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Changing Trends in Accounting and Finance

Cryptocurrency: New Architecture for Financial Transactions

Aakansha Mitawa*
Dr. Pawan Bhambu™

Introduction

Digital currency, also known as crypto-currency or crypto, doesn't have a
centralized issuing or regulating authority. Instead, it's decentralized and more secure
because of encryption. Cryptocurrency is a digital currency that can be used to
exchange money, without the involvement of a bank. Cryptocurrency exists only as
electronic entries on an online database, which anyone with a device on this platform
can access, and it's possible to make cryptocurrency payments from anywhere in the
world. Public ledgers store cryptocurrency transactions for all to see, in order to verify
transactions. Transactional data is stored on digital wallets. People in the
cryptocurrency community use encryption to secure and make safe transactions. This
is done by advanced coding. Bitcoin was the first crypto, and its interest has stuck
around. There are many different coins with different purposes, but the majority of
them have to do with a monetary exchange system. Prices can fluctuate often
depending on specific events or behaviours.

Cryptocurrencies use Blockchain technology and can be distributed publicly,
as people hold a record of all transactions updated by currency holders. Units of
cryptocurrency can be created with a process called mining, which uses computer
power to solve mathematical problems. Users can purchase cryptocurrencies from
brokers and then store and use them with cryptographic wallets. Although Bitcoin has
been around for nearly 10 years, cryptocurrencies and blockchain applications are still
emerging in the financial markets. Transactions including bonds, stocks, and other
assets could be traded using the technology in the future according to experts. Bitcoin
is still the most commonly traded cryptocurrency. It was created by Satoshi
Nakamoto, whose identity remains unknown. Bitcoin was developed in 2009 and was
the first cryptocurrency in existence.

* Research Scholar, Department of Computer Science Engineering, VGU University Jaipur,
Rajasthan, India.
Associate Professor, Department of Computer Science Engineering, VGU University Jaipur,
Rajasthan, India.
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Popular Cryptocurrencies

Bitcoin (BTC): Bitcoin has been around for a long time, but it wasn't until 2017
that it became popular. The first cryptocurrency was Bitcoin, which debuted in
2009. The anonymous creator, Satoshi Nakamoto, wanted to create a new
way of transferring currency. It reached the big leagues in 2017 when it
became talked about on major news outlets.

Ethereum is an open-sourced, public blockchain-based technology platform
and operating system which offers decentralized computing power. This can
be accessed and used by clients via the Ethereum Virtual Machine, an
extension of the original Virtual Machine that forms the core of Ethereum.

Litecoin This currency is most similar to bitcoin, with a quicker development of
innovations, including faster payments and processes to allow more
transactions.

Ripple is a new blockchain technology company that allows people to transfer
money on its digital ledger. Ripple gives banks and financial institutions the
ability to securely provide services for extraordinarily low fees.

Tether (USDT): The price of Tether is $1. This is because it is a stablecoin,
which means that it's tied to the value of a particular asset, in the case of
Tether, the US Dollar. However, some people are concerned that Tether isn't
safely backed and relies on short-term financing.

USD Coin (USDC): USD Caoin is a democratically governed stablecoin backed
by assets and easily accessible to investors. The USD coin is a monetary unit
that's worth the value of 1 U.S. dollar, so it shouldn't fluctuate in terms of its
price. It has a reserve of assets which are held by US institutions and have
equivalent values.

BNB (BNB): BNB is a cryptocurrency used for discounted trades on the
Exchange Binance and as a means to send payments. It has recently been
accepted in various locations like restaurants, hotels and even voting polls.

Binance USD (BUSD) : With the BUSD, an individual can trade directly with
US dollar-denominated coins. The coin is backed by the New York Department
of Financial Services and runs on top of Ethereum. Binance USD is a dollar-
backed stablecoin from top crypto exchange Binance. It has been verified and
regulated by the New York Department of Financial Services.

XRP (XRP) : Formerly known as Ripple, the XRP use of a trust-less
mechanism and real world currencies to facilitate payments make it very useful
in cross-border transactions. XRP offers a way to pay in many different real-
world currencies, including USD. It can be used for cross-border transactions
and has a trust-less mechanism that facilitates payments.
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Working of Cryptocurrencies

As a concept, cryptocurrencies work outside the banking system. Unlike fiat
currency, currencies are not controlled by a central regulatory authority. Bitcoin is the
major competitor to all other brands of coins.

. Mining: Miners are able to create bitcoins in exchange for solving complex
math problems. To create cryptocurrencies, computers must solve certain
mathematical puzzles. The process of mining one bitcoin would take an
estimated 30 days, in an ideal world.

o Buying, selling, and storing: You can buy coins from central exchanges,
brokers, and individual currency holders. The easiest way is to buy or sell
them through an exchange like Coinbase.

° Transacting or investing: Transfers of cryptocurrencies like Bitcoin take
place using smartphones. Your choice once you own it:

= use them to buy goods or services
» trade in them
= exchange them for cash

You can use bitcoin with a debit-card or withdraw cash at an ATM, just like
regular currency, or use a banking account to convert it.

Cryptocurrencies in India

India, a home to over 1 billion people and rivaling China's population, is no
stranger to the concept of Bitcoin (BTC) and cryptocurrency. Officially known as the
Republic of India, it is the second-largest country by population after China. A large
number of people in India are uncertain about the benefits of a cryptocurrency. With
an open stance on cryptocurrencies, and the use of them being largely unregulated,
Bitcoin has not yet been outlawed in India. Although digital asset companies had
difficulty working with banks in 2018 because of a rule set by the Reserve Bank of
India, but those restrictions were removed in 2020.For the past few years, there have
been mixed responses concerning cryptocurrency regulations. Nevertheless, crypto
adoption in India has been growing exponentially; As of December 19, 2021, 14.7% of
Indians own crypto, and in just five months that figure rose to 29.9%. This data is
published by Finder's Report on April 11th of this year. India ranks second overall in
the index, behind Vietnam. This comes even with suggestions that cryptocurrency is
illegal in India. Just last month Sitharaman noted that the government wants to
impose a 30% tax on any income from trading crypto and a 1% tax on all transactions.
India has shown interest in issuing a Central Bank Digital Currency with an underlying
Rupee value. The RBI had sought to ban Cryptocurrencies in 2018, but a Supreme
Court ruling left cryptocurrencies well within the "grey area." Indian crypto enthusiasts
are looking to see what will happen to these recent plans.
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In 2021, 59% of crypto users in India were male. However, the percentage of
female users has increased by 300% since 2020. This indicates an increasing interest
and acceptance of cryptocurrency among Indian females. According to the WazirX
crypto exchange, they found that 2/3 of their users are under 35 years old, and have
seen 1000% more women signing up since 2021. A cryptocurrency is a virtual
currency which runs on the blockchain technology. Cryptocurrencies use
cryptography. Cryptocurrency is decentralized, meaning there is no authority
regulating and controlling it. There are over 4,000 cryptocurrencies available on the
market. The top 20 cryptocurrencies serve as a store of value and up to 90% of all
trades take place in them. Earlier, people invested in gold when they wanted to
protect themselves against inflation.

More people are converting their cash into Bitcoin, since it is an alternative
asset to safeguard their finances, due to the effects of inflation. Any person, whether
an individual or a corporate entity, can purchase cryptocurrency. There are no
restrictions on who is eligible to own cryptocurrency. Cryptocurrency works with a
special algorithm called cryptography. This process is created to generate keys for
encrypted programs or random password generation. To see what the key is, you
need to do mining which can only be accomplished with software or hardware. Mining
is a little more complicated than it first sounds. It takes hard work and a lot of luck to
solve the puzzles. The only way to start mining is with computer systems, high
internet connection, and labour. You can also earn cryptocurrency by buying it, paying
someone if they have coins and are willing to give them for cash, or accepting
cryptocurrency as payment for your services.

Traders value cryptocurrencies based on the market's sentiment, so a sudden
drop in confidence could cause an abrupt drop in their value. Cryptocurrency is not
tied to any bank or government organisation, so if it goes down, there is no safety net.
The changes and developments in technology have enabled criminals to use it
efficiently. The frequency of cyber-crime is increasing with the popularity of
cryptocurrency, which is attracting them for potential risks. Institutions are a target for
hackers because they offer more money to the hacker. It's hard to catch the culprit, so
it's easy to steal currency from wallets.

Cryptocurrency Benefits

" Protection from inflation: Fierce inflation often causes a currency's value to
decline, which is why cryptocurrency deflation is important. Your coins are worth
more because the supply is limited, but the demand keeps their value high.

. Self-governed and managed: Developers/miners hold onto data within the
cryptocurrency, creating a decentralized idea. The developers are then paid by
the transaction fee they receive when creating the blocks. These block
creators make sure to keep the accuracy and integrity of records high.
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. Decentralized: The good side is that it's decentralized. The developer may
control or a corporation can do it before the release. Decentralization helps
keep the currency free and stable, unlike governmental fiat currencies
because they're controlled by a specific organization and they can manipulate
the worth of the coin.

. Cost-effective mode of transaction: One of the most important uses for
cryptocurrency is to send money across borders. With the help of
cryptocurrency, the transaction fees paid by a user can be reduced to zero or
negligible. It does so by eliminating the need for third parties, like VISA or
PayPal, to verify and approve a transaction.

" Currency exchanges finish smoothly: You can convert cryptocurrencies into
many different currencies and purchase them using other fiat currencies.
Different exchanges and wallets let you trade in cryptocurrencies, convert one
currency to another, and pay minimal transaction fees.

. Secure and private: Cryptocurrencies provide better privacy than traditional
electronic transactions through a locked blockchain. The key to the blockchain
is mathematical puzzles that rely on different levels of encryption for added
protection. Cryptocurrencies use pseudonyms which do not follow any user
accounts or stored data and are not connected with any profile.

. Easy transfer of funds: Transactions in cryptocurrencies are quick and
efficient, with the added benefit of being inexpensive. Transactions are verified
quickly because there are few barriers to stopping them.

Conclusion

Crypto can be either advantageous or disadvantageous depending. It's fast
and cheap while high-energy inefficient and unregulated. Cryptocurrency has
advantages including cheaper and faster money transfers, decentralized systems that
cannot collapse at a single point of failure, and disadvantages including price volatility,
high energy consumption for mining activities, and use in criminal activities. Many
cryptocurrencies provide utilities that other asset classes can't. As those
cryptocurrencies grow in popularity, the number of hurdles to use cryptocurrency are
dwindling. The benefits of diversification and trade-offs with inflation make it a good
idea to include crypto in your portfolio.
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Accounting and Artificial Intelligence: A Panoramic View

Dr. Vineeta Arora*

Introduction

The digitalization of today's world makes technology use more productive. The
concept of the fourth industrial revolution is frequently examined and debated. It sets
up a platform on which companies may fully digitise themselves, deploy robotics, and
employ artificial intelligence in their accounting and auditing processes. For their
clients to receive measurements of risk aversion and cost savings, audit companies
must integrate artificial learning. This new development is sometimes referred to as
Al-facilitated audit. Due to this, accounting is now done using a computerised format
rather than paper. Simply said, Al has sped up and simplified the processing of
enormous amounts of data. In this instance, it undoubtedly exceeds human capacity.It
lessens the effort required for accounting tasks including reviewing journal entries,
reading contracts, and ensuring the accuracy of financial statements in a certain way.
Additionally, it offers a way to understand ledgers, spot false claims, and receive any
risk-related reports. The "Association of Charted Certified Accountant” demonstrates
how machine learning techniques have posed difficulties for the progress report of
accountant operations' de - skilling.

Since artificial intelligence is applicable to all industries, the accounting and
finance sectors are undoubtedly affected significantly as well. The next generation of
clients and employees will be drawn to Al because of its professional expertise in
accounting and finance, which includes saving time and money and offering insights.
Al is a superior option to replace human talents in the accounting industry, as
employees deal with route duties. Many accounting firms employ artificial intelligence
to evaluate vast amounts of data quickly, which is difficult for humans to do.

Artificial intelligence is the simulation of human intelligence in machines,
enabling them to think and act like people. Bots or machines can read data, evaluate
it, adjust it for better analysis, and carry out the necessary duties. To increase the

* Assistant Professor, Department of ABST, Government Bangur PG College, Pali, Rajasthan,
India.
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strategic significance of the accounting function, it integrates additional technologies
and cutting-edge ideas including computer vision, deep learning, natural language
processing, machine learning, and reasoning.Artificial intelligence is having an impact
on other businesses, including the accounting sector, notably making it more
competitive. Despite being a traditional profession, accounting has been automated.
By changing the monotonous, standardised chores into the creation of insights that
may guide corporate strategy, Al's impact on accounting gives it new life.

