnings
per share, Cash flow, Sale growth, liquidity, Institutional ownership, Sponsor ownership, Individual
ownership, Leverage, Risk, Age, Size, Relative tax, Return on assets, Investment Opportunity,
Retained earnings to equity.
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6.3. Variables used in study :
Dependent Variable: Dividend Payout Ratio (DPR)

Independent Variables : Lagged dividend payout ratio, Earnings per share, Cash flow,
Sale growth, liquidity, Institutional ownership, Sponsor ownership, Individual ownership, Leverage,
Risk, Age, Size, Relative tax, Return on assets, Investment Opportunity, Retained earnings to

equity.
6.4 Model & Methods:

I have identified the dependent and independent variables and have chosen the
proxies for the variables depending on the previous empirical evidences in this case. The
study has run the pooled data and panel data regression based on the selected proxies. In
this approach, more emphasis is given to the previous studies for identifying variables.
Michaelsen (1961), Gerber (1988), Holder et al. (1998), and Saxena (1999) adopted this
approach in their empirical studies.

This theoretical statement could be framed as:

DPR = a + aDPR,_+ 4EPS + aLEV + aCF + aSG + aSIZE + aLIQ + a,
OWN(SPONSOR), + a, OWN(INST), + a,, OWN(IND),+ a RISK + _ AGEit+
a,RELATAX +a, RE/TE + a,ROA, + 4  INVEST OPPORT, +u,

Where,

Dependent Variable:

Dividend Payout Ratio = Cash dividend per share/Earning per share*100
Independent Variables:

DPR,,= Lagged dividend payout ratio

EPS (Earnings per share) = Net Profit/Total Shares

CF (Cash flow) = Net cash flow/ total number of share

SG (Sale growth) = (Sales-Sales, )/ Sales,,*100

SIZE (Size) = Log of Total Assets

LIQ(Liquidity) = Quick Ratio ((current assets-inventory)/current liabilities)

OWNIST (Institutional ownership) = No. of Share held by institution/total no. of share
OWNSPONSOR (Sponsor ownership) = No. of share held by sponsor/ total no. of shares
OWNIND(Individual ownership)= No. of share held by individual/ total no. of shares
LEV(Leverage)= Total liabilities/ total assets

Risk= standard deviation of daily stock return over 365 days (Volatility)

RELATAX (Relative tax) = Capital gain tax rate/ Dividend tax rate

ROA (Return on assets) = Net income/ Total asset

INVESTOPP (Investment Opportunity) = (Net fixed asset-net fixed asset, )/ net fixed
asset,,*100
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RE/TE (Retained earnings to total equity ratio)= (Retained earnings/total shareholders’
equity)*100
Firm age (AGE)= Natural log of No. of years of listing on the stock exchange

METHODS :
Descriptive statistics and panel data analysis are used to analyze the results.

6.4 Conceptual Framework :

Determinants of

Dividend Dividend Decision
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7. PANEL DATA ANALYSIS : INANCIAL SECTOR :

The Hausman test

Table : 1
Hausman test

hausman fixed random

---- Coefficients ----
| () (B) (b-B)  sqrt(diag(V_b-V_B))
| fixed random Difference S.E.
e e e e e e e e
LaggedDPR | .047470 .1810952 -.1336250 .0260035
EPS | -.0098632 -.0137096 .0038465 .0187579
Ownspons | .0108198 -.0599922 .070812 2991853
Ownindivid~1 | .0977698 -.0156527 .1134225 2742136
Risk | -.0812109 -.0435148 -.0376961 .0846373
CF | -.0071415 -.0086699 .0015284 .0032883
SG | -.0043674 -.0062192 .0018519 .0085202
Size | 3.090687 8.580607 -5.48992 7.388649
Lev | 1.502218 1.703926 -.2017074 4084503
RETE | -.1923066 -.4311597 .2388531 2540661
ROA | .9413639 -.0917882 1.033152 1.25011
Investment~y | -.0152238 -.0155631 .0003393 .009865
Age | 8.706042 -.0326057 8.738648 9.911322

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic

chi2(13) = (b-B)[(V_b-V_B)A(-1)](b-B)

= 10.24
Prob>chi2 = 0.6744
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From the table 1, It is observed that the probability is 0.6744( more than 0.05), so, I have
accepted the null hypothesis that individual effect are random and that RE provides
consistent estimates.

RANDOM EFFECT (RE) :

Linear Random effects models are estimated via Generalized Least Squares
(GLS). If there are no omitted variables (or if the omitted variables are uncorrelated with
the variables that are in the model) then a random effects model is preferable to fixed
effects because (a) the effects of time-invariant variables can be estimated, rather than
just controlled for, and (b) standard errors of estimates tend to be smaller. Random
effects assume that the entity’s error term is not correlated with the predictors which
allows for time-invariant variables to play a role as explanatory variables.

In random-effects I need to specify those individual characteristics that may or
may not influence the predictor variables. The problem with this is that some variables
may not be available therefore leading to omitted variable bias in the model.

Table : 2

Random Effect Model
Random-effects GLS regression Number of obs = 219
Group variable: Company Number of groups = 21
R-sq: within =0.5920 Obs per group: min = 4
between = 0.4424 avg = 10.4
overall = 0.5603 max = 19

Wald chi2(13) = 21.12
corr(u_i, X) =0 (assumed) Prob> chi2 = 0.042

DPR | Coef. Std. Err. z P>|z| [95% Conf. Interval]

e
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EPS | -.0137096 .0155353 -0.88 0.378 -.0441583 .016739
Ownspons| -.0599922 .3300933 -0.18 0.856 -.7069631 .5869787
Ownindividual | -.0156527 .3093882 -0.05 0.960 -.6220424 .590737
Risk | -.0435148 .3024164 -0.14 0.86 -.6362401 .5492104
CF | -.0086699 .0095989 -0.90 0.366 -.0274834 .0101436
SG | -.0062192 .0277021 -0.22 0.822 -.0605143 .0480758
Size | 8.580607 4.271738 2.63 0.021 -1.75181
18.91302
Lev | 1.703926 .725527 2.35 0.019 281919
3.125933
RETE | -4311597 .3798163 -1.14 0.256 -1.175586 .3132665
ROA | -.0917882 1.154157 -0.08 0.937 -2.353895 2.170319
Investmentopportunity| -.0155631 .0298948 -0.52 0.603 -.0741558
.0430296
Age | -.0326057 5.714706 -0.01 0.995 -11.23322 11.16801
_cons | -87.39509 66.27322 -1.32 0.187 -217.2882 42.49804
Y
sigma_u| 10.597082
sigma_e| 46.247752
rho | .49884730 (fraction of variance due to u_i)
modifiedBhargava et al. Durbin-Watson = 1.9508
Baltagi-Wu LBI = 2.0119057

COEFFICIENT OF MULTIPLE DETERMINATION (R?:

The summary of the model is shown in table 2. The R* shows the amount of
variance of DPR of explained by Lagged DPR, EPS, SIZE, AGE, INVT.OPP, LEV,
OWNSPONS, OWNINDIVIDUAL, RISK, CF, SG, RETE, and ROA. The value of R? of the
model is 0.592(within) which indicates that the independent variables explain 59.2% of the
dependent variable (DPR). This represents satisfactory result for interpreting the model.

SIGNIFICANT OF THE MODEL: WALD CHI -SQUARE TEST :

In table 2, The Wald Chi-square value represents the significance of the model. The
wald chi-square value of model is 21.12(p=0.042) which is statistically significant. It is
interpreted that the model significantly improves the ability to predict the outcome variable
(dependent variable). The Wald chi-square provides significant explanation of variation in
the DPR of financial sector.
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SIGNIFICANT OF THE VARIABLES/MODEL PARAMETERS:

The result of model parameter is shown in table 2. In the model, the Coefficient
values of Lagged DPR, Size, and leverage are 0.181, 8.58, and 1.70 respectively. It infers
that the Lagged DPR, Size, Leverage have positive impact on the DPR.

The t test associated with coefficient value is significant then that predictor is making
a significant contribution to the model (if the value is less than 0.05). The smaller the value
of significance, p value (the larger the value of t) is the greater the contribution of that
predictor (independent variable). From the table 2, it is observed that the t value of Lagged
DPR, Size, Leverage, are 2.51(p=.035), 2.63(p=.021), 2.35(p=-.019),  respectively which
are significant at 5 percent level of significant. The p values of the independent variables
Lagged DPR, Size, leverage, are less than .05 which also indicates the significance of the
variables. So, finally it is concluded that among the independent variables Lagged DPR,
Size, leverage have positive impact on the DPR.

7. SUMMARY OF FINDINGS :

Model: DPR = -87.39 + 0.181DPR_-0.13EPS, +1.7LEV,-0.008CF, -0.0062SG,
+8.58S1ZE, -0.059 OWN(SPONSOR)_ -0.015 OWN(IND)_ -0.043 RISK  -0.032 AGE, -0.431
RE/TE, - 0.091 ROA_ - 0.019 INVEST OPPORT, +u_

DPR ,(Lagged dividend payout ratio):

This result indicates that the lagged dividend payout ratio is statistically positively
significant. The higher coefficients and associated t-statistics of DPR , in the research imply
the greater importance of past dividend in deciding the dividend payment. For taking
dividend decision the previous year dividend is considered.

This result is similar to various studies. According to Pandey (2001), past dividend
paid by the companies is highly significant to the current dividend payout ratios for all
industries in the Kuala Lumpur Stock Exchange (KLSE). Previous year’s dividend payment
have been regarded as the primary indicator of a firm’s capacity to pay dividends (Lintner,
1956), because it is assumed that the management will maintain a stable dividend policy.
Ahmed and Javid (2009) examined the dynamics and determinants of dividend payout
policy of 320 non-financial firms.

SIZE (Size) :

The coefficient of size is is positively significant. The positive relationship between
dividend payout policy and firm size is also supported by a growing number of other
studies (Eddy and Seifert, 1988; Jensen et al., 1992; Redding, 1997; Holder et al., 1998;
Fama and French, 2000; Manos, 2002; Mollah 2002; Travlos et al., 2002; Al-Malkawi, 2007).
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As mentioned previously, larger firms pay a higher cash dividend for several
reasons. First, large firms face high agency costs as a result of ownership dispersion,
increased complexity, and the inability of shareholders to monitor firm activity closely.
Hence, such firms pay a larger dividend to reduce agency costs (Jensen and Meckling,
1976; Lloyd et al., 1985). Second, as a result of the weak control in monitoring management
in large firms, a large dividend payout increases the need for external financing, which,
in turn, leads to the increased monitoring of large firms by creditors. This may be a quality
that is attractive to the shareholders (Sawicki, 2005). Another explanation for this positive
association might be related to large firms’ easier access to capital markets, and their ability
to raise funds with lower issuance costs for external financing. Consequently, large firms
are better able than small firms to distribute higher dividends to shareholders (Holder et
al., 1998).

LEV (Leverage) :

The coefficient of leverage is positively significant. Because, the, firms with high
leverage ratios have high transaction costs, and are in a weak position to pay higher
dividends to avoid the cost of external financing. In some industries payout and leverage
ratios are positively related while in other industries the relationship is negative. Mollah et
al. (2001) examined an emerging market and found a direct relationship between financial
leverage and debt-burden level that increases transaction costs.

