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HIGHER EDUCATION WITH REFERENCE TO COMMERCE FACULTY :
NEW CHALLENGES

Dr. Dinesh N. Patel *

The paper has been divided into three parts.

1. Introduction: Present scenario, 2. Short comings in commerce education, 3. Strategies for
quality enhancement in higher education with reference to commerce faculty: new challenges,

India has developed an extensive education system from Vedic period In India there are
number of universities, colleges, deemed universities, research institutions and many students are
awarded Ph.D. degree every year. But to day only 15 to 20 percent of the population get qualitative
higher education and in Gujarat state, every year nhumber of students in commerce faculty are
declining and declining because of many shortcomings in commerce education. Such as, only exam-
oriented education, commerce education is like collection of information, degree distributing
industries, lack of practical training, lack of employment opportunities etc. To overcome these short
comings is a major challenge in LPG and information revolution era. With a view to bring quality
enhancement in commerce education, structured changes in commerce faculty is needed, for which
strategies can be suggested are: to change exam system, different methods of teaching, practical
training paper college be used as temples of education, to modify prescribed syllabus, to offer wide
choice of subjects, to arrange seminar, conference and workshops on commerce related problems
etc. If these recommendations are implemented faith fully, the commerce faculty can be restructure
and preset scenario of declining students in commerce faculty can be eliminated/ reduced.

1. Introduction : Present Scenario
Rebindranath Tagor : “Higher education is that
which does not only gives us information but
makes our life in harmony with all existence.”
Indiais a country of a great system of education
fromthe Vedic period. After industrial revolution,
most of physical labour was converted in to
mechanical labour and need for skilled, multi
skilled labour to operate machines was felt much.
After 1990’s, a new revolution has came up i.e.
LPG liberalisation, Privatisation and
Globalisation and also information revolution.
These revolutions have created necessity of soft
skilled labour in order to cope with ever changing
scenario. Today in order just to survive in the
global competitive world, we need qualitative
education. Today’s knowledge is becoming old
for tomorrow. To meet the knowledge
requirement of the country; India has setup

university education system, especially for
higher education.

With regard to higher education, under British
rule, in 1957 the first there universities namely
Calcutta, Madras and Bombay were setup. Today
there are about 250 universities and equivalent
institutions in India. Their profiles are: general
universities, science universities, women
universities, agricultural universities, open
universities, medical universities and so on. And
also language universities, central universities,
deemed universities, state universities etc. There
are a number of colleges for women as well as
co-education. There are many research
institutions and many students are awarded Ph.D.
degree every year. These indicate that India has
developed an extensive higher education system.
In spite of these colourful findings, today only
about 15 to 20 percent of the population get
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qualitative higher education, which is really
helpful to them. The primary reason for this is
lack of employment oriented education.

So far as Gujarat State is concerned, higher
education with special reference to commerce
branch is concerned, the present scenario is
declining number of students in commerce
branch every year. In rural areas, commerce
colleges are going to wind up. In urban areas also,
many commerce colleges are facing the problem
of reducing number of students. Students are of
the opinion that commerce education has failed
to cope with ever changing environment and to
provide employment opportunities. Hence
students are going either to join M.B.A. Course,
the most employment oriented course PTC or
arts courses for becoming only graduate without
any hard work/ difficulty. All these discussion
suggest that there are many shortcomings in
commerce faculty. Therefore there is an
emerging need to modify traditional commerce
education system, to over come short comings
in commerce faculty and thereby to bring
qualitative improvement in commerce faculty
for meeting new challenges of LPG and
information revaluation.

1 Shortcomings in commerce education:
Inthe present era, population getting qualitative
higher education is very very less and major
population getting only general education, are
facing problem of unemployment. The real
danger India today facing may not be from
external threats, terrorism or economy
slowdown but lack of direction and failure of our
educational institutions for higher education.
Major shortcomings of commerce education can
be listed as below.

1.1 EXAM ORIENTED EDUCATION:

To day education has become examination
oriented. Student having more percentage is
considered more successful. Hence students
concentrate on only highly scoring subjects such
as statistics, mathematics, computer, commercial
communication and less concentrate on
management related theoretical subjects.
Students can score more marks in theoretical
subject just buy reading ready made guide type
book and important questions. Students and

parents are also condemned to live with all sorts
of corrupt practices in examination.
1.2 COMMERCE EDUCATION
COLLECTION OF INFORMATION:

Commerce education has become just like
collection of information and calculating
examples from the information given. Therefore
students try to memories a lot of information,
which many times do not have much relevance
with real life, situation students’ creativity and
employment

1.3 DEGREE DISTRIBUTING INDUSTRIES:
Colleges and universities are becoming degree
distributing industries Colleges and universities
are not providing commercial informed,
educated and fully developed students. Majority
of students get commerce degree with only
theoretical scrammed knowledge.