Role of Al in Accounting

The new era and technology known as artificial intelligence is said to be
having a significant impact on the fields of accounting and finance. And this is exactly
how it has been in every other field, accounting for money. By saving time and money
and providing insights, Al-enabled accounting and finance solutions will assist finance
professionals and their organisations in remaining competitive and luring the next
generation of employees and clients. Robotic process automation will be
advantageous for the financial services sector, claims a report by Accenture
Consulting. In order to offer the services that their clients will and demand and to
compete with other specialists for business, accounting firms and financial
professionals must start embracing artificial intelligence. As employees handle route
jobs, Al is a better way to replace human talent in the accounting sector. Many
accounting firms use artificial intelligence to analyse huge amounts of data quickly,
something that is challenging for humans to perform. Here are some points described
below to highlight the role of Artificial Intelligence in Accounting:

° Effectiveness in Routine Work: Al has the capability to gather and combine
data in any format, whether structured or unstructured, from several sources.
Accounting information systems with artificial intelligence enable accountants
to sort and visualise the data in various formats. Al-based invoice
management solutions automate the processing of invoices to reduce errors,
enhance invoice recording, increase the number of invoices recorded, and
manage supplier relationships. Auditors are not required to go through the
complete process of developing tests, writing scripts, and applying all rules
when using Al-based auditing. Additionally, accountants may now do repetitive
and standardised activities using artificial intelligence, freeing up their time to
concentrate on comprehending the data produced.

o Decrease in Errors and Fraud: Internet payments, online banking, and other
financial transactions have increased along with the growth of online activity.
However, the likelihood of financial crime like fraud also rises in such
transactions. This is where artificial intelligence's function in accounting and
auditing comes into play. Al makes it possible to accurately match expenses
with the proper categories, enabling error-free expense management. Al also
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makes it easier to spot mistakes like double entries, inadequate invoicing that
might result in fraud, or certain questionable payments. These advantages of
Al give accountants the ability to make the proper payments and maintain
compliance with legal regulations, resulting in full compliance and
safeguarding the client's finances against fraud.

o Better Decision Making: We are aware that Al is capable of efficiently and
effectively detecting anomalies in data. These information could be found in
supplier invoices, customer sales records, customer demographics, or any
other information. Decision-makers can build their upcoming strategies on
these insightful data, which can provide greater insights. With the aid of
artificial intelligence in accounting, accountants can manage their finances,
estimate their cash flow, and create budgets to prevent unforeseen losses.
Decision-makers can use these practical insights from Al-based accounting to
modify their spending or processes to cut costs for the company and more
effectively address financial issues.

o Improved Work Quality: New technology is changing how people operate in
every field. Additionally, it is changing the ways in which customers expect to
interact with organisations. Accounting can be said to be the same. Atrtificial
intelligence may help accountants work more effectively and productively. If
job times are cut by 80-90%, human accountants would be able to
concentrate more on giving advice to their clients. Since there will be fewer
mistakes, artificial intelligence will raise the calibre of accounting procedures.

. Robotic Process Automation: Robotic process automation, often known as
RPA, enables artificial intelligence (Al) personnel or robots to handle time-
consuming, repetitive tasks in accounting procedures including managing and
processing documents. Once RPA is in place, accountants may use the time
they formerly dedicated to these tasks for more consulting and strategic work.
Robotic process automation is a more sophisticated subset of intelligent
automation, or 1A (RPA). IA can mimic human interaction in various situations,
including as identifying implied meaning in client communications and
adjusting to an activity using historical data. There are numerous methods to
employ RPA and IA in accounting.

Al regularly provides real-time status of financial worries and can analyse
documents using natural language processing and computer vision more quickly than
ever before, making daily reporting simple and affordable. Businesses can be
proactive and alter course if data indicates bad trends thanks to this knowledge. Al-
assisted document authorization and processing will be advantageous for
procurement and purchasing, invoicing, purchase orders, expense reports, accounts
payable and receivable, and other internal accounting procedures. Accounting is
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subject to a number of internal business, local, state, and federal regulations. Al-
enabled solutions assist audits and guarantee compliance by comparing documents
to standards and rules and alerting those that have concerns.Businesses lose billions
of dollars each year due to fraud, with financial services companies losing 220 INR for
every 70 INR in fraud. In order to quickly discover potential fraud concerns or
suspicious behaviour that might otherwise go unreported by humans and flag it for
further investigation, machine learning algorithms can quickly sift through enormous
volumes of data.
Challenges of Al in Accounting

The functions and role of the accounting profession within a business are
about to undergo a significant transformation. The supporters of the artificial
intelligence revolution see this advancement as a stride forward and are excited about
the challenges that lie ahead. On the other hand, the opponents see it as a setback
because many accountants would struggle to adjust to this new economic
environment and fall behind.There are some challenges listed below-

° Support from Organisations and Public Confidence: Few companies have
invested money in Al-based products. The interest of the organisations is not
lying in the investment for the Al products because there is currently very little
deployment and utilisation of the Al product. More personnel are needed who
are able to run machines that think and learn on their own. Fewer people can
really comprehend how other businesses have advanced thanks to machines.
Offering consumers platforms and tools that allow Al-driven work as a service
will help solve this issue because it will allow them to apply Al and data on
ready-made solutions.

. Advanced Technology: Advanced processing power is needed since many
artificial intelligence technologies and methodologies do. This is necessary to
handle enormous amounts of data in order to develop an Al system and apply
deep learning principles. That much processing power is difficult for firms to
acquire and fund, especially startups and small businesses. This was made
somewhat practicable by parallel processing systems and cloud computing,
but as data volumes increase and computer complexity rises, these systems
become unreliable.

o Security of Data: A lot of data are utilised in accounting, and depending on
the task, these data are based on an Al platform. There is a possibility of a
data breach because these data may be private and sensitive. The regulator
for data privacy and utilisation has not yet been established, thus
organisations are quite hesitant to use Al in accounting.

. Fear of Job Loss: The duty of an accountant today begins with antiquated
methods for data processing and report creation. The human touch cannot
entirely replace the use of innovative and cutting edge accounting software for
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the accountant to execute data-centric activities of accounting, tax, and
auditing quickly. Accountants are still required to slog through traditional
methods of data verification and report evaluation. The drawback is that over
the next couple of decades, Al and its integration with the accounting industry
may result in job losses.

o Artificial Command and Control: Al-powered computers will be able to take
over numerous activities previously performed by accountants and human
resources employees. The ability to control the functions of statutory compliance
of numerous laws and regulations is crucial. It can also assess employee
performance, which might influence HR decisions. Many people regard this as a
terrifying feature of invasion of human privacy because an "intelligent" system
will analyse lifestyle patterns and human behaviour. The challenge then
becomes whether these machines can find a balance between harsh data
analysis and a deeper human-like sensibility when making decisions.

There is a school of thinking that believes the implementation of Al-based
technologies may not go smoothly in the future. In the future, it's possible that the
cognitive powers being sought after to improve accounting and other procedures may
be able to produce their own knowledge and data. The identical programming codes
and algorithms designed to maximise system efficiencies could result in a "runaway
effect"” of undesirable circumstances if there was no control or monitoring. In this
situation, the very things that are being simplified may ultimately cause more harm
than good. The time when Al can be utilised to manage and lessen undesirable
impacts is still fairly far off.

Conclusion

The next great technological revolution is artificial intelligence, and integrating
it with accounting software would be a significant advance. Automation is no longer a
luxury choice; it's a need for those accountants who want to stay relevant since Al and
ML will undoubtedly define the future of accounting and bookkeeping. In order to grow
more specialised in their specialties and to respond quickly to the financial duties they
perform, both small and large businesses will be looking for accountants who have
solid understanding of technology and automation. Accounting firms would benefit
most from the transformation if they decide to adopt artificial integration despite their
concerns about how their business model will alter. The future of accounting depends
on its ability to adapt to new technology. The main worry about Al is that it will
eliminate jobs or cause unemployment as a result of technology taking over, but
integrating artificial intelligence will make it easier for workers to concentrate on more
strategic work that demands expertise, which will improve development. Technology
might have a significant social influence if humans use it well.
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Al has the potential to address a number of current issues and push people
farther to conquer various challenges. But for the creation of man-machine hybrids,
this transition can only be achieved if people and organisations embrace it. Although
accounting has gone digital, the practises remain the same as they were in the past. It
is time to take this significant step toward improving accounting practises and creating
standards. To make sure they utilise automation and Al while constructing a stronger
business model for their company, accountants should prepare to shift into a more
dynamic consulting and advising arena. There are many methods to do this, but for
the most part, accountants may start by setting aside more time for research,
insightful reporting, and suggestions to assist their customers thrive in business. Data,
like the majority of technology, is what powers Al.
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Foreign Direct Investment in Pharmaceutical Sector of India

Mahipal Bharatbhai Ram*

Introduction
A foreign direct investment could be a direct investment by other country.

Foreign Direct Investment is an acquired of physical capital by a firm from one nation
to other nation. The FDI is an investment that enlarge to long-term relationship and
control by a resident existence of one country in a firm located in a country other than
that of the investing firm. There is high engaged to the direct investment than only
money capital for illustration managerially, economically, financially or technically
guidance or advice. Foreign Direct Investment (FDI) Foreign Direct Investment (FDI)
attraction has become an without breakable part of the economically development
strategies for India. As point of view all countries find FDI when domestic capital is
inadequate or at lower for aim of economic growth, development and booster reforms
in national level. So FDI generally brings technical know to work, how to work,
business expertise, knowledge and intellectual property. The FDI was ascertain a
major amount of domestic capital, higher production level and great employment
opportunities in the developing countries, which are considered major steps towards
the economic growth of the country. In pharma sector’'s FDI has been a booming
factor that has strong the economic life of India but on the other words it is also being
blamed for cancelled domestic inflows. The FDI inflow has been encouraging for India
who has tremendous potential for greater flow of FDI in next coming years. FDI can
be defined as a more higher investment, where foreign assets are invested into the
domestic market excluding the investment in stock. This facilitates in bringing private
funds from overseas into products or services.

Objectives

. To get the information about FDI data in India.

. To find out FDI investment in pharmaceutical sector in India level.
. Effect of FDI in Pharmaceutical sector in India.

* Research Scholar, Bhakta Kavi Narsinh Mehta University, Junagadh, Gujarat, India.
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Literature Review

. Tamma Koti Reddy (2013) studied on ‘Foreign Direct Investments in Indian
Pharmaceutical Industry’ they said that, Although India has considerable
liberal policies in its foreign investment policy, the foreign direct investment
inflows had been much lower before sometimes but India has changed his FDI
regulations after that the targets until recently. The other market leader
companies in pharma industry should raise their expenditure towards R& D
and academic connections would assist to the pharma industry with regard to
Drug and medicines development.

° Dr.Nishikant C. Dhande, Prof. Anshuman Vijay Magar studied that ‘A Study
of Foreign Direct Investment in Indian Pharmaceutical Industry’, they apply
that the foreign direct investment route is the greatest, fastest, safest and
higher efficient mode of operating in the most latest technology in India. They
are suggested to India is market of Generics, which will induced more inflow of
FDI in next few years.

° Ronny Thomas, K. Narayanan and Vinish Kathuria studied that ‘FDI and R
& D in the Pharmaceutical Sector in India’, he said that Expenditure and cost
on research and development (R&D) in pharma sector is identified as an
important source for encouraging innovations and technological learning in
developed as well as developing countries. Further, the scope of investment in
R& D has raised with the progressive liberalization and increased flow of
cross-border investment.

° Harshvardhan Jain & Mayank Rautela (2018) research on ‘FDI in Indian
Pharmaceutical Sector But policy should be such to minimum or even
cancelled all objections or disadvantages from FDI inflows into a country. It is
also needed because 100% FDI is allowed in this sector which artificially direct
threat and more hurdles to the whole health and IPR framework of our country
in terms of access and affordability of medicines, domination out of our
pharmaceutical industry, undue demand and pressure on TRIPS
arrangements as per parliament committee report.