8. RECOMMENDATIONS :

Panel Data Analysis reveals that the Coefficient values of Lagged DPR, Size, and
leverage are 0.181, 8.58, and 1.70 respectively. It infers that the Lagged DPR, Size, Leverage
have positive impact on the DPR. The companies should follow continuous dividend policy
practices with a view to boosting investor morale as well as keeping stock market as safe
harbor for investment and financing. The dividend decision makers should consider the
lagged DPR, Leverage, and size of the Bank for giving dividend to the shareholders. The
decision maker, investors and other stakeholders should follow these findings.

9. CONCLUSION :

The purpose of the study is to identify the determinants of dividend decision of
listed banks in DSE. . It infers that the Lagged DPR, Size, Leverage have positive impact
on the DPR. These findings will help the investors, dividend decision maker and other
related parties in the capital market of Bangladesh. It is very difficult to collect the data of
large periods. The future researcher can study on other listed and non listed financial
sectors.
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ABSTRACT :

Financial statements are the reflections of business decisions during the year. It reflects
the financing, investing and operating decisions of a business firm. It provides the
information about the financial position at the end of the year and financial performance
during the year. These financial statements are very much useful to different users for
their own decision making and in order to make it more reliable and relevant, analysis of
such statements is necessary. A critical analysis of financial statements of a company
provides the useful information about the profitability, liquidity, solvency and efficiency
of that company. The present study aims at analysing the financial statements of National
Aluminium Company Limited which is a Central Public Enterprise under the Ministry
of Mines, Government of India from 2012 to 2016 i.e., for 5 years. The overall findings of
this study has been is satisfactory and some of the areas have very good performance.

Keywords : Financial Statements, Liquidity Analysis, Solvency Analysis, Profitability
Analysis and Cash Flow Analysis.

1. INTRODUCTION :

The acronym NALCO stands for National Aluminium Company Limited which is
a Navratna Central Public Sector Enterprise (CPSE) under Ministry of Mines, Government
of India. The Company is listed at Bombay Stock Exchange (BSE) and National Stock
Exchange (NSE). The study, hereby, probes into the financial statements of NALCO with
the aid of different types of analysis encompassing horizontal analysis or trend analysis
and vertical analysis.

Before proceeding further,the paramount aspect is to understand “What financial
analysis is and its need and importance? What are different forms of financial analysis?”
Financial analysis (often alluded to as financial statement analysis or analysis of finance or
accounting analysis) refers as a process or an activity of selecting, evaluating and
interpretingfinancial data along with other pertinent information accountable to formulate

91



International Journal of Applied Management Research, Vol. 4 (No. 2), Page : 91 - 125

an assessment ofa company’s viability, stability and profitability.Financial statement
analysis is an imperative and integral part of business analysis.

Financial statement analysis facilitates in analyzing a company’s financial position
and performance, assessing future financial performance, reducing reliance on hunches,
guesses, and intuition for business decisions, dwindling the uncertainty of business analysis,
providing a systematic and effective basis of business analysis, providing managers with
inklings to strategic changes in operating, investing & financial activities, enabling
company’s operation for the current year with that of prior year as well as the industry
norms, helping different users of financial statements for gauging the company’s
performance from their respective objectives.

There are two major discrete forms of financial analysis which are a) Horizontal
Analysis and b) Vertical Analysis. The above forms have been ventilated in succinct: a)
Horizontal analysisis an analysis of a company’s financial statements with historical financial
information over a number of reporting times. It is further categorized into i) Comparative
Analysis and ii) Trend Analysis. Whereas b) Vertical analysis is an analysis conducted on
financial statements of a particular time period only. It is also acknowledged as Static
Analysis. Moreover, it is classified into i) Common Size Analysis and ii) Ratio Analysis.

In addition to this, financial statement analysis entails different techniques such as
Comparative financial statement analysis, Common size financial statement analysis, Trend
analysis, Ratio analysis. Comparative analysis, also described as comparison analysis, is
used to assess the financial relationships between variables over two or more reporting
periods.Common size or, vertical analysis, is a mode of evaluating financial data by
demonstrating each item in a financial statement as a percentage of a base amount for the
sameperiod of time. Here, Income statement items are stated as a percent of net sales
whereas balance sheet items are stated as a percent of total assets (or total liabilities and
shareholders’ equity).A trend analysis is an aspect of technical analysis that tries to envisage
the future movement of a stock based on precedent data.Trend analysis is based on the
proposition that what has happened in the past gives merchants an outlook of what will
happen in the future. However, ratio analysis is employed in to assess various aspects of
a company’s operating and financial performance for instance its efficiency, liquidity,
profitability and solvency.

2. LITERATURE REVIEW :

Dr.R.V.Keshwava (2009) aims to “ Analyse the financial performance of aluminium
industry in India”. He, thus, covered large plants of aluminium group of companies. For
the purpose of his study, he used the help of techniques such as ratio analysis, trend
analysis, and statistical analysis such as chi- square.
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M.D.Aminul Islam (2014) strives to study “Financial performance of National Bank
Limited”. He proffers that to identify whether any difference prevails between a banks’
years of operation and its performance classifying two periods i.e. 2008-10 and 2011-13.
For his study, he took the help from several online sources; financial ratio analysis method
was used to draw out an overview about the financial performance of the National bank
limited in terms of its profitability, liquidity and credit performance. He has used SPSS for
t-test which will test the hypotheses. The results from his study corroborate that the overall
bank performance in terms of return of assets, return of equity, liquidity and credit
performance has been progressing since the year 2008 up to the year 2011 and dwindling
in the year 2012 including 2013.

MohdTaqi (2014) focuses on “Financial performance evaluation of minerals and
metals trading corporation (MMTC) of India since liberalisation”. It also focuses on the
performance of its shares (price behaviour) in the stock market.His study is also primarily
based on the secondary data obtained from the published annual reports of MMTC Ltd.
since liberalization. The time period of twenty two years from 1991-92 to 2012-13 is
considered for the study. Further, accounting and financial tools and statistical tools such
as descriptive statistics, correlation, and regression analysis have been a major role for the
evaluation purpose. Later, the researcher articulates that the company has employed a
huge amount in inventories; he also adds that a significant value in shareholder’s wealth
has been encountered. The study deduces that stock split decision had no imperative impact
on share price of the company. The researcher suggest that the company should diminish
its loan practices and focus on getting hold of equity capital to reduce its interest expenses
because of low profit margin.

Doron Nissim, Stephen H. Penman (2001) outlines a financial statement analysis
for use in equity valuation. They incorporate and extend standard profitability and are
complemented with an analysis of growth. In their paper, they distinguish the analysis of
operating activities from the analysis of financing activities. Their perspective is of
forecasting payoffs to equities. For providing historical benchmarks for forecasting, typical
values for ratios are documented for the period 1963 to 1999, along with their cross sectional
variation and correlation. In order to forecast, the time series behaviour of many of the
ratios is also expressed.

Muthusamy and Gauri (2012) studied on the Performance Appraisal of Hindustan
Petroleum Corporation Limited and highlight the effectiveness of long term as well as
short term financial policies of the industry. The objective of the study is to show the
financial performance and its financial position with the help of different ratios like: financial
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leverage, operating leverage, earning per share ratio, solvency ratio, reserve to capital
ratio and proprietary ratio.

T. Rajasekar, Sania Ashraf, MalabikaDeo (2014) endeavoured an enquiry on to
the financial distress of Indian Navratna companies during the period 1995 to 2012. She
evaluated all the necessary data with the help of appropriate financial ratio. The data were
accumulated from Centre for Monitoring Indian Economy (CMIE) data base and
administrative reports of the respective companies throughout the study period. From
their study, it is revealed that few Navratna Companies were found financially healthy
during the study period whereas rest of the selected companies indicated financial feeblish.
They inferred that companies may find themselves in hasslein absence or shortage of distress
funding from the government at the time of need. They added that it may be traumatic for
the companies to raise fund from market as they may not considered as investment worthy
in future.

Dr. S.K. Khatik and Dr. Kamal Kishore Dhote (2018)focuses on the short term
aspects of corporate finance activities i.e. working capital management. They assert that
excessive investment in cash and liquid assets may not be the elite use of company resources.
In this context, they attempt to evaluate working capital and working capital management
policy of NALCO during the financial period from 2007-08 to 2016-17. They have analyzed
the working capital position of the company by using financial ratio technique and impact
of working capital on the profitability of the company. The result of their study indicates
to unsatisfactory state of working capital of the company. However they revealthat there
is no significant impact of working capital on profitability position of the company. There
have been sales and other factors whicheffected profit of NALCO ltd. rather than working
capital. They suggested company should improve their current assets position in
comparison with current liability, company should strengthen their liquidity position;
reduce average stock for enhancement of stock turnover ratio.

Dr. S. Poongavanam (2017)aims to study the financial statement of five years of
Das Limited and examine it with the aid of comparative study; to determine the financial
strength and weakness of the enterprise. The study is done with the help appropriate tools
like financial analysis like ratio analysis and comparative balance sheet. The outcome of
her study is that financial performance for each succeeding year is satisfactory. The
enterprise, however, higher amount of current liabilities and provision for which she suggest
that the enterprise should make timely payment.

M. Syed Ibrahim (2010) studied the performance of the Regional Rural Banks (RRBs)
in India where his research is diagnostic and exploratory in nature and mainly based on
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the secondary data. The researcher investigated whether the merger or amalgamation of
RRBs undertaken in the year 2005-06 helped in recuperating their performance. It
inferredthat performance of rural banks in India has improved after process of
amalgamation which has been initiated by the GOL

3. RESEARCH PROBLEM :

A number of studies reviewed, concentrate on financial performance of different
organization which substantiate that every little work has been conducted meticulously
for their respective purposes. However, some of the studies have been done in a different
sector of economy especially regarding their financial performance rather than performing
a study on financial statement analysis of an individual company as such. No particular
study has been conducted on the financial statement analysis of the company entitled
NALCO Itd. Hence, in this study, it has made an attempt to evaluate the financial
performance of the company NALCO ltd. by analysing its financial statement. Through
this study, it has been endeavoured to fill the gap of research in this specific area of study.

4. OBJECTIVE OF RESEARCH :

The objectives of the study are as follow:

. To study the financial performance of the company over the past five years.

* To study the liquidity position of the company.

* To study the profitability position of the company.

* To study the solvency state of the company.

. To study the financial efficiency of the company.

5. RESEARCH METHODOLOGY :

The research is an analytical research entirely based on the secondary dataset. The
annual reports of the past five successive years i.e. 2011-12, 2012-13, 2013-14, 2014-15 and
2015-16 of NALCO Ltd. are taken into account for the research datawhich are published at
the end of every financial year on the company’s website. Other pertinent information
accessible from the report of financial statement of the specified company is thoroughly
analysed to reach at an inference about the financial position of the company for the given
period of time.The collected information and data have been systematically arranged,
synthesized, tabulated and analysed. Figures have been dissected using financial tools
such as ratio analysis, trend analysis, comparative statement analysis, common size
statement analysis and statistical tools such as average and percentage and have been
interpreted using tables and charts. Other sources have been referred for the purpose of
the study such as online articles, e-books.
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6. DATA ANALYSIS AND INTERPRETATION :
6.1. ComparativeAnalysis
6.1.1. Comparative Balance Sheet of NALCO Itd.

