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Introduction

Indian Automobile Industry

The automobile industry has always been a barometer for the economic 
strength of a nation. One of the fastest growing sectors in India is the 
automobile industry. High demand for cars, two wheelers and other 
vehicles has driven the growth of the automobile sector. Thus, in India, 
automotive is one of the largest industries showing impressive growth and 
has been significantly making increasing contribution to overall industrial 
development.
Financial performance is a yardstick to measure financial and operational 
efficiency of the firm and financial analysis is a process of selection, 
relation, comparison and evaluation of financial position of a firm. One of 
the most important widely used powerful tools to examine financial 
position and performance is Ratio Analysis. Financial ratios are an 
excellent and scientific way to analyze firm's financial position. They are 
important and widely used indicators in absolute figures for assessing and 
evaluating financial performance of a firm and the industry as a whole.

A potential automotive industry emerged in India in 1940s. Mahindra & 
Mahindra was established by two partners as a trading company in 1945. In 
1947, Government of India and private sector launched efforts to create an 
automotive manufacturing industry, wherein the growth was slow in 1950s 
and 1960s. Due to total restriction for import of vehicles was set, the 
automotive industry started to grow after 1970, but the growth was mainly 
driven by tractors, commercial vehicles and scooters, while cars were still a 
major luxury. Maruti Udyog Limited saw the entry in the passenger car 
segment in collaboration with Suzuki of Japan during the decade of 1985 to 
1995. Till 1990s, the automotive industry in India was primarily dominated 
by Maruti Suzuki, Tata Motors, Hindustan Motors and Premier Padmini in 
the passenger car segment. Ashok Leyland, Tata Motors and Mahindra & 
Mahindra dominated in the commercial vehicle segment while Bajaj auto 
dominated in the two-wheeler segment. After economic reforms took place 
in 1991 in India, in the mid 1990s, automotive industry started opening up.

Indian Automobile Industry – A Study on Financial Performance 
of Maruti Suzuki India Limited

Abstract
Indian Automobile Industry has 
flourished and is going through a 
rapid change and high growth after 
economic liberalization in 1990s 
like never before. The major 
competitors in the automobile 
market in India include Maruti 
Suzuki India Limited, Tata Motors 
Limited, Hero MotoCorp Limited, 
Mahindra and Mahindra Limited, 
Bajaj Auto Limited, etc. Maruti 
Suzuki India Limited (MSIL), 
commonly referred to as Maruti 
and formerly known as Maruti 
Udyog Limited was the first and 
the most successful in the 
automotive industry beginning in 
the 1980s. Maruti Suzuki India 
Limited is a leading automobile 
manufacturer and the market 
leader in the car segment both in 
terms of volume of vehicles sold 
and revenue earned. Thus, due to 
competitive position of MSIL in 
t he  a u to m ot ive  i ndus t r y,  
researcher found interesting to 
examine the financial health of 
MSIL in the domestic market.

Present study exclusively focuses 
on the financial information which 
will help the stakeholders to know 
t h e  a c t u a l  p os i t i o n  a nd  
p e r f o r m a n c e  o f  I n d i a n  
Automobile Industry as a whole 
and Maruti Suzuki India Limited 
in particular. The research paper is 
an attempt to analyze the financial 
performance of Maruti Suzuki 
India Limited by using financial 
p e r f o r m a n c e  p a r a m e t e r s  
highlighting low and high 
performance of profitability, 
liquidity, solvency and efficiency. 
The study is based on secondary 
data for a time period of ten years 
from 2005-06 to 2014-15 to draw 
the inferences.

Sangita Mishra

Table – 1: Interesting Facts about Indian Automobile Industry
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Source: 

Review of  Literature

Indumathi, C. and Palanivelu, P. (2013),

Ray, Sarbapriya (2012),

Dangwal and Kapoor (2010), 

Ved, Pal and Malik (2007),

Indian Brand Equity Foundation (IBEF).
During the period from April 2000 to February 
2015, the Automobile Industry has attracted FDI of 
US $ 12,232.06 million as per the data announced by 
Department of Industrial Policy and Promotion 
(DIPP). The Government of India (GOI) support, 
encourage and allows 100% FDI in Automobile 
sector. Excise duty on Automobile reduced from 
12% to 8% to boost the 'Make in India'. Also Indian 
government has taken various initiatives to make 
Indian market as a leader in two and four wheeler 
market, worldwide by 2020.

 in their 
study made an attempt to evaluate the profitability 
and financial position of selected textile companies 
from the year 2001 to 2010. The study resulted that 
overall financial performance of selected textile 
companies was not stable. The study suggested to 
strengthen the financial position, companies should 
try to use their operating assets properly and 
minimize their non-operating expenses.

 in the study tried to 
evaluated the performance of Indian Automobile 
Industry in terms of various financial indicators, 
sales trend, production trend, export trend, etc. for 
the period of 2003-04 to 2009-10. The results of the 
study stated that automobile industry was passing 
through turbulent phases characterized by enhanced 
debt burden, low utilization of assets and huge 
liquidity crunch. The study suggested to improve 
labour productivity, labour flexibility and capital 
efficiency for its success.

in their study 
evaluated the financial performance of nationalized 
banks in India and assessed the growth index value 
of various parameters through overall profitability 
indices. The data for 19 nationalized banks, for the 
post-reform period from 2002-03 to 2006-07, was 
used to calculate the index of spread ratios, burden 
ratios and profitability ratios. They found that four 
banks had excellent performance, five achieved 
good performance, four attained fair performance 
and six had poor performance.

 in their empirical paper 
examined the difference in financial characteristics 
of public, private and foreign sector banks based on 
factors such as profitability, liquidity, risk and 
efficiency. Sample of 74 Indian commercial banks 

consisting of 24 public sector, 24 private sector and 
23 foreign banks was taken for the period from 2000 
to 2005. Multinomial regression analysis was used 
and results revealed that foreign banks proved to be 
high performer in generating business with a given 
level of resources and they are better equipped with 
managerial practices and in terms of skill and 
technology. Foreign banks were more consistent 
with market system as reflected in terms of net 
interest margin. The public banks emerged as the 
next best performer after foreign banks. Public 
banks were giving a higher return on equity in 
comparison to foreign and private banks. It was high 
performer in economizing their expenses which was 
reflected from expense rate and efficiency ratio. The 
private sector banks emerged with a better use of 
resources as compared to public sector banks.

The main focus of the present research paper is to 
evaluate, analyze and interpret the financial 
performance of Maruti Suzuki India Limited 
(MSIL).
1. To examine the profitability, liquidity, solvency 
and efficiency position of MSIL.

The study is based on convenience sampling 
method.

The period of the study is covered for ten years from 
2005-2006 to 2014-2015.

The study is mainly based on secondary data. The 
essential data for this study have been collected 
from the annual reports of MSIL and Society of 
Indian Automobile Manufacturing (SIAM).

As per the nature of the study following tools were 
used:

Accounting tool: Ratio Analysis

Statistical tool: Mean, Standard Deviation 
(SD), Coefficient Variance (CV) and 
Compound Annual Growth Rate (CAGR)

The paper mainly concentrates on financial 
performance parameters viz., profitability ratios, 
liquidity ratios, solvency ratios and efficiency 
ratios.

Objectives of  The Study

Sampling Method

Period of The Study

Data Collection

Tools For Analysis 

Financial Performance Parameters




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Profitability Ratios Liquidity Ratios Solvency Ratios Efficiency Ratios
 Gross Profit Ratio (GPR)
 Net Profit Ratio (NPR)
 Operating Profit Ratio

(OPR)
 Return on Capital

Employed (ROCE)
 Return on Net Worth

(RONW)
 Return on Assets (ROA)

Current Ratio (CR)
 Liquidity Ratio (LR)

D ebt-Equity Ratio (DER)
 Long Term Debt to Equity

Ratio (LTDER)

 Inventory Turnover Ratio
(ITOR)

 Debtors Turnover Ratio
(DTOR)

 Fixed Assets Turnover
Ratio (FATOR)

 Total Assets Turnover
Ratio (TATOR)

 Assets Turnover Ratio
(ATOR)

Overview of Maruti Suzuki India Limited
Maruti Suzuki India Limited formerly Maruti 
U d y o g  L i m i t e d  s t a r t e d  i n  1 9 8 2  i n  
Gurgoan(Haryana), is a publicly listed company in 
India. It is largely credited for having brought in an 
automobile revolution in India. It is a leading four-
wheeler family car manufacturer in South-Asia. The 
old logo was only of Maruti Udyog Limited, later 
the logo of Suzuki Motor Corporation was added to 
it. MSIL is one of India's leading manufacturers and 
the market leader in the car segment, both in terms of 

volume of vehicles sold and revenue earned. 
18.28% shares of the company is owned by the 
government and 54.2% controlling stake is with the 
Suzuki Motor Corporation of Japan.Some of 
Maruti's most popular cars are: Alto, Gypsy, Omni, 
Wagon R, Maruti 800, Versa, Zen, Esteem, Baleno 
and Swift. In 2014-15, MSIL produced overall 
13,08,446 vehicles, and sold 12,92,415 vehicles and 
exported 1,21,713 vehicles. Sales of vehicles in the 
domestic market were 11,70,702 units in 2014-15.

Performance Evaluation of Indian Automobile Industry
1. Automobile Production Trends in India

Table – 2: Automobile Production Trends in India during 2005-06 to 2014-15

Year Passenger
Vehicles

Commercial
Vehicles Three Wheelers Two Wheelers Grand Total

2014-15 32,20,172 6,97,083 9,49,021 1,84,99,970 2,33,66,246
2013-14 30,87,973 6,99,035 8,30,108 1,68,83,049 2,15,00,165
2012-13 32,31,058 8,32,649 8,39,748 1,57,44,156 2,06,47,611
2011-12 31,46,069 9,29,136 8,79,289 1,54,27,532 2,03,82,026
2010-11 29,82,772 7,60,735 7,99,553 1,33,49,349 1,78,92,409
2009-10 23,57,411 5,67,556 6,19,194 1,05,12,903 1,40,57,064
2008-09 18,38,697 4,17,126 5,01,030 84,18,626 1,11,75,479
2007-08 17,77,583 5,49,006 5,00,660 80,26,681 1,08,53,930
2006-07 15,45,223 5,19,982 5,56,126 84,66,666 1,10,87,997
2005-06 13,09,300 3,91,083 4,34,423 76,08,697 97,43,503
CAGR 9.42 5.95 8.13 9.29 9.14

Average 24,49,626 6,36,339 6,90,915 1,22,93,763 1,60,70,643
S.D. 7,69,763 1,76,844 1,87,612 41,55,467 52,24,427
C.V. 31.42 27.79 27.15 33.80 32.51

Source: Society of Indian Automobile Manufacturers (website: www.siamindia.com).

The descriptive statistics viz., CAGR, average, S.D. 
and C.V. related to automobile production in India 
are presented in table – 2. The analysis of the ten 
year data found that production efficiency of Indian 
automobile industry increased year-by-year during 
the study period. It is reflected from the production 
figures of the industry that production raised from 
97,43,503 vehicles in 2005-06 to 2,33,66,246 

vehicles in 2014-15 with a CAGR amounting to 
9.14% during the observation period. The average 
growth in vehicles production was observed 
1,60,70,643 units over a study decade. The highest 
CAGR 9.42% was registered in production of 
passenger vehicles while lowest 5.95% was 
witnessed in production of commercial vehicles.

http://www.siamindia.com).
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2. Automobile Domestic Sales Trends
Table – 3: Automobile Domestic Sales Trends in India during 2005-06 to 2014-15

Year Passenger Vehicles Commercial
Vehicles Three Wheelers Two Wheelers Grand Total

2014-15 26,01,111 6,14,961 5,31,927 1,60,04,581 1,97,52,580
2013-14 25,03,509 6,32,851 4,80,085 1,48,06,778 1,84,23,223
2012-13 26,65,015 7,93,211 5,38,290 1,37,97,185 1,77,93,701
2011-12 26,29,839 8,09,499 5,13,281 1,34,09,150 1,73,61,769
2010-11 25,01,542 6,84,905 5,26,024 1,17,68,910 1,54,81,381
2009-10 19,51,333 5,32,721 4,40,392 93,70,951 1,22,95,397
2008-09 15,51,880 3,84,122 3,49,719 74,37,670 97,23,391
2007-08 15,49,882 4,90,494 3,64,781 72,49,278 96,54,435
2006-07 13,79,979 4,67,765 4,03,910 78,72,334 1,01,23,988
2005-06 11,43,076 3,51,041 3,59,920 70,52,391 89,06,428
CAGR 8.57 5.77 3.98 8.54 8.29

Average 20,47,717 5,76,157 4,50,833 1,08,76,923 1,39,51,629
S.D. 5,96,946 1,58,687 76,622 34,70,242 42,36,990
C.V. 29.15 27.54 17.00 31.90 30.37

Source: Society of Indian Automobile Manufacturers (website: www.siamindia.com).

Table – 3 illustrated the descriptive statistics i.e. 
CAGR, average, S.D. and C.V. regarding domestic 
sales trend of Indian automobile. The total domestic 
sales figure of the automobile industry showed 
almost increasing trend under the study period. The 
study exhibited that domestic sales of different 
vehicles increased from 89,06,428 vehicles in 2005-
06 to 1,97,52,580 vehicles in 2014-15 with a CAGR 

amounting to 8.29% over the study period. The 
average domestic sales of Indian automobile was 
registered 1,39,51,629 units under the observation 
study decade. In case of domestic sales, the highest 
CAGR 8.57% was marked for passenger vehicles 
while lowest 3.98% was accounted for three-
wheeler vehicles.