Research Methodology
. Sources of Data

This research data was secondary source we collect data from Internet
searches or libraries, other researchers study for massive research survey, different
published reports sources like printed books, online journals, research thesis,
dissertations and various online websites were used like RBI, Make In India, Pharma
industry, etc.
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. Data Collection Method

This study data are collected by other data Research Journals — like Economic
times, Business Standard, Financial Chronicle, Financial Express newspapers,
Outlook Money, Money Today, Wealth Insight magazines, research journals are
intended for an academic or technical audience, not general readers. A journal is a
scholarly publication containing articles written by researchers, professors, and other
experts. The data was collected by official documents and government sources who
declared or published by state or central government. This all using data contained
and collected by website articles tools which help in study depth of pharmaceutical
industry with help of research papers, journals, articles, magazines, financial
newspaper, bulletins, reference book, research report etc. and all available sources.
° Sample Design

In this study all data which mentioned in graph are taken from RBI site, in
which there are almost all different sectors but main focused on drugs &
pharmaceutical sector etc. which explained about how FDI inflow invested into
different sector also into Pharma sector.

Data Analysis and Interpretation
Top Countries FDI Inflows in the World

Chart 1.1: FDI Inflows (in US dollars) in 2021
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Source: www.timesofindia.indiatimes.com

The above chart 1.1 refers to top leader countries who highest inflows of FDI
in the all over world so observed that US has main much more FDI attract to his
country its reached at 367 dollars during 2021. Thereafter other countries like China
was second highest with 181 dollars and Hong Kong was third largest 141 dollars
after that India was 7' rank in world-wide FDI attract from other countries at 45 billion
as large mergers and acquisitions. This is specially greatest reforms and achievement
for India specially in the modern technology and drugs. On this chart concluded to
India remains the preferred destination for digital multi-national companies looking to
invest outside the developed world with the country.
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FDI Investment in India

Chart 1.2: FDI Investment in India 2012 to 2022

83.57

60.22 59.0
55.56

50
46.506 4515 44.9 44.4

343 3605

US dollars

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Year

Source: www.statista.com

FDI policy is an enlarged which was uniformly apply in the country.
Government of India has put in place a liberal and transparent policy for Foreign
Direct Investment (FDI), wherein most of the sectors are open to FDI under the
automatic route and also increase FDI during 2012 to 2022. Specifically the Indian
Government reviews the FDI policy and makes changes from time to time, to ensure
that India remains an attractive and investors destination so higher investment at
83.57 dollars during 2022 its double from 2012.So India has reported highest foreign
direct investment to the journey of 46 billions to 83 billions dollars in 2012 to 2022 so it
a highest FDI investment recorded during whole financial years.

FDI Investment various Sector
Chart 1.3: Sector-Wise attracting highest FDI (2020)

Hotel & Tourism [N 94224
Pharmaceuticals [N 97048
Chemicalz N 104065
Instrastructure [N 16
Automobile [N 152
Construction N 125990
Trading I 191945
Telecommunication [N 221816
Computer Software [N 457476
Sevicez [N 300505

Sector-Wise FDI

0 100000 200000 300000 400000 500000 600000
Amount in Crore (Rupees)

Source: www.businesstoday.in


http://www.businesstoday.in/

Foreign Direct Investment in Pharmaceutical Sector of India 17

The above chart 1.3 indicates for different sector-wise FDI investment in Indian
country. In this study the highest FDI collected by service sector its Rs.500505 crores
then after computer, telecommunication, trading, construction, automobile,
infrastructure, chemical and at 9" position of pharmaceutical sector. The
pharmaceutical sector was also Rs.97048 crores amount of FDI collected by different
countries in 2020 year. It's very higher amount invested of pharmaceutical sector and
year by year raising along with other sectors and its positive effect on pharma sector
and also Indian economy.

FDI in Pharmaceutical Sector

Foreign direct investments (FDI) have played a significant and vital role in
developing the Indian pharmaceutical sector, and it has concluded in access to global
capital markets and financial resources, access to more consumer markets,
generation of new employment opportunities, increase in research and development
and increase in net foreign exchange earnings. The FDI in brownfield projects (under
automatic and approval route) will be subject to compliance with the conditions below:

° The production level of national list of essential medicines drugs and
consumables items and their supply to the domestic market at the time of
entering of FDI is to be maintained over the next five years at an absolute
guantitative level.

° The research and development expenses was higher in value terms is to be
maintained for the next five years at an absolute quantitative level as at the
time of induction of FDI

o The related investor company shall provide all information and details
concerned to the transfer of technology outdated to modern, if any along with
entering of foreign investment into the investor company to the Ministry of
Health and Family Welfare, Department of Pharmaceuticals.

This legally framework is with a view to protect the domestic pharma industry,
efficiently that the supply of needed medicines is not negative impacted, and increase
research and development. Soattract larger amount of FDI in the pharmaceutical
sector, the government reviews FDI policy on an ongoing basis with a view to liberal
and simplify it progressively and improve the country's investment climate by providing
ease of doing business.

Effect of FDI in India Pharma

A foreign or abroad multi-national companies collaboration with Indian
companies brought new products, new drugs & medicines, modern technology, higher
investments, quality systems for increasing knowledge of regulatory processes. Indian
pharma companies provide local market knowledge, cost advantage, local scientific or
medicines talent. FDI was such assist to have the potential to bring significant benefits
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to both parties and more valuable to society as a whole. The pharma companies such
partnerships bring in new drugs and therapies to the market and increase patient’s
awareness about diseases and wider treatment choices available. The main effect of
Foreign direct investments (FDI) have played a significant and vital role in developing
for Indian pharma sector, and it has resulted in access to global capital markets and
evaluate financial resources, access to larger consumer markets and find to new
markets, rival strategies for competitors, generation of new employment opportunities,
raised in research and development and increase in net foreign exchange incomes.

FDI has contributed considerably in Indian pharmaceutical sector. India is
recent times to the third-largest pharmaceutical industry in terms of volume and tenth
largest in terms of value, and it is the largest provider of generic medicines items at
globally. FDI information’s collect by way of information, it may be noted that 100 per
cent FDI is permission in the pharma sector, and FDI up to 74 per cent in brownfield
pharma projects is permitted under the automatic route.

Recently, there have been certain opportunities takeovers in the backdrop of
the brittle economic situation caused by COVID-19, and in order to deal with the
Government of India (GOI) has changed the FDI policy in April 2020 and mandated
prior GOI approval for investment from bordering countries (including China). So this
has factors a lot of inconvenience to Indian investor companies, including in the
pharma sector. Other affected relevant administrative ministries and departments are
requesting for declarations regarding direct and indirect investments and beneficial
ownership from bordering companies and making such declarations is exceedingly
challenging and time-consuming. FDI was global and cross-holding structures, it is
difficult to ascertain who the ultimate beneficiaries of investments in India. Therefore
in some cases, investments are held by various funds, and ensuring the beneficiary in
such a situation becomes challenging. Hence. the time taken by the related
administrative ministry to screen beneficial ownership data and ultimately approve or
reject an application has brought uncertainty over ongoing transactions, which was
executed and are yet to close new transactions.

India has recently banned many Chinese apps and is screening all that comes
in from China or is China-related, be it investments, goods and services. So this has
leading to uncertainty about the future of Indo-China trade relations, and this is
already having a significant adverse effect on the pharma sector as India sources a
substantial amount of raw material, active pharma ingredients and key starting
materials from China. The consolidation and resultant of M&A is a key maker for the
Indian pharma sector. The Indian pharma sector has owing to the global economic
slump, weak investor confidence, lower demand, etc., FDI has generally been slow in
the pharma sector and this has an impact on the growth of this sector. Some merger
and acquisitions of Indian pharmaceutical multinational companies below.
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Table 1: Mergers and Acquisitions (M&A) of Indian Pharmaceutical Companies

Sr. No. Foreign Company Indian Company Year Amount
1. Mylan Inc. Acrolab Ltd. 2013 1.75 billion $
us Unichem Lab. Ltd. Rs.160 crore
2. Sanofi SA Universal Medicares 2011 100 million $
Ltd.
3. Abbott Piramal Healthcare 2010 3.8 billion $
us
4, Sanofi Shanta Biotech 2009-2012 722 million $
5 Daiichi Sankyo Co. Ranbaxy Lab. Ltd. 2008 4.6 billion $
Ltd. Japan
6. FreseniuusKabi Dabur Pharma 2008 219 million $
(Singapore)
7. Hospira (USA) Orchid Chemicals 2009 400 million $
8. Reckitt Benckiser's Paras Pharmaceuticals 2010 726 million $
9. Danone Wockhardt 2011 350 million $
Source: www.livemint.com
Conclusion
. Increasing competition in Indian pharma sector also attracts foreign investors

with newly systemin healthcare spending such as healthcare insurance
policies, life insurance policies results in growth in pharmaceutical industry
which attracts investment.

° It has also raised to medical tourism, pharma packaging, biopharma and bio-
generics are some of the emerging segments which may increase the growth
and development of pharmaceutical industry.

° Pharmaceutical production cost is also cheap in India because reason behind
as a result of world’s second largest population, there are wide patterns of
disease which attracts the pharmaceutical firms.

° Pharmaceutical demand of medicines raised domestically as a result of better
literacy rates as comparison to earlier.

o FDI improves quality of medicines and drug products and also some
companies production more progressive at large scale after changing policy of
FDI.

. It has gradually changes Indian pharmaceutical scenario after allocation of FDI
policies.
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Study on Risk and Returns of HFFC
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Introduction
Role of NBFC in the Financial System

NBFCs act as a supplement to banks by providing infrastructure to distribute
excess resources to individuals and companies with deficits.

NBFCs also serve the additional purpose of introducing competition in financial
services.

Unlike banks who may offer a packaged deal on a set of financial services,
NBFCs offer customized services to suit the specific needs of clients NBFCs
specializing in one particular sector develop an informational advantage.

From loans and credit facilities to private education funding and retirement
planning, from trading in money markets to underwriting stocks and shares,
and Term Finance Certificates, NBFCs offer almost all banking services. They
provide wealth management services like managing stocks and shares
portfolios, discounting services like discounting of instruments and give advice
on merger and acquisition activities.

The number of NBFCs has increased greatly in the last several years due to
venture capital companies, retail and industrial companies have entered the
lending business. NBFCs also often support property investments in property
besides preparing feasibility, market or industry studies for companies.

NBFCs are usually not allowed to take deposits from the general public and
have to find options for funding their operations.

NBFCs do not provide cheque books nor do they provide a saving account
and current account.

Associate Professor, RK University, Rajkot, Gujara, India.
MBA Sem. lll, RK University, Rajkot, Gujara, India.
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Introduction of Home First Finance Company
Home First Finance India Company (HFFC) is a technology driven affordable

housing financier focused on salaried customers and home loans with strong
presence in markets like Gujarat and Maharashtra (57% of total AUM).

HFFC delivered robust 49% AUM CAGR over FY17-FY21 despite FY21 being
majorly impacted by the Covid-19 pandemic. While asset quality was impacted in
FY21 due to the pandemic.

With AUM growth expectations of 26% CAGR over the medium term,
technology usage ensuring further optimization of operating costs and normalisation
of credit costs, we expect HFFC to deliver ROA/ROE of 3.4%/12.7% by FY24E with
both operating and financial leverage kicking in.

Details of Company’s Product/Services

No. Product Name Intrest Rate
1 Home Loan for Self-Employed 12.90to 15
2 Home Loan for Salaried 11.9 % to 14%
3 Home Loan for NRI - Self Employed 14.50 to 15%
4 Home Loan for NRI — Salaried 13.50 to 14%
5 Loan against property 13t015%
6 Shop loan 171018 %

Financial Statement

! L 1 J

RESTATED FINANCIAL STATEMENTS

(X in million expect per share data)

Particulars As of and for the six months As of and the year ended March 31,

ended September 30,

2020 2019 2020 2019 2018
Total Income 2431.93 193773 4,196.57 2,709.21 134237
Profit before Tax 703.58 502.85 107283 651.95 24270
Profit After Tax 529.53 36741 19249 452.04 159.96
Equity share capital 156.79 156.60 156.60 126.68 103.23
Other equity 972511 8,736.43 9,179.76 5,104.72 3,148.92
Net Worth 9,881.90 8,893.03 9,336.36 5.3140 325215
Restated Basic earings per share after sub-division (3) 6.76 533 10.77 182 3.10
Restated Diluted earnings per share after sub-division (%) 6.59 521 10.53 165 302
Return on Net Worth (%) 5.5% 5.2% 10.%% 10.7% 5.1%
Net Asset Value per Equity Share (basic) after sub-division 126.06 11358 11924 82.59 63.01
of shares (in %)
Net Asset Value per Equity Share (diluted) after sub-division 122.84 111.29 116.75 80.95 6141
of shares (in %)

Percentages and EPS (Basic/Diluted) for September 2019 and September 2020 are not annualised. They are not comparable
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Statement of Problem

. There are many factors which affects the returns in NBFCs such as repo rate.
If repo rate increases, rate of interest also increases which leads to reduction
in loan purchase because low and middle class people cannot take loans at

high rates.