Table :1
Comparative Balance Sheet

Comparative Balance Sheet of NALCO as on 31% March 2015 and 2016

PARTICULARS AS ON 31st March(INCREASE/DECREASE)
2016 2015 ABSOLUTE %
(Rs. In Cr) (Rs. In Cr) FIGURE
(Rs in Cr)

EQUITY AND LIABILITIES
Shareholders’ funds
Share Capital 1,288.62 1,288.62 0.00 0%
Reserves and Surplus 11,619.06 11,508.68 110.38 1%
Non-current Liabilities
Deferred tax liabilities(Net) 1,110.09 1,105.27 4.82 0%
Other Long Term Liabilities 68.26 65.3 2.96 5%
Long Term Provisions 223.72 24276 -19.04 -8%
Current Liabilities
Trade Payables 581.38 440.18 141.20 32%
Other Current Liabilities 1,350.45 1,340.65 9.80 1%
Short-term provisions 277.41 186.21 91.20 49%
Total 16,518.99 16,177.67 341.32 2%
ASSETS

Non-current Assets
Fixed Assets

Tangible Assets 6,328.89 6,509.21 -180.32 -3%
Intangible Assets 138.61 136.21 2.40 2%

Capital work-in-progress 661.36 549.73 111.63 20%
Non-Current Investments 811.08 1.04 810.04 96%
Long term loans and advances 1,347.55 1,221.85 125.70 10%
Other non-current assets 49.48 47.45 2.03 4%

Current Assets

Current Investments 66 950 -884.00 -93%
Inventories 1,126.97 1,165.56 -38.59 -3%
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Trade receivables 235.21 120.82 114.39 95%
Cash and Bank Balances 4,933.53 4,627.98 305.55 7%
Short-term loans and advances 586.67 607.54 -20.87 -3%
Other current assets 233.64 240.28 -6.64 -3%
Total 16,518.99 16,177.67 341.32 2%
INTERPRETATION :

Table-1 depicts Comparative Balance Sheet as on 31 march 2015 and 2016. The
following cruxes are attained:

. The share capital of the company remained same in both the years 2016 &
2015. It denotes no new shares issued in the current year.
. Reserves & Surplus of the current year 2016 has been escalated by 1% in

comparison with the previous year 2015. There has been nominal change in
the current year by 1%. It indicates that company might have created more
reserves or yielded surplus.

. Shareholders” fund increases in the current year. It reflects that since the share
capital remained same, the increase in reserves & surplus has increased the
shareholders” fund in the year 2016.

. Non- current liabilities of the current year 2016 decreases by 3% in comparison
with the previous year 2015 though Other Long term Liabilities increased by
5% in current year, but long term provisions diminished by 8% in comparison
with the previous year, minute changes incurred in deferred tax liability.
Increase other Long term liabilities indicates more borrowings of the company.

. Trade Payables, other current liabilities, short term provisions increased by
32%,1%,49% respectively in comparison with the previous year 2015. It reflects
the increment of current liabilities. Increase in trade payables implies some
credits have been taken as it includes bills payable and sundry creditors.

3 Tangible fixed assets reduced by 3% in comparison with previous year indicates
sale of tangible fixed assets in the current year 2016. Intangible fixed assets
inclined by 2% which also includes software, mining rights. Increase in Non-
current Investment by 96% in the current year represents heavy purchase of
non-current investments. It results an increase in non-current assets.

3 Inventories decreases by 3% which implies sale of inventories in the current
year 2016. Increase in trade receivable denotes increase in debtors and bills
receivables indicating goods might have sold out in credit and company has
become more effective in collection of receivables. Cash & Bank balances
increased in the current year due to the additional inflow of cash. No changes
found in overall current assets with comparison to the previous year.
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6.1.2. ComparativeStatement of Profit and Loss of NALCO Ltd.

Table :2
Comparative Statement of Profit and Loss Account

Comparative Statement of Profit and Loss for the year ended 31st March 2015 and 2016

PARTICULARS AS ON 31st March (INCREASE/DECREASE)
2016 2015 ABSOLUTE %
(Rs. In Cr) (Rs. In Cr) FIGURE
(Rs in Cr)
Sales (Revenue from operations) 6,816.00 7,382.81 -566.81 -8%
LESS: Cost of goods sold:
Materials consumed 1,104.40 1,031.59 72.81 7%
Power and Fuel 1,864.61 1,802.24 62.37 3%
Changes in inventories of finished goods, Inventories and work-in-progress 8.99
29 6.09 2%
2,978.00 2,836.73 141.27 5%
GROSS PROFIT 3,838.00 4,546.08 -708.08 -16%
LESS: Administrative expenses
Employee benefits expense 1,361.36 1,377.91 -16.55 -1%
Other expenses 1,556.58 1,462.15 94.43 6%
2,917.94 2,840.06 77.88 3%
PBITDA'& exceptional items 920.06 1,706.02 -785.96 -46%
LESS: Exceptional items 53.45 148.42 -94.97 -64%
866.61 1,557.60
LESS: Depreciation and amortization expense 424.09 413.66 10.43
3%
PBIT?> 442.52 1,143.94 -701.42 -61%
LESS: Interest (Finance Cost) 1.21 0.00 1.21
PBT? 441.31 1,143.94 -702.63 -61%
LESS: Tax
(1) Current Tax 375.6 520.63 -145.03 -28%
(2) Deferred Tax 4.82 249.68 -244.86 -98%
(3) Earlier Years 8.67 21.26 -12.59 -59%
389.09 791.57 -402.48 -51%
PAT* 52.22 352.37 -300.15 -85%
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INTERPRETATION :
Table (ii)illustrates Comparative Statement of Profit and Loss Account as on 31
march 2015 and 2016. The following cruxes are attained:

*

The Sales (Revenue from operations) of the company dwindles by 8% in
comparison with the previous year 2015. It implies the company’s inability
to generate more sales.

Cost of Goods sold increases in the current year 2016. It reflects an escalation
in the consumption of raw materials; power and fuel; Changes in inventories
of finished goods, Intermediaries and work-in-progress by 7%, 3%, 2%
respectively.

Operating expenses inclined in the current year due to the increase in other
expenses by 6% and plummet in employee benefits expenses by just 1%.
PBIT decreases by 61% depicting decrease in exceptional items by 64% and
increase in depreciation and amortization by 3% in comparison with the
previous year 2015.

PAT remains 85% less than the previous year 2015 after charging interest
(finance cost) and tax.

6.2. COMMON SIZE ANALYSIS :
6.2.1.Common Size Balance Sheet of NALCO Ltd.

Table :3
Common Size Balance Sheet

Common-Size Balance Sheet as on 31 March 2015 and 2016

PARTICULARS 2016 2015

(Rs. In Cr) % (Rs in Cr) %
EQUITY AND LIABILITIES
Shareholders’ funds
Share Capital 1,288.62 8% 1,288.62 8%
Reserves and Surplus 11,619.06 71% 11,508.68 70%
Non-current Liabilities
Deferred tax liabilities(Net) 1,110.09 7% 1,105.27 7%
Other Long Term Liabilities 68.26 0.41% 65.3 0.40%
Long Term Provisions 223.72 1% 24276 2%
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Current Liabilities

Trade Payables 581.38 4% 440.18 3%
Other Current Liabilities 1,350.45 8% 1,340.65 8%
Short-term provisions 27741 2% 186.21 1%
Total 16,518.99 100% 16,177.67  100%
ASSETS

Non-current Assets

Fixed Assets

Tangible Assets 6,328.89 38.31% 6,509.21 40%
Intangible Assets 138.61 0.84% 136.21 1%
Capital work-in-progress 661.36 4.00% 549.73 3%
Non-Current Investments 811.08 4.91% 1.04 0.01%
Long term loans and advances 1,347.55 8.16% 1,221.85 8%
Other non-current assets 49.48 0.30% 47.45 0.29%
Current Assets

Current Investments 66 0.40% 950 6%
Inventories 1,126.97 6.82% 1,165.56 7%
Trade receivables 235.21 1.42% 120.82 1%
Cash and Bank Balances 4,933.53 29.87% 4,627.98 29%
Short-term loans and advances 586.67 3.55% 607.54 4%
Other current assets 233.64 1.41% 240.28 1%
Total 16,518.99 100.00% 16,177.67 100%
INTERPRETATION :

*

Table-3 depicts Common Size Balance Sheet as on 31** march 2015 and 2016.
The following cruxes are drawn out from this table:

In 2015, Shareholders” fund is 78 % whereas in 2016 it has been ascended to
79% indicating a small change incurred in Reserve and surplus i.e. increased
by 1%.

In 2015, Non- current liabilities is 9.4% whereas in 2016 it has been declined
to 8.41%. It denotes that long term provisions decreased leaving non- current
liabilities dropped by 1%.

In 2015, the Current liabilities are 12% whereas in 2016 it upsurges to 14%. It
denotes that both trade payable & short term provisions increased by 1%
each leaving current liabilities increased by 2%.

In 2015, Non- current assets is 52.3% whereas in 2016 it escalated to 56.52%.
It denotes that Intangible Assets, Capital work-in-progress, Non-Current
Investments, Long term loans & advances and other non-current assets
increased leaving non-current assets inclined by 4.22%.
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. In 2015, Current assets are 48 % whereas in 2016 it has been dropped to around
43.47%. It denotes declining changes in current investments, inventories, short
term loans & advances and other current assets leaving current assets dropped

by 4.53%.

6.2.2. Common Size Statement of Profit and Loss Account of NALCO Ltd.

Table :

4

Common Size Balance Sheet

Common-Size Statement Profit and Loss for the year ended 31% March 2015 and 2016

PARTICULARS 2016 2015
(Rs. In Cr) % (Rs in Cr) %
Sales (Revenue from operations) 6,816.00 7,382.81
Less: Cost of goods sold:
Materials consumed 1,104.40 16% 1,031.59 14%
Power and Fuel 1,864.61 27% 1,802.24 24%
Changes in inventories of finished 8.99 0% 2.9 0%
goods, Intermediaries and work-in-
progress
2,978.00 44% 2,836.73 38%
GROSS PROFIT 3,838.00 56% 4,546.08 62%
Less: Administrative expenses
Employee benefits expense 1,361.36 20% 1,377.91 19%
Other expenses 1,556.58 23% 1,462.15 20%
2,917.94 43% 2,840.06 38%
PBITDA & exceptional items 920.06 13% 1,706.02 23%
Less: Exceptional items 53.45 1% 148.42 2%
866.61 13% 1,557.60 21%
LESS: Depreciation and amortization  424.09 6% 413.66 6%
expense
PBIT 442.52 6% 1,143.94 15%
Less: Interest (Finance Cost) 1.21 0% 0.00 0%
PBT 441.31 6% 1,143.94 15%
Less: Tax 0% 0%
(1) Current Tax 375.6 6% 520.63 7%
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(2) Deferred Tax 482 0% 249.68 3%
(3) Earlier Years 8.67 0% 21.26 0%

389.09 6% 791.57 11%
PAT 52.22 1% 352.37 5%
INTERPRETATION :

Table-4 represents Common Size Balance Sheet as on 31 march 2015 and 2016. The
following cruxes are drawn out from this table:

*

In 2015, Cost of goods sold on Sales is 38% whereas in 2016 it upsurges to
44%. It denotes the ineffectiveness of the company in reducing the cost

In 2015, Gross Profit on Sales is 62% whereas in 2016 it has been descended to
56%. It denotes that cost of goods sold increased and revenue from operations
decreased.