3. Automobile Export Trends
Table – 4: Automobile Export Trends in India during 2005-06 to 2014-15

Year Passenger
Vehicles

Commercial
Vehicles Three Wheelers Two Wheelers Grand Total

2014-15 6,22,470 85,782 4,07,957 24,57,597 35,73,806
2013-14 5,96,142 77,050 3,53,392 20,84,000 31,10,584
2012-13 5,59,414 80,027 3,03,088 19,56,378 28,98,907
2011-12 5,08,783 92,258 3,61,753 19,75,111 29,37,905
2010-11 4,44,326 74,043 2,69,968 15,31,619 23,19,956
2009-10 4,46,145 45,009 1,73,214 11,40,058 18,04,426
2008-09 3,35,739 42,673 1,48,074 10,04,174 15,30,660
2007-08 2,18,401 58,994 1,41,225 8,19,713 12,38,333
2006-07 1,98,452 49,537 1,43,896 6,19,644 10,11,529
2005-06 1,75,572 40,600 76,881 5,13,169 8,06,222
CAGR 13.49 7.77 18.16 16.96 16.06

Average 4,10,544 64,597 2,37,945 14,10,146 21,23,233
S.D. 1,68,751 19,421 1,15,103 6,83,079 9,76,918
C.V. 41.10 30.07 48.37 48.44 46.01

Source: Society of Indian Automobile Manufacturers (website: www.siamindia.com).
Descriptive statistics i.e. CAGR, average, S.D. and 
C.V. with respect to exports of Indian automobile 
industry is described in table – 4.The export 
performance of Indian automobile industry has 
exhibited increasing growth except for the year 
2012-13 under the study period. Exports of 
commercial vehicles, three-wheelers and two-
wheelers declined during the year 2012-13. Export 
figures accounted that exports made by Indian 
automobile industry of different vehicles rose from 

8,06,222 vehicles in 2005-06 to 35,73,806 vehicles 
in 2014-15 with a CAGR amounting to 16.06% 
continuing to charm overseas buyers during the 
study period. The average exports of Indian 
automobile was observed 21,23,233 units for the 
study period. Gaining acceptance as a global hub for 
exports, the highest CAGR 18.16% was observed 
for three-wheeler vehicles while lowest 7.77% was 
reported for commercial vehicles during the 
reference period.

http://www.siamindia.com).
http://www.siamindia.com).
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Performance Evaluation of Maruti Suzuki India Limited
(A) Profitability Analysis: Profitability indicates company's efficiency to manage the resources and generate 

profit for its stakeholders.

Table – 5: Profitability Ratios of MSIL for the period from 2005-06 to 2014-15

Year GPR NPR OPR ROCE RONW ROA
2014-15 8.49 7.42 13.43 21.24 15.65 784.70
2013-14 6.89 6.36 11.66 16.91 13.26 694.45
2012-13 5.43 5.48 9.70 15.92 12.87 615.03
2011-12 3.86 4.59 7.06 13.53 10.76 525.68
2010-11 7.16 6.24 9.93 22.32 16.50 479.99
2009-10 9.93 8.51 12.74 27.89 21.10 409.65
2008-09 5.77 5.87 9.18 17.37 13.04 323.45
2007-08 10.97 9.34 14.12 26.18 20.56 291.28
2006-07 16.66 10.29 14.88 30.65 22.79 237.23
2005-06 16.95 9.53 15.29 33.46 21.81 188.73

High 16.95 10.29 15.29 33.46 22.79 784.70
Low 3.86 4.59 7.06 13.53 10.76 188.73

Average 9.21 7.36 11.80 22.55 16.83 455.02
CAGR -6.68 -2.47 -1.29 -4.44 -3.26 15.32

Source: Computed from theAnnual Reports of MSIL for the period from 2005-06 to 2014-15.

The results of various profitability ratios of MSIL 
are analyzedand exhibited in table – 5. Considering 
profitability ratios, the highest ratio 33.46% was 
witnessed for return on capital employed in 2005-06 
while lowest ratio 3.86% was observed for gross 
profit ratio in 2011-12. Average profitability ratios 
of MSIL was having highest mean of 455.02% for 
return on assets and lowest average 7.36% for net 
profit ratio. Further, the highest CAGR 15.32% was 
marked for return on assets while lowest CAGR -
6.68% was registered for gross profit ratio. 
Profitability analysis concluded that CAGR in terms 
of gross profit, net profit, operating profit, return on 
capital employed, and return on net worth was 
negative indicating unsatisfactory growth. The 
CAGR in case of return on assets was only positive 
indicating that MSIL is better in managing its assets. 
The overall profitability position of MSIL was 
found unsound. This implies managerial 
inefficiency in controlling excessive selling and 
distribution expenses, administrative expenses, 
operating cost and cost of goods sold.

(B)  Liquidity Analysis: Liquidity analysis 
attempts to analyze the firm's ability to meet 
i ts immedia te matu ring short - term 
obligations.

Table – 6: Liquidity Ratios of MSIL for the 
period from 2005-06 to 2014-15

Year CR LR
2014-15 0.68 0.41
2013-14 0.77 0.67
2012-13 1.04 0.90
2011-12 1.13 1.03
2010-11 1.57 1.26
2009-10 0.91 0.68
2008-09 1.51 1.26
2007-08 0.91 0.66
2006-07 1.40 1.13
2005-06 1.77 1.31

High 1.77 1.31
Low 0.68 0.41

Average 1.17 0.93
CAGR -9.12 -10.97

Source: Computed from the Annual Reports of 
MSIL for the period from 2005-06 to 2014-15.

Table – 6 exposed the results of various liquidity 
ratios of MSIL. Observing liquidity ratios, the 
highest ratio 1.77% was evaluated for current ratio 
while lowest ratio 1.31% was marked for liquid 
ratio, in 2005-06. Looking to average of liquidity 
ratios, MSIL was having highest mean of 1.17% for 
current ratio and lowest average 0.93% for liquid 
ratio. Moreover, the highest CAGR -9.12% (though 
negative) was reported for current ratio while lowest 
CAGR -10.97% (though negative) was marked for 
liquid ratio.  Liquidity analysis fulfilled that CAGR 
in terms of current ratio and liquid was negative 
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signifying the growth as not satisfactory. Varied 
variations were found for current ratio and liquid 
ratio when compared to standard ratio of 2:1 and 1:1 
respectively. Thus according to the standard norms, 
when liquidity results are analyzed in most of the 
years under observation period, it is interpreted that 
MSIL has experienced difficulty in the repayment of 
its current liabilities. Also the study entails that 
MSIL was not able to maintain sufficient liquid 
assets to pay off its current liabilities out of its liquid 
assets.

(C) Solvency Analysis: Solvency analysis gives 
an idea about the degree of risk caused as a 
result of debt financing.

Table – 7: Solvency Ratios of MSIL for the 
period from 2005-06 to 2014-15

Year DER LTDER
2014-15 0.01 0.01
2013-14 0.08 0.02
2012-13 0.07 0.03
2011-12 0.07 -----
2010-11 0.01 0.01
2009-10 0.07 0.04
2008-09 0.07 0.07
2007-08 0.11 0.06
2006-07 0.09 0.09
2005-06 0.01 0.01

H igh 0.11 0.09
Low 0.01 0.01

Average 0.06 0.04
CAGR 0.00 0.00

Source: Computed from the Annual Reports of MSIL for the period from 2005-06 to 2014-15.

Table – 7rendered the results of various solvency 
ratios of MSIL for the study period. When solvency 
ratios were examined, the highest ratio 0.11% was 
observed for debt-equity ratio in 2007-08 while 
lowest ratio 0.09% was registered for long term 
debt-equity ratio in 2006-07. Observing average of 
solvency ratios, MSIL was having highest mean of 
0.06% for debt-equity ratio and lowest average 
0.04% for long term debt-equity ratio. Moreover, 
the CAGR reported was NIL for debt-equity ratio 

and long term debt-equity ratio over the reference 
period.  Analyzing further, in all the years, debt-
equity ratio and long term debt-equity ratio was less 
than the standard norm of 2:1 during the study 
period which signals good solvency situation for 
MSIL. Finally, it implies that MSIL has the ability to 
repay the debts and the creditors of MSIL has large 
margin of safety against all possible losses in case of 
liquidation of the company.

(D) Efficiency Analysis: Efficiency of a company lies in making optimum utilization of the assets of the 
company. Improvement in efficiency ratios usually translate to improved profitability.

Table – 8: Efficiency Ratios of MSIL for the period from 2005-06 to 2014-15

Year ITOR DTOR FATOR TATOR ATOR
2014-15 21.08 40.24 1.94 2.12 2.15
2013-14 28.65 30.31 1.96 1.94 2.05
2012-13 26.67 36.21 2.25 2.21 2.41
2011-12 19.81 40.39 2.46 2.22 2.35
2010-11 25.88 44.81 3.14 2.62 2.74
2009-10 30.47 33.92 2.82 2.32 2.58
2008-09 30.46 26.33 2.38 2.06 2.14
2007-08 22.93 25.76 2.48 1.94 2.15
2006-07 21.27 21.12 6.32 1.98 2.28
2005-06 14.15 19.45 6.59 2.21 2.39

High 30.47 44.81 6.59 2.62 2.74
Low 14.15 19.45 1.94 1.94 2.05

A verage 24.14 31.85 3.23 2.16 2.32
CAGR 4.07 7.54 -11.51 -0.41 -1.05

Source: Computed from the Annual Reports of MSIL for the period from 2005-06 to 2014-15.

The results of various efficiency ratios of MSIL for 
observation period are presented in table – 8. From 
the observation of efficiency ratios, the highest ratio 
44.81% was depicted for debtors' turnover ratio in 
2010-11 while lowest ratio 1.94% was respectively 

marked for fixed assets turnover ratio in 2014-15 
and total assets turnover ratio in 2013-14. Further, 
MSIL was having highest mean of 24.14% for 
inventory turnover ratio and lowest average 2.16% 
for total assets turnover ratio. Negative CAGR was 
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registered for fixed assets turnover ratio, total assets 
turnover ratio and assets turnover ratio during the 
study period, which signalizes unsound efficiency 
position for MSIL. Finally, it implies that 
fluctuation in some of the efficiency ratios is minute 
which may not impact MSIL's economy while in 
some ratios varied fluctuation is observed which 
may impact its liquidity to a great extent.

MSIL is doing well in leading growth and 
expansion. It is recommended that there is a need for 
MSIL to take care to work with consistency, adopt 
better market strategy, to face great competition by 
reducing cost and revising selling prices among the 
different automobile players in order to grab the 
opportunities of growing demands in the domestic 
and global market.

Globalization is pushing major automobile players 
to consolidate, to upgrade technology, enlarge 
product range, access new markets and cut costs. 
Also wheels of development across the globe would 
have to be powered by the Indian automobile 
industry by making efforts to access the latest and 
efficient technology, making rapid improvement in 
infrastructure, increasing purchasing power, huge 
domestic market, improving productivity in labour 
and establishing cost competitiveness.
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After globalization, the Government of India has adopted the new 
industrial policy and structural adjustment program for business houses. It 
allowed companies to undertake without restriction any program of 
expansion either by entering into a new market or through expansion in an 
existing market. On other hand, changes in corporate accounting aspects 
have increased the responsibility of Indian companies in order to deliver 
superior performance. In that context, Indian business houses are 
increasingly using restructuring activity means to growth and expansion. 
Corporate restructuring is broadly divided into two parts: financial 
restructuring and operational restructuring.  Financial restructuring 
involve restructuring the assets and liabilities of corporations, in order to 
promote efficiency, support growth, maximize the value to shareholders, 
creditors and other stakeholders. Financial restructuring transaction 
includes merger, acquisition, tender offer, joint ventures, strategic alliance, 
demerger etc. A number of Indian companies have agreed for financial 
restructuring through above alternatives.

Review of literature has been carried out in order to better understanding in 
the area of   corporate financial restructuring through mergers 

 examined the impact of restructuring 
on the operating performance of publicly traded firms in China. The study 
was determined whether restructuring resulted in significant changes or 
not. They used ratio analysis for investigates the impact of restructuring. 
Their study result reveal that there were significant improvements in total 
revenue, profit margin, and return on assets due to restructurings event but 
there was no evidence of any significant impact on asset turnover ratio. His 
finding also shows significant market anticipation and over reaction to the 
restructuring announcements.

to examine the impact of merger on the 
operating performance of acquiring corporate in different industries. The 
sample firms have chosen as all mergers involving public limited and 
traded companies in India from 1991 to 2003.  They measured the 
operating performance through ratio analysis. The result of study shows 
that there were minor variations in terms of impact on operating 
performance following mergers, in different industries in India. In 
particular, mergers seem to have a slightly positive impact on profitability 
of firms in the banking and finance industry, the pharmaceuticals, textiles 
and electrical equipment sectors show a marginal negative impact on 
profitability and returns on investment and assets. For the Chemicals and 
Agro-products sectors, mergers had caused a significant decline both in 
terms of profitability margins and returns on investment and assets.  

  Their study concentrated to evaluate the 
financial performance in terms of profitability, liquidity, leverage and 
activity before and after merger. The sample of 18 companies selected on 
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Abstract
Corporate financial restructuring 
is aimed at increasing efficiency, 
achieving growth and improving 
firm value. At present time, 
technological changes, cut- throat 
competition, globalization and 
economical changes have boosted 
the Indian firms to opt for 
restructuring strategies. The aim 
of present study is to determine 
whether any significant change 
has occurred after financial 
restructuring was undertaken. The 
sample consists of four (4) cases 
from  BSE o r N SE l is ted  
companies which involves in 
financial restructuring through 
merger and acquisition from 
financial year 2009- 2010. To 
make comparative analysis, 
financial ratios and their means 
have been calculated  for pre 
merger  acquire and target 
company and  post merger 
acquiring company to the period  
from 2004- 05 to 2014-15 
excluding merger year. The paired 
sample t-test at 95% confidence 
level had been used to test 
hypothesis.  The result of study 
reveals that net profit ratio, return 
on shareholder's fund ratio, 
current ratio and working capital 
rat io were decreased after 
restructuring activity but this 
d e c r e a s e  i s  s t a t i s t i c a l l y  
insignificant while return on 
capital employed ratio shows 
mixed picture of restructuring 
activity but statistically it is 
insignificant. Finally it concludes 
that financial restructuring did not 
successfully increase financial 
pe rf o r ma nc e  in  te r ms  o f  
profitability and liquidity of 
sample companies. 