. Policy can also create problem in loan disbursement because sometimes
company policy doesn’t match the requirement of customers.

° Fluctuations in trade cycle leads to bullish conditions and bearish conditions in
market, therefore there are many problems for getting returns in equities of
company.

Objectives of Study

. To study the systematic risk involved in the company’s equities

° To offer some suggestions to the investors

° To analyze the returns and to find out the reasons for increase and decrease
in returns

° To study various ways to overcome the risks associated with company.

° To analyze growth and development of company

Need for the Study

In the finance field, it is a common knowledge that money or finance is scarce
and that investors try to maximize their returns. But when the return is higher, the risk
is also higher. Return and risk go together and they have a tradeoff. The art of
investment is to see that return is maximized with minimum risk. In the above
discussion we concentrated on the word “investment” and to invest we need analyze
securities. Combination of securities with different risk-return characteristics will
constitute the portfolio of the investor.

Return Analysis

Month Opening Closing Value | Average Returns | (P1-P0)/P0*10

value(P0) (P1) (P1-P0O)

Feb-21 618 537.65 -80.35 -13.00
March-21 538.1 448.4 -89.7 -16.67
April-21 448.1 497.7 49.6 11.07
May-21 504 568.85 64.85 12.87
June-21 573.4 541.25 -32.15 -5.61
July-21 543.1 600.15 57.05 10.50
Aug-21 602 570.65 -31.35 -5.21
Sept-21 579.75 590.1 10.35 1.79

Oct-21 588.95 705.25 116.3 19.75
Nov-21 699.85 809.4 109.55 15.65
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Dec-21 800.95 774.2 -26.75 -3.34
Jan-22 780 751.8 -28.2 -3.62
Feb-22 755.35 680.1 -75.25 -9.96
March-22 680.05 769.45 89.4 13.15
April-22 769.45 702.4 -67.05 -8.71
May-22 692.9 778 85.1 12.28
Total Return 30.94
Average Return 1.93
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Interpretation

° The average returns of HFFC are 1.93 where in the maximum Returns are in
October 2021 i.e. 116.3.There was a peak in October 2021 because in
September returns was only

. 10.35 which increased to 116.3.In November 2021, Returns decreased to

109.55 from 116.3.
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In March 2021 average returns was the lowest i.e. -89.7 and in February 2021
it was second lowest with -80.35 average returns.

In February 2021, March 2021, June 2021, August 2021, Dec.2021, Jan.2022,
Feb.2022, April 2022 Returns were less than the Average Returns.

In April 2021, May 2021, July 2021, Oct.2021, Nov. 2021, March 2022, May
2022 Returns were more than Average Return.

Risk Analysis
Return(RO) Average Deviation (R1- | Square Deviation (R1-
Return(R1) RO) RO)D"2
-13.00 1.93 14.93 222.95
-16.67 1.93 18.60 345.95
11.07 1.93 -9.14 83.52
12.87 1.93 -10.94 119.62
-5.61 1.93 7.54 56.80
10.5 1.93 -8.57 73.52
-5.21 1.93 7.14 50.95
1.79 1.93 0.14 0.02
19.75 1.93 -17.82 317.45
15.65 1.93 -13.72 188.33
-3.34 1.93 5.27 27.77
-3.62 1.93 5.55 30.75
-9.96 1.93 11.89 141.43
13.15 1.93 -11.22 125.80
-8.71 1.93 10.64 113.30
12.28 1.93 -10.35 107.16
30.94 1.93 2005.32
Variance (1/n-1 (Ed2) 124.3322755
Risk=Standard Deviation 11.15043835

Interpretation

From the above table it can be interpreted that risk (standard deviation) was
more in starting phase and there were many ups and downs in between but
from Feb 2022, risk started decreasing and till May 2022 it decreased to
107.16

Therefore risk is more than return initially but in long term risk started reducing.

In May 2021 Risk increased to 119.62 from 83.52, therefore Returns also
increased to 12.87 from 11.07 in same months respectively. Ultimately risk
and returns have direct relation sometimes.

At one point i.e. in Sept.2021 returns were more than risk.



26 Changing Trends in Accounting and Finance

° In October 2021 risk was at its highest level therefore in that month returns
were also highest compared to other months.

° In long term risk starts reducing and returns starts increasing gradually.
Result & Findings

In return analysis, the total return is 30.94 and its average return is 1.93. In risk
analysis variance is 124.33 and its standard deviation (risk) is 11.15.therefore we can
say that the return is more than the double amount of risk. it is advisable to invest in
HFFC equities. Investors should hold equities which give high Returns with less risk.
Investors should not rely completely on technical analysis. Investors should give
importance to fundamental analysis of equities. Industrial policy also has a major role
in facilitating the growth of the economy. Holding two or more securities reduce the
unsystematic risk.

Conclusion

In the recent past the market has reached great heights as a result of
expansion of business and much more of globalization, the increased percentage of
Foreign Direct Investment which has a direct affect on the demand and supply of the
shares of a particular company. In this way the index of the stock market has reached
to the maximum. With the boom in the market there are many investors who are
willing to take more risk and so to cover the risk. Financial sector is booming and the
need for Risk-Return Analysis is growing. Also because of the very tricky stock market
behaviors it has become mandatory to manage portfolio so as to reduce the risk while
maximizing the returns. Taking into consideration the investor's risk- return
requirements portfolio should be constructed and reviewed regularly.
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Introduction

The stock market is always contemporary in nature. There are lot many
variables which affect the prices of the stock of a company. In literature authors used
technical indicators [12] for short term analysis, but for long term analysis fundamental
analysis is used. There are numerous micro variables which affect the stock price, and
these are related to company financial ratios. In previous literature, many studies were
conducted on several variables in which prominent ones were ‘DPS, EPS, PE,
Profitability and Operating ratio’ [9],[17].

The research work considered Enterprise Value/Net Sales with other variables,
and the association is analyzed with stock prices and the significance level is
examined. In the present research paper, financial variables like “EPS, DPS” [1]and
Enterprise Value/Net sales (EV/INS) relationship is examined on stock prices. The
study considered data from 2016-2020 and applied on the data of the Nifty-Fifty Index.
The Panel data regression is used [21]. Three models ‘OLS, FE_ LSDV, RE are
applied to found the association between EPS, DPS & EV/NS on stock prices [24] .
The study is being undertaken to know the relationship of these variables with the
stock prices. Firstly, stationarity is checked and if variables are integrated at order 1
then cointegration checked which is being undertaken to know the sensitivity of
variables.

* Student, (B.Com) Pass, Department of Commerce, Manipal University Jaipur, Jaipur, Rajasthan,
India.
Assistant Professor, Department of Business Administration, Manipal University Jaipur,
Rajasthan, India.
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In the present study, EV/INS and MPS become stationery after first differencing
and all other are stationary at level. Cointegration test is applied on EV/INS and MPS,
which signifies that these two are cointegrated. Further, VECM and W Test have been
employed to find the long and short relationship [16]. Through this analysis, the
researcher came across with a variable EV/Net Sales which is having a causality effect
on MPS.

The paper is divided amongst sections, section 1 covers Introduction &
Background of the Study, Section 2 revolves around Review of Literature, Section 3
explains the methodology and results , and Section 6 concludes this work.

Review of Literature

Many Researchers examined various quantitative and qualitative factors on
stock prices. [15] Authors analyzed that beta, size, book to value ratio, PE and DY had
a substantial effect on stock returns, whereas dividend payout ratio and leverage had
no effect. For the analysis purpose, the panel data regression had employed, and the
study showed this effect on Malaysian companies having data from 1993-2000. [13]
Researchers found that due to some happening and economic circumstances, many a
times company’s fundamental do not match with stock position in the market. A study
conducted in Korean market that concluded that EPS is not cointegrated with stock
price and having weak mean reversion with Price-earnings. But in another market the
study conducted in both phases and results were matched with theoretical background
like, [14] authors said that book to market value and the number of trades does have a
considerable effect on stock returns. “FL Ratio, DY, MTB, Beta” analyzed [7] and
shown the effect on stock prices. [23] They analyzed increase in earnings have a
considerable effect on stock returns. [22] Some also signifies that stock market
fundamentals are also showing relationship between oil price and stock price through
panel data regression [10]. The study considered ROA, ROE and FL and judging their
effect on stock price by applying panel data regression[18]. In this study also due to
some economic changes in the Indonesian market, ROA is having a negative and
insignificant effect whereas [20]EPS is having positive and significant effect and PE
ratio having an insignificant but positive effect. Researchers also assessed the effect of
firm and market level variables on stock return through panel data regression.

The study discovered that stock prices responded to the changes in these
variables. [11],[8]A fact which was revealed in one of the studies is that crash 2008
signifies stock prices were already overvalued from 2005 to 2007 and prices reach to
their actual position [2]. Some figures out the partial influence of ‘CR, ROE, NPM, DER
and EPS to stock returns.” and effect of these varies from country to country. Due to
this, some of the studies were conducted to know the effect of Economic Variables
which intervenes with the stock market. These variables are like GDP, M1, Production
in an Economy [19],[3]. In the present study, effect of EPS, DPS and EV/NS on stock
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price are analyzed. The study filling the gap in the literature by adding one more
variable in the study and showing EV/NS effect on Current market price. Enterprise
value is calculated by summing up corporate market capitalization, outstanding debt
and subtracting cash and cash equivalents.

Research Methodology
Objective & Hypotheses

The study conducted to know the relationship between variables in short run
and long run and to find out the causation between Regressor and Regress and.

Hypotheses
Hal: DPS exhibit considerable effect on CMP.
Ha2: EPS exhibit considerable effect on CMP.
Ha3: EV/NS exhibit considerable effect on CMP.
Data & Variables

The study has observed the annual data from 2016-2021 of Nifty-50 related to
company’s fundamental variables. Two companies have been dropped at the time of
data cleaning due to non-continuous data. The data in the study are cross-sectional as
well as of time series pattern, which signifies the inclination for panel data regression.
E-views has been used for data analysis. In the study, Current Market Price (CMP) is
defined as Regress and EPS, DPS and EV/NS as Regressors. In the series of data

analysis, firstly multicollinearity is checked for which output is shown in Table I. It has
been observed the correlation between independent is very low.

Table 1: Correlation between Independent Variables

Variables EPS DPS EV/NET SALES
EPS 1
DPS 0.502 1
EV/ Net Sales -0.321 -0.316 1

Panel Data Analysis
Firstly, the data stationarity is to be checked through following equation:
g, = keft— 13+ 1, (1)
If the variables are integrated at order 1 then cointegration test is to be applied

to know the sensitivity of the variables. To know the causality, cointegration equation is
as follow: [6]

LDV, = B, + B,LIDV, +&; 2
Whereas:
L denotes Logarithm.

f3, represent the elasticity of Regressors with Regressand.
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VECM used to find out the long run relationship, but the test applied when the
variables are Cointegrated. The equation [4]is as follow:

AVie = My + Ay + Ej:zl Afi}'ﬁ}rir—j + E§=1 ‘;I'Ez'jﬁxir—_:f + E§=1';I'4z'j Az ;+ &
3)
To explain the effect of Regressors on stock prices, panel data regression is
applied. The basic regression equation is [5]:
Y, = By + BiXie + & (4)
Whereas:

Y., = Regressand

wheret = 1....t(timeperiod)ofeachi = 1 ....NCrosssectionalobersvation
X;. = Regressors

B, = constant

g;, = ErrorTerm

In the research paper, this equation is utilized as:

CMP, = 5, + B,EPS;, + 5,DPS, .+ B;EV/NS, + &,

®)
Analysis & Interpretation

The study verifies the stationarity of the data set. Results are showing that
DPS, EPS are stationary at level but Enterprise value/Net Sales and MPS is stationary
and integrated at 1 as shown in Table II.