1.4 GETTING DEGREE AND JOB WITHOUT
DIFFICULTY-STUDY:

Today students’ goal is to get degree without
study-hard work and also job with out difficulty.
Teachers are also interested in teaching without
depth study-hard work and giving more marks.
Such system is observed from primary
education to higher education.

1.5 SOCIAL EVILS IN
FACULTIES:

Groups, castes, nepotism, interests for power,
bogus scholarship, bogus degree, ragging,
smoking, sleeping in class room, aids etc. have
become common in teaching faculties.
Moreover some colleges remain closed for major
part of the year for one or another reason.

1.6 MODIFIED SYLLABUS IS LIKE OLD
SYLLABUS:

As per UGC guideline, syllabus of commerce
faculty has been modified since 2 or 3 years from
F.Y.B.Com to onwards as well as new papers,
especially employment oriented such as
Fundamentals of Entrepreneurship, Business
Environment etc, have been introduced. But
modified syllabus reflects that fact that “New
syllabuses are like old wine in new bottle”

1.7 COMMERCE FACULTY DOES NOT GIVE
WIDE CHOICE OF SUBJECTS:

Like arts or science the existing syllabus of
commerce faculty does not offer degree in
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specialized subject like finance, marketing,
banking, office management, secretarial practise
etc. More over in commerce faculty, there is not
any practical training paper/dissertation. Hence
general mass getting common degree have not
any specialisation and also lacking practical
knowledge.

1.8 SIMPLE LECTURE METHOD TO TEACH
STUDENTS:

In majority of commerce colleges simple lecture
method is used to teach students. OHP and other
electronic devices are not used. Majority of
teachers are using only B.S.Shah Prakashan
books. Hence students are not encouraged to use
reference books.

All these short comings indicate that higher
education with special reference to commerce
faculty has lost its direction. It is of no practical
use to students, students do not learn much more
skills of earning their social life. Students leave
moral thinking and lot of young energy is being
wasted. Hence every year number of students in
commerce faculty is declining. In such a critical
situation, to frame strategies for qualitative
enhancement in higher education, especially
commerce faculty have become an emerging
new challenge.

2 Strategies for quality enhancement in
higher education, with reference to
commerce faculty: New challenges:-

Vedas Says: “Sa Viddya Ya Vimuktaye”

With a view to bring quality enhancement in
commerce education, structural changes in
commerce faculty are needed, which is a great
challenge for educationalists. To meet the
challenges following strategies/remedies can be
suggested.

2.1 TO CHANGE EXAMINATION SYSTEM:
Examination oriented commerce education
needs to change examination system. At least one
question of case study method should be
included in every paper so far as possible, which
well encourages students for creative thinking,
reading reference books and to stop scramming
habit

2.2 DIFFERENT METHODS OF TEACHING
SHOULD BE USED:

In Commerce colleges different methods/

techniques of teaching should be used such as
lecture, problem solving, group discussion,
questionnaire, practical illustrations, assignment,
debate, role playing etc. Teacher should provide
such valuable information to students, which has
much relevance with real life, students’ creativity
and employment This many help students to find
out their hidden talents and to increase their
problem solving ability.

2.3 PRACTICAL TRAINING PAPERS
SHOULD BE INCLUDED IN PRESCRIBED
SYLLABUS:-

Commerce education is much more related with
business, trade and industries. So universities and
colleges should include a practical paper in
prescribed syllabus from F.Y.B.Com. to onwards.
This can help student to understand how to use
theoretical knowledge in practical life. Practical
training should be given in banks, factory, co-
govt. enterprise,
management consultancy etc. Practical training
should be an integral part of the commerce
course. Such training along with theoretical
papers can produce commercial information,
educated and fully development students. It can
change attitudes of students from just scramming
questions to memorize questions and colleges
may not be considered only degree distributing
industries.

2.4 ATTITUDE OF EASY GOING - LAZY
WORKING SHOULD BE CHANGED:

From primary education, attitudes of students as
well as teachers - easy going and lazy working,
getting degree without hard work and study,
getting job without difficulty should be changed.
Young generation should be trained and
developed about how to struggle and competitive
real life from beginnings

2.5 COLLEGES SHOULD BE USED AS
“TEMPLE OF EDUCATION":

Society, educationalists, parents, students and
government should make serious efforts to stop
groups, castes, nepotism, interest for power,
bogus scholarship, bogus degree etc. and college
should not be used as platforms for politics but
used as “Temples of Education”

2.6 PRESCRIBED SYLLABUS STILL NEED
TO BE MODIFIED:

The syllabus prescribed for commerce faculty

operative enterprise,
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still needs to be modified. Every year at least 20
percent syllabus in every paper should be
changed by adding relevant recent concepts/
changes to related paper. In compulsory, main
and subsidiary papers, repetition of topics
should be totally removed.