  
 
  
 

 

SEMCOM Management & Technology ReviewPage 80

An International Peer Reviewed Research
Journal (ISSN-2321-5968) Vol-4 Issue-2,
March 2017

An Impact of Financial Restructuring on 
Profitability and Liquidity: A Study With 
Reference To Selected Indian Companies



  
 

 

SEMCOM Management & Technology Review Page 81

An International Peer Reviewed Research
Journal (ISSN-2321-5968) Vol-4 Issue-2,
March 2017

An Impact of Financial Restructuring on 
Profitability and Liquidity: A Study With 
Reference To Selected Indian Companies

the basis of which undergone mergers in the same 
industry during the study period from 01 April 2002 
to 31 March 2005 in Bombay Stock Exchange. The 
pre merger average of acquire and target companies 
were compared with post merger performance of the 
acquiring (combined) firm to determine whether 
mergers resul ted in increasing f inancial 
performance or not. The result of the study represent 
that  profitability and activity variables were not 
improved after merger but shareholders of the 
acquirer companies were  increased their wealth.

  they examine that 
merger led to a profitable situation or not. The study 
is based on secondary data and result obtains from 
two cases of merger and acquisitions which 
randomly taken as sample. For the pre (3 years 
before) merger the combined ratios of both banks 
are considered and for the post merger (after 3 years) 
the ratios of acquiring bank were used for compare 
financial performance. The Paired sample T- test is 
being employed for testing of hypothesis. The study 
indicates that the merger of banks has been 
beneficial to the equity share holders and the 
performance and efficiency of banks have increased 
after the merger 

   to examine the profitability of 
merged companies by comparing key financial 
ratios during pre and post merging year. The final 
sample size for the study was 20 public listed 
companies from a total of 58 companies which have 
undergone M&A during year 2005 Ratio analysis is 
used for analysis. The Paired sample t- test is being 
employed for testing of hypothesis The study found 
that there was an increase in both the profitability 
ratios and returns on net worth and invested capital 
after mergers. Finally concluded that operating 
financial performance of all the sample firms had 
increased after mergers.

The purpose of this study is to assess the impact of 
financial restructuring by mergers and acquisitions 
on the profitability position and liquidity position of 
the selected Indian companies.

The four cases of financial restructuring companies 
have been randomly taken as samples which were 
undergone through merger and acquisition from 
financial year 2009- 2010. The sample companies 

Aruna.G and S.Nirmala(2013)

K. B. Singh (2013)

. 

. 

Objective of The Study

Research Methodology
Sample Selection

are listed on BSE or NSE during the period of study.

For accomplishing the study objective, data of 
sample companies has been required for the period 
of 10 year which covers five years before and five 
years after merger and acquisition The study period 
has been from financial year 2004 - 05 to 2014 - 15 
excluding event years 2009 - 10.

The present study basically depends on secondary 
data. The research objectives require data has been 
collected from Ace Equity and company's website. 
The additional information has also collected from 
articles in journals and magazines, Reference 
books, newspapers and related websites

The cases of financial restructuring have been 
randomly taken as sample which was undergone 
through merger and acquisition from financial year 
2009- 2010. Ratio analysis is used to investigate the 
financial performance. For the pre (5 years before) 
merger the combined ratios of both companies are 
considered and for the post merger (after 5 years) the 
ratios of acquiring company are used. The selected 
financial ratios mean are compared for The pre 
merger (5years prior) and post merger (after 5 years) 
period of sample.  To know whether there is 
significant difference in the mean of financial ratios 
pre and post merger, the paired sample t-test at 95% 
confidence level (df-7) is applied using SPSS- 21.

On the basis of above objectives, the following 
hypothesis has been developed
Null Hypothesis (H0)

H0: There is no significant difference in profitability 
position of selected Indian companies between   pre 
and    post merger period.
H0: There is no significant difference in liquidity 
position  of selected Indian companies between   pre 
and    post merger period.
 Alternate Hypothesis (H1)

H1: There is significant difference in profitability 
position of selected Indian companies between   pre 
and    post merger period.
H1: There is significant difference in liquidity 
position of selected Indian companies between   pre 
and    post merger period.

Period of the Study

Sources of  Data

Data Analysis

Hypothesis
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Table 1:  list of sample cases
Type of

case Buyer(Acquirer) company Target company Merger Date

case 1 Mindtree Ltd. (MTL) Aztecsoft Ltd. (AZL) 30-Jun-09

case 2 Ess Dee Aluminium Ltd ( ESD) India Foils Ltd (IFL) 26-Feb-10

case 3 United Spirits Ltd ( USL) Shaw Wallace & Company
Ltd.(SWL) 24-Jul-09

case 4 Titagarh Wagons Ltd ( TWL) Titagarh Steels Ltd.(TSL) 12-May-09

Source :  Ace Equity 

Analysis of Financial Information

 

Analysis is based on the following financial ratio

Net Profit Ratio  (Profit before Interest and Tax (PBIT) / Net Sales) 
Return on Capital Employed (Profitbefore Interest and Tax (PBIT)/Capital 
Employed) 

Return on return on shareholder fund (Profit after Tax/ Shareholder fund ) 
Current Ratio  ( Current Assets / Current Liabilities)

Working Capital Ratio  (Working Capital / Total Assets )











Table -2:  Pre and post merger Net profit ratio of sample cases

NET PROFIT PRE MERGER PERIOD POST MERGER PERIOD
Type

of
Cases

Name of
companies

2004-
05

2005-
06 2006-07 2007-

08 2008-09 Mean Combind
Mean

2010-
11

2011-
12

2012-
13

2013-
14

2014-
15 Mean

case 1
MTL 6.85 12.08 15.25 14.20 2.96 10.27

11.10
8.16 11.42 14.35 14.88 15.06 12.77

AZL 17.85 15.78 15.73 7.56 2.79 11.94

case 2
ESD 0.94 15.04 19.63 22.00 16.55 14.83

-15.49
16.64 9.50 11.11 7.47 3.93 9.73

IFL -40.30 -7.80 -14.01 -16.56 -150.41 -45.82

case 3
USL 2.31 2.05 18.16 9.81 7.25 7.92

18.06
6.05 4.52 3.83 -59.92 -24.31 -13.96

SWL -22.11 40.56 59.39 34.97 N.A 28.20

case 4
TWL 6.77 10.70 10.36 10.82 9.45 9.62

5.85
12.21 11.89 4.78 1.44 2.62 6.59

TSL -1.93 13.17 4.81 0.45 -6.11 2.08

 Source: Computed  from -Ace equity

Table no 2 shows a Net profit ratio of sample 
companies during pre and post merger period. It is 
clear from the table that after merger, the net profit 
ratio of Case 1 and Case 4 has increased from 
11.11% and 5.85% respectively to 12.77 %, and 6.59 
% respectively. Moreover, Case 2 have increased net 
profit ratio from negative return -15.49 % to positive 
return 9.73 % during post merger due to control on 

expenses after restructuring activities.  During the 
study period, Case 3 has decrease in net profit from 
18.06 % to -13.96 % in post merger period due to 
increases in employee cost, interest and general 
administrative expenses.

It can lead to conclusion that the net profit ratio is 
increased after restructuring.
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 Table – 3:  Pre and post merger Return on Capital Employed ratio of sample cases
RETURN ON

CAPITAL
EMLOYED

PRE MERGER PERIOD POST MERGER PERIOD

Type
of

cases

Name of
companies

2004-
05

2005-
06

2006-
07

2007-
08

2008-
09 Mean Combind

Mean
2010-

11
2011-

12
2012-

13
2013-

14
2014-

15 Mean

case 1 MTL 13.49 30.23 20.32 19.30 7.71 18.21 15.98 19.63 28.08 33.00 35.74 34.36 30.16

AZL 12.10 14.13 27.17 10.85 4.49 13.75

case 2
ESD 5.14 34.70 15.19 18.08 19.83 18.59

-119.62
21.09 14.53 14.69 10.62 11.35 14.46

IFL -26.03 1.92 -8.40 -6.92

-
1249.

69 -257.83

case
3

USL 8.07 9.22 26.45 19.52 13.12 15.28 24.85 15.30 15.03 15.29 -84.27 -38.43 -15.41

SWL 4.93 55.27 51.98 25.49 N.A. 34.42

case
4

TWL 38.62 23.93 38.22 25.98 26.51 30.65 20.92 24.25 19.56 8.04 1.86 3.36 11.41

TSL 0.33 32.43 19.86 21.66 -18.30 11.20

 Source: Computed  from -Ace equity

Analysis
Table no. 3 shows return on capital employed ratio 
of sample companies during pre and post merger 
period. Case 1 has improved their capital employed 
return from 15.98 % to 30.16% in post merger 
period. Moreover, Case 2 has negative return on 
capital employed -119.62% in pre merger period 
whereas it has increased to 14.46 % in post merger 
period. The remaining sample cases like Case 3 and 

Case 4 have decline in capital employed from  24.85 
% and 20.92%  respectively to -15.41% and 11.41% 
respectively in post merger period due to increases 
other long term liabilities and provisions in 
business.

 It is concluded that the return of capital employed 
is decreased in two cases namely, Case 3 and Case 
4 after restructuring process where Case 1 and 
Case 2 is increased.

 Table  4: Pre and post merger Return On  Shareholder fund Ratio of sample cases

Source: Computed  from -Ace equity

Analysis
Table no. 4 shows a return on ratio of sample 
companies during pre and post merger period 
During post merger period, Case 1 has increased 

return on shareholder fund from 17.02% to 23.71% . 
The remaining sample cases like case 2 and case 4 
shows decline in return on share holders fund from 
170.56%,  and 21.85% respectively to 9.15% and 
6.68%, respectively in post merger period due to 
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improper utilization of share holders fund after 
merger or may be unfavorable business condition 
while Case 3 shows negative return(-43.22 %) in 
post merger period.

  So, the researcher can conclude that return on share 
holders fund ratio is not increased after 
restructuring. 

 Table no.  5 :  Calculation of T- test

RATIO

Pre
merger (A)

Post
merger (B)

Paried
Differences

(A-B) DOF
( n-1) t cal. t tab.

sig. (2
tail) 95
% c.l.

Result

mean Std.
Dev. Mean Std.

Dev. mean S.D.

NPR 4.880 14.472 3.783 12.094 1.098 23.521 3 0.093 3.182 0.932 H0
ROCE -14.468 70.196 10.155 18.920 -24.628 76.299 3 0.645 3.182 0.575 H0

RONW 55.435 76.849 -0.920 29.184 56.355 74.628 3 1.510 3.182 0.228 H0

Source : Researcher perspective with SPSS-21

Table no. 5 shows calculation of t –test for 
profitability ratio. The statements of the hypothesis 
are as under

H01: There is no significant difference in net profit 
ratio of selected Indian companies between   pre and    
post merger period

H02: There is no significant difference in return on 
capital employed of selected Indian companies 
between   pre and post merger period

H03: There is no significant difference in return on 
Shareholder's fund of selected Indian companies 
between   pre and post merger period

From above table we can observed following 
results.

The calculated value of '  t ' is 0.093 at 5% level 
of significance is less than table value     3.182 
for net profit ratio  i.e. t cal (0.093)  < t tab 
(3.182)  and  sig (2 tailed ) value is greater than  
specified  of  0.05 ( 0.932  >  0.05),Therefore 



α

null hypothesis  is accepted for net profit ratio.

 For the return on capital employed ratio, the 
calculated value of '  t ' is  0.645 at 5% level of 
significance is less than table value 3.182. i.e. t 
cal (0.645) < t tab (3.182)  and  sig (2 tailed ) 
value is greater than  specified of  0.05 ( 
0.575 > 0.05) .Therefore null hypothesis  is 
accepted.

At 5% level of significance, the calculated 
value of ' t ' is 1.510 to return on net worth     
which is less then table value of ' t  ' is 2.365   
i.e. t cal (1.510) < t tab (3.182) and  sig (2 
tailed ) value is greater than  specified  of  
0.05 ( 0.228 > 0.05), Therefore null hypothesis  
is accepted for return on net worth 

 Finally, we can conclude that there is no significant 
difference in profitability position of selected Indian 
companies between   pre and    post merger period.





α 

α

  Table  6  : Pre and post merger Current Ratio of sample cases

Source: Computed  from -Ace equity
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Table no. 6 shows a current ratio of sample 
companies during pre and post merger period 
During post merger period , case 1 and case 4 have 
increased current ratio from 2.82 times, 2.11 times 
respectively to 2.97 times, 2.83 times respectively 
due to merger. It seems that companies have enough 
funds to pay its future liability in times. On other 
hand rest of the sample cases like Case 2  and Case 3 

have  decreased in current ration from, 2.35 and 
2.46,times respectively to 1.56 and 0.84 times 
respectively in post merger period. It can be 
observed that the case 1 and case 4 have maintain 
current ratio more than 2:1 in post merger period. 

Thus, this analysis can be lead to conclusion that 
after merger the sample Case  2 and Case 3 have not 
capable to increase current ratio satisfactory 

Table  7 : Pre and post merger working capital Ratio of sample cases 

WORKING
CAPITAL

RATIO
PRE MERGER PERIOD POST MERGER PERIOD

Type
of

Cases

Name
Of

companies

2004-
05

2005-
06

2006-
07

2007-
08

2008-
09 MEAN Combind

Mean
2010-

11
2011-

12
2012-

13
2013-

14
2014-

15 MEAN

case
1

MTL 54.37 57.70 69.03 44.21 12.97 47.66 24.00 42.60 38.84 47.12 49.93 47.17 45.13

AZL 0.19 0.24 0.44 0.42 0.41 0.34

case
2

ESD 25.36 37.12 44.32 52.11 34.79 38.74 13.48 23.85 21.00 22.83 13.73 1.37 16.56

IFL -2.73 2.42 -4.69 -9.29 -44.60 -11.78

case
3

USL 23.06 40.29 49.68 50.33 39.63 40.60 30.09 -3.99 -7.30 -11.55 -4.69 -8.92 -7.29

SWL 5.21 19.61 16.97 36.55 N.A 19.58

case
4

TWL 27.90 34.30 41.11 63.45 50.99 43.55 31.75 42.81 43.05 41.98 39.55 35.49 40.58

TSL 6.17 38.28 31.39 20.03 3.86 19.95
Source: Computed  from -Ace equity

Table no. 7 shows Working capital ratio to total 
assets ratio of sample companies during pre and post 
merger period. Case 1, Case 2 and Case 4 have 
increased working capital ratio from 24%, 13.48% 
and 31.75% respectively to 45.13%, 16.56% and 
40.58% respectively during the post merger period 
due to control on current liabilities. On other hand, 
Case 3 have negative ratio of working capital is -

7.29% during post merger period whereas it is 
positive 30.09% in pre merger period. It can be said 
that companies have lower ratio, may be face 
liquidity shortage in future.

 So, the researcher can conclude that the working 
capital ratio is increased after restructuring activity 
in majority of sample cases. 

Table  8 :  Calculation of T- test 

RATIO

Pre merger (A) Post merger (B) Paried
Differences

(A-B) DOF
( n-1) t cal. t tab.

sig. (2
tail) 95
% c.l. Result

mean Std.
Dev. Mean Std.

Dev. mean S.D.