Table 2: Results showing the value of ADF- Test

t-Value p*
D (Current Market Price) -6.153665 0.0000*
D (Enterprise Value/Net sales) -7.761264 0.0000*
Earnings Per Share -5.188507 0.0000*
Dividend Per Share -8.827415 0.0000*

Source: Authors Calculation
* p-value at 5% level

To know the degree of sensitivity, cointegration test is performed. To know
whether one variable is useful to forecast another, Engle-Granger Test is performed for
which result is depicted in Table 3.

Ho: Variables are not cointegrated.

Null hypothesis is rejected in six of the statistics value (Table-3) out of 11,
which signifies that cointegration exist among MPS & EV/Net Sales [6].

To find the association between MPS and EV/Net Sales, VECM has been
employed. In the present study, when MPS is taken as Response Variable/Outcome
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Variable and EV/Net Sales as independent variable as such no association is found,
but interchangeably there is a negative and significant effect observed, that means two
variables are associated in long run as shown in Table Ill. In results, C(1) is having
negative and significant effect value -0.224778* which means EV/NS and CMP are
having Long Run Equilibrium[26]. To know short run relationship between EV/NS and
CMP W Test has been conducted whose null is rejected with P- Value of .0014.

Causality Effect

Panel data Regression has been performed to know the causality effect of
EPS, DPS and EV/NS on MPS. Three Models have been used for analysis viz., POLS,
FE_LSDV, RE Table IV shows the coefficient and Probability Value and Table V shows
the Statistics value. During the comparison of POLS and FE_LSDV, R-Square and
Durbin Watson values are low at the time of POLS whereas in FE_LSDV these values
improved. To select the model, Akaike and Schwarz is also to be checked. In fixed
effect, LSDV Model, these values are low in comparison to POLS. Hence FE_LSDV
model is better.

Table 3: Results showing the value of Engle-Granger Cointegration Test

p* Remarks P Remarks p* Remarks
(Weighted
Value)

V- 0.1124 Cointegration | 0.3143 Cointegration | roup rho- | 0.9999 | Cointegration
Value not exist not exist Value not exist

rho- 0.9094 Cointegration | 0.6422 Cointegration | Group 0.0000 | Cointegration
Value not exist not exist PP-Value exist

PP- 0.0008 Cointegration | 0.0000 Cointegration | Group 0.0000 | Cointegration
Value exist exist ADF- exist

Value

ADF- | 0.0009 Cointegration | 0.0000 Cointegration
Value exist exist

Sources: Authors Calculation

Table 4: Showing the Coefficient and P-Value of three Models

Variables POLS FE LSDV RE
Value P* Value p* Value p*
Constant 326.534 0.1088 | 1182.076 .0000 1010.2 0.0067
EPS 6.049377 .0044 1.23799 0.5703 | 3.401819 | 0.0743
DPS 49.952 .0000 33.80327 .0000 34.3555 .0000
EV/Net Sales 19.36751 .0000 0.106421 | 0.9718 | 2.093889 | 0.4682

Source: Author’s Calculation

To decide which model is to be chosen, Hausman test is applied in Table VI.
The null hypothesis is as follows:

Ho: Random effect is considered.

In Hausman Test analysis, Null hypothesis is rejected at the 5% level of
significance and Fixed effect model is considered.
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Table 5: Showing the Statistics of three Models

POLS FE LSDV RE
R-Square 0.451182 0.949518 0.383798
Adjusted R-Square 0.444205 0.936163 0.375965
Durbin-Watson 0.183236 1.058459 0.830001
Akaike Info Criterion 18.53841 16.54392
Schwarz Info Criterion 18.59643 17.28356

Source: Author’s Calculation

Table 6: Value of Hausman Test

Statistics Hausman Test
Chi-Sq. Statistic 12.50979

Probability 0.0058
Source: Author’s Calculation

As per Table VI of Hausman Test, the fixed effect model reveals that constant
and DPS are showing a considerable effect at 5% level of significance. Further, EPS
and EV/Net Sales are not having a considerable impact on MPS. With the help of
Table VI, following equation can be developed:

M =1182.076+1.23799E+33.80327D+0.106421EV+¢t

Using Fixed Effect LSDV Model, EPS and EV/Net Sales does not have a
considerable effect on CMP. As the study indicates EPS effect on CMP is not
significant which is against theory [2], [27]. Another variable DPS is showing positive &
a considerable effect on stock price. Normally, DPS is having negative relation with the
stock prices [25].

Conclusion

In the present research paper, the association is examined between EV/INS,
EPS, DPS on CMP for the period of 2016-2021 by applying panel data regression.
Before proceeding with the analysis, correlation among the variables is checked and it
has been found that variables are having low correlation. Hence the problem of
multicollinearity does not exist.

Further stationarity of each variable is checked. In which two variables are
stationery at level while EV/NS and CMP are integrated at order 1. The precondition for
checking the cointegration is that the regressors must be integrated at order 1 and it is
found that these two regressors are cointegrated. EV/NS and CMP are cointegrated,
then a VECMis applied to check the long run relationship between regressors that is
also found considerable and having negative relations. WTest is applied to check the
short run relationship which is also observed considerable.

To estimate the results of variables, three models have been used POLS,
FE_LSDV&RE. While comparing POLS and FE_LSDV it has been found that R-
Square (Coefficient of determination) POLS and Akaike and Schwarz are quite low.
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Further, Hausman Test has been used to choose in between FE_LSDVand RE. As per
the result of Hausman Test, the null hypothesis is rejected and FE_LSDV model has
been selected.

The results of FE_LSDV are not same as theory normally says, in the study
EPS and EV/NS is not having a considerable effect on stock prices and DPS is having
considerable effect on Stock prices. Rather, theory says [13] EPS is having a positive
and considerable effect and DPS having a negative and considerable effect on stock
prices. Lastly, to the best of authors knowledge, EV/NS is a variable which is novel for
this type of analysis in which paper found the short run and long run relationship with
stock prices. This study will be helpful in the future to explore more variables for finding
the relationship between stock prices and the study can be conducted with a different
data set.
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Appendix

List of Abbreviations:

Earnings Per Share EPS
Dividend Per Share DPS
Enterprise Value per Net Sales EVINS
Pooled Ordinary Least Square POLS
Fixed Effect Least Square Model FE_LSDV
Random Effect RE
Current Market Price CMP
Financial Leverage Ratio FL Ratio
Return on Asset ROA
Current Ratio CR
Gross Domestic Product GDP
Money Supply M1
Market to Book Value Ratio MTB
Vector error Correction Model VECM
Wald Test WTest
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Governance of Post Secondary Education:
Accountability and Accessibility

Dr. Prerna Jain*

Introduction

The arrival of European missionaries started a new phase in the education of the
country and developed it in a commendable. The main purpose of these missionaries
was to spread Christianity through European education; Education was an end in the
own way, but there was a means of spread of Christianity. To establish this design, he
established primary schools, studied Indian languages and promoted his religion by
translating into the native languages of the Bible. The propagation of the religion
became an integral part of the primary duties of the East India Company. Accordingly,
spread in education in the initial round of his rule in India to fulfill his religious
purposes. However, later, the company left this policy characterized by religious
neutrality. At length in the year 1813, British Parliament had made an Indian factor an
important aspect of government duties in which the responsibilities of the servant
were clearly determined. Many efforts have been made to develop India’s modern
education, education system. In this regard, it can be mentioned that various
commissions and committees were formed to provide valuable suggestions and
recommendations for the development of various stages of education in India. So far
many research studies have been done, but unfortunately, there has been a study for
the success and failure and the success of the recommendations and its applicability
in education, due to which the current researcher has raised the following issue.
Number of recommendations made by various commissions and committees on
education? Where did those recommendations consider? What are socio-economic
and political conditions for such recommendation? India is still facing challenges for
the development of his education?

* Assistant Professor, Department of Accountancy and Business Statistics, SPC Government
College, Ajmer, Rajasthan, India.
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Good Governance in Education: Measuring Performance

It is important to measure the benchmark for efficiency, compare the
performance between time and providers and evaluate the performance of the public
education investment. Real accountability depends on having enough information
about the performance in education provision to enable policy makers and program
administrators to improve well-defined standards and service distribution. The
proposed performance indicators in this letter are normal enough to suit various
settings and can work as a basis for cross-country and comparison within the country,
and present a menu of options. These indicators provide an early point, which shows
the current data related to the education sector, which can be adopted to measure
performance in education systems in developing and infected countries. Only
indicator for which some of the few data are available, are shown in the text but the
other performance indicators but for which there are very limited data. Each indicator
is defined here and its main features are discussed in brief, indicators have been
expanded in each relevant section under sub-groups: budget and resource
management, human resources, domestic payments and institutes.

° Budget and Resource Management: How wealth is flowing through working
government bureaucracy, provides the insights in the effectiveness of the
government's financial management functions. While field-specific measures
are better, how well the overall system works, provides a benchmark for the
education sector because the financial management is less efficient in
education ministries compared to the financial ministries or average (though
the exception).

° Public Expenditure and Financial Accountability (PEFA) indicator is the
expert rating of budget performance, which is designed to track the reliability
of the budget of the budget of the major institutions involved in the budget
cycle, transparency and performance. They effectively provide overall
evaluation that the budget process is working well. Although these indicators
are presently present for overall public financial management, the process of
developing regular specific indicators, including continues.

o Budget Leakages: The basic between the amount of funds received by the
authorized budget and the desired recipients for education is the difference
between the amount. At the education system, there may be leakage at many
levels: flow from one level to another level, inflows and outflow within a special
level, And at the many levels, the leak is sometimes reported for
comprehensive expenditure categories, for example, total public education
expenditure, other time specific expenses such as paying school teachers in
any particular local district. A general component of gross budget leakage is a
wages irregularities related to fake staff, which are listed on payroll, but who
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do not work for the ministry of the education or the government's lower levels
(or never "). Ghost Workers are usually measured as a difference between the
number of teachers listed in the number of teachers and employment records
on the payroll. The results of payroll irregularities may also be in those
employees that are not paid because the employment records fail to include
them.

Governance, Leadership and Quality Education in India

India has a well-institutional competitive political system, which is
characterized by the stable valid institutions with the processes and the open
competition for power by the programmatic parties. It also provided a well-defined
framework and strong procedures to strengthen the education system, but also the
facility of analysis of the content and reference of reforms to promote change and
maintain the main areas of the challenge. Extra emphasis on teacher training
continues, while neglecting other major players in the system has influenced the
effectiveness of leadership on block, district and state levels. Leaders on these levels
have lack of skills and knowledge to implement programs, monitor schools and
supervision and to provide the entire block and district education system effectively.
They are also cut from the school level realities. As a result of all these, there has
been a lot of hardness in improving programs, which adversely affects the quality of
the school. Provincial, regional and district education bowled cities and unit ministers
with the blurred lines of authority and responsibility. The main responsibility of the
intermediate levels of the Union Ministry is to give information to the policy and
program of schools, to reach the accounts from other schools and other information to
ensure the ministry and ensure that the government of the government is following
the policies. The intermediate level has the absence of the right to work on making
and deciding on information available (ibid.). Apart from this, inspected by the
suspicious qualification persons, and generals are selected through public
examinations without less or any business training in education or administration,
Block Education Officer continue OId Independence due to lack of professional
knowledge. Or training thus, the field of educational administration, planning and
management has not been developed adequately in India (ibid.). Education
Department and their officials have separated the school from the center of power
and rights. National University of Educational Planning and Administration discussed
the obstacles of the school heads. These include centralized systems of appointment
of teachers without incorporate the school head, which have severely influenced the
deployment of qualified teachers in schools; Provide the lack of recognized school
principals, the major academic roles of the school principles such as monitoring and
management of teacher development, academic supervision, black, district and state-
level structures, and the decision of recognition and improvement related to
performance as a school Prime. In many states, the political nature of the teacher
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associations has also influenced educational administration and management at all
levels of the school education system. These challenges showcase bad governance
in education, especially in the context of establishing reasonable relations between
the burden and led by the levels of different levels to achieve the quality of higher
education. In the primary and secondary level of India, the level of students is
continuously declining. While trying to overcome hard issues of coverage of 1.5
million schools, India is working to aspiring goals like developing the 21st century
skills, to get the minimum standard for all children through its new scheme Samagra
Shiksha Abhiyan. USAID (2003) supports education for all, the child curb on labor
practices, addresses the issues of educational equality, provides basic education,
provides the opportunity to civil partnership in the design and monitoring of school
services and civil society. Both the partnerships to strengthen the basic education to
strengthen the basic education to promote the basic education, some statements are
able to reconcile institutional development and administrative reforms and systems
and procedures to achieve high quality. Well what works and how to contribute to
good quality and highlights in school education, its deep understanding. It is also
important to know that what work good for education in small states with limited
resources. These states are often ignored in comparison to the large and medium
states in India with the aim of study and policy effects.