2.7 COMMERCE FACULTY SHOULD OFFER
WIDE CHOICE OF SUBJECTS:

The syllabus prescribed for commerce course
should be so designed as to give wide choice of
subjects for the students keeping in view of the
requirements of various job and the existing
system of awarding commerce degree requires
a change as in arts and science faculties, where
degree is awarded in specific subjects. For this
purpose, commerce faculty should run
specialised on subjects like finance, marketing,
banking, e-commerce, office management etc.
2.8 REFERENCE BOOKS SHOULD BE USED:
Instead of using only textbook as particular
publishers, teachers and students both should use
different reference books, which will give wide
range of knowledge and reduce habit of
scramming.

2.9 COMMERCE EDUCATION SHOULD BE
DEVELOPED AS AN ASSET OF SOCIAL
RELEVANCE:

Commerce education should be developed as an
asset of social relevance, rather only a profit
making and the concept of social responsibility,
morale and ethics should be given more
importance. There are several points of
consideration:

- In addition to above strategies following
remedial suggestions/programmes should also
be implemented, in order to meet the challenges
in commercial education.

- Training programmes for teachers and students
to well prepare for subject matters.

- Workshops for using electronic devices such as
OHP, transparency, slides, models, charts etc.

- Workshops for preparing teaching as well as
reading materials

- Training courses for storekeeper, salesmanship,
laboratory assistant, clerk, management trainee
etc.

- Arranging seminars/conferences related with
industrial surveys, researcher, recent

developments and new challenges, opportunities
etc.

- Arranging training programme cum workshop
which can give sound and useful information
about accounts, management, stores, record
keeping, office management, material handling,
inventory, finance, handling, human resources
etc.

- Developing habit of reading various businesses,
management, account, and finance related
journals.

Such practical commerce will help out young
commerce job seekers as jobs in corporate
sectors; also demand certain practical knowledge
among the fresh commerce students.

If above suggestions are implemented fruitfully,
commerce faculty can be restructured and
present scenario of declining number of students
in commerce faculty can be eliminated /revised.
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RETAIL WAR AGAINST FDI (SOME STRATEGIES FOR SMALL RETAILER)

Mr. Vishvnath Borse * Mr. Rahul Revne **

As the entry of organized players in to the retail industry has created stiff competition and
threats of small retailers. It’s like a war between elephant and ant This paper is an attempt to prepare
them for the future, to sustain their business against the big retailer.

So, we are trying to sought out some strategies which will be helpful for retailer and also
have some plans to publish more papers ,so it will more accommodating to retailers.

FDI can be defined as a cross border investment,
where foreign assets are invested into the
organizations of the domestic market excluding
the investment in stock. It brings private funds
from overseas into products or services. The
domestic company in which foreign currency is
invested is usually being controlled by the
investing foreign company. Eg. An American
company taking major stake in a company in
India. Their ROl is based on the performance of
the project.

In the past decades, FDI was concerned only with
highly industrialized countries. US were the
world’s largest recipient of FDI during 2006 with
an investment of 184 million from OECD
(Organization for Economic Co-operation and
Development) countries. France, Greece,
Iceland, Poland, Slovak Republic, Switzerland
and Turkey also have a positive record in FDI
investments. Now, during the course of time, FDI
has become a vital part in every country more
particularly with the developing countries. This
is because of the following reasons:

* Availability of cheap labor.

* Uninterrupted availability of raw material

* Less production cost compared with other
developed countries.

* Quick and easy market penetration.

In today’s highly competitive market place; you
can succeed only if you differentiate yourself
from your competitors or else you will have to

face a price war that will shrink your margins
and make it impossible for you to survive. Now,
in everyone’s mind there is a question if FDI will
aggressively then what to do? How retailer will
maintain their customers. India is the country of
the young generation and they use to go on mall
So,how to maintain them. That is the big question
in the mind of retailer.

So, here are some strategies if small retailer will
follow then they can sustain their self in this
highly competitive world.

1. Always Learning:

There are some famous quotes which
reflect the importance of the learning.
When I came to know that many big national
and multinational companies will enter the
Indian retail market, the first thing I did was to
bookbest visible retail space so thatI can be well
ahead of my competitors.

- Kishor Biyani Founder of Big Bazaar

This is the word of Indian Retail King. This is the
21% Century and knowledge is doubling in every
8 hours. So, as a retailer. If we are not looking
what is going on then it may be possible we will
thrown away from the competition.