C.A 2.435 0.295 2.050 1.026 0.385 1.032 3 0.746 3.182 0.510 H0
W.C 24.830 8.268 23.745 24.190 1.085 25.345 3 0.086 3.182 0.937 H0

Source : Researcher perspective with SPSS-21

Table no 8 shows calculation of t –test for liquidity 
ratio. The statement of the hypothesis  are as under
 H01: There is no significant difference in current 
ratio of selected Indian companies between   pre and    
post merger period.
H01: There is no significant difference in working 

capital of selected Indian companies between   pre 
and    post merger period.
From above table we can observed following 
results.

 For current ratio, the calculated value of '  t ' 
is 0.746 at 5% level of significance is less 


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then  table value of ' t  ' is 2.365 . i.e. t cal 
(2.424) < t tab (3.182)  and  rejected for 
current ratio. The results are not as per the 
expectation. sig

For working capital ratio, the calculated 
value of ' t ' is 0.086 at 5% level of 
significance  is less then table value of ' t  ' is 
2.365 , i.e. t cal (2.044)  <   t tab (3.182)  and  
sig (2 tailed ) value is greater than

of  0.05 ( 0.937 >  0.05),Therefore null 
hypothesis  is accepted .

 Finally, we can conclude that there is no significant 
difference in liquidity position  of selected Indian 
companies between   pre and    post merger period.

(1) The researcher has restricted this study up to 
four cases for limited period which covers  
five years before and five years after merger 
and acquisition from event year , so finding 
may not be generalized to whole industries.

(2) The performance is analysed on the basis of 
selected financial ratio, while other factor 
also affected to performance is ignored by 
researcher. 

(3) This study is mainly based on secondary data 
so finding will depend on the accuracy of 
such data.

The present study examined the financial 
performance of four sample cases which covers 
eight companies on the basis of selected financial 
ratio in the context of profitability and liquidity 
position. The study result revels that net profit ratio, 
return on shareholder's fund ratio, current ratio and 
working capital ratio were decreased after 
restructuring activity. Only, return on capital 
employed ratio shows mixed picture of 
restructuring activity. Moreover, the paired sample 
t-test analysis at 95% confidence level shows that 
the all the financial parameters are not statistically 
significant as per the t-test results for selected 
sample cases, hence we have to accept the null 
hypothesis (H0). That means, according to the 
present study There is no significant difference in 
profitability position and liquidly position of 
selected Indian companies between   pre and post 
merger period. The further research having scope of 
study to compare performance of merging firms for 
pre and post merger period in specific industry as 
well as other industries. Similar type of studies with 
similar objectives could be initiated with reference 
to specific sectors

 (2 tailed ) value is lower than  
specified  α of  0.05 ( 0.510 >  0.05), 
Therefore null hypothesis  is

  specified 
α 



Limitation of study

Conclusion
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Impact of Mahatma Gandhi National Rural 
Employment Guarantee Scheme (MGNREGS) 
In Selected Districts of Gujarat

Parimalsinh Chavda, Sonal Bhatt
Introduction
The MGNREGS is by far the most important of the employment 
programmes undertaken by the government in India after independence. 
With the widest reach and the highest allocation of funds, it became one of 
the most ambitious and flagship programmes of the Government of India.  
It subsumed and merged all the existing employment programmes across 
regions, classes and categories of unemployed persons in India. The 
National Rural Employment Guarantee Act (NREGA) received its 
authentication on 25th August, 2005. The below mentioned table shows the 
history of the inception of MGNREGS: 

Impact of Mahatma Gandhi National Rural Employment 
Guarantee Scheme (MGNREGS) In Selected Districts of Gujarat

Abstract
The Mahatma Gandhi National 
Rural Employment Guarantee 
Scheme  (MGN REG S) wa s 
notified in India on September 
2005 with a mandate to provide 
hundred days of guaranteed wage 
employment in a financial year to 
every rural household whose 
members above the age of 
eighteen years volunteer to do 
unskilled manual work. The main 
focal point of the scheme is to 
facilitate the social protection by 
p r o v i d i n g  e m p l o y m e n t  
opportunities in rural areas and 
thereby contributing towards the 
overall development of the local 
people. The present study was 
attempted to taken an overview of 
MGNREGS at the national level 
and to examine the impact of 
MGNREGS on savings, banking 
ha b i t s  a nd  m i gr a t i on  o f  
beneficiaries in selected districts 
of Gujarat. The study found that 
MGNREGS implemented in 
selected districts of Gujarat has 
played an important role in 
bringing an increase in savings 
and has helped to  reduce  
migration of the beneficiaries 
e l s e w h e r e ,  t o  l o o k  f o r  
employment.

Table 1:Time line of MGNREGS  
Time line of 
MGNREGS  

Action  

August 25th, 2005  MGNREGS  enacted by legalization in Parliament  
September 5th, 2005  Assent of the President  
September  7th, 2005  Notified in the Gazette of India  
February 2nd, 2006  Came into force in 200 districts  
April 1st, 2007  113 more districts were notified  

(included for implementation)
 May 15th, 2007

 
17 more districts were notified 

 (included for implementation)
 April 1st, 2008

 
Notified in the remaining rural districts

 October 2nd, 2009
 

Renamed as MGNREGS
 Sources: Compiled from various reports of MGNREGS

 

As the Table 1 depicts that on August 25, 2005 The Mahatma Gandhi 
National Rural Employment Guarantee Scheme (MGNREGS) is an Indian 
job guarantee scheme, enacted by legislation. 

 The law was initially 
called the National Rural Employment Guarantee Act (NREGA) but on 
October 2, 2009 the Act was renamed

 and then extended to an additional 130 districts in 
the financial year 2007-2008 out of it 113 districts were notified with effect 
from April 1, 2007 and 17 districts in Uttar Pradesh were notified with 
effect from May 15, 2007. The remaining districts have been notified under 
MGNREGS with effect from April 1, 2008. Thus, the MGNREGS covers 
the entire country with the exception of districts that have a hundred 
percent urban population.

The mandate of the Act is to provide 100 days of guaranteed wage 
employment in a financial year to every rural household whose adult 
members volunteer to do unskilled manual work. The objectives of the 

The Scheme received 
assent of the President on September 5, 2005 .On September 7, 2005 
MGNREGS was notified in the Gazette of India.

 as Mahatma Gandhi National 
Rural Employment Guarantee Scheme (MGNREGS). The Scheme 
was legalized and notified in 200 districts in the first phase with effect 
from February 2, 2006

Mandate And Objectives of MGNREGS
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programme include:
Provide social protection for the most 
vulnerable people living in rural India 
t h ro ugh  p ro v id i ng  e m pl oym e nt  
opportunities,

Ensuring livelihood security for the poor 
through creation of durable assets, 
improved water security, soil conservation 
and higher land productivity,

Strengthening drought-proofing and flood 
management in rural India,

Empowerment of the marginalized 
communit ies,  e spe cial ly women , 
Scheduled Castes (SCs) and Scheduled 
Tribes (STs), through the processes of a 
rights-based legislation,

Strengthening decentralized, participatory 
planning through convergence of various 
anti-poverty and livelihoods initiatives,

Deepening democracy at the grass-roots 
by strengthening the Panchayati Raj 
Institutions (PRIs),

Effecting greater transparency and 
accountability in governance.

 examined the impact of 
MGNREGS on rural employment generation and 
migration of labour force. The study was conducted 
in two districts with different economic profiles. 
Their study concluded that the flagship scheme has a 
sizable impact on the employment generation. 
However, the downside has been that the scheme 
has not been able to curb the migration from 
economically advanced districts primarily on 
account of the low wages.

 conducted a study to 
evaluate the impact of MGNREGS on socio-
economic empowerment of women in Kalakkanmoi 
panchayat of Sivaganga district, Tamil Nadu. Their 
study found that MGNREGS significantly 
improved Social and economic decision making 
power to women in the men dominated rural society. 
The Scheme is also helpful to improve standards of 
living of the poor, more specifically among women. 
Moreover, MGNREGS increased income and 
expenditure of the households compared over the 
pre-MGNREGS period.

conducted evaluation study 















Review of Literature
Ahuja, R T Usha (2011)

Xavier G. Mari G (2014)

Joshi and Singh (2008) 

in Rajasthan. They observed that after MGNREGS 
intervention, the migration certainly decreased but 
not completely stopped. MGNREGS augmented the 
purchasing power of family, offer better road 
connectivity to villages, helping in declining debt 
(marginally), increased agricultural production and 
thereby farm income.

 conducted a 
study on analyzing empowerment of rural women 
through MGNREGS with special reference to 
Palakkad .Their study found that  women are 
benefited separately because they are able to earn 
autonomously and able to use some money for their 
own hands, contribute for their family expenditure. 
Their study also found that MGNREGS 
economically empowered women and laid the basis 
for greater independence and self- esteem. It has 
become a symbol of hope and light for the 
empowerment of the rural women and has 
contributed significantly for the improved living 
and economic conditions.

accessed that MGNREGS increase 
the productivity in agriculture sector , It prevented 
distress migration to some extent. Implantation of 
MGNREGS resulted in increasing the wages and 
non-availability of farm labour for agricultural 
operations. MGNREGS not only delivered 
economic benefits but also many social benefits to 
the society to attain sustainable development

) conducted a study to evaluate 
the impact of MGNREGS on participation of 
Women. The study found that MGNREGS helped 
women to take priority over their weak position in 
labor market and get alternative employment.

 studied on impact on women 
empowerment and stated that inevitably, women's 
MGNREGS earnings are increasing their 
contribution to household income. A large majority 
of the respondents said that they spent wages earned 
at MGNREGS works on regular food and consumer 
goods. The increased income locally available 
through MGNREGS work, they felt, was helping 
ensure at least two regular meals a day. By putting 
cash earning in women's hands, MGNREGS has 
both increased and diversified the contributions that 
women are making to household incomes as wage 
earners.

 in their study finds that 77 
percent of the respondents spent more than 50 
percent of their MGNREGS earned income for food 

Lavanya V.L. and S.Mahima (2013)

Padma(2015) 

Jyoti Poonia (2012

Asha Sharma (2012)

S.Krishnan et.al (2012)
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consumption and also reported that they are in a 
position to fulfill their basic needs from this income. 
80 percent of the respondents reports that they save 
less than 25 percent of their MGNREGS earnings 
due to their poor economic conditions, their studies 
reports that the water conservation works 
undertaken under this scheme has directly provided 
employment and increased area of paddy cultivation 
from 54 hectares to 71 hectares and pave the way to 
improve the livelihood and food security of the 
villagers.

 conducted a study on impact 
assessment of MGNREGS in Bihar and Jharkhand. 
The study found very low number of average 
working days (26) of employment provided per 
household in both the states. With this less number 
of working days MGNREGS was able to create 
some impact on the livelihood conditions of the 
beneficiaries. The income earning through 
MGNREGS is mostly used for food and daily 
consumption items, meeting expenditure on 
healthcare, education and fulfillment of debt and 
purchased of household durables.

To give an overview of MGNREGS in 
India

To find out impact of MGNREGS on 
Migration

To analyze MGNREGS in the context of 
savings and savings habit related with the 
beneficiaries of MGNREGS.

The present study has confined itself to Anand and 
Godhra districts from Gujarat state. Total 120 
respondents were selected from Anand and Godhra 
districts. Out of 120 respondents, 80 respondents 
were male beneficiaries and 40 were female. One 
block from each district was selected purposively, 
were MGNREGS works were reported to be 
implemented. Further, two villages were 
purposively selected from each block, where 
MGNREGS was reported to be ongoing. A sample 
of 30 beneficiaries of MGNREGS from each village 
was selected. Primary data was collected through 
personal interview method with the respondents 
with the help of a well-structured questionnaire. 
Secondary data was collected with the help of the 
official website of MGNREGS, Government of 
India publications and various published research 

Pankaj Ashok (2008)

Objectives of  The Study 

Research Methodology 







articles, agency and government reports as well as 
newspaper articles which appeared in the context of  
MGNREGS. 

 Adult members of a rural household 
willing to do unskilled manual work may apply for 
registration to local Gram Panchayat (GP). The unit 
of registration is household, which is entitled to 100 
days of employment every year.

  The Gram Panchayat (GP) issued job 
card within 15 days of registration. The custodian of 
the job card is with the household to whom it is 
issued.

 An application for work 
under MGNREGS is submitted to Gram Panchayat 
(GP) in a written form. The Gram Panchayat will 
issue a dated receipt of the written application for 
employment, against which the guarantee of  
providing employment within 15 days operates.

 In case employment 
is not provided within 15 days, the state will pay an 
unemployment allowance to the beneficiary.

The Gram Panchayats (GP) are 
generally the suitable authorities empowered to 
'start' works (by issuing work orders) and to assign 
employment amongst persons who have applied for 
work. Normally work is provided within 5 km 
radius of the village. If the distance of Worksite is 
more than 5 km then extra wages of 10 per cent are 
payable to meet additional transportation and living 
expenses. Priority is awarded to women, such that at 
least one-third of the beneficiaries under the Scheme 
are women.

 Wages are to be paid as per the State-wise 
Government of India (GoI) notified MGNREGS 
wages. Payment of wages has to be done on a 
weekly basis and not beyond a fortnight in any case. 
Payment of wages is mandatorily done through the 
individual/joint bank/post office beneficiary 
accounts.

 Plans and decisions regarding the nature 
and choice of works to be undertaken in a Financial 
Year(FY) along with the order in which each work is 
to be taken up, site selection, etc. are all to be made 
in open assemblies of the Gram Sabhas (GS) and 
ratified by the Gram Panchayat (GP).

 In case of MGNREGS work 100 
percent of wage cost of unskilled manual labour and 

Scope of  MGNREGS
Registration:

Job Card:

 Application of Work:

 Unemployment Allowance:

Provision of Work: 

Wages:

Planning:

Cost Sharing:
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75 percent of the material cost , including the wages 
of skilled and semi- skilled labour all are incurred by 
Government of India.

 To ensure that the workers 
are directly benefited under the Scheme, the Act 
prohibits the use of contractors or machinery in 
execution of the work. As wage employment is the 
main focus, the Act mandates the wage expenditure 
to material expenditure ratio should be 60:40 in the 
total cost of work undertaken in a GP.

 to bring more 

Worksite Management:

Transparency and Accountability:

transparency and accountability there is need to 
scrutinize all the records and works under the 
MGNREGS. It is possible with the help of Social 
audit and Grievance redressal mechanisms. 