Good Governance in School Education

The above analysis was further examined further by three indicators so that the
boundaries of goodness practice in Sikkim can be understood. They refer to adequate
public responsibility, public policy, adopt technology and follow the rule of law.

o Public Accountability: Achievements, largeness in the public folk
administration, specialties and estimates are characterized by almost
universal provisions of infrastructure like electricity, education, health and
food. As a result of encouraging direct political engagement and their
participation with people, this level has high level political stability, high level
peace and performance excellence. It is clear from the award and recognition
received by the state for innovations in public services. All of them have
contributed to the high human development index and quality of life as well as
making suited to the suited to the goods in the education system. In the
Human Development report, it has also been said that the methodology
adopted was an interactive approach in which stakeholders participated in the
input of the input of their human investigation. An online forum was also
created and suggestions and comments for this were also received online.

. Openness to Public Policy and Adoption of Technology: In the field of
school education, coordination and mutual cooperation between the state,
district and school level administration for the improvement of quality through
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direct conversation with ICT. Whatsapp is featured by Whatsapp is a simple
and easy management application through which the school leads to the best
practices, spread the information and communicate with all the levels from
schools and schools to school from the ACS to school teachers and leaders.
ACS responded immediately, wherever the reason was convinced, to assure
and confuse the teachers' confidence. Important circular and notifications on
Whatsapp were also being posted regularly. Dagers were resolved and new
updates were given for schools. Its effectively run effectively in leadership
practices in transduction procedures. Therefore, while maintaining the main
administrative aspects of the district level leadership is taken to reach each
school with regular reaction mechanism, each teacher needs to participate in
HRDD. There is also reaching for ACS and Special Secretary. These
processes also indicated the continuation of the direction and responsibility of
the focus by leadership at all levels. The result has been in the openness,
especially education and goodness for responsible leadership and public
policy. In other words, in the public administration, goods have provided the
necessary stability to create culture of innovation, excellence and
responsibility in the education system.

. Adherence to Rule of Law: Since the school is the primary unit to execute
the aspirations of the state, it should be supported by the leadership of the
state and the district level. The data shows that Sikkim leaders examined their
own experiences, identified the needs of the identities of the identities and to
provide high quality education, proven changes through good practices and
innovations. District-wide and state-wide initiatives, ‘Star of the Week’, is also
the effect of learning from some schools through teacher-parent, children
friendly classes etc. for children under the age of 10. But all this Excellence
occurs when there is interaction between different players. Any conversation
between different players succeeds, where the professionals have the scope
of experiment for independent thinking and innovations along with fairness.

The social requirement of goodness is being felt in higher education. The
concept of rule on North Secondary education primarily refers to the internal structure,
organization and management of autonomous institutions. The duty of the
government is to build policies by the members of the governing body of an
organization and to monitor the proper implementation of their proper implementation.
It includes the necessary mechanisms to balance their primary duty to increase the
primary duty of the members of the members (with affiliate accountability) and the
increase of their organization. Good governance is an obscure word that is used to
describe various regulatory accounts in international development literature, how
public institutions should conduct public matters and should manage public resources.
These authentic accounts are often appropriate to be successful on successful
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economic development. Not surprisingly, different organizations have defined the rule
and good governance to promote different ideals. Good governance provides
partnership and builds capacity. The following features of the goods are: Partnership,
accountability, transparency, accountability, effective and efficient management. This
is the key to human development through partnership and capacity building. The
understanding of issues for public participation requires the understanding of issues.
Only if a person can be aware of the issues, ambient and environment only if it is
educated. The relationship between education and goodness is intensely that they
are considered supplement.

Conclusion

Education is the essential to human growth and the base of the nation.
According to the target of universal primary education, the government has a
responsibility that it will provide free and mandatory primary education to all children.
Educating children helps reduce poverty and promote gender equality. The same
access to education is necessary for all other development goals. Education will
empower the society and proper use of resources for the purpose of education can
pave the way of a self-reliant society. Education based on learning process and
environmental level is classified as primary, secondary, intermediate and secondary
education. Apart from this, education has also been classified in general, technical,
professional, professional etc. Apart from this, such as learning is deep, education is
organized in art, humanities, social science, natural science and pure science.
However, education becomes special knowledge because it spreads to the name of
secondary education. The management of education becomes the professional rule
because it spreads vertical and horizontally in size. Starting from notifications, entry
examination, consulting, entry, instructions, examination, co-curriculum and entry
activities are included in the administrative activities, and many administrative
activities organizations. New technological interventions are changing the character of
educational administration. Many new initiatives in the administration of secondary
education are considered to keep the foundation of goods practices in education.
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The Effect of Working Capital Management on the
Profitability of Steel Industry: A Comparative Analysis

Mr. Harshit Sinha*
Dr. Ankit Gupta™

Introduction

The growth of the Indian economy is significantly influenced by the steel sector.
The main contribution draws attention to the fact that steel is well-established in
conventional industries including infrastructure and building, automobiles,
transportation, industrial uses, etc. Even though India's steel sector is expanding faster
than many other emerging nations, the impact of the global economic recession can be
seen in the growth's muted pace. The automobile and construction industries are
anticipated to temporarily reduce domestic demand due to increasing inflation and
borrowing rates. Through both Greenfield and Brownfield initiatives, Indian steel
industries are increasing their capacity. Small businesses are growing specialised
industries like the production of sponge iron. According to the World Steel Association
in April 2017, India has risen to become the fourth-largest steel-producing country in
the world. In 2015, India overtook China as the third-largest producer of steel, and it is
now on course to surpass China as the second-largest producer. Given India's low per
capita steel consumption of 61 kg compared to the global average of 208 kg, there is
tremendous room for expansion. In this study, the researcher has concentrated on the
working capital management of privately held Tata Steel Limited and publicly traded
SAIL, both of which are steel producers.

. Steel Authority of India Limited

The sixth-largest business in India is SAIL. The largest steel-producing
business in India is called Steel Authority of India Limited (SAIL). It is a fully integrated
iron and steel producer that creates both basic and special steels for use in domestic
building, engineering, power, railway, automotive, and defence sectors as well as for
export. According to turnover, SAIL is among the top 10 public sector firms in India.

* Assistant Professor, Department of Management, ITM, Gwalior, M.P., India.
Associate Professor, Department of Management, ITM, Gwalior, M.P., India.
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SAIL produces and markets a variety of steel goods. About 86% of SAIL's stock is
owned by the Indian government, which also maintains voting power over the
business. Five integrated plants and three specific steel plants operated by SAIL,
mostly in India's eastern and central regions, produce iron and steel. These facilities
are near to domestic raw material sources, including the company's iron ore,
limestone, and dolomite mines. The corporation holds the distinction of being both
India's second-biggest mining network and the country's largest producer of iron ore.
As a result, SAIL has a competitive advantage when it comes to the captive availability
of the steel-making inputs iron ore, limestone, and dolomite.

. Tata Steel Ltd.

With a gross sale of 243,959.17 in 2022 and a sales turnover of Rs 37814.69
crore in 2016, Tata Steel would be the ninth-largest corporation in India. Tata Steel,
which was founded in 1907, is the sixth-largest steel firm in the world with a current
annual capacity of 28 million tonnes of crude steel. It operates in 24 countries and has
a presence commercially in more than 50. On August 26, 2007, Jamsedji Nusserwanji
Tata's company, Tata Steel, celebrated its 100th anniversary. With an initial production
capacity of 100,000 tonnes, the first private steel factory has grown into a major
worldwide player. In addition, the business has planned steel manufacturing facilities in
Bangladesh and Vietnam as well as three greenfield steel projects in the states of
Jharkhand, Orissa, and Chhattisgarh. Tata Steel has established a production and
distribution network throughout Europe, South East Asia, and the Pacific Rim nations
through investments in Corus, Millennium Steel (now known as Tata Steel Thailand),
and NatSteel Asia, Singapore. The goal of Tata Steel is to set the bar for corporate
responsibility and value creation in the whole steel sector. One of the few steel
producers in the world, Tata Steel has a positive Economic Value Added (EVA). In its
annual listing released in February 2006, World Steel Dynamics named it the "World's
Best Steel Maker" for the third time. The Prime Minister of India's Trophy for the "Best
Integrated Steel Plant” has been given to Tata Steel five times.

Review of the Literature

Many researchers have studied working capital from different views and in
different environments. The following studies an useful for our research:

Sharma, M. G. (2016) evaluated Bharti Airtel's working capital performance
from 2007—-2008 to 2014—-2015. Ratio analysis has been used in an effort to gauge the
working capital performance. A considerable increase in liquidity performance was also
seen over the study period, according to the Motaals test. Finally, there is a strong
inverse link between profitability and liquidity, indicating that Bharti Airtel maintained
surplus liquidity (i.e., liquidity above the optimum level) over the research period.

Sasikala, R. and Balakrishnan, K.P. (2015) explained in their analysis, which
was founded on secondary information gathered from company reports and the
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organization's profile. Any research's strength is reliant on its effective data collecting
and analysis techniques. Financial analysis is an effective tool for identifying the
strengths and weaknesses of a company's operations and financial status. Major
absorption ratio analysis from the five-year balance sheet and profit and loss account
has been scared by the current study. The study's goals are to determine the
company's financial state and to offer suggestions for methods to make the situation
better. Analyze the business' overall performance. to research the industries'
profitability, liquidity, and solvency condition. The researcher makes recommendations
to the industries for improved improvement in their weakest areas based on the data.

Babu N. Suresh and Chalam, G.V. (2014) suggested that managers should
spend more time managing their company's cash conversion cycle and developing
strategies for effective working capital management in order to increase value for their
shareholders by reducing the number of days that accounts receivable are
outstanding, lengthening the account payment period, and keeping inventories to a
reasonable maximum.

Madhavi, K. (2014) studied “Working Capital Management of Paper Mills”
during the period from 2002-2003 to 2010-2011 with the help of accounting tools and
statistical techniques. From the study, it analyzes that the management of Andhra
Pradesh Paper Mills Ltd (APPML) must initiate necessary steps to utilize its idle cash
and bank balances in attractive investments or to pay back in short term liabilities.
(current ratio).The low quick ratio may also have liquidity position, if it has fast moving
inventories and is more satisfactory in Seshasayee Paper Boards Ltd (SSPBL) with
APPML. Cash ratio is not satisfactory in APPML as compared to SSPBL and it needs
the attention of the management to induce effective utilization of cash and bank
balances.

Makoril Daniel Mogaka and Jagongo Ambrose (2013) concluded that a
company's management may increase value for its shareholders by minimising the
number of days' worth of accounts receivable. By raising their inventory to a
manageable level, the management may also provide value for their stockholders.
Insofar as they don't put undue burden on their ties with these creditors, businesses
are likewise permitted to take their time paying them back. By carefully reducing the
cash conversion cycle to its bare minimum and using the organization's resources
effectively and efficiently, businesses may establish a sustained competitive edge. The
businesses' profitability is anticipated to rise as a result.

Haresh (2012) explained in his paper, working capital refers to the firms"
investment in short terms assets. The management of working capital is important to
the financial health of business of all sizes. The management of working capital affects
the liquidity and profitability of the corporate firm and consequently its net worth.
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Ray (2012) Using a sample of 311 Indian manufacturing companies over a 14-
year period, from 1996-1997 to 2009-10, he attempted to investigate the relationship
between working capital management elements and the profitability of the sample's
companies. He looked at the effects of various working capital management variables,
including the average collection period, inventory turnover in days, average payment
period, cash conversion cycle, and current ratio. The outcome points to a strong
inverse association between working capital management metrics including the length
of the cash conversion cycle and accounts receivable cycle, as well as the financial
debt ratio and business profitability.