In 2015, the Operating expenses on Sales are 38% whereas in 2016 it has been
risen up to 43%. It denotes that both employee benefits expense & other
expenses increased.

In 2015, the PBITDA on Sales is 23% whereas in 2016 it has been declined to
14%. It denotes that operating expense has been increased.

In 2015, the PBIT on Sales is 18 % whereas in 2016 it has been decremented to
8%. It denotes that operating expense has been increased.

In 2015, the PAT on Sales is 7% whereas in 2016 it has been reduced to 2%. It
denotes that overall expense has been increased.

6.3 LIQUIDITY ANALYSIS:
6.3.1. Liquidity Ratio :

The liquidity ratios are the computation that is used to gauge a company’s ability
to pay its short-term debts.

6.3.1.1. Current Ratio :

Table :5
Current Ratio

2016 2015 2014 2013 2012
Current Assets (A) 7,182.02 7,712.18 7,426.20 7,075.81 7,022.33
Current Liabilities (B) 2,209.24 1,967.04 324275  3,211.93 2,676.89
Current Ratio (A/B) 3.25 3.92 2.29 2.20 2.62
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INTERPRETATION :

Table-5 depicts Current ratio of last five subsequent years i.e.2016; 2015; 2014; 2013;
2012.In 2016, Current Ratio is 3.25. It denotes that it has been declined by 0.67 in comparison
with the previous year 2015 due to descent in current assets. But Current Ratio has upsurges
by 0.96, 1.05 & 0.63 in comparison with the previous years 2014, 2013 & 2012 respectively.
Since Current Ratio is above 2:1 in all the five years, it designates that the current assets are
sufficient to meet the current liabilities.

6.3.1.2. Liquid/Quick/Acid Test Ratio:

Table : 6
Liquid/Quick/Acid Test Ratio

2016 2015 2014 2013 2012
Current Assets(A) 7182.02  7712.18 7426.2 7075.81  7022.33
Inventory (B) 1,126.97 1,165.56  1,173.66  1,380.64 1,212.70
Quick Assets (C) (A-B) 6,055.05 6,546.62  6,252.54  5,695.17 5,809.63
Current Liabilities (D) 2209.24  1967.04 3242.75 3211.93 2676.89
Liquid Ratio(C/D) 2.74 3.33 1.93 1.77 217

INTERPRETATION :

Table-6 depicts Liquid /Quick/ Acid Test Ratioof last five subsequent years i.e. 2016;
2015; 2014; 2013; 2012.In 2016, Liquid Ratio is 2.74. It denotes that it has been decreased by
0.59 in comparison with the previous year 2015 due to a decline in current assets and
inventories leaving the quick assets decreased. But Liquid Ratio has ascended by 0.81, 0.97
& 0.57 in comparison with the previous years 2014, 2013 & 2012 respectively. Since Liquid
Ratio is above 1:1 in all the consecutive five years, it indicates the company’s ability to
generate the cash resources taking the quick assets which is readily convertible into cash.

6.3.1.3. Absolute Liquid Ratio :

Table : 7
Absolute Liquid Ratio
2016 2015 2014 2013 2012
Current Assets 7182.02 771218 7426.2 7075.81  7022.33
Inventories 1,126.97 1,165.56  1,173.66  1,380.64 1,212.70
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Debtors 0 0 0 0 0

Absolute Liquid Assets (A) 6,055.05 6,546.62  6,252.54  5,695.17 5,809.63

Current Liabilities (B) 2209.24  1967.04 3242.75 3211.93  2676.89

Absolute Liquid Ratio (A/B) 2.74 3.33 1.93 1.77 217
INTERPRETATION :

Table-7 represents Absolute LiquidRatioof last five subsequent years i.e. 2016; 2015;
2014; 2013; 2012.In 2016, Absolute Liquid Ratio is 2.74. It denotes that it has been decreased
by 0.59 in comparison with the previous year 2015 due to a decline in current assets and
inventories leaving the quick assets decreased. But Absolute Liquid Ratio has increased
by 0.81, 0.97 & 0.57 in comparison with the previous years 2014, 2013 & 2012 respectively.
Since Absolute Liquid Ratio is above 0.5:1 in all the consecutive five years, it indicates the
company’s ability to meet urgent current liabilities.

6.3.2. Profitability Ratio:

Ratios that are employed to assess the ability of a business to generate earnings
compared to its expenses and other pertinent costs incurred during a specific period of
time.

6.3.2.1. Gross Profit Ratio :

Table : 8
Gross Profit Ratio
2016 2015 2014 2013 2012
Net Sales (A) 6816 7382.81 6780.85 6916.48 6611.57
COGS 2978 2836.73 3230.17 3664.35 3139.38
Gross Profit (B) 3838 4546.08 3550.68 325213 3472.19
Gross Profit Ratio (B/A) 56 % 62% 52% 47 % 53%

INTERPRETATION :
Table-8 represents Gross Profit Ratioof last five consequent years i.e. 2016; 2015;
2014; 2013; 2012. The following cruxes are reified from the given table:
. In 2016, Gross Profit Ratio is 56%. It reflects that Gross Profit is 56 % of sales
and the cost of goods sold is 44%. In simple words, it means in every 1
rupee of sales, gross profit is 56 paisa and cost of goods sold is 44 paisa.
. In 2015, Gross Profit Ratio is 62%. It reflects that Gross Profit is 62% of sales
and the cost of goods sold is 38%. In simple words, it means in every 1
rupee of sales, gross profit is 62 paisa and cost of goods sold is 38 paisa.
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. In 2014, Gross Profit Ratio is 52%. It reflects that Gross Profit is 52% of sales
and the cost of goods sold is 48%. In simple words, it means in every 1
rupee of sales, gross profit is 52 paisa and cost of goods sold is 48 paisa.

. In 2013, Gross Profit Ratio is 47 %. It reflects that Gross Profit is 47 % of sales
and the cost of goods sold is 53%. In simple words, it means in every 1
rupee of sales, gross profit is 47 paisa and cost of goods sold is 53 paisa.

. In 2012, Gross Profit Ratio is 53%. It reflects that Gross Profit is 53 % of sales
and the cost of goods sold is 47%. In simple words, it means in every 1
rupee of sales, gross profit is 52 paisa and cost of goods sold is 47 paisa.

6.3.2.2.0perating Profit Ratio:

Table : 9
Operating Profit Ratio
2016 2015 2014 2013 2012
Net Sales (A) 6816 7382.81 6780.85 6916.48  6611.57
Operating Profit (PBIT) (B) 937 1706 934 906 1145
Operating Profit Ratio (B/A) 14% 23% 14% 13% 17%

INTERPRETATION :
Table (ix) represents Operating Profit Ratioof last five consequent years i.e. 2016;
2015; 2014; 2013; 2012. The following cruxes are reified from the given table:
. In 2016, Operating Profit Ratio is 14%. It reflects that Operating Profit is 6% of
sales and the operating expenses is 86 %. In simple words, it means in every 1
rupee of sales, operating profit is 14 paisa and operating expenses is 86 paisa.
. In 2015, Operating Profit Ratio is 23%. It reflects that Operating Profit is 15%
of sales and the operating expenses is 77%. In simple words, it means in
every 1 rupee of sales, operating profit is 23 paisa and operating expenses is
77 paisa.
. In 2014, Operating Profit Ratio is 14%. It reflects that Operating Profit is 6% of
sales and the operating expenses is 86 %. In simple words, it means in every 1
rupee of sales, operating profit is 14 paisa and operating expenses is 86 paisa.
. In 2013, Operating Profit Ratio is 13%. It reflects that Operating Profit is 13%
of sales and the operating expenses is 87%. In simple words, it means in
every 1 rupee of sales, operating profit is 13 paisa and operating expenses is
87 paisa.
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In 2012, Operating Profit Ratio is 17%. It reflects that Operating Profit is 11%
of sales and the operating expenses is 83%. In simple words, it means in
every 1 rupee of sales, operating profit is 17 paisa and operating expenses is
83 paisa.

6.3.2.3.Net Profit Ratio:

Table : 10
Net Profit Ratio
2016 2015 2014 2013 2012
Net Sales (A) 6816 7382.81 6780.85 6916.48 6611.57
Net Profit (PAT) (B) 731 1322 642 593 850
Net Profit Ratio (B/A) 11% 18% 9% 9% 13%

INTERPRETATION :

Table (x) reflects Net Profit Ratioof last five consequent years i.e. 2016; 2015; 2014;
2013; 2012. The following cruxes are reified from the given table:

*

In 2016, Net Profit Ratio is 11%. It indicates that Net Profit is 11% of sales
whereas Operating Ratio is 87% i.e. the net profit ratio has been decreased
by 76% due to increase in operating expenses.
In 2015, Net Profit Ratio is 18%. It indicates that Net Profit is 18% of sales
whereas Operating Ratio is 77% i.e. the net profit ratio has been decreased
by 59% due to increase in operating expenses.
In 2014, Net Profit Ratio is 9%. It indicates that Net Profit is 9% of sales
whereas Operating Ratio is 88% i.e. the net profit ratio has been decreased
by 79% due to increase in operating expenses.
In 2013, Net Profit Ratio is 9%. It indicates that Net Profit is 9% of sales
whereas Operating Ratio is 89% i.e. the net profit ratio has been decreased
by 80% due to increase in operating expenses.
In 2012, Net Profit Ratio is 13%. It indicates that Net Profit is 13% of sales
whereas Operating Ratio is 81% i.e. the net profit ratio has been decreased
by 68% due to increase in operating expenses.
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6.3.2.4. Operating Ratio :

Table : 11
Operating Ratio
2016 2015 2014 2013 2012
Net Sales (A) 6816 7382.81 6780.85 6916.48 6611.57

COGS

2978 2836.73 3230.17 3664.35  3139.38

Administrative + Selling & 2917.94  2840.06 2707.27  2473.76 2236
Distribution Expenses

Operating Expenses (B) 5895.94  5676.79 5937 .44 6138.11 5375.38
Operating Ratio (B/A) 87% 77% 88% 89% 81%
INTERPRETATION :

Table (xi) reflects Operating Ratioof last five consequent years i.e. 2016; 2015; 2014;
2013; 2012. The following cruxes are reified from the given table:

*

In 2016, Operating Ratio is 87%. It reflects that operating expenses is 87% of
sales i.e.in every 1 rupee of sales, the operating expenses is 87 paisa and
operating profit is 13 paisa.
In 2015, Operating Ratio is 77%. It reflects that operating expenses is 77% of
sales i.e.in every 1 rupee of sales, the operating expenses is 77 paisa and
operating profit is 23 paisa.
In 2014, Operating Ratio is 88%. It reflects that operating expenses is 88% of
sales i.e.in every 1 rupee of sales, the operating expenses is 88 paisa and
operating profit is 12 paisa.
In 2013, Operating Ratio is 89%. It reflects that operating expenses is 89% of
sales i.e.in every 1 rupee of sales, the operating expenses is 89 paisa and
operating profit is 11 paisa.
In 2012, Operating Ratio is 81%. It reflects that operating expenses is 81% of
sales i.e.in every 1 rupee of sales, the operating expenses is 81 paisa and
operating profit is 19 paisa.