Social audit scrutinize all the records and works 
under MGNREGS and Grievance redressal 
mechanisms and rules have to be put in place for 
ensuring a responsive implementation process. All 
accounts and records relating to the Scheme should 
be available for public scrutiny.

National Overview of MGNREGS 

TABLE 2: NATIONAL OVERVIEW OF MGNREGS FROM 2006-07 TO 2015-16 

Year  

Total Job Cards 
Issued (in Crore) 

3.78 6.48 10.01 11.25 11.98 12.50 13.03 12.81 12.77 12.92 

Employment 
Provided to 
Households (in 
Crore) 

2.10 3.39 4.51 5.26 5.49 5.04 4.98 4.79 4.13 4.81 

Total Persondays 
(in Crore) 

90.05 143.59 216.32 283.59 257.15 216.34 230.46 220.37 196.11 235.14 

Scheduled Castes 
 

22.95 
(25) 

39.36 
(27) 

63.36 
(29) 

86.45 
(30) 

78.76 
(31) 

47.70 
(22) 

51.2 
(22) 

50.27 
(22) 

42.17 
(22) 

52.42 
(22) 

Scheduled Tribes  
 

32.98 
(36) 

42.07 
(29) 

55.02 
(25) 

58.74 
(21) 

53.62 
(21) 

39.59 
(18) 

41.00 
(18) 

38.58 
(17) 

34.45 
(17) 

41.83 
(17) 

Women 
 

36.40 
(40) 

61.15 
(43) 

103.57 
(48) 

136.40 
(48) 

122.74 
(48) 

103.81 
(48) 

118.23 
(51) 

116.38 
(52) 

110.28 
(55) 

129.94 
(55) 

Person days per 
HH [Days] 

43 42 48 54 47 43 46 46 40 49 

Sources; http://www.nrega.nic.in/netnrega/home.aspx 
Note: Figures in parentheses are respective percentage of total 

 
The table: 2 show the overview of MGNREGS in 
India. The total number of Job cards issued 
increased roughly twice in magnitude in the first 
successive year of the introduction of MGNREGS 
from 3.78 crore in FY 2006-07 to 12.92 crore in FY 
2015-16. The Employment Provided to Households 
has rise from 2.10 crore in 2006-07 to 4.81 crore in 
2015-16 except For few years in between the time 
period shown. The participation of Scheduled 
Castes, Scheduled Tribes and Women has been 
significantly large and this shows the success of the 
scheme to reach weaker sections of the society and a 
road to financial  inclusion. The Women 
participation has risen from 40 percent in FY 2006-
07 to more than half of all the Participants, being 54 
percent in 2015-16. However the participation of 

SCs and STs comprise of around 40 percent and has 
shown a decline since the scheme has been 
introduced. Average number of Persondays 
(workdays) per Household has increased since 
2006-07 from 43 to 54 in 2009-10 but again 
decreased to 49 in 2016-17 which is not even half of 
the guaranteed 100 days.

The table 3 indicates demographic information of 
the sample respondents. Total 120 sample 
respondents were selected for this survey, 80 male 
participants whereas 40 female participants were 
considered.

The age wise classification of the respondent shows 
that majority of participants were found below 30 

Data Analysis

Demographic Profile of Respondents

http://www.nrega.nic.in/netnrega/home.aspx
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age group 39.17% (n=47) where 33.33% (n=40) 
respondents belonged to age group between 31 to 
40. Rest of the participants, 27.5% belonged to 41 
years and above.

The religion classification indicates majority 
(95.83%) of participants were Hindus, while 4.17% 
participants were Muslims. It is important to note 
down at this time that none of our participants 
belonged to religions other than Hindu and Muslim.

Cast wise classification of the respondent showed 
that majority (69.17%) of our participants were 
belonged to OBC category. The second majority 
(28.33%) of the participants found to belong to ST 
category. Only 2.5% participants belonged to SC 
and Open Category.

The data regarding marital status of the respondent 
shows that 95 %(n=114) of the total participants 
were married. Rest of the participants were either 
unmarried (2.5%) or separated (0.83%) or 
widow/widower (1.67%). 

Analysis of educational qualification of the 
respondent indicates that 52.5 %(n=63) had 
received only primary education while 18.33% 
(n=22) had received secondary education. Out of 
120 respondent 28.33% (n=34) were deprived of 
any formal education. It is important at this time to 
say that only 1 participant had received higher 
secondary education. None of our participants could 
endeavor to pursue higher education.

Table:3 Demographic Profile of Respondents

Characteristics Unit Total No Actual No Percent
Gender Male Nos. 120 80 66.67

Female 40 33.33
Age Group 18 – 30

Nos. 120

47 39.17
31 to 40 40 33.33
41 to 50 20 16.67
Above 50 13 10.87

Religion Hindu

Nos. 120

115 95.83
Muslim 5 4.17
Christian 0 -
Other 0 -

Caste SC

Nos. 120

1 0.83
ST 34 28.33
O.B.C 83 69.17
OPEN 2 1.67

Marital Never Married

Nos. 120

3 2.5
Married 114 95
Separated 1 0.83
Widow/Widower 2 1.67

Education Status Illiterate

Nos. 120

34 28.33
Primary 63 52.5
Secondary 22 18.33
Higher Secondary 1 0.83
Bachelor’s degree 0 -
Other/Technical 0 -

Main Occupation Own Agriculture Management

Nos. 120

7 5.83
landless agriculture labour 35 29.17
marginal agriculture and paid
agricultural labour

56 46.67

Seasonal trading 5 4.17
Livestock rearing 5 4.17
Non farm labour 12 10

Ration card
holding Pattern

A.P.L
Nos. 120

56 46.67
B.P.L 64 53.3
A.R.C 0 -

Family Types Joint Nos. 120 53 44.17
Nuclear 67 55.83

Sources: Survey Data
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Occupation wise classification of the respondents 
shows that majority (46.67%) of participants Were 
Farm labourers and 29.17% (n=35) participants 
were landless labourers. Other professions of the 
participants include own agriculture (5.83%), 
Trader (4.17%), animal husbandry (4.17%) and 
nonfarm labour (10%).

It has been revealed from the above figure -1 that 
before joining MGNREGS 39 per cent of the total 
respondents were able to save their money from 
their earning sources while 61 percent of the total 
respondents were not able to save their money. After 

The above figure-2 mentions saving habit of sample 
respondents before and after joining MGNREGS 
work. The figure shows that before joining 
MGNREGS works 72 percent of the respondents 
preferred to save their money at home in the form of 
hard cash while only 28 percent of the total sample 

Talking of ration card holding status of the 
respondents, 53.33% (n=64) respondents hold BPL 
card while 46.67% (n=56) had APL card .None of 
our participants were ARC card holder. Responses 
on participants' family type presents that 55.83 % 
(n=67) belong to nuclear family background while 
44.17% (n=53) respondents were a part of joint 
family.

joining MGNREGS work 61 percent of the total 
respondents were able to save their money and 32 
percent of the total respondent were not able to save 
their money.

respondents preferred to save their money in bank. 
After joining MGNREGS work 30 percent of the 
total respondents preferred to save their money at 
their home in form of cash while 70 percent of total 
respondents preferred to save their money at bank.
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Table 4: Impact of MGNREGS on Migration  
Sr.No  District  Migration status  Before MGNREGS  Migration status  After MGNREGS  
  Alone  With 

Family  
Never 
Migrate  

Total  Alone  With 
family  

Never 
Migrate  

Total  

1 Anand  0  0  60  60  0  0   60  
(-)  (-)  (50)  (50)  (-)  (-)  (50)  (50)  

2 Godhra  9  20  31  60  07  04  49  60  

(8)  (17)  (26)  (50)  (6)  (3)  (41)  (50)  

 Total  09  20  91  120  7  4  109  120  
(8)  (17)  (76)  (100)  (6)  (3)  (91)  (100)  

Sources: Survey Data  
Note: Figures in parentheses are respective percentage of total  
 

The above table 4: shows the migration status of 
MGNREGS beneficiaries before and after joining 
MGNREGS. In Anand district all beneficiaries were 
never migrated for work so there isn't any impact of 
MGNREGS in case of Anand district. In Godhra 
district 8 percent of total respondents migrated alone 
in searching of work, 17 percent of beneficiaries 
migrated with their family while 26 percent of the 
worker never migrated before joining MGNREGS 
while after joining MGNREGS in case of Godhra 
district 6 percent workers have migrated alone, 3 
percent workers have migrated with their family 
while 41 percent of the total respondents have never 
migrated.

The National overview of MGNREGS 
indicates that there is incessant increase in 

Findings 



total no of issuing job cards from 2006-07 
to 2014-15. The ratio of employment 
provided has increased almost twice in 
magnitude from National overview of 
MGNREGS.

After joining MGNREGS works 29 
percent of total sample beneficiaries were 
able to create their saving from the selected 
study region.

After joining MGNREGS works 42 
percent of the total sample beneficiaries 
preferred to save their money in bank from 
the study area.

Before joining MGNREGS 17 percent of 
the sample respondents migrated with their 






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family and 76 percent of the total sample 
respondents never migrated for work from 
the study area. After joining MGNREGS 
work only 3 percent of the sample 
beneficiaries migrated with their family 
for work and 91 percent of the total sample 
respondents never migrated. So, the study 
reveals that the amount of migration of 
ru ra l  labour de cl i ne d  a fte r  the 
implementation of MGNREGS in study 
sphere.

MGNREGS is the only Scheme in India which 
provides 100 days employment to the rural unskilled 
workers who are willing to work. MGNREGS 
serves as a useful safety net for the unemployed 
especially during famine and drought. It has enabled 
them to generate additional savings, shifting saving 
habit and helpful in reducing the extent of migration 
in study area. 
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Introduction
It is IBM which is the first company to use E-business when it launched a 
thematic campaign built around the term in 1997. Until then, the widely 
used term was E-business. E-business can be defined as the conduct of 
automated business transaction by many electronic communication 
network (e.g., via the internet), end to end. The term end-to-end business 
transaction signifies that a series of automated business processes and 
information system of different companies, which are involved in an inter-
company business transaction, is successfully integrated. Very often 
people use the terms E-Business and E-Commerce interchangeably. E-
Business refers to all business activities conducted in internet by a 
company. In contrast, E-commerce is a part of E-Business; the term refers 
only to the activities involved in buying and selling. This study is focusing 
on the issues relating to e-commerce, such as its importance, issues and the 
solutions. E-Commerce is gaining momentum globally with Asian 
economies like China, India and Indonesia being the fastest growing e-
business markets. E-business in India is growing at a fast pace with an 
estimated size of Rs.43,930 crore in FY13 and a CAGR of 43.8% (FY08-
13). Furthermore, favorable demographic profile (75% of internet users are 
aged between 15-34), limited geographical reach by brick and mortar 
model, increasing internet penetration, increasing smartphone usage & 
declining data charges offer high market potential for e-retailing in India.

Impact of E-commerce into Business: A Case Study of Amazon And 
Flipkart.

Abstract
One of the main characteristics of 
contemporary business houses is 
global competition. Businesses 
around the world compete with 
themselves for enhanced market 
share and increased sales volume. 
In order to reap the profit, firms 
across the globe have adopted E-
commerce as their operation. 
Business firms of developed 
countries like US and UK have 
deployed E-commerce to its 
advantage whereas firms in 
developing countries like India 
have failed to follow the suit. 
Though, it has been widely 
acknowledged by the researchers 
in developing countries is an 
important economic indicator of 
growth; many firms in India still 
have not realized the potential 
benefits of E-commerce. This 
study examines the present status 
of E-commerce in India and 
analyses the performance. The 
s t u d y  a l s o  r e v i e w s  t h e  
performance of two selected E-
commerce sites. The study serves 
as a background for further 
research in E-commerce in India.

Source: www.internetworldstats.com

As per the internetworldstats.com, the top 20 countries in the internet by 
number of users as on June 30, 2012, India ranks 3  after China and US. 
The E-commerce industry is mainly dominated by the travel segment 
which accounts for more than 70% of the transactions of industry and e-
retail's share in E-commerce stands at approximately 12.5%. Both Amazon 
and Flipkart are amongst the most active players in E-business in India. 
The case study of Amazon and Flipkart has been taken to analyse their 
performance and thereby to reach to the conclusion.

Lal (1999) has examined the factors influencing the degree of IT adoption 
by firms. The factors included are entrepreneur characteristics measured 

rd
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http://www.internetworldstats.com
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by entrepreneur's qualification, importance given to 
market share, R&D and quality consciousness, 
firm's international orientation factors measured by 
import and export intensity, work force skill and 
firm size.

Kshestri (2001) has indicated that the twin forces of 
globalization and multiple revolutions in ICT are 
fuelling the growth of global E-commerce. 
Globalization has caused for the availability of cost 
effective product as this has enhanced the level of 
competition worldwide. Technology has enabled 
the supplier across the globe to synchronize with 
each other and to create win-win situation for each 
other. 

Dasgupta & Sengupta (2002) have examined the 
future and prospects of E-commerce in Indian 
Insurance Industry. Insurance sector is a vital sector 
and e-commerce has enabled the customers to 
compare between various schemes available in the 
better manner in order to choose the most suitable 
policy from the particular company depending upon 
the requirement. The status of e-insurance in India is 
still formative stage, but stands to gain particularly 
from the rural markets since the availability of 
insurance agent is very less compared to urban 
markets. 

Eben [2003] has presented and reviewed the impact 
of information security for e-business with 
emphasize on the security threats and potential 
losses that could arise from those vulnerabilities. E-
business security is analyzed as consisting of 6 
dimensions: confidentiality, integrity, availability, 
legitimate use, auditing and non-repudiation. His 
study has proposed that designing a comprehensive 
and systematic security policy is a need for 
implementing e-business security. E-business 
security can only be effective if it is regarded as part 
of an overall corporate information security risk 
management policy. The study has suggested for  
security management strategy.
Srinivasan [2004] stated that success of an e-
business rests on many factors. An e-business must 
strive to achieve over a period of time. The study has 
suggested some contributing factors for gaining 
customer trust are: appeal of the Web site, product or 
service offerings, branding, quality of service and 
trusted seals. Trust can be viewed from many angles 
such as transaction, information content, product, 
technology and institution. People trust a business 
based on their own past experience as well as by 

third party recommendations. His study has 
concluded that the e-businesses are accessible from 
anywhere at any time, there are additional 
impediments in building and maintaining trust. 