Bagchi, B. and Khamrui, B. (2010) Selected a sample of 10 FMCG (Fast
Moving Consumer Goods) firms in India for this study from the CMIE database, which
spans a decade from 2000-01 to 2009-10. Return on assets has been used to gauge
profitability (ROA). As explanatory factors, debt-equity ratio, age of inventory, age of
creditors, age of debtors, and interest coverage ratio have all been considered. The
study makes use of pooled ordinary least squares regression analysis and Pearson's
correlation. The study's findings support the existence of a substantial inverse link
between working capital management factors and business profitability. As the CCC
rises, the firm's profitability falls, and managers can add value for the shareholders by
bringing the CCC down to a bare minimum. Additionally, there is a weakly negative
correlation between the firm's usage of debt and its profitability.

Research Gap
Objectives of the Study
The objectives of this study are as follows:

. To study the efficiency of working capital in steel majors through financial ratio.

° To make a comparative study of working capital management between SAIL
and Tata Steel Limited recommend ways and means to improve present
condition.

. To give suggestions to improve the working capital management in such a cash

intensive sector.
Hypothesis of the Study

. There is no difference between Current Ratio, Quick Ratio and Cash Ratio of
the selected companies; and

. There is no difference between the mean of Working capital Turnover Ratio
and Fixed Assets Turnover Ratio of Tata Steel Limited and SAIL.

Methodology

The methodology adopted for this study regarding source of data, period of
study, data analysis and research tools & techniques are as follows: Source of the data
is mainly based on the secondary data. These were collected from the annual reports
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of selected companies as well as from various journals, magazines and newspapers.
Period of this study is ten years starting from 2006-07 to 2021-22. Researcher has
used in this research financial and statistical tools and techniques which are mainly
ratios analysis (Current Ratio, Quick Ratio, Cash Ratio, Working Capital Turnover
Ratio & Fixed Assets Turnover Ratio) and Student’s t-test in Statistical tools

Scope of the Study

This is an attempt to have a micro level imperial analysis in the financial
progress and performance of Tata Steel Limited. The findings and suggestions throw
light on the guidelines for future policy formulation and implementation for the effective
functioning of Steel industries in other districts of the state and the country also. Every
effort has been made to conclude relevantly and suggest for the best performance in
the most adoptable way, keeping in view the market and production levels

Limitations of the Study

This study is based on only secondary data; the limitations of the secondary
data would have affected the study. Ratios are computed on the basis of financial
statements of the selected companies. Hence, future performance of these units will
not reflect. The financial statements are subject to window dressing by the corporate. It
will affect the results in the process of analysis. The absolute figures may prove
decorative as ratio analysis is primarily quantitative analysis and not qualitative
analysis. Many people may interpret the results in different ways as ratio is not an end
by itself.

Data Analysis
. Current Ratio

Current ratio may be defined as the relationship between current assets and
current liabilities. This ratio also known as working capital ratio is a measure of general
liquidity and is most widely used to make the analysis of a short-term financial position
or liquidity of a firm. It calculated by dividing the total of current assets by total of the
current liabilities. Current Ratio = Current Assets/Current Liabilities The statistical data
relating to calculation of current ratio was computed through the financial statements
referred in their respective annual reports of Tata Steel Limited for the study period
from 2006-07 to 2014-16 are depicted in the below mentioned table. As a conventional
rule, a current ratio of 2:1 is considered satisfactory. This rule of thumb should not
blindly be followed because low current ratio indicates that the unit may not be having
sufficient funds to pay off liabilities or it may be trading beyond its capacity. Higher
current ratio may not be favourable because of slow moving stocks, stocks may pile up
due to poor sale, debt collection may not be satisfactory, cash and bank balances may
be lying idle because of insufficient investment opportunities. This ratio is below the
accepted standard norm in Tata Steel limited in the entire study period, excepting
2006-07 and 2007-08. In case of SAIL it was up to the standard till 2009-10. Later on, it
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clearly indicates that the company adopted the normal general accepted solvency to
meet their current obligations in time. The management of both the steel companies
must initiate necessary steps to utilize its idle cash and bank balances in attractive
investments or to pay back its short term liabilities.

Table 1: Current Ratio

Years Current Ratio

Tata Steel SAIL
2006-07 2.03 1.81
2007-08 4.64 1.96
2008-09 0.96 1.84
2009-10 1.23 1.90
2010-11 1.38 1.51
2011-12 0.76 1.52
2012-13 0.70 1.23
2013-14 0.61 0.95
2014-15 0.71 0.83
2015-16 0.68 0.58
2016-17 0.75 0.67
2017-18 1.22 0.69
2018-19 0.97 0.78
2019-20 0.95 0.91
2020-21 0.85 0.78
2021-22 1.02 0.85

* Source: Annual Reports of Tata Steel Ltd. and SAIL

Testing Hypothesis

Null Hypothesis: There is no difference between the mean of Current Ratio of
Tata Steel Limited and SAIL.

Table 2: Test Statistic: Student t-test

t-Test: Two-Sample Assuming Equal Variances

Tata Steel SAIL
Mean 1.37 1.413
Variance 1.514066667 0.24209
Observations 10 10
Pooled Variance 0.878078333
Hypothesized Mean Difference 0
df 18
t Stat -0.102609324
P(T<=t) one-talil 0.459703769
t Critical one-talil 1.734063592
P(T<=t) two-tail 0.919407539

t Critical two-tail

2.100922037
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Test statistic has t-distribution with 10+10-2=18 degree of freedom. Critical
value for this two- tailed test at 5% level of significance is 2.100922037 at 18 degree of
freedom. Computed value of test statistic is -0.1023609324 which is smaller than table
value, hence null hypothesis is accepted.

° Quick Ratio or Liquid Ratio

Quick ratio is also called Acid-test ratio because it is the acid test of a
concern’'s financial soundness. Quick ratio is the relationship between quick assets
and quick liabilities. Quick assets are those assets which are readily converted into
cash. They include cash and bank balances, bills receivable, debtors, short-term
investments. Quick liabilities include creditors, bills payable, outstanding expenses.

Quick ratio = Quick Assets/Quick Liabilities

Quick Assets = Current assets- (Stock +Prepaid expenses) Quick Liabilities =
Current Liabilities —Bank Overdraft.

A quick ratio of 1:1 is considered satisfactory. The quick ratio supplements
current ratio.

Table 3: Quick Ratio

Years Quick Ratio

Tata Steel SAIL
2006-07 1.50 1.22
2007-08 0.13 1.25
2008-09 0.23 1.13
2009-10 0.56 1.26
2010-11 0.59 0.99
2011-12 0.37 0.71
2012-13 0.25 0.47
2013-14 0.23 0.37
2014-15 0.12 0.22
2015-16 0.29 0.13
2016-17 0.63 0.21
2017-18 0.71 0.29
2018-19 0.45 0.31
2019-20 0.45 0.38
2020-21 0.38 0.36
2021-22 0.48 0.24

Source: Annual reports-Tata Steel Ltd. and SAIL

A quick ratio of 1:1 is considered to represent a satisfactory current financial
condition. A quick ratio of 1:1 does not necessarily mean satisfactory liquidity position,
if all debtors cannot be realized and cash is needed immediately to meet current
obligations. A low quick ratio does not necessarily mean a bad liquidity position as
inventories are not an absolutely non-liquid. It is observed from the above data the
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quick ratio is less than the accepted norm from 2007-08 to 2015- 16 in Tata steel,
whereas it is well above the standard in 2006-07 to 2009-10 and exactly equal to the
standard in 2010-11 in case of SAIL. In rest of the years Quick ratio is very poor in both
the companies, so these selected companies shall increase their liquidity position, it
will help to meet day to day expenses.

Testing Hypothesis

Null Hypothesis: There is no difference between the mean of Quick Ratio of
Tata Steel Limited and SAIL

Table 4: Test Statistic: Student t-test

t-Test: Two-Sample Assuming Equal Variances
Tata Steel SAIL
Mean 0.427 0.775
Variance 0.167668 0.201828
Observations 10 10
Pooled Variance 0.184748
Hypothesized Mean Difference 0
df 18
t Stat -1.8104
P(T<=t) one-tall 0.04348
t Critical one-tail 1.734064
P(T<=t) two-tail 0.08696
t Critical two-tail 2.100922

Test statistic has t-distribution with 10+10-2=18 degree of freedom. Critical
value for this two- tailed test at 5% level of significance is 2.100922 at 18 degree of
freedom. Computed value of test statistic is -1.8104 which is smaller than table value,
hence null hypothesis is accepted.

o Working Capital Turnover Ratio

This ratio indicates whether working capital has been effectively utilized in
making sales or not. It can be calculated by:

Net sales/Net Working capital
Table 5: Working Capital Ratio

Years Working Capital Ratio

Tata Steel SAIL
2006-07 2.51 3.76
2007-08 0.68 3.11
2008-09 -53.80 2.79
2009-10 10.89 2.19
2010-11 5.79 3.50
2011-12 -8.32 4.76




42 Changing Trends in Accounting and Finance

2012-13 -7.61 8.73

2013-14 -5.64 -32.22
2014-15 -8.68 -7.65
2015-16 -5.67 -2.46
2016-17 202.94 -2.41
2017-18 10.16 -4.31
2018-19 -81.88 -7.26
2019-20 -50.88 -16.06
2020-21 -14.69 -4.82
2021-22 123.93 -9.88

*Source: Annual reports of Tata Steel Ltd. and SAIL

Working Capital turnover ratio is not satisfactory. Additional funds raised are
invested in fixed asset instead of providing necessary working capital, as it is shown
from the data of both the companies. In case of Tata Steel Limited in 2008-09 and
since 2011-12 onwards, working capital turnover ratio is in negative on the other hand
in case of SAIL WCTR is negative in the last three years of study. The companies may
not be in a position to meet its obligations in time.

Testing Hypothesis

Null Hypothesis: There is no difference between the mean of Working capital
Turnover Ratio of Tata Steel Limited and SAIL

Table 6: Test Statistic: Student t-test

t-Test: Two-Sample Assuming Equal Variances
Tata Steel SAIL
Mean -6.985 -1.349
Variance 314.6502 136.8905
Observations 10 10
Pooled Variance 225.7704
Hypothesized Mean Difference 0
df 18
t Stat -0.83873
P(T<=t) one-tall 0.20631
t Critical one-tail 1.734064
P(T<=t) two-tail 0.412621
t Critical two-tall 2.100922

Test statistic has t-distribution with 10+10-2=18 degree of freedom. Ciritical
value for this two- tailed test at 5% level of significance is 2.100922 at 18 degree of
freedom. Computed value of test statistic is -0.83873 which is smaller than table value,
hence null hypothesis is accepted that there is no difference between the means of the
selected companies.
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Conclusion

Tata Steel Limited's lower fixed assets ratio is acceptable, although it obviously
differentiates from SAIL as the test data demonstrates. With the exception of one or
two years, both firms' remaining ratios are below average and not promising during the
whole research period, from 2006—07 to 2021-22. According to the report, additional
money collected are invested in fixed assets rather than supplying sufficient working
capital, which is why both firms' working capital turnover ratios are unsatisfactory. As a
result, the management may choose to make attractive investments using cash and
bank balances or pay off short-term commitments (current ratio).
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Capital Structure Management: Study of Theories or Models
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Introduction

Capital Structure is one of the important chapter of Financial Management.
Every Business Success depends on the selection of a sound capital Structure which
include Debt, Equity & Preference shares.
Now the Question arise what is the meaning of Capital Structure?

Capital Structure is a combination of debt, Equity and preference share capital.

Or in other words, Capital structure refers to a mix of Debt and Equity which is
used by companies to sustain in long term with profitability. A Company basically use it
to finance it’s overall or regular operations of business related to growth.

Definitions of Capital Structure

According to Gerstenberg, ‘Capital structure of a company refers to the
composition or mark up of its capitalisation and it includes all the long term capital
sources, viz., loans, reserves, shares and bonds’.

According to Weston and Brigham, ‘Capital structure is the permanent
financing of the firm represented by long-term debt, preferred stock and net worth’.

J.J. Hampton defines, ‘Capital structure is the combination of debt and equity
securities that comprise a firm’s financing of its assets’.