6.3.2.5. Return on Investment:
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Table : 12
Return on Investment

2016 2015 2014 2013 2012
PBIT (A) 442 55 1143.94 269.31 272.94 747.74
Shareholders” Funds 12907.88  12796.7 12121.85 1193245 11715.08
Long Term Debts 1402.07 1413.33 1183.31 1181.97 1128.81

Total Capital Employed or 14309.95 14210.03 13305.16 ~ 13114.42 12843.89
Total Investments (B)
Return on Investment (A/B) 3% 8% 2% 2% 6%

INTERPRETATION :

Table-12 depicts Return on Investmentof last five consequent years i.e. 2016; 2015;
2014; 2013; 2012, where it implies that in 2016, Return On Investment is 3% and has been
plummeted by 5% and 3% in comparison with the previous years 2015 & 2012 respectively
due to decrease in PBIT (profit before interest and tax). But ROI has increased by 1% in
comparison with the previous years 2013 & 2014. The total capital employed has ascended
in the current year 2016 as compared to the previous years.

6.3.2.6. Return On Assets :

Table : 13
Return onAssets

2016 2015 2014 2013 2012

Net Profit (A) 731.01 1,321.85 642.35 592.83 849.00
Total Assets (Excluding Non- 15,707.91 16,176.63 16,547.47 16,165.91 15,519.76

Operating Investments(B)
Return on Assets (A/B) 5% 8% 4% 4% 5%

INTERPRETATION :

Table-13 depicts Return on Assetsof last five consequent years i.e. 2016; 2015; 2014;
2013; 2012, where it shows that in 2016, Return On Assets is 5% and has been descended
by 3% in comparison with the previous year 2015 due to decrease in the net profit as well
as in the total assets excluding non- operating investments and remained same as in the
year 2012. But ROA has increased by 1% in comparison with the previous years 2013 &
2014.
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6.3.2.7. Return On Net Assets :

Table : 14
Return onNet Assets
2016 2015 2014 2013 2012

Net Profit (A) 731.01 1,321.85 642.35 592.83 849.00
Fixed Assets 6,467.50 6,645.42 6,791.94 6,628.89 6,612.37
Net Working Capital 4,972.78 5,745.14 4,183.45 3,863.88 4,345.44
Net Assets (B) 11,440.28 12,390.56 10,975.39 10,492.77 10,957.81
Return on Net Assets (A/B) 6% 11% 6% 6% 8%

INTERPRETATION :

Table-14 depicts Return on Net Assetsof last five consequent years i.e. 2016; 2015;
2014; 2013; 2012, where it shows that in 2016, Return On Net Assets is 6% and it has been
dwindled by 5% & 2% in comparison with the previous years 2015 & 2012 respectively
due to decrease in the net profit and decrease in fixed assets and net working capital
reflects a decline in the net assets. But Return onNet Assets remained same as in the years

2013 & 2014.

6.3.2.8. Return On Equity:

Table : 15
Return onEquity
2016 2015 2014 2013 2012
Net Profit (A) 731.01 1,321.85 642.35 592.83  849.00

Equity Share Capital or Owner’s Equity (B) 1288.62 1288.62 1288.62  1288.62
1288.62
Return on Equity 57% 103 % 50% 46% 66%

INTERPRETATION :

Table-15 denotes Return on Equityof last five consequent years i.e. 2016; 2015; 2014;
2013; 2012, where it shows that in 2016, Return On Equity is 57% and has been decreased
by 46% and 9% in comparison with the previous year 2015 & 2012 respectively due to
decrease in the net profit. But Return onEquity has hiked by 11% & 7% in comparison with
the previous year 2013 & 2014. The equity share capital is constant in all the five years i.e.
2012, 2013, 2014,2015& 2016.
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6.3.2.9. Return On Shareholders” Fund:

Table : 16
Return on Shareholders” Fund

2016 2015 2014 2013 2012
Net Profit (A) 731.01 1,321.85 642.35 592.83 849.00
Shareholder’s Fund (B) 12,907.68 12,797.30 12,122.45 11,932.45 11,715.08
Return on Shareholders” Fund 6% 10% 5% 5% 7%

INTERPRETATION :

Table-16 denotes Return on Shareholders” Fundof last five consequent years i.e.
2016; 2015; 2014; 2013; 2012, where it shows thatin 2016, ROSF is 6% and has been
decremented by 4% and 1% in comparison with the previous year 2015 & 2012 respectively
due to decrease in net profit. But Return on Shareholders” Fund has incremented by 1% in
comparison with the previous year 2013 & 2014. The shareholders’ fund has been increased
in the year 2016 in comparison with the remaining years 2012, 2013, 2014 & 2015.

6.3.3. Solvency Ratio :
Solvency Ratios are the ratios used to gauge the ability of a company to meet its

long-term financial obligations.

6.3.3.1. Debt Equity Ratio :

Table : 17
Debt Equity Ratio
2016 2015 2014 2013 2012
Long Term Debt (A) 1402.07  1413.33 1183.31 1181.97 1128.81
Shareholder’s Equity (B) 12907.88  12796.7  12121.85 11932.45 11715.08
Debt EquityRatio (A/B) 11% 11% 10% 10% 10%

INTERPRETATION :

Table-17 denotes Debt Equity Ratioof last five consequent years i.e. 2016; 2015;
2014; 2013; 2012, where it shows that in2016, Debt Equity Ratio is 11% and has been hiked
by 1% in comparison with the previous year 2012, 2013 & 2014 due to increase in long term
debt and shareholders’ equity and has been remained same as in 2015. It indicates the risk
that the company has taken to introduce debt into finance.
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6.3.3.2. Total Debt to Total Assets Ratio :

Table : 18
Total Debt to Total Assets Ratio

2016 2015 2014 2013 2012
Total Debt (A) 3,611.31 3,380.37  4,426.06 439450 3,805.70
Total Assets (B) 16,518.99 16,177.67 16,548.51 16,326.95 15,520.80
Total Debt to Total Assets Ratio 22% 21% 27% 27% 25%

INTERPRETATION :

Table-18 denotes Total Debt to Total Assets Ratio of last five consequent years i.e.
2016; 2015; 2014; 2013; 2012, where it shows that in 2016, Total Debt to Total Assets Ratiois
22% and has been descended by 5%, 3% & 5% in comparison with the previous year 2014,
2012 & 2013 respectively due to decrease in the total debt. It increases by 1% in 2016
compared to 2015, leaving an ascent in the total debt and total assets. It indicates the
sufficiency of the total assets to meet its total debt.

6.3.3.3. Long Term Debt to Total Assets:

Table : 19
Long Term Debt to Total Assets Ratio

2016 2015 2014 2013 2012
Long Term Debt (A) 1402.07  1413.33 1183.31 1181.97 1128.81
Total Assets (B) 16,518.99 16,177.67 16,548.51 16,326.95 15,520.80
Long Term Debt to Assets 8% 9% 7% 7% 7%
Ratio
INTERPRETATION :

Table-19 denotes Total Debt to Total Assets Ratio of last five consequent years i.e.
2016; 2015; 2014; 2013; 2012, where it shows that in 2016, Long Term Debt Total Assets
Ratio is 8%and upsurges by 1% in comparison with the previous year 2014, 2013 &2012
due to an ascent in the long term debt. It declines by 1% in 2016 compared to 2015, leaving
a decrease in the long term debt and increase in total assets. It signifies the amount at
which the assets have been financed from the long term borrowings.
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6.3.3.4. Proprietary Ratio:

Table : 20
Proprietary Ratio

2016 2015 2014 2013 2012
Total Shareholder’s Fund (A) 12907.88  12796.7  12121.85 11932.45 11715.08
Total Tangible Assets (B) 6,328.89  6,509.21  6,688.80  6,523.80 6,498.98
Proprietary Ratio 204 % 197 % 181 % 183% 180%

INTERPRETATION :

Table-20 denotes Proprietary Ratio of last five consequent years i.e. 2016; 2015;
2014; 2013; 2012, where it shows that in2016, Proprietary Ratio is 204% and has been hiked
as compared to the prior years due to increase in the total shareholders” fund. Since
Proprietary Ratio is higher than the preceding years 2012, 2013, 2014 & 2015, It indicates
the solvency and the lesser risk of the company, because the debt capital is low in the
capital structure of the company.

6.3.4. Market Ratio :

Market value ratios assess the economic eminence of publicly-traded company in
the wider marketplace. In other words, it arrays whether the company’s stock is overvalued,
undervalued or priced fairly.

6.3.4.1. Earnings per Share (EPS) :

Table : 21
Earnings per Share

2016 2015 2014 2013 2012

Net profit Available to Equity = 731.01 1,321.85 642.35 592.83  849.00
Shareholders (A)

No. of Equity Shares (B) 257 257 257 257 257
EPS 2.8 5.1 2.5 2.3 3.3
INTERPRETATION :

Table-21 demonstrates Earnings per Share of last five consequent years i.e. 2016;
2015; 2014; 2013; 2012, where it shows that in 2016, EPS is Rs. 2.8 and has been hiked in the
current year 2016 as compared to the year 2015 & 2012 due to incline in the net profit of
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equity shareholders. But decreases 2016 as compared to the year 2015 due to the decrease
in the net profit. The number of Equity shares remained unvarying all along the five
consecutive years i.e. 2012, 2013, 2014, 2015 & 2016. It reflects the earnings of the company
for a specific period for equity share.

6.3.4.2. Book Value per Share:

Table : 22
Book Value per Share

2016 2015 2014 2013 2012
Book Value of Shareholder’s  12870.56 12760.05  12089.28  11899.1 11683.22
Equity
No. of Equity Shares 257 257 257 257 257
Book Value Per Share 50.08 49.65 47.04 46.3 45.46
INTERPRETATION :

Table-22 demonstrates Book Value per Share of last five subsequent years i.e. 2016;
2015; 2014; 2013; 2012, where it shows that in 2016, Book Value per Share is Rs. 50.08 and
has been escalated in the current year 2016 as compared to the previous years 2012, 2013,
2014 & 2015 as a result of incline in the book value of shareholders” equity. The number of
equity shares remained same all along the five consecutive years i.e. 2012, 2013, 2014, 2015
& 2016. It implies that the value of equity shares as per the book value of the balance
sheet.