Vasilis [2006] has analyzed the attitude of both e-
business and perspective of e-partners toward the 
risks which are born by using the Internet as the 
communication channel. The risks are highly 
correlated and shape the trust of an e-customer 
towards an e-business. His study has mentioned the 
criteria of the characteristics which influence and 
shape the trust of  an organization that: “the older the 
site, the higher the trust”. Sometimes, people will 
think that the site which is able to offer good product 
that particular site should not have much of critical 
security problems since it needs powerful security 
tool or software to prevent other companies from 
imitate their products.

The main objective of the study is to identify the key 
issues relating to the performance of E-business in 
India by taking case study to increase the awareness 
regarding security and understanding the trust 
involved in e-business.

This segment of any research is very vital to 
researchers. The existing study is based on purely 
secondary data. The data has been collected through 
using the library, internet and of published/ 
unpublished data journals/periodicals. Amazon 
India and Flipkart have been selected for the case 
study. Percentage and averages have been used for 
the comparison and analysis for the purpose of 
study.

 is an American electronic commerce and 
cloud computing company with headquarters in 
Seattle, Washington. It is the largest Internet-based 
retailer in the US. Amazon. is the site especially for 
India.  is founded in 2007 as an e-
commerce company by Sachin Bansal and Binny 
Bansal. The company is registered in Singapore, but 
has its headquarters in Bangalore. Amazon looks to 
be turning the heat on Flipkart. The US online retail 
giant has caught up with its Indian rival on the web. 
While Flipkart still leads by a distance in the mobile 
app space which accounts for nearly three quarters 
of e-commerce traffic, the gap is narrowing fast. 

Objective of the Study

Research Methodology

Data Analysis and Interpretation:
Amazon

Flipkart
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Fig-1: Net Loss/Revenue of Flipkard vs. Amazon

Source: Ministry of Finance

Even though the net loss of Flipkart is higher to that 
of Amazon but it more than makes it up with 10 
times the revenue of that of Amazon in the FY2015. 
The app launched by Flipkart was a booming step.
Flipkart's app ranking in India moved up 10 
positions to No. 1, while Amazon India's ranking 

 

moved up 16 positions to No. 2, and Snapdeal's 
ranking moved up 23 positions to No. 4 on the 
Android platform. The app rankings take into 
account traffic, engagement, uninstalls, downloads 
and velocity of downloads, among many other 
parameters. 

Table-1
Items Amazon Flipkart

Fans 50,31,566 52,35,996
Posts 43 64
Engagement 87,469 2,25,220
Avg. Engagement 2,034 3,519
People Talking 35,668 55,083
Source: http://www.mondovo.com

The table-1 shows the item wise comparison for the 
month of October, November, December, 2015. 
Flipkart has taken the better marketing leverages as 

compared to  with respect to item wise 
criteria.

 Amazon

Table-2 A Comparison of various Fee Charges & Payout period between Popular Online Stores
Basis FLIPKART AMAZON EBAY INDIA SNAPDEAL Shopclues

Subscription Fees Free INR 499/month
INR 499/month
basic store Free Free

Listing Fees Free INR 10/sale
Free for First 100
Products Free Free

Payment Gateway
Fee None None

4.5 Paisa Pay Fee
+12.36 Service Tax None None

Commission 4-20% 5-15% 1-7% 4-20% 4-20%

Payout Period

Dispatch Date +
7 Business Days

7-11 Days upon Customer
Satisfaction

Dispatch Date +
7 Days

Every Wed for all
orders
completed before
Monday

Source: http://www.mondovo.com

http://www.mondovo.com
http://www.mondovo.com
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As it is depicted from the table that Amazon has to 
incur subscription as well as listing fees therefore, it 
has a higher cost of services and pay out period as 
compared to Flipkart. This rivalry between the sites 
leads to the customers as the winner, who gets the 
products in cheaper price.

Fig-2: People Talking

Source: http://www.mondovo.com

People are not just talking but also engaging with the 
brand. This is just the Total Engagement that has 
happened in the last 3 months. This includes likes, 
comments and shares with their posts. The more will 
be sharing and likes the more will be the publicity. 
Marketing theory says that one satisfies customer 
brings ten more customers when one dissatisfied 
customer blocks twenty more customers. And 
Flipkart is again way ahead in this department.

Fig-3: Pages Likes 

Source: http://www.mondovo.com

It can be noticed that both the companies have 
almost a 5 million likes to their social media uploads 
and ads. Flipkart is just above by 150 million likes. 
This seems fair when Amazon India was a late 
entrant whereas Flipkart's page is since 2008-2009.  
The number of people talking about these brands in 
the last 3months can be observed and can be 
concluded that Flipkart is way above Amazon.

Fig-4: Quality Users

In context of no of quality users also Flipkart leads 
the department but not by a great margin as the 
difference is merely 6% in terms genuine customers 
or users.

Fig-5:Total Engagements

Source: http://www.mondovo.com

The Engagement by Admins of the pages in the last 
30 days. Flipkart seems to either have more folks 
working on social media or Amazon is just moderate 
when it comes to engagements by admins. In any 
case Flipkart wins again by miles.

Fig-6: Admin Total Posts &Per Day

Source: http://www.mondovo.com

As can be seen Flipkart is way ahead in their game 
when comes to posting each day. This is mainly due 
to the recent launch of facility of chat and shop 
introduced by Flipkart which allows the buyers to 
simultaneously query from their friends before 
ordering a product.

http://www.mondovo.com
http://www.mondovo.com
http://www.mondovo.com
http://www.mondovo.com
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Ratio of Link, Videos, Photos In 360 Degree View

Source: http://www.mondovo.com

The above pie chart represents the videos, links and 
photos browsed in those three months. It can be 
clearly seen that flipkart has been browsed through 
various links various amazon through various 
photos & videos. This is so because in the form of 
suggested link flipkart has promoted itself to a large 
extent.

Fig-8: Traffic Comparison Unique Visitors in 
Million 

Source: ComScore data

Snapdeal is another site that has been chosen to 
compare the unique visitors along with the two 
selected sites. This shows that in the year 2015, 
Amazon has more traffic /visitors a month than both 
Flipkart & Snapdeal as supposed to last year where 
Flipkart had 13 million visitors in comparison to 
Amazon and Snapdeal which had close to 10 million 
unique visitors.

Fig-9: Average Engagement Breakup per Posts

So, each time they post, the number of audience 
Flipkart attracts is huge when compared to Amazon. 
That shows how creative Flipkart than Amazon 
when comes to drawing attention. Creativity has 
been the weapon against competition for Flipkart.
Flipkart has 3.9% more fans than Amazon India. 
Flipkart posts more than 2.1 posts a day and has been 
the most active page during this 3 months' period. 
Flipkart has got the highest engagement numbers 
with 215,941 likes, 2,119 shares and 7,140 
comments on its' 64 posts in the last 3 months. The 
Flipkart is not only the leader in terms of 
engagement numbers but also in driving the most 
engagement per post. In the last 7 days, Flipkart has 
got the most people talking about its' page as 
compared to the other pages. Here goes the twist.

  

It can be observed that even if the loss trend 
continues, the market share can be captured by 
identifying customer's requirement and the means 
of satisfying them. The following factors have been 
identified for the successful survival and 
profitability in case of online sites:

1. Creativity is very much essential and 
continuous process for e-business. This 
can be the ultimate option which will help 
in this cut throat competition.

2. Publicity through messages to mobile 
phone which can be easily accessed

3. Ensure that the management team aligns 
with E-business agenda. Bad delivery, late 
delivery can be the reason to bring the site 
down in ranking.

4. All the initiative should be built on the 
strength of the organisation and should 
take the full advantage of the opportunities 
in the market.

5. Commitment of financial, infrastructural 
and human resources. If these resources do 
not exist, some of the e-business activities 
can be out-sourced to alliance partners or 
to third parties

Conclusion

http://www.mondovo.com
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6. Review of important issues like E-
marketing, E-cash, E-procurement, 
Security and trust issues.

 The current status of a particular site can be traced 
by observing peoples likes, post, comments and 
unique visitors. And corrective measures can be 
taken in order to continue business to indefinite 
period.
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Introduction
The Indian retail industry has undergone high growth over the last decade 
with a noticeable shift towards organized retailing formats. The industry is 
moving towards a modern concept of retailing. The size of India's retail 
market was estimated at US$ 435 billion in 2010. India's retail market is 
expected to grow at 7% over the next 10 years, reaching a size of US$ 850 
billion by 2020. It has been anticipated that traditional retail will grow at 
5% and reach a size of US$ 650 billion (76%), whereas organized retail at 
25% and which shall reach a size of US$ 200 billion by 2020. India is at the 
fourth position in terms of retail investment amongst 30 emerging markets, 
stated by A T Kearney, a US based consulting firm in its Global Retail 
Development Index (GRDI) 2011. The Indian retail sector accounts for 22 
per cent of the country's gross domestic product (GDP) and contributes to 8 
per cent of the total employment. Amongst global retailers India continues 
to be the most attractive investment propositions. Cumulative foreign 
direct investment (FDI) inflows in single-brand retail trading, during April 
2000 to June 2011, stood at US$ 69.26 million. Till now FDI up to 100 per 
cent was allowed for cash and carry wholesale trading and export trading 
under the automatic route, and FDI up to 51 per cent was allowed in single-
brand products, with prior government approvals. With a prior government 
approval FDI upto 51% was allowed in single brand products and for 
further liberalizing 100% in single brand retailing. This policy initiative is 
expected to provide further fillip to the growth of the sector.

Employee turnover has always been a matter of concern for organizations. 
Employee turnover has a major influence on both the organization as well 
as the employees. Inadequacy of Human Resources Planning has been 
cited as the reason why most Retail organizations today are facing a chaotic 
situations as they did not onset plan their workforce, had no systematic 
human resource (HR) management programme that put the organizations 
goals first and the decay in the retail industry is evident as the level of 
frustration is equally high; and the “marketplace” trend of organization is 
becoming a reality (Goetz, 1989). The cause of this unfortunate 
development is primarily a lack of human resource planning.
How to reduce employee's turnover intention is a very pivotal challenge for 
today's HR managers. Traditional and old Human resource practices like 
higher pay and better incentives and employee's motivational techniques 
have been ineffective. The aim of manpower planning is to ensure that 
people with the right skills and characteristics and available to the 
organization at their disposal. Attrition which is faced by retail stores in 
Ahmedabad.  Lack of proper planning also results into high employee 
turnover. Skilled employees are hopping from job to job and along with 
them they take the customer information and technical expertise that a 
company needs. Their salaries are increasing along with their perks, 
benefits and bonuses. This study is carried out to trace out the most 
influencing factor of attrition and the intention to attrition.

Manpower Planning

Manpower Planning- A Strategy to Mitigate The HR Challenges in 
Retail Sector

Abstract
In the era of continuous growth 
and rapid change, the human 
resource of every organization 
seeks to achieve growth in terms 
of recognition, monetary and non 
m o n e t a r y  g r o w t h  a n d  
intellectually stimulating task. 
The retail sector encompasses 
majority of youth of the economy, 
retaining and utilizing them 
becomes a challenging task in 
such a sector when attrition is at its 
peak. The Objectives of the study 
is to provide control measures to 
ensure that necessary resources 
are available as and when 
required, to obtain and retain the 
quantity and quality of human 
resource required in retail sector, 
to access and forecast the future 
skill requirement of human 
resource in retail sector. The 
method that was used was a 
planned Primary research which 
was used for the study purpose. A 
survey was conducted at retail 
stores in Ahmedabad. A structured 
Questionnaire related to factors of 
Attrition was given among 102 
employees and samples were 
co llected  on the basis o f  
conven ience sampling and  
hypothesis was generated for 
future research . Data was 
analyzed using SPSS. To identify 
factors of Attrition data was 
analyzed using  parametric  
statistics. Statistical analysis of 
Correlation was applied to the 
data. . Also all dimensions of 
Attrition were used in the analysis. 
The results generated from the 
research findings clearly show 
that the factors responsible for 
Attrition were Career Growth, 
Working Condition, Pay Scale, 
N at u re  o f  wor k  a nd  Job  
Satisfaction. The result had 
significant correlation with the 
factors of Attrition.
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Literature Review
Manpower planning is the term used to describe 
how companies ensure that their staffs are the right 
staff to do the jobs. The Key goal of Manpower 
Planning is to get the right number of people with the 
required skills, experience and competencies in the 
right jobs at the right time and at the right cost. Vetter 
(1967) has defined Manpower Planning as the 
process by which management evaluates how the 
organization should shift from its current manpower 
position to its desired position.
The process of quantifying the total number human 
resource with the adequate skill set over a period of 
time is the function of manpower planning. 
Manpower Planning which is also called as Human 
Resource Planning consists of putting right number 
of people, right kind of people at the right place, 
right time, doing the right things for which they are 
suited for the achievement of goals of the 
organization.

Ozay Mehmet, (1972), examined the Manpower 
planning/HRP and labour markets in developing 
countries. He argued that disaggregated manpower 
research, focused on existing problems and 
conditions in employment markets, and would be 
even more beneficial to economic development 
policies than the sort of abstract macro planning 
aimed at forecasts of long term manpower 
requirements which has been highly fashionable 
during the last decade.

Harvey Kahalas,Wayne.E.Leininger, 1976 
observed the manpower planning /HRP model for 
organizational effectiveness. He argued that micro-
manpower planning is now starting to emerge as a 
process for supporting individuals and firms to play 
an active role in developing integrated approaches 
and facilitating interrelationships within an 
organization.
Margaret Slater, (1980) assessed the Manpower 
planning/HRP and research. He indicated that the 
best entry point or initial approach to manpower 
planning is via term definition. He had suggested to 
keep this term-defining concept in mind whenever 
we think, talk, or write about the subject, because the 
very label manpower planning in itself is ambiguous 
and capable of multiple interpretations.

The functions of Manpower Planning are to assists 
organizations to recruit, maintain, and optimize the 
deployment of the personnel needed to meet 

business goals and reciprocate to the external 
environment for sustenance.

The process involves carrying out a skills analysis of 
the existing workforce, carrying out manpower 
forecasting, and taking action to ensure that supply 
meets demand. This includes the development of 
training and retraining strategies, Engagement 
activities, Rewards, Promotions, Recognitions and 
Opportunities.

Manpower Planning entails taking care of current 
and future manpower requirements of the 
organization (Frantzeh, 1981). There is a close 
relationship between manpower planning and 
strategic organizational planning. This is for 
effective manpower plan, there must be a reliable 
input or information so that whenever in future 
organization requires it already has the manpower 
with the type of skills required.