As we all know every business wants to choose that capital structure which

provides maximum return on least risk or we can say that two principles should be kept
in mind while selecting a financing mix and those are as follows as under:

Basic Principles to be Considered by a Company while selecting a Financing Mix

Cost principle (Best capital mix is that which minimise cost of capital &
maximise EPS)

* Assistant Professor, School of Management and Commerce, Poornima University, Jaipur,
Rajasthan, India.
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Risk Principle Locating a sound/ optimum capital structure has for a long time
an issue of interest among academicians. The proportion of debt/equity mix used as a
financing mix in every companyé& it has an impact on value of the firm. There are some
assumptions of capital structure Decision & those are:

. There are only two sources of financing mix i.e. Debt & Equity.

. EBIT is not expected to grow & Total assets remain constant.

o Firm has a perpetual life.

° Business risk is constant overtime & Independent from capital structure &
financial risk.

o As the debt proportion increases, it increases the financial leverage& decease

the value of the firm.

So, every business firm has to consider all these assumptions while taking a
capital structure decision. A firm with lot of debt in its capital structure is said to be
highly leveraged firm and a firm with no Debt is called unleveraged firm. The financial
manager has to check the internal Factors (Financial leverage, Risk, Growth &
Stability, Retaining control, cost of capital, cash flows, flexibility, purpose of finance &
asset structure) and External Factors (size, nature of industry, investors , flotation cost,
legal requirements, Period of finance, level of interest rate, level of business activity,
Availability of funds, Taxation policy, level of stock prices) that affects capital structure
decision and after considering all the

Factors he has to choose a sound capital structure which should be compatible
with firms objectives and long term growth perspective.

Major concepts of debt, Equity proportion & factors affecting capital structure
decision:

Equity capital Low risk (no questions Most expensive High dilution of
for repayment capital (Dividend expectations control
except on liquidation) of shareholders are high
& it is not tax deductible)
Preference Slightly higher risk Slightly cheaper than No dilution of
share capital (Redeemable after Equity control (since
certain period of time) voting rights are
prohibited)
Debt (Long term | High Risk (capital Cheapest source No dilution of
Funds) should be repaid as per | (providing tax shield on control
agreement) interest paid)

Now we just learn about the Concept of Sound Capital Structure

“A Sound capital Structure is one at which Company earn maximum return with
minimum cost of Capital. Or it is an optimum mix of debt and equity financing that
maximizes a company’s market value and minimize it's cost of capital.”
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Features of a Sound Capital Structure

Profitability/Return: A sound capital structure of the company should give
maximum return to the shareholders.

Solvency/Risk: Capital Structure of a firm indicates how much the company is
leveraged by comparing what it owes to creditors and investors to what it owns.
An optimum capital structure should involve minimum risk of financial
insolvency of the company.

Flexibility: The company should be able to change the proportion of debt and
equity in the capital structure. As, Flexibility is the ability to make decisions that
the firm thinks are most apt even when others disagree. The level of flexibility
the management can have depends on how the firm is financed. Debt offers
little flexibility relative to equity. However, the flexibility offered by equity
depends on the extent to which shareholders are inclined to agree
with management’s strategic choices whereas the flexibility benefit of equity is
high only when the share price is high.

Capacity: If a firm starts with a specific business risk, then the total risk
associated with stock and debt is not affected by the capital structure. Debt
capacity of the company should not be exceeded, it depends on its ability to
generate cash flows.

Control: The debt value and firm value are negatively correlated when debt
holders have veto power. When a company use too much debt then
shareholders are likely to loose control to debenture holders and in case of too
much equity, company has to bear the burden of dividend payment.

Thus, a company has to maintain an optimum mix of debt & Equity for

minimizing cost of capital.

Capital Structure Theories and their General Assumptions

Only two source of funds that is debt & equity

Fixed total assets and capital employed

All earnings should be distributed to equity shareholders.
Firms operating profits is expected to grow.

The risk of the business assumed to be constant and not affected by financing
mix decision.

No corporate tax
Investors have same subjective profitability distribution of expected earnings.
Thus, these are the main features or factors of sound capital structure.
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Capital Structure Theories

o Net Income Approach: Assumptions of Net Income Approach are as follows

as under:

= No corporate taxes

= Kd (Cost of Debt) & Ke (Cost of Equity) are constant at all levels of debt
Equity Mix.

= Kdis less than Ke

= Ko (Overall Cost of Capital) is falls between Ke & Kd.

Theory says that:

= Debt is a cheaper source of finance than equity, because of tax shield
benefit.

= Use of cheaper debt funds will reduce the overall cost of capital.

» When a company increases debt financing then weighted average cost of
capital I'll decline and degree of financial leverage increases.

= Value of the firm will increase for every decline in weighted cost of capital or

= Value of the firm= Earning before Interest and Taxes (EBIT)/Weighted or
overall cost of capital (Ko)

= As, the debt content reduced by the firm, then weighted average cost of
capital will increase and it will reduce the value of the firm.

= A firm can increase its value and lower the cost of capital by increasing the
debt content in financing mix.

= The value of the firm will be maximum at a point where overall cost of
capital is minimum.

» Thus, the theory suggests maximum or optimum use of debt where cost of
capital is minimum.

Y-8 ,’&
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Application used are:

Determination of Earning before Interest & Tax (EBIT)
Calculate EBT(Net Income)= EBIT- Interest on Debt Funds
Calculate Market value of Equity (E)= EBT(Net Income)/Cost of Debt(Kd)

Calculation of Value of the firm(V)= E(Market value of Equity)+ D(Market
value of Debt)

Compute overall cost of capital (Ko)= EBIT/Value of the firm(V)
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. Traditional Theory of Capital Structure: Apart from general assumptions the

following Assumptions of Traditional Approach are as follows as under:

Kd (Cost of Debt) is always less than Ke (Cost of Equity) or Kd<Ke
Kd & Ke fluctuate with the change in Debt Equity Mix.

Increase in Cost of Equity is more steeper and higher than increase in Cost
of Debit.

Theory says that:

Debt is a cheaper source of finance than equity, because of tax shield
benefit.

Use of cheaper debt funds will reduce the overall cost of capital or weighted
cost of capital.

When a company increases debt financing then weighted average cost of
capital I'll decline and degree of financial leverage increases.



50

Changing Trends in Accounting and Finance

Cost of debt and Cost of Equity start rising, when financial leverage
increases beyond a limit. This is because of high financial leverage.

There is an increment in financial risk due to increase in cost of capital and
increase in overall cost of capital increases due to increase in cost of debt.
Thus, the firm should opt for an optimal Capital structure and try to
maximize its total value of the firm through a judicious use if debt & Equity.
Thus, the theory suggests that the firm should try to achieve an optimal
capital structure by minimising overall or weighted cost of capital for
maximising it’s value.

Diagrammatic Explanation of Traditional Theory to Cost of Capital

Net Operating Income Approach: Apart from general assumptions the
following Assumptions of Traditional Approach are as follows as under:

Kd (Cost of Debt) is always less than Ke (Cost of Equity) or Kd<Ke

Kd remains constant at various levels of debt equity mix.

Ke increases as per the increment in debt content which increases due to
higher financial risk and higher expectations of equity investors.

As, the market capitalises the value of the firm as a whole, without any
importance to debt equity mix. Thus, Overall cost of capital is constant.

Application used are:

Determine EBIT (Earnings before interest & Tax)

Compute EBT (EBIT- Interest on debt)

Compute Market Value of the Firm(V)= EBIT(Net Operating Income)/WACC
or Ko

Compute Market value of Equity: Value of Equity= Value of Firm(V)- Value
of Debt(D)

Compute Cost of Equity(Ke)= EBT/Value of Equity
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Diagrammatic Explanation of Net operating Income Approach

Theory says that:

Debt is a cheaper source of finance than equity.

Increase in Financial risk causes the cost of equity to increase.

The use of low-cost debt is set off by increase in equity capitalisation rate.
The overall cost of capital remains constant for all degrees of debt equity
mix.

The Market capitalises the value of the firm as a whole. Market value of the
firm is ascertained by capitalising the net operating income at overall cost of
capital, which is constant. Thus, the market value is not affected by debt
equity mix.

Thus, there is no optimal capital structure or every capital structure is
optimal one. Weighted average cost of capital is constant at all levels and
every debt equity mix is as good as any other mix.

. Modigliani and Miller Approach (MM Approach): This approach is an
extension of Net Operating Income Approach.

Assumptions are:

Kd (Cost of Debt) is always less than Ke (Cost of Equity) or Kd<Ke
Kd remains constant at various levels of debt equity mix.

Ke increases as per the increment in debt content which increases due
to higher financial risk and higher expectations of equity investors.

As, the market capitalises the value of the firm as a whole, without any
importance to debt equity mix. Thus, Overall cost of capital is constant.

Perfect Capital Market where investors are free to buy or sell securities,
investors are aware about the risk & return on all types of securities and no
transaction cost.

Risk class of firms is homogeneous in nature or belong to same class if
their expected earnings have identical risk characteristics.

Theory says that:

Debt is a cheaper source of finance than equity.
Increase in Financial risk causes the cost of equity to increase.
The use of low-cost debt is set off by increase in equity capitalisation rate.

The overall cost of capital remains constant for all degrees of debt equity
mix.

The Market capitalises the value of the firm as a whole.
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= Market value of the firm is ascertained by capitalising the net operating
income at overall cost of capital, which is constant. Thus, the market value

is not affected by debt equity mix.

= Thus, there is no optimal capital structure or every capital structure is
optimal one. Weighted average cost of capital is constant at all levels and
every debt equity mix is as goods as any other mix.

= Since, weighted cost of capital is constant,

F
Ke
5 /
= s
= A
:: e [
O
g et
J
r. s i

PEBT EPUITY PAIX

Diagrammatic Explanation of Modigliani and Miller Approach
WACC at 0% debt should be same as WACC at any other percentage of debt.
Hence, WACC= Me when the firm is financed completely by equity.

Q. Explain the difference among Net Income, Traditional, Net operating
Income and MM Theory of Capital Structure?

Ans. The difference among Net Income, Traditional, Net operating Income and
MM Theory of Capital Structure are as follows as under:
S. No. | Traditional Theory Net income Net operating MM theory
(Relevance theory income theory (Irrelevance
Approach) (Relevance (Irrelevance Approach)
Approach) Approach)
1 Debt is chapter Debt is cheaper Debt is cheaper | Debt is cheaper
source of finance source of finance. | source of source of finance.
finance
2 Use of debt reduce | Use of debt Increase in There is a perfect
overall cost of reduce overall financial risk capital market.
capital. cost of capital. leads to increase
in cost of Equity.
3 Degree of financial | With every The advantage Firms can be
leverage increases | increase in debt, | of using low cost | classified in
with increase in financial leverage | debt set off by Homogeneous risk
debt & overall cost | increases and increase in cost | class.
of capital declines. overall cost of of Equity.
capital declines.
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4 If financial leverage | Firm prefer to Overall cost of Increase in financial
increases beyond a | reduce overall capital remains risk leads to
limit, then financial | cost of capital to constant at all increase in cost of
risk increases and increase value of | levels of debt Equity.
increase cost of firm. [Equity mix.
debt & Equity leads
to decrease in
value of firm by
increase in overall
cost of capital.

5 Firm prefer to Debt content The market Market capitalize
choose more debt should not capitalize the the value of the firm
content. increase beyond | value of the firm | as a whole, no

a limit because it | as a whole. effect of debt/Equity
increase the There is no mix.

financial optimum capital

leverage. structure.

6 Value of firm Value of firm There is no Debt /Equity
directly related to directly related to | relationship proportion has no
debt Equity debt Equity between value of | effect on value of
proportion. proportion. firm and debt the firm.

Equity
proportion.

From the above table we can say that a financial manager should select that

optimum capital structure which provide maximum return with least risk. The debt
content should not increase beyond a limit because it increase the financial leverage
and due to this overall cost of capital increase and value of firm declines.

Conclusions & Suggestions

As selecting a sound capital structure is a complex phenomenon in today’s

competitive Environment, so A company should consider all the external as well as
internal Factors affecting capital structure decision while selecting a financing mix. The
company should use that capital structure which can be compatible with firms
objectives and can provide maximum return at less risk.
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Long Answer Questions

1.

What do you understand by Capital Structure? Discuss about the Essential
features of Sound Capital Structure in detail.

What do you mean by sound capital structure? Discuss about the Relevance
theory of capital Structure in detail.

Explain the Irrelevance Theory of Capital Structure in detail.

Do a comparative study of Net Income Approach and Net Operating Approach
with diagrammatic explanation?

What is the difference between Traditional Approach and Modigliani and Miller
Approach? Discuss with the help of Diagrammatic explanation.
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