6.3.4.3. Dividend per Share:

Table : 23
Dividend per Share
2016 2015 2014 2013 2012
Dividend paid to Equity Shareholders (A) 514 449.75 385.5 321.25
257
No. of Equity Shares (B) 257 257 257 257 257
Dividend Per Share (A/B) 2 1.75 1.5 1.25 1
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INTERPRETATION :

Table-23 demonstrates Dividend per Share of last five subsequent years i.e. 2016;
2015; 2014; 2013; 2012, where it shows that in 2016, Dividend per Share is Rs.2. It denotes
that it upsurges in the current year 2016 as compared to the previous years due to an
increment in dividend paid to equity shareholders. The number of equity shares remained
same all along the five consecutive years i.e. 2012, 2013, 2014, 2015 & 2016. It reflects that
the company continues to declare higher dividend in order to satisfy the shareholders of
the company though there have not been much higher profit in the current year 2016 as
compared to the previous year 2015.

6.3.4.4. Retention Ratio:
Table : 24
Retention Ratio

2016 2015 2014 2013 2012
EPS- DPS (A) 0.8 3.4 1.0 1.1 2.3
EPS (B) 2.8 5.1 2.5 2.3 3.3
Retention Ratio (A/B) 30% 66 % 40% 46 % 70%

INTERPRETATION :

Table-24 demonstrates RetentionRatio of last five subsequent years i.e. 2016; 2015;
2014; 2013; 2012, where it shows that in 2016, Retention Ratio is 30% and has been
decremented in the current year 2016 as compared to the previous years due to decrease in
earning for equity less equity dividend. The EPS of the current year is lesser than the
previous year 2015 due to plummeted in the net profit. It indicates that lesser portion of
the earnings is retained by the company for future operations.

6.3.5. Turnover/ Efficiency/ Activity Ratio:
The efficiency ratios are usually employed to analyse how healthily a company
uses its assets and liabilities within.

6.3.5.1. Inventory Turnover Ratio:
Table : 25
Inventory Turnover Ratio

2016 2015 2014 2013 2012
COGS (A) 2978 2836.73 3230.17  3664.35 3139.38
Opening Stock 1165.56  1173.66 1380.64 1212.7 1071
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Closing Stock 1126.97  1165.56 1173.66 1380.64  1212.7

Average Inventory (B) 1146.265  1169.61 1277.15 1296.67 1141.85

Inventory Turnover Ratio 2.6 times 2.4 times 2.5 times 2.8 times 2.7 times
INTERPRETATION :

Table-25 denotes Inventory Turnover Ratio of last five successive years i.e. 2016;
2015; 2014; 2013; 2012, where it arrays that in 2016, Inventory Turnover Ratio is 2.6 times
and has been escalated by 0.2 times, 0.1 times in comparison with the previous year 2015
& 2014 respectively. The average inventory has been dwindled in the year 2016 in
comparison with the current year 2013, 2014 & 2015. Cost of goods sold has declined in the
current year 2016 in comparison to 2012, 2013 & 2014. Since Inventory Turnover Ratio is
higher than the previous years 2014 & 2015, it alludes the efficiency of the management.
But as Inventory Turnover Ratio is little bit low in the year 2016 with comparison to 2012,
2013, it indicates meagre sales performance and accumulation of obsolete inventory.

6.3.5.2. Average Days of Inventories (360days/Inventory Turnover Ratio):

Table : 26
Average Days of Inventories

2016 2015 2014 2013 2012
140 days 150 days 144 days 129 days 133 days
INTERPRETATION :

Table-26 denotes Average Days of Inventories of last five successive years i.e. 2016;
2015; 2014; 2013; 2012, where it arrays that velocity of inventories i.e. the no. of days
inventories carried out by the companies. The Average days of inventories are lower in the
current year 2016 with comparison to the previous year 2015 & 2014.

6.3.5.3. Creditors Turnover Ratio:

Table : 27
Creditors Turnover Ratio

2016 2015 2014 2013 2012
Credit Purchase (A) 1,104.40 1,031.59 1,063.16  1,167.83 1,030.78
Opening Creditors 361.98 447.5 628.81 457.33 330.88
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Closing Creditors 312.26 361.98 447.5 628.81 457.33

Average Creditors (B) 337.12 404.74 538.155 543.07  394.105

Creditors Turnover Ratio (A/B) 3.3 25 2.0 2.2 2.6
INTERPRETATION :

Table-27 denotes Creditors Turnover Ratio of last five successive years i.e. 2016;
2015; 2014; 2013; 2012, where it arrays that in 2016, Creditors Turnover Ratio is 3.3 times
and has been increased by 0.8 times, 1.3 times, 1.1 times & 0.7 times in comparison with
the preceding year 2015, 2014, 2013 & 2012 respectively. The average creditors have been
decreased in the year 2016 in comparison with the previous years. Credit Purchase has
declined in the current year 2016 in comparison to 2013. Since Creditors Turnover Ratio is
higher than the previous years 2012, 2013, 2014 & 2015, it indicates the promptness in
payment to creditors.

6.3.5.4. Average Days of Creditors (365days/Creditors Turnover Ratio):

Table : 28
Average Days of Creditors

2016 2015 2014 2013 2012
111 days 143 days 185 days 170 days 140 days

INTERPRETATION :

Table-28 depicts Average Days of Creditors ofpast five successive years i.e. 2016;
2015; 2014; 2013; 2012, where it implies that since the average days of creditors is lower
than all the prioryears 2012, 2013, 2014 & 2015. Thus, it shows the promptness in credit
payments.

6.3.5.5. Fixed Asset Turnover Ratio:

Table : 29
Fixed Asset Turnover Ratio
2016 2015 2014 2013 2012
Sales (A) 6816 7382.81 6780.85 6916.48 6611.57
Depreciation 424 .09 413.66 524.73 505.43 466.55
Net Fixed Assets - Depreciation (B) 6,043.41  6,231.76 6,267.21 6,123.46 6,145.82
Fixed Asset Turnover Ratio (A/B) 1.1 1.2 1.1 1.1 1.1
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INTERPRETATION :

Table-29 depicts Fixed Asset Turnover Ratio of past five successive years i.e. 2016;
2015; 2014; 2013; 2012, where it implies thatin 2016, Fixed Asset Turnover Ratio is 1.1 times
and has been plummeted by 0.1 times, 0.1 times in comparison with the previous year
2015 and remained constant in the years 2012, 2013 & 2014. The net fixed assets less
depreciation has been descended in the year 2016 in comparison with the previous years
2013, 2014 & 2015. Since the sales have been decreased in the current year 2016 leaving
low Fixed Asset Turnover Ratio in comparison to the year 2015, it shows poor efficiency in
utilizing the fixed assets.

6.3.5.6. Total Assets Turnover Ratio:

Table : 30
Total Assets Turnover Ratio

2016 2015 2014 2013 2012
Sales (A) 6816 7382.81 6780.85 6916.48  6611.57
Non- Operating Investments ~ 811.08 1.04 1.04 161.04 1.02

Total Assets - Non- Operating 15,707.91 16,176.63 16,547.47 16,165.91 15,520.78
Investments (B)

Total Assets Turnover 0.43 0.46 0.41 0.43 0.43
Ratio (A/B)

INTERPRETATION :

Table-30 depicts Total Assets Turnover Ratio of past five successive years i.e. 2016;
2015; 2014; 2013; 2012, where it implies that in 2016, Total Assets Turnover Ratio is 0.43
times andnot much changes has been witnessed among the five consecutive years i.e.
2012, 2013, 2014, 2015 & 2016. The average inventory has been descended in the year 2016
in comparison with the current year 2013, 2014 & 2015. Non- operating investment escalates
in 2016 leaving total assets decreased by 3% in comparison to the previous year 2015.
Lower Total Assets Turnover Ratio denotes lower sales and incompetence in utilization of
assets.

6.3.5.7. Net Working Capital Turnover Ratio :
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Table : 31
Net Working Capital Turnover Ratio

2016 2015 2014 2013 2012
Sales (A) 6816 7382.81 6780.85  6916.48 6611.57
Current Assets 7182.02 771218 7426.2 7075.81  7022.33
Current Liabilities 220924  1967.04 324275 321193 2676.89
Net Working Capital (B) 4972.78 574514 418345  3863.88 4345.44
Net Working Capital 1.4 1.3 1.6 1.8 1.5

Turnover Ratio (A/B)

INTERPRETATION :

Table-31 depicts Net Working Capital Turnover Ratio of past five successive years
i.e. 2016; 2015; 2014; 2013; 2012, where it implies that in 2016, Net Working Capital Turnover
Ratio is 1.4 times andascents by 0.1 times in comparison with the prior year 2015. The net
working capital dwindles in the year 2016 in comparison with the year 2015 but increases
with comparison to the years 2012, 2013 & 2014. Higher Net Working Capital Turnover
Ratiodesignates that creditors are paid promptly with minimum bank borrowings

6.3.5.8. Capital Turnover Ratio:

Table : 32
Capital Turnover Ratio

2016 2015 2014 2013 2012
Sales (A) 6816 7382.81 6780.85 6916.48 6611.57
Capital Employed (B) 14309.95 14210.03 13305.16  13114.42 12843.89
Capital Turnover Ratio (A/B) 0.5 0.5 0.5 0.5 0.5

INTERPRETATION :

Table-32) illustrates Capital Turnover Ratio of past five successive years i.e. 2016;
2016; 2015; 2014; 2013; 2012, where it implies that Capital Turnover Ratio remains same in
all the five consecutive years. Sales declines in the year 2016 with comparison to 2015 but
capital employed hikes. Thus, it alludes that inefficiency of management in utilizing the
capital employed to generate more sales.

6.4. Analysis of Cash Flow :
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6.4.1. Current Liability Coverage Ratio:

Table : 33
Current Liability Coverage Ratio

2016 2015 2014 2013 2012
CFO 843.84 520.47 981.34 876.17 886.7
Cash Dividend Paid(CDP) 542.74 506.5 515.48 221.06  415.55
CFO-CDP (A) 301.10 13.97 465.86 655.11  471.15
Current Liabilities (B) 2209.24  1967.04 3242.75 321193  2676.89
Current Liability Coverage 14% 1% 14% 20% 18%

Ratio (A/B)

INTERPRETATION :

Table-33 demonstrates Current Liability Coverage Ratio of last five consequent
yearsi.e. 2016; 2015; 2014; 2013; 2012, where it shows that in 2016, Current Liability Coverage
Ratio is 14 % and dwindles in the current year 2016 by 6% & 4% as compared to the previous
years 2013 & 2012 respectively due to decrease in the cash flow from operations and increase
in the cash dividend paid and decline in current liabilities. It remainsunchanged in the
year 2016 as in 2014. It, therefore, indicates that cash flow from operations less cash dividend
paid is satisfactory to cover its current liabilities as compared to the year 2015, but is

insufficient in comparison with the prioryears 2012 & 2013

6.4.2. Long Term Debt Coverage Ratio:

Table : 34
Long Term Debt Coverage Ratio

2016 2015 2014 2013 2012
CFO 843.84 520.47 981.34 876.17 886.7
Cash Dividend Paid (CDP) 542.74 506.5 515.48 221.06  415.55
CFO-CDP (A) 301.10 13.97 465.86 655.11  471.15
Long Term Debt (B) 1402.07  1413.33 1183.31 1181.97 1128.81
Long Term Debt Coverage 21% 1% 39% 55% 42%

Ratio (A/B)
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INTERPRETATION :

Table-34 exhibits Long Term Debt Coverage Ratio of last five consecutive years i.e.
2016; 2015; 2014; 2013; 2012, where it shows that in 2016, Long Term Debt Coverage Ratio
is 21% and descents in the current year 2016 as compared to the preceding years i.e. 2012,
2013 & 2014 as a result of decrease in the cash flow from operations and increase in the
long term debt. It indicates that cash flow from operations less cash dividend paid is
inadequate to pay its long term debt as compared to the years 2012, 2013, & 2014. But yes,
it is satisfactory in the year 2016 as compared to the year 2015.