Dessler, (2001), examined that human resource 
planning is an ongoing process that is dynamic 
involving many interrelated activities which must 
be changed and updated as conditions require. It 
encompasses the planning and development of 
human resource program, such as recruitment, 
performance appraisal, and training to ensure that 
people's needs in the organization are met. Dessler 
(2001) further evaluates human resource planning 
as employment planning which, is the process of 
formulating plans to meet the future openings based 
on an analysis of the positions that are expected to be 
open and whether they will be internally or 
externally.

(i) To provide control measures to ensure that 
necessary resources are available as and 
when required.

(ii) To access and forecast the future skill 
requirement of human resource in retail 
sector.

(iii) To identify various factors that leads to 
attrition

This research represents an integration of past 
research and theory that models the implementation 
and adoption of Manpower Planning for effective 
control of Attrition which is the biggest challenge in 
the Retail Industry.

Objectives of the study

Research Methodology

Problem Identification
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In retail sectors the problem of Attrition is addressed 
as one of the challenges that are faced by the entire 
organization which results into hampering the 
growth of the organization. The scope of the study is 
limited to the challenge of  Attri tion in 
Organizations. It also emphasize on many factors 

such as Attrition, Lack of skilled manpower, Stress, 
Attrition, Poaching, Career growth, Salary, Work 
atmosphere, Job security, Rewards and Recognition 
that accounts for the growth and development of the 
organization.

Figure 1 Study framework

Type of Research Method is Descriptive in nature. 
The data is collected through primary sources

such as direct observation, interview, survey and 
questionnaire. This data is collected from the 
employees of Ahmedabad working at top retail 
stores. The sample size for research is taken to be 
102 as for whole area of organization. Convenience 
sampling method used is as selection of units is 
based on easy availability and accessibility. The 
statistical tools used to in this study are correlation 

 

which will identify the relation between the 
variables and thus define the objective result. 

: There are 4 
independent variable used in the study: Job 
Satisfaction, Pay Scale, Nature of work, 
Working Condition.

There are 2 
Dependent Variable: Attrition and Career 
Growth

Type of variable:

a.

b.

Independent variable

Dependent Variable: 

Hypothesis to be tested
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Figure 2 Hypothesis framework
Hypothesis
Ho1: 

 Ho2: 

Ho3: 
 Ho4: 

Data Interpretation and Analysis

Pay and Benefits

There is no significant relationship between 
Career Growth and Working Condition. There 
is no significant relationship between Pay Scale and 
Career Growth.

There is no significant relationship between 
Nature of work and Career Growth. There is 
no significant relationship between Job Satisfaction 
and Attrition.

The growing companies require human resource to 
sustain the ever dynamic market. The retail industry 
undergoes high levels of turnover due to numerous 
factors.

The main reasons for higher attrition are very low 
pay and limited job benefits. Retail workers like 
cashiers, stockroom workers, salespeople and 
managers often receive low wages that may be at or 
near the minimum wage. Moreover they also lack 
control over their schedules and authority on their 
schedules. Due to which a new job with 
comparatively better pay and convenient working 
schedules are extremely attractive to them.

Attrition in Retail Industry

Opportunities for Advancement

Young Workers

Personal Fulfillment

The retail sector is an extremely advancing sector 
but the irony is that the job roles lack stability and 
growth in their own self. This in turn stimulates the 
employee to grow faster by switching from one job 
to another and acting on many opportunities rather 
than valuing their current job.

Majority of the workers in retail sectors are 
youngsters and teenagers, who join without having a 
long term future planning and commitment. At 
times they take up these jobs for extra pocket money 
or survival therefore lacking a future plan and this 
leads to greater turnover.

Retail jobs tend to be monotonous and dull and these 
factors also contribute to the increasing attrition in 
the sector. Employees are not able to express their 
creativity, intellect in performing the task allotted 
and they are not challenged which causes boredom. 
An employee enjoys a positive and fun environment 
to grow and stabilize.
In the survey conducted it was evaluated that 89% of 
employees love to go to office whereas 57% wish 
that they had the options of other working shifts and 
43% declined the idea.

Table1: Perception of employees towards workplace

Sr.
No

Items Strongly
Agree

Agree Neutral Disagree Strongly
Disagree

1 I have clear sense of future direction in this office 45 35 15 5 0
2 The atmosphere of this office is friendly 80 12 8 0 0
3 My supervisor understands me and appreciates my work 46 45 7 0 2
4 The workload in this office is distributed equitably 33 48 19 0 0
5 There are sufficient roles for staff to avoid job monotony 62 16 22 0 0
6 I have a clear understanding of how my job performance

is measured
79 11 10 0 0

7 I receive a constructive feedback about the quality of my
work

59 15 5 21 0

8 I know exactly what is expected of me as an employee 79 16 5 0 0
9 This office has regular staff meetings to plan and

coordinate work
80 5 15 0 0

10 I received a through orientation to this office and my job 70 3 27 0 0
11 There are good incentives for the staff 30 40 20 0 10
12 I am satisfied with my pay scale and benefits 10 10 60 10 10
13 There are lots of skill development opportunities 70 0 30 0 0
14 This office has scope for career growth 70 10 20 0 0
15 Organization provides millennial enough opportunities to

learn
80 3 17 0 0
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The table above consolidates the perception of 
employee towards their organization on a five point 
Likert's scale. A clear understanding of future 
directions in the organization is perceived by 45% of 
the employee's office whereas only 5% disagree. 
Mostly the employees perceive the organization 
culture as friendly. There is a large difference in the 
workload at the office distributed equitably 

perceived by the employee at 49% agree and 19% 
neutral. I receive a constructive feedback about the 
quality of my work also varies between 59% 
strongly agree 21% disagree. A through orientation 
is received by the employees towards their job and 
organization. The perception towards incentives 
received also varies from 30% to 10% strongly 
agrees and strongly disagrees.

Table 1.1 Factors missing in current and previous job

Sr.
No Factors

% factors
missing in

Previous job

% factors missing
in current job

1 Flexible Working Hours 14 14
2 Scope for Career growth 10 12
3 Working Environment 14 16
4 Recognition 15 19
5 Remuneration 14 15
6 Scope for skill development 10 7
7 Job Satisfaction 13 10
8 Approachable Supervisor 2 2
9 Feedback 2 1
10 Motivation/ Incentives 2 2
11 Job Security 2 1
12 Cooperative Peers 2 1

Here, 14% of the people say that flexible working 
hours was missing in their previous job, for 10% of 
the people its career growth, for 14% of people it's 
working environment, for 15% of the people it's 
recognition, for 14% of the people it's remuneration, 
for 10% of the people it's scope for skill 
development, and for 13% of the people it's the job 
satisfaction that was missing in their previous job.

In the table above 14% of the people say that flexible 
working hours is missing in their current job, for 
12% of the people its career growth, for 16% of 
people it's working environment, for 19% of the 
people it's recognition, for 15% of the people it's 
remuneration, for 7% of the people it's scope for 
skill development, and for 10% of the people it's the 
job satisfaction that is missing in their current job.

Table: 1.2 Factors of leaving last job

Sr. No Factors of leaving last job Percentage
1 Lack of Recognition 16
2 Monotonous Job 11
3 No scope for Career Growth 11
4 No/ Low Incentives 10
5 Remuneration not par 6
6 Discrimination 7
7 Unclear Job Roles 12
8 Pressure from supervisor 5
9 Multiple Bosses 4
10 High pressure of work 6
11 No scope for skill development 6
12 Lack of Motivation 6
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Here, 16% of the people say that lack of recognition 
was the reason why they left their last job, for 11% of 
the people its monotonous job, for 11% of people it's 
no scope for career growth, for 10% of the people it's 

no/low incentives, and for 12% of the people it's the 
unclear job roles so these were the reasons why they 
left their last job.

Table 1.3 Factors important at workplace

Sr. No Factors important at workplace Percentag
e1 Career growth 20

2 Flexible Working Hours 20
3 Remuneration 20
4 Cooperative Supervisors 6
5 Feedback 6
6 Job Rotation 16
7 Job Security 6
8 Flexible Working Hours 20
9 Remuneration 20
10 Motivation 6

Here, 20% of the people say that the most important 
factor for them in the workplace is the career 
growth, for 20% of the people its flexible working 
hours, and again for 20% of people it's the 
remuneration and for the 16% of the people it's the 
job rotation that is an important factor for them in 
workplace

Data Analysis

Ho1: 

Ha1: 

The hypothesis to be tested is as follows:
Hypothesis 1

There is no significant relationship between 
Career Growth and Working Condition.

There is significant relationship between 
Career Growth and Working Condition.

Career growth Working condition
Career growth 1
Working condition 0.624049427 1

r=0.5684

Since, the value of r is 0.5684 which is greater than 
0.5, so there is a positive correlation between Pay 
Scale and Career Growth. This also says that when 
people receive a higher pay scale or when their pay 
scale increases they tend to believe that their career 
is growing.

Ha2 is accepted.

Ho3: 

Ha3: 

Hypothesis 3

There is no significant relationship between 
Nature of work and Career Growth.

There is significant relationship between 
Nature of work and Career Growth.

Since, the value of r is 0.6240 which is greater than 
0.5, so there is a positive correlation between Career 
Growth and Working Condition. This also says that 
when the working condition of the organization is 
good, people find the scope of growth in their career.

Ha1 is accepted.

Hypothesis 2
Ho2: 

Ha2: 

There is no significant relationship between 
Pay Scale and Career Growth.

There is significant relationship between Pay 
Scale and Career Growth.

Pay scale Career growth
Pay scale 1
Career growth 0.568412609 1
r=0.5684

Nature of work Career growth
Pay scale 1
Career growth 0.555650169 1

r=0.5556
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Since, the value of r is 0.5556 which is greater than 
0.5, so there is a positive correlation between Nature 
of work and Career Growth. This also says that 
when people find the nature of work to be good, 
when they are aware about their roles and 
responsibilities they believe that their career can 
grow.

In retail stores, taking into consideration all the 
factors, going through the policies and procedures 
of the company, working upon various HR practices 
such as recruitment, Welfare, Performance 
Appraisal, Payroll and Employee Engagement, It 
was observed that Attrition is a very Crucial factor 
which should be worked upon as it will improve the 
Productivity of the Organization, the interest level 
of the employees and also the retention rate which 
would be beneficial for the company.

According to the research the results derived were as 
follows: a positive correlation between Career 
Growth and Working Condition was found which 
states that when the working condition of the 
organization is good, people find the scope of 
growth in their career.
Second result was regarding Pay Scale and Career 
Growth which also stated a positive correlation 
between the both which means when people receive 
a higher pay scale or when their  pay scale increases 
they tend to believe that their career is growing. 
Lastly, more the nature of work is found to be good, 
the more they are aware about their roles and 
responsibilities the more they believe that their 
career can grow.

These findings have concluded that there are indeed 
some major factors responsible for Job Satisfaction 
in a retail sector which leads to attrition and 
retention of employee work force. Those factors are 
career growth, Nature of work and pay scale. Lastly, 
Employee Retention is a function of the HR 
department encompassing the reduction of attrition 
and in turn improving the activities at work. The 
ultimate aim is happier, loyal employees that 
actively want to remain with the company. One of 
the most difficult and initial task is that of measuring 
the key factors that influence retention rates, such as 
employee engagement, salary expectations, 
perception of working environment and perception 
of managerial ability.

Ha3 is accepted.

Findings and Recommendations

Once the biggest influencers of employees leaving 
have been identified, initiatives can then be planned 
and implemented to improve the retention rate. 

Research has shown that career growth is very 
important influencing factor in deciding the 
retention in the organisation. Thus, career 
growth should be given importance in the 
organisation for the employees so that they can 
be retained and work for the sucess of the 
organisation.
Organisation should identify the working nature 
of employees in which they are supposed to 
work. Working Nature is directly related to 
career growth of the employee which will 
enhance the retention rate in the organisation.

Pay scale and remuneration also plays an 
important role in retaining the talent pool in the 
organisation. Pay scale plays a motivating factor 
for the employees working in the organisation.
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Introduction

Literature Review:
Azim (2012)

Brown and Caylor (2004)

Corporate Governance may be defined as a set of systems, processes and 
principles which ensure that a company is governed in the best interest of 
all stakeholders. It is the system by which companies are directed and 
controlled. It is about promoting corporate fairness, transparency and 
accountability. In other words, 'good corporate governance' is simply 'good 
business'. It ensures: adequate disclosures and effective decision making to 
achieve corporate objectives, transparency in business transactions, 
statutory and legal compliances, and protection of shareholders' interests 
and commitment to values and ethical conduct of business for all its 
stakeholders. The aim of "Good Corporate Governance" is to ensure 
commitment of the board in managing the company in a transparent 
manner for maximizing long-term value of the company for its 
shareholders and all other partners. It integrates all the participants 
involved in a process, which is economic, and at the same time social. The 
root of the word governance is from 'gubernate', which means to steer. 
Corporate Governance would mean to steer an organization in the desired 
direction. The responsibility to steer lies with the board of 
directors/governing board. Governance is concerned with the intrinsic 
nature, purpose, integrity and identity of an organization with primary 
focus on entity's relevance, continuity and fiduciary aspects. The primary 
participants in a corporation are shareholders, management-led by the 
CEO and the Board of Directors. There are other participants as well such 
as the employees, customers, suppliers, creditors and the community. 
Keeping in view the interest of various stakeholders in a company, 
corporate governance is concerned with effective management of 
relationships. It requires the formulation of the value framework, the 
ethical framework and the moral framework which will guide the decision- 
making process. Various Committees have given Code of Corporate 
Governance like Confederation of Indian Industry (CII) Desirable 
Corporate Governance Code, Corporate Governance Code given by the 
Kumar Mangalam Birla Committee set up by the SEBI, Task Force on 
Corporate Excellence through Governance given by the Department of 
Company Affairs (DCA) under the chairmanship of Dr. P.L. Sanjeev 
Reddy, Secretary, DCA and Corporate Governance Code given by the N.R. 
Narayan Murthy Committee set up by the SEBI in the year 2002. The 
recent statute Companies Act, 2013 has added some provisions in Clause 
49 and it is included in this research.

 used Structural Equation Modeling (SEM) and observed that 
some governance mechanisms have positive covariance, while some have 
negative covariance. Thus, he arrived at no consistent and significant 
relationship between governance mechanisms and financial performance 
(as proxied by ROE, ROA, Market to Book Value Ratio, Price - Earnings 
Ratio and Dividend Yield).

 determined that board composition was the 

Implementation of Corporate Governance and Its Impact on 
Performance of NSE Listed Selected Non – Banking Financial 
Companies in India

Abstract
There is a global consensus about 
the objective of 'good' corporate 
governance i.e., maximizing long-
term shareholder value. Corporate 
Governance is about promoting 
corporate fairness, transparency 
and accountability. The main 
objective the present study is to 
f ind  ou t  t he  a ppr opr ia te  
implementation of Corporate 
Governance in NBFCs with 
reference to LIC Housing Finance 
Ltd., Bajaj Finserve Ltd. and 
Shriram Transport Finance Ltd. 
and Compare the findings with 
their profitability performance. 
The entire study is based on 
secondary data. The data has been 
collected from published annual 
reports of last 2 years on their 
websites. For evaluation purpose, 
this research paper is divided into 
three parts. Based on different 
elements of and with the help of 
secondary data, this work has 
analyzed and evaluated the 
practice of corporate governance 
in three NSE Listed NBFCs. In the 
first part, the concepts of corporate 
governance like evolution of 
corporate governance in Indian 
scenario, role and importance of 
corporate governance in Non 
Banking Finance sector has been 
discussed. The second part 
analyses the practice of corporate 
governance as determined in three 
NSE Listed NBFCs with the help 
of elements like board practices, 
stakeholders and transparent 
disclosure of information and 
third part of the paper gives 
findings of the study. The findings 
suggest that good governance 
resulted through appropriate 
implementation of corporate 
governance in NBFCs leads to 
increase in their profit and 
valuation.
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most important driving factor among the core 
factors of Corporate Governance Quotient (CGQ). 
They also found positive correlation between 
industry-adjusted CGQ scores and financial 
performance measures - shareholder returns, 
profitability, and dividend payouts and yields.

 analyzed the linkage of 
corporate governance ratings and financial 
performance, and found positive but not significant 
relationship between them.