6.4.3. Asset Efficiency Ratio :

Table : 35
Asset Efficiency Ratio
2016 2015 2014 2013 2012
CFO(A) 843.84 520.47 981.34 876.17 886.7
Total Assets (B) 16,518.99 16,177.67 16,548.51 16,326.95 15,520.78
Asset Efficiency Ratio (A/B) 5% 3% 6% 5% 6%

INTERPRETATION :

Table-35 exhibits Asset Efficiency Ratio of last five consequent years i.e. 2016; 2015;
2014; 2013; 2012, where it shows thatin 2016, Asset Efficiency Ratio is 5% and encounters
an increment in the current year 2016 by 2% as compared to the prior year 2015as a result
ofescalation in the cash flow from operations and the total assets. However, it

remainsconstant in the year 2016 as in 2013 and plummets as compared to 2012 & 2014 by
1%.

6.4.4. Cash Generating Power Ratio:

Table : 36
Cash Generating Power Ratio

2016 2015 2014 2013 2012
CFO(A) 843.84 520.47 981.34 876.17 886.7
CFO 843.84 520.47 981.34 876.17 886.7
CFI 5.66 565.72 78.05 -876.92  82.28
CFF -543.95 -506.5 -515.48 -228.51  -431.3
CFO+CFI+CFF(B) 305.55 579.69 543.91 -229.26  537.68
Cash Generating Power 2.76 0.90 1.80 -3.82 1.65

Ratio (A/B)
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INTERPRETATION :
Table-36 exhibits Cash Generating Power Ratio of last five consequent years i.e.
2016; 2015; 2014; 2013; 2012, where it shows that in 2016, Cash Generating Power Ratio is

2.76 and witnesses an increase in the current year 2016 as compared to the previous years
2012, 2013, 2014 & 2015.

6.5. TREND ANALYSIS :
6.5.1. Revenue from Operation

Revenue from operations
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Chart 6.5.1.Trend Analysis of Revenue from operations

INTERPRETATION :

Chart 6.5.1 demonstrates the trend analysis of Revenue from Operations for the
past five successive years i.e. 2012; 2013; 2014; 2015 & 2016. The years 2012; 2013; 2014;
2015 & 2016 have been represented by 1; 2; 3; 4; & 5 respectively. With regard to the
Revenue from Operations, changes from the year 2012 to 2013 is 5%, from 2013 to 2014 is
2%, from 2014 to 2015 is 9% and from 2015 to 2016 reduced by 9%.

6.5.2. Cost of Goods Sold
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Chart 6.5.2. Trend Analysis of Cost of Goods Sold
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INTERPRETATION :

Chart 6.5.2 demonstrates the trend analysis of Cost of Goods Sold for the past five
consecutive years i.e. 2012; 2013; 2014; 2015 & 2016. The years 2012; 2013; 2014; 2015 &
2016 have been represented by 1; 2; 3; 4; & 5 respectively. With regard to the Cost of Goods
Sold, changes from the year 2012 to 2013 are 17%, from 2013 to 2014 is 14%, from 2014 to
2015 is 13% and from 2015 to 2016 increased by 5%.

6.5.3. Gross Profit :

Gross Profit

200% -

100% - - - . . — B Trend (%)
o 1 | 2 | 3 | 4 | 5 |
Chart 6.5.3. Trend Analysis of Gross Profit
INTERPRETATION :

Chart 6.5.3 demonstrates the trend analysis of Gross Profit for the past five
consecutive years i.e. 2012; 2013; 2014; 2015 & 2016. The years 2012; 2013; 2014; 2015 &
2016 have been represented by 1; 2; 3; 4; & 5 respectively. Pertaining to the Cost of Goods
Sold, the changes from the year 2012 to 2013 is 6%, from 2013 to 2014 is 8%, from 2014 to
2015 is 29% and from 2015 to 2016 reduced by 20%.

6.5.4. Operating Expenses
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Chart 6.5.4. Trend Analysis of Operating Expenses
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INTERPRETATION :

Chart 6.5.4 depicts the trend analysis of Operating Expenses for the past five
consecutive years i.e. 2012; 2013; 2014; 2015 & 2016. The years 2012; 2013; 2014; 2015 &
2016 have been represented by 1; 2; 3; 4; & 5 respectively. Pertaining to the Operating
Expenses, changes from the year 2012 to 2013 is 11%, between 2013 to 2014 is 10%, 2014 to
2015 is 6% and from 2015 to 2016 increased by 3%.

6.5.5. Profit after Tax
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Chart 6.5.5. Trend Analysis of Profit after Tax
INTERPRETATION :

Chart 6.5.5 depicts the trend analysis of Profit after Tax for the past five consecutive
years i.e. 2012; 2013; 2014; 2015 & 2016. The years 2012; 2013; 2014; 2015 & 2016 have been
represented by 1; 2; 3; 4; & 5 respectively. with regard to the Profit after Tax, changes
between the year 2012 to 2013 is 82%, from 2013 to 2014 is 16%, from 2014 to 2015 is 112%
and from 2015 to 2016 reduced by 97%.

7. MAJOR FINDINGS:

. In the study it is attained that the overall equity and liabilities has been
increased by 2% and earnings after tax has plummet in the year 2016 in
comparison with the year 2015.

. The current ratio, liquid ratio, absolute liquid ratio has descent by 0.67, 0.59,
0.59respectively in the year 2016. This alludes debilitate liquidity position of
the selected company.

. In 2016, the gross profit, operating profit ratio, net profit ratio, return on
investment, return on assets, return on shareholders” fund has plunged by
6 percent, 9 percent, 7 percent, 5 percent, 3 percent, 4 percent respectively.
However, operating ratio has ascended by 10%.
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The debt equity ratio is consistent over the given five years. Total debt to
total asset ratio and proprietary ratio has increased by 1 percent and 7 percent
respectively,whereas long term debt to total asset ratio dwindled in the year
2016.

In the year 2016, earnings per share decreased by 2.3 times as well as the
dividend per share by 0.25 times.

Asset efficiency ratio increased by 2 percent, creditors’ turnover ratio showed
an increase in 2016.

The overall trend has been profoundly oscillating over those five years which
are opted for the study. However, operating expenses have been mounting
each year, an overall escalation of 30 percent.

8. SUGGESTION :

*

From the analysed data, it is perceived that the financial performance of the
company named NALCO Ltd. is crucial. Following suggestions is
recommended for the amelioration of the company:

The company should try to increase the quantum of sales generated, as it is
witnessed that sales have been plunging during the study period.

To raise the rate of return on capital employed, the company should try to
ascend the production so as to get hold of economies of large scale production.
It is suggested to control cost of goods sold and operating expenses in order
to boost the profitability of the company

From the information gleaned, it is observed that cost of goods sold and
operating expenses should be properly administered.

The company should try to adopt appropriate cost reduction techniques to
mitigate undesirable, critical circumstances.

The company should find out other alternatives with the purpose of reducing
power and fuel.

The company should take care of current liabilities, it should plummet a bit.
Long term funds have to be used to finance core current assets in order to
strengthen financial efficiency. Moreover, the company should try to reduce
over-sized short term loans and advances which will eradicate risk arranging
finance on a regular basis.

The company should upsurge its inventory turnover ratio i.e. selling of
inventories.

Though company is capital intensive in nature, it should appropriately draft
its policy of purchase of fixed assets and reviewed so that funds may be
correctly utilized.
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CONCLUSION :

Throughout these five years, profits and sales have been oscillating. The financial
position of the company has dwindled in 2016 in respect of the prior yearsi.e. 2015, 2013,
2012 on account of the oscillations in sales and expenses. The profitability, liquidity,
efficiency of the company has plunged a tad in 2016. The solvency of the company has
inclined a bit enclosing an elite state of position.
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(Footnotes)

! PBITDA stands for Profits Before Interest, Taxes, Depreciation and Amortization

2 PBIT stands for Profits Before Interest and Taxes

SPBTstands for Profits Before Taxes

“PATstands for Profits After Taxes
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ABSTRACT :

India is a developing country and Agriculture is the backbone of the Indian economy. The
encouragement of Entrepreneurship in Agriculture can help in the development of the
economy in a different of ways. However, the sector is faced with problems relating to
credit, infrastructure, marketing, technology, legal formalities and requlations etc. among
which insufficiency of finance being the most important one. With this background, this
paper has examined the finance provided for Entrepreneurship in Agriculture by
Commercial Banks (CBs) in Cachar district from 2009-10 to 2013-14.it is clear from
the study that despite the continuous efforts, there exists a substantial gap between the
requirement of credit and supply of agricultural credit in both the cases of farmers and
Bankers. The findings suggest that Entrepreneurship should be provided finance at rates
of interest and on easy repayment basis.

INTRODUCTION :

Farming activities all over the world is going through a phase of transition. In this
changing scenario, agriculture is taking new shape and expanding its scope beyond the
limits of mere agriculture, horticulture, sericulture and animal husbandry for employment
generation and livelihood of rural population as well as urban development. In recent
years, there has been a considerable emphasis on crop diversification towards horticulture
(fruits, vegetables, ornamental crops, medicinal and aromatic plants and spices), plantation
crops (coconut, cashew nuts and cocoa) and allied activities. The problems of
unemployment, underemployment and disguised unemployment have swamped the
country, especially the rural common people. Considering that 2/3rd of the Indian
population is employed in the agriculture sector, providing viable and sustainable business
opportunities in Indian agriculture business is essential for generating employment in
the country.(Maniammal et.al. 2014)
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Entrepreneurship in agriculture is a strategy that can lead to economic self-sufficiency
of rural people and employment generation. An Entrepreneurship in agriculture may be
defined as someone who undertakes a variety of activities in agriculture and its allied
sectors. A farmer to become a successful entreprenuer needs to be active, curious,
determined, persistence, visionary, hard working, come up with ideas, communicative
with strong management and organizational skills, recognize suitable marketing
opportunities, and manage the optimum resources or bearing the risk. Agripreneurship
is greatly influenced by three factors namely the economic situation, educa- tion and
culture in India. Various studies indicate that if the right environment is created and
farmers are provided with good infrastructure, technology and timely availability of credit
through financial institutions it can enhance food production and can ensure food security,
income and qual- ity of life for the farmers. (Meenakshi et.al., 2015)

OPPORTUNITY OF ENTREPRENEURSHIP IN AGRICULTURE IN CACHAR
DISTRICT OF ASSAM :

The present study is concerned with entrepreneurship in agriculture sector by
commercial banks of Cachar district of Assam. The study covers the operational performance
of commercial banks in terms of deposit mobilization, credit deployment, credit deposit
ratio and the agriculture sector advances of commercial banks. Advances made to weaker
sections and Differential Rate of Interest (DRI) advances are also covered, as these advances
are eligible for counting as agriculture sector advances. As a part of the study, recovery
performance and non-performing assets of commercial banks are also taken up for study.
Further, the scope of entrepreneurship in agriculture sector under district annual credit
plans in Cachar district covers only the five groups viz Crop loans, Agriculture term loans,
Allied activities, Loans for Horticulture Sector and Other Credit for Pisciculture sector.
The scope of the study on financial inclusion is limited to review the agriculture sector
advances in the context of financial inclusion programmes. It is intended to know the
number of accounts opened by banks from the year 2010 to 2014 and population group
wise deposits and advances made by commercial banks in the district during the above
period. The study should also cover the functions of Business Correspondents (BCs) and
Business Facilitators (BFs) and eligible entities to act as BCs/BFs. The need and functions
of Financial Literacy and Credit Counseling Centre will be taken up for study. (Potential
Linked Credit Plan, Cachar District, 2012-13 to 2016-17).

STATEMENT OF PROBLEM :

The study is limited to the operational performance of the commercial banks in
Cachar district. As far as the study is concerned, there are no major limitations but some
factors responsible for paucity of en- trepreneurship in a country including agripreneurship.
Among the various factors, access to capital is an important constraint. Government,
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banking and financial institutions have taken several steps for the efficient growth of
entrepreneurship in agriculture. Though they provide various assistances, it is found that
agripreneurs do not avail these benefits of the government uniformly. It has been observed
from the study of the Annual Reports of Lead Bank that banks always fail to achieve its
target for financing agripreneurs. For the quarter ended March 2014, advances to agriculture
sector accounts for only 26% to total advances by all SCBs. Again, the Govt. introduced
various schemes for rural entrepreneurship development like KCC, SGSY, PMEGP,
Kalpataru etc. But the progress under these schemes is not satisfactory. As on 315t March
2014, under KCC, the amount targeted for Cachar district was 502079 thousand while the
amount sanctioned was only 432020 thousand (Annual Credit Plan, Cachar District, March
2014).Thus from the preliminary study it has been found that status of bank finance for
agripreneurs in Cachar district is not satisfactory.

OBJECTIVES :

1. To observe the extent of financial assistance provided by the Commercial Banks
for entrepreneurship in agriculture activities in Cachar District of Assam.
2. To evaluate the presentation of Commercial Banks with regard to agriculture
sector advances in Cachar District.
3.  To determine the challenges and offer suggestions for agripreneurship credit.

METHODOLOGY :

Research as defined by Redman and Mory (1923) is “a systematised effort to find
out the solution of the problem”. The study is descriptive and analytical and is based on
secondary data. The secondary data were collected from the Annual Credit Plans of Cachar
district published by United Bank of India which is the Lead Bank in the district. The
study covers a period of 5 years from 2009-10 to 2013-14.The secondary data collected
from Annual Credit Plans have been presented in suitable tables. Percentage analysis has
been done to know the performance of scheduled commercial banks with regard to
promotion of agripreneurship.

FINDINGS AND DISCUSSION :

Target and achievement of advances to agriculture sector :

The United Bank of India plans the sector wise target for priority sector lending to
each participating financial agency in the district. Agriculture is one of the very important
aspects of priority sector. The allocated share is called target. The following table-1 exhibits
a comparative study of target and achievement reveals the performance for the study
periods.
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Table : 1
Extent of financial assistance provided by the Commercial Banks for entrepreneurship in
agricultural activities in Cachar District. (in thousands)

As on 31st Total Priority Sector Total Advances to (2) as percent-
March Advance (1) Agriculture sector (2) age of (1)
2010 56,44,173 18,22,868 32.16

2011 62,69,087 20,71,569 32.58

2012 63,02,818 28,09,257 45.88

2013 82,70,512 35,47,949 42.90

2014 96,27,358 37,44,405 37.49

Source : Annual Credit Plan, Cachar District, 20009-10 to 2013-14

Performance of Commercial Banks for agripreneurship advances ( in thousand)

The table -1 shows that the proportion of agriculture credit in the total priority
sector advances have increased over the periods but again little fall in 2014 in comparison
of percentage .But the share to agriculture sector compared to total priority sector advances
have shown a fluctuating trend during the period. The advances of total priority sector
and advances to agriculture sectors were simultaneously going upward during the
particular year from 2010 to 2014.

Table : 2

SL. Year Target( Rs. Achievement( Rs. Percentage of

No in thousands) in thousands) Achievement

1 2009-10 640555 515522 80

2 2010-11 425858 326333 77

3 2011-12 917140 620114 68

4 2012-13 1509470 862570 57

5 2013-14 2051214 1010270 49
Total 5544237 3334809 60

Source : Annual Credit Plan, Cachar District, 2009-10 to 2013-14 (Note: Percentages are
calculated and figures are rounded off)

Table-2 shows that the percentage of achievement for agriculture sector advances
varies between 80% and 49%. The table shown that the percentage of achievement gradually
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decreased for all the financial year which may indicate that lack of credit flow in the
agriculture sector hampering encouragement of agripreneurs in the study region. The average
percentage of achievement during the financial year is 60 and it conclude that the performance
of commercial banks for advances of agriculture sector is not up to the satisfactory level.

Bank-wise Performance of Commercial Banks with reference to agriculture sector:

The below table shown the performance of all the commercial banks from 2009-10
to 2013-14.Most of the CBs have their branches in Cachar district. Bank wise target,
achievement and percentage of achievement for five years from 2009-10 to 2013-14 have
been depicted in Table3.

Table : 3
Bank wise performance of agripreneurship sector advances under annual credit plan in
Cachar District ( in thousands)

Name of Bank 2009-10 2010-11 2011-12 2012-13 2013-14
k= k= = k= =
(<0} Q [0} Q (<0}
= £ 2 5 = £ 2 5 2 £
Q 5 Q q>) Q g Q q>) 3} 5
g = g = £ = g = -
- > 9 - > 9 - > 9 - S [3] - > O
2 8 < g & < 5 8 < g & < 5 8 <
P2 s P2 s Pz PESEL
E < X KH << X BB < X BB <€ X R < X
SBI 75999 167833 234 107000 92213 86 164200104041 63 26498296637 36 339541 51074 15
UCo 59330 53035 86 62575 58223 93 88620 75218 85 152000 84886 56 215993 48484 22
CBI 37265 23376 59 40670 31512 77 61045 11861 19 10776759682 55 142624 399198 38
ALLAHABAD 26445 5486 21 36565 25383 69 55685 17050 31 75097 42901 57 131257 35081 15
PNB 14035 3172 23 19305 15321 79 30440 19600 64 54028 47203 87 57916 21819 32

UNITED BANK 15450 13900 90 13820 17920 130 21550 22203 103 36825 65634 178 55533 8482 15
OF INDIA

10OB 14255 1712 12 14905 8201 55 23145 2455 11 39544 4140 10 51335 5210 9
BOB 11910 2146 18 10765 8180 76 17030 7752 46 29642 9370 32 36366 4466 12
VIJOYA BANK 7090 1294 18 7110 5540 78 13565 1500 11 7284 1807 25 29217 282 1
INDIAN BANK 10565 2842 27 9550 7168 75 17690 1019 6 34849 1855 5 35426 250 1
UNION BANK 5875 3678 63 8145 5000 61 15880 21545 136 28217 5356 19 28302 750 3
OF INDIA

BANK OF 0 0 0 0 0 0 2500 0 0 7543 2045 27 7062 415 6
MAHARASTRA
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BANKOFINDIA 0 0 0 0 0 0 0 0 0 10790 2960 27 6173 963 16
CANARABANK 0 0 0 0 0 0 0 0 0 10690 4616 43 5073 0 0
ORIENTALBANK 0 0 0 0 0 0 0 0 0 0 0 0 5073 128 3
OF COMMERCE

SYNDICATE 0 0 0 0 0 0 0 0 0 0 0 0 5073 200 4
BANK

AGVB 141855 122762 87 174540 175031 100 247855224067 90 465838260402 56 619431 240608 25

FEDERALBANK 6580 4520 69 6030 4520 75 10490 337 3 17916 0 0 20237 0 0

HDFC 5620 0 0 3940 0 0 8315 16942 204 15154 14748 97 15816 64188 146
ICICI 4475 1001 22 3360 0 0 7100 433 6 19326 1114 6 13986 0 0
AXIS BANK 3160 0 0 4670 0 0 1009 0 0 1827 0 0 18488 16971 39
INDUSIND 0 0 0 900 0 0 1940 4475 231 7543 55530 736 6219 66501 317
IDBI 0 0 0 0 0 0 0 0 0 6168 1684 27 5073 1200 17
TOTAL 439945 413757 94 523850 454212 87 797140530498 67 1409470762570 54 1851214966270 52

Source : Annual Credit Plan, Cachar District, 2009-10 to 2013-14 Note: Percentages are
calculated and figures are rounded off.

Table-3 shows that the amount allocated as target was steadily increased over the
period in case of all banks. With regard to bank-wise performance of agriculture sector
advances it is seen that the achievement percentage is not uniform over the five years. The
performance of banks like SBI, UCO bank, CBI, PNB, UBI etc. are satisfactory while it is
very poor for Indian Bank, Indian Overseas Bank, Vijoya bank etc.

CONCLUSION AND SUGGESTIONS :

Agriculture is the backbone of the Indian economy. From the present study, it is
observed that advances to agripreneurship sector are not up to the level. Considering this
situation, the following suggestions may be considered relevant for the development of
agripreneurship.

Awareness campaign should be arranged among the entrepreneurship those who
opt for it or already exist. Through the programme they should be made aware of the
various provisions available for them. It is necessary to make them understand that loans
are advanced for undertaking agripreneurial activities. The agripreneurs should be provided
finance at minimum rates of interest and on easy repayment basis. The cumbersome
formalities should be avoided in sanctioning the loans to agripreneurs.

Banks may consider providing adequately qualified and trained personnel in rural
and semi urban branches to accomplish the targeted mission. Banks should establish
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customer support relations with borrowers rather than simply lending to the agripreneurs.
This will help to reduce the risk associated with lending to entrepreneurs.

Agripreneurship is the need of hours to make agriculture a more attractive and
profitable venture. It is clear that there is a great scope for entrepreneurship in agriculture
and this potentiality can be tapped only by effective sup- port to this sector. The agriculture
sector has large potential to contribute to the national income while at the same time
providing direct employment and income to the nu- merically larger and vulnerable section
of the society. Agri-preneurship is not only an opportunity but also a necessity for improving
the production and profitability in agriculture and allied sector(Bairwa et.al., 2014). Hence,
adequate infrastructural support including credit is highly desirable for promotion of
agripreneurship. The scheduled commercial banks can play a pivotal role to augment for
promotion of agripreneurship.
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