To evaluate the implementation of corporate 
governance practice in Non- Banking Financial 
Companies through a Corporate Governance 
Model of three NSE Listed Non- Banking 
Financial Companies.

To compare the implementation of corporate 
governance practice in Non- Banking Financial 
Companies and financial performance of these 
NBFCs. 

The Study is based on NSE Listed three NBFCs 
,  and 

 The entire study 
is based on secondary data and the data has been 
collected from published annual reports of last 2 
years on their websites. Corporate Governance 
Code in the year of 2014-15 includes Revised clause 
49 applicable from 1st October, 2014 and 2015-16 
includes Revised clause 49 & Listing Obligations 

Van de Velde et al. (2005)

Objectives of the Study:

Research Methodology:
LIC 

Housing Finance Ltd. Bajaj Finserve Ltd.
Shriram Transport Finance Ltd.





and Disclosure Requirements Regulations, 2015 
(LODR) applicable as on 2nd September, 2015.
Corporate Governance in Non – Banking 

Financial Sector

 

Implementation of Corporate Governance in 
Three NSE Listed NBFCs based on Model
(On the Basis of year 2015-16 and 2014-15)

Three NBFC governance and transparency: Reserve 
Bank takes a step forward
http://indianexpress.com/article/business/economy
/nbfc-governance-and-transparency-reserve-bank-
takes-a-step-forward/ years after a panel headed by 
former Reserve Bank of India deputy governor Usha 
Thorat proposed stringent norms for non-banking 
financial companies, the RBI has finally acted. The 
central bank has implemented higher capital 
requirements, regulatory alignment with banks, 
enhanced disclosure requirements and tighter 
corporate governance norms — all measures that 
will strengthen the NBFC sector structurally and 
safeguard the interests of customers and investors. 
Latest RBI measures will impact profitability and 
asset quality of NBFCs in the short term, but they 
will bring in more transparency and improve 
NBFCs ability to withstand asset quality shocks in 
the long run. “Mandatory investment grade credit 
rating helps to safeguard depositors. The limit on 
deposits improves safety for public depositors. 
However, majority of deposit taking NBFCs are 
already compliant,” said a study by Care Ratings. It 
says governance and disclosure norms will improve 
corporate governance and accountability of 
systemically important NBFCs and improve 
transparency. It will also ensure the availability of 
important information to investors who were short-
changed on many occasions due to lack of 
transparency and inadequate flow of information.

Table.1: Implementation of Corporate Governance in Selected NBFCs in the Year of 2015-16

Corporate Governance Model based on Revised clause 49 &Listing Obligations and Disclosure Requirements Regulations,
2015 (LODR) applicable as on 2nd September, 2015

Sr.
No Governance Parameters Points

Assigned LIC BAJAJ SHRIRAM
1 Statement of Company's philosophy on code of governance 2 2 2 2
2 Composition of Board 1 1 1 1

Appointment of Woman Director 1 1 1 1
3 Chairman & CEO Independentness 5 2 2 5

i Promoter Executive Chairman Cum MD /CEO 2
ii Non Promoter Executive Chairman Cum MD /CEO 2
iii Promoter Non-Executive Chairman 2 2
iv Non Promoter Non-Executive Chairman 2 2
v Non-Executive Independent Chairman 5 5

4 Disclosure of tenure and age limit of directors 1 1 1
5 Disclosure of : 4 3 3 3

i Definition of Independent Director 1 1 1 1
ii Definition of Financial Expert 1 1 1 1
iii Selection Criteria of Board of Directors including independent directors 1 0
iv Compliance Certification from CEO or CFO to the Board of Directors 1 1 1 1

http://indianexpress.com/article/business/economy
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6 Post Board meeting follow up system and compliance of the board
procedures 2 2

7 Appointment of lead independent director 2 2
8 Disclosure of other provision as to the boards and committees 1 1 1 1
9 Disclosure of : 2 2 2 2

i Remuneration Policy 1 1 1 1
ii Remuneration of Directors 1 1 1 1

10 Code of Conduct 2 2 2 2
i Information on Code of Conduct 1 1 1 1
ii Affirmation of compliance 1 1 1 1

11 Board Committee
A Audit Committee 10 10 10 10
i Transparency in composition of audit committee 1 1 1 1

ii Compliance of minimum requirement of the number of independent
directors in the committee 1 1 1 1

iii Compliance of minimum requirement of the number of meetings of the
committee. 2 2 2 2

iv Quorum for the Audit committee meetings 2 2 2 2
v Information about literacy & expertise of committee members. 2 2 2 2

vi Information about participation of head of finance, statutory auditor and
chief internal auditor in the committee meeting 1 1 1 1

vii Disclosure and publication of audit committee charter and terms of
reference 1 1 1 1

B Remuneration / Compensation Committee 6 6 6 6
i Formation of the committee 1 1 1 1
ii Information about number of committee meetings 1 1 1 1

iii Compliance of minimum requirement of number of non executive
directors in the committee 1 1 1 1

iv Compliance of the provision of independent director as a chairman of the
committee 1 1 1 1

v Information about participation of all members in the committee meeting 1 1 1 1
vi Publishing of committee report 1 1 1 1
C Stakeholders' Relationship Committee 5 5 5 5
i Transparency in Composition of the committee 1 1 1 1
ii Transparency in Composition of the committee 1 1 1 1
iii Information about number of committee meetings 1 1 1 1
iv Information about action taken and investors/shareholders survey 1 1 1 1
v Publishing of committee report 1 1 1 1
D Nomination Committee 2 2 2 2

i) Formation of the Committee 1 1 1 1
ii) Publishing of committee charter and report 1 1 1 1

E Health, Safety and Environment Committee 1 1
F Ethics and Compliance Committee 1 1 1 1
G Investment Committee 1 1 1
H Share Transfer Committee 1 1 1 1

12 Mandatory Disclosure and Transparency: 25 24 22 22

a Significant related party transactions having potential conflicts with the
interest of the company
i)Approval of Related Party Transaction 1 1 1 1
ii) Specification in omnibus approval of audit committee 1 1 1 1
iii) Review of such Relevant Party transaction on quarterly basis 1 1 1 1
iv) Disclosure of Related Party transaction on web site 1 1 1 1

b Non Compliance related to capital market matters during last three years 1 1 1 1
c Accounting treatment 1 1 1
d Board Disclosure - Risk Management

i) Formation of the Committee 1 1 1 1
ii)Board Disclosure - Risk Management 1 1 1 1
iii)Publishing of Risk Management Report 1 1 1 1

e Proceeds from Public issues, Rights issues, Preferential issues 1 0
f Management Discussion and Analysis 1 1 1 1
g Shareholders' Information

i) Appointment of new director / re appointment of existing director 1 1 1
ii) Quarterly results and Presentation 1 1 1 1
iii) Share Transfers 1 1 1 1
iv) Directors Responsibility Statement 1 1 1 1

h Shareholder Rights 2 2 2 2
i Audit Qualification 2 2 2 2
j Training of Board Members 2 2 0 2
k Evaluation of Non-Executive Directors 2 2 2 2
l Whistle Blower Policy 2 2 2 2
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Table.2: Implementation of Corporate Governance in Selected NBFCs in the Year of 2014-15

13 General Body Meetings 3 3 3 3
i Location and time of general meetings held in last three years 1 1 1 1
ii Details of Special Resolution passed in last three AGMs \ EGMs 1 1 1 1

iii Details of resolution passed last year through postal ballot incl. conducting
official and voting process 1 1 1 1

14 Means of communication and General shareholder information 2 2 2 2

15 CEO / CFO Certification 2 2 2 2

16 Compliance of Corporate Governance and Auditors' Certificate 10 10 10 10
Clean Certificate from Auditor 10 10 10 10
Qualified Certificate from auditors 5

17 Disclosure of Stakeholders' interests : 10 6 6 6
i Environment, Health & Safety Measures 2 2 2 2
ii Human Resource Development Initiative 2 2 2 2
iii Corporate Social Responsibility 2 2 2 2
iv Industrial Relation 2

v

Details of non-compliance by the Company, penalties and strictures
imposed on the Company by the Stock Exchanges or SEBI or any
statutory authorities or any matter related to capital markets during the last
three years

2

18 Other Requirements 3 3 3 3
i) The listed entity shall submit a quarterly compliance report on
corporate governance in the format as specified by the Board from time to
time to the recognized stock exchange(s) within fifteen days from close of
the quarter.

1 1 1 1 1

ii) Details of all material transactions with related parties shall be
disclosed along with the report mentioned in clause (a) of sub-regulation
(2)

1 1 1 1 1

iii) The report mentioned in clause (a) of sub-regulation (2) shall be signed
either by the compliance officer or the chief executive officer of the listed
entity

1 1 1 1 1

Total Score 105 94 91 90

Corporate Governance Model based on Revised clause 49 applicable from 1st October,2014
Sl.
No. Governance Parameters Points

Assigned LIC BAJAJ SHRIRAM
1 Statement of Company's philosophy on code of governance 2 2 2 2
2 Composition of Board 1 1 1 1

Appointment of Woman Director 1 1 1 1
3 Chairman & CEO Independentness 5 2 2 5

i Promoter Executive Chairman Cum MD /CEO 2 2
ii Non Promoter Executive Chairman Cum MD /CEO 2
iii Promoter Non-Executive Chairman 2
iv Non Promoter Non-Executive Chairman 2 2
v Non-Executive Independent Chairman 5 5

4 Disclosure of tenure and age limit of directors 2 2 2 2
5 Disclosure of : 3 3 2 2

i Definition of Independent Director 1 1 1 1
ii Definition of Financial Expert 1 1 1 1

iii Selection Criteria of Board of Directors including independent
directors 1 1

6 Post Board meeting follow up system and compliance of the board
procedures 2

7 Appointment of lead independent director 2
8 Disclosure of other provision as to the boards and committees 1 1 1 1
9 Disclosure of : 2 2 2 2

i Remuneration Policy 1 1 1 1
ii Remuneration of Directors 1 1 1 1

10 Code of Conduct 2 2 2 2
i Information on Code of Conduct 1 1 1 1
ii Affirmation of compliance 1 1 1 1



  
 

 

SEMCOM Management & Technology Review Page 113

An International Peer Reviewed Research
Journal (ISSN-2321-5968) Vol-4 Issue-2,
March 2017

Implementation of Corporate Governance and 
Its Impact on Performance of NSE Listed 
Selected Non – Banking Financial Companies in 
India



  
 

 

SEMCOM Management & Technology ReviewPage 114

An International Peer Reviewed Research
Journal (ISSN-2321-5968) Vol-4 Issue-2,
March 2017

Implementation of Corporate Governance and 
Its Impact on Performance of NSE Listed 
Selected Non – Banking Financial Companies in 
India

Interpretation of Implementation of Corporate 
Governance in Three NSE Listed NBFCs
All three companies' follows corporate governance 
code but disclosure of selection criteria of board, 
Post Board meeting follow up system and 
compliance of  the board procedures and 
appointment of lead Independent Director was not 

mentioned specifically in corporate governance 
report. It was found that companies follows the 
mandatory and Non-mandatory disclosure but they 
fails to mention it in Corporate Governance Report 
like disclosure regarding Accounting treatment, 
disclosure regarding Proceeds from Public issues, 
Rights issues, Preferential issues.

Table.3: Financial Results of NBFCs

Findings

Recommendation

References

Here, from the analysis of the implementation of 
Corporate Governance code it was found that all 
three companies have followed corporate 
governance code. LIC Housing Finance Ltd. has 
followed the corporate governance code and the 
reporting standards are also good. Bajaj Finserve 
Ltd. and ShriramTransport Finance Ltd. has 
followed it but they have not explicitly mentioned 
each and every disclosure in corporate governance 
report which must be mentioned. The above 
Financial data shows that in LIC Housing Finance 
Ltd. Net Profit was increased by 19.8%, EPS also 
increased by 19.8% and Net worth increased by 
16.98%.
In Bajaj Finserve Ltd. Reporting standard of 
corporate governance also improved and Net Profit 
increased by 29.5%, EPS increased by 30.4% and 
Net worth increased by 5.30%.
In Shriram Transport Finance Ltd. Reporting 
Standard of corporate governance is constant and 
Net Profit is decreased by -4.82%, EPS is also 
decreased by -4.90% and Net Worth is increased by 
9.92%.
The above research says that in all three companies 
implementation of corporate governance shows 
positive impact on Financial Performance and its 
valuation.  

Listed companies' follow the Corporate Governance 
Code but they have to specifically disclose it in 
Corporate Governance Report as like each standard 
must be a separate head into the report so that all 
stakeholders can get knowledge about it very easily. 
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