[ didn’t learn everything from books but from
my competitors, by watching what they were
doing.

- Sam Wal-Mart.

As Sam Wal-Mart wrote in his book “Made in
America” - While working in retail store, in
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lunch hours he use to go to competitors stores
to see what they are doing. As he wants to start
the retail store so, he wants to update himself for
whatis happening around him. Generally Retailer
will never thought about new entrant in the
market and that as also happen if we saw the
Wal-Mart case.

There is a famous quote of Mahatma Gandhi,
“First they ignore you, then they laugh at you,
then they fight you, then you win.” Same was
happening with Wal-Mart.

Today the world is changing rapidly and the
customers are also changing fast As Indiais over
crowded with young generation then it is very
tuff to maintain their expectation. Now the world
is changing so fast. Everything is just one finger
away because it is the world of technology. Even
small child can know everything details of the
product from the website like, flipkart.com,
homeshop18.com etc,, so, it is necessary for
retailer to sustain their customers with their
updated knowledge.

2. Delight Customers:

To satisfy customer needs is easy and done by
most of the retailers but apart from satisfy
customer’s needs there is one thing which most
ofthe retailers are lacking and that is Delighting.
To feel delight experience to the customer is the
most important thing in 215 century.

In today’s scenario, everyone is busy with their
schedule; they are facing the lack of time. Apart
from this if customer is coming to your store
then he has right to feel great sales experience
from retailer. Because now a day’s anyone can
book the order from net, He can order clothes,
shoes, laptop, freeze etc. with good price. Even,
if someone can recharge from net then he can
get some extra balance with compare to retailer.
So, if someone is coming to retail store then his
expectation is to get best services. But because
of some weakness they are not able to match
customer service. Some of their weaknesses are:
- Small range of products

- Low Purchasing Power

- Best men Power

- Lack of Marketing

Small Range of Products: The main weakness
of the small retailer’s is small range of products.

Because of small Investments they are notin such
position that they can go for a wide range of
products. Because of this Customer’s are
switching towards he big retailers. One of the
strength of the big retailer is purchase in credit
and sales in cash, while the small retailer can buy
only in sales & sales in sales. Because of this big
retailer’s have an advantage over the small
retailer. They can give the customers according
their needs & wants.

Low Purchasing Power: Big retailers are
buying in bulk. So, they can offer cheap price to
the customers. So, it may be harmful to retailer
because retailers purchasing power is so low so,
they can’t afford that price and in this techno
world era, customers are so conscious. Through
different technology they can know the actual
price of the goods. So, retailer can’t ask the higher
price If he do, then it may e possible that he can
lose that customer and others also.

Best Men power: That doesn’t matter’s how
many employees retailers have, but the most
important thing is that how they behave with
the customers.

‘If you want your customers to be happy and
satisfied, keep your people happy and satisfied’
......... Sam Walton.

Because one mistake of the employee may be
create a big loss for the retailer. E.g., Once I went
to Big Bazaar in Vikroli - Mubai. At the entrance
of the gate, Gate Keeper welcome’s each and
every customer with smile and two hands as
Indian traditional says. If customer’s get this type
of treatment at the entrance then his feelings may
be different towards the Big Bazaar.

3. Lack of Marketing:

Marketing is the most important tool for any
business either retail or any kind of business.
Without marketing may be possible that business
can run but after some timeit'll sustain and can't
go ahead.

In 20" century it was possible that anyone can
open the small shop and start his business and
fortunately his business could earn bread butter
for him. But In this 21st century where most of
the people’s are techno friendly and most of the
retailer are not able to take an advantage of it. As
all of knows, now a days, form small child to
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youngster most of them are available on face
book. So, it is easy to create an image in
customer’s mind.

4. Value of the customer

(The following theory has been derived from the
book ‘H-CRM’ written by our CRM guru and
management teacher Mr. Kallol Das & the
example is taken from “Retail Mahayudh”)

We often vary in our behavior with the same
customer according to the amount of purchase.
For example;

A customer who is a salaried person visits your
store around 5% of every month. Whenever he
visits on this date you welcome him/her with a
broad smile and treat them as if he is the most
important person for you, because you know
that he/she will make big purchase for his
monthly requirement. The same person when
he visits some other day for a small purchase
your treatment to him/her is different as you
know his billing amount will be less. You
concentrate more on other customers that day,
because the other customers are making bigger
purchase. This is not the right way to treat the
customers; they are also thinking human beings
and they can easily understand your attitude from
your behavior.

Let us understand the value of a customer:
The monthly grocery purchase of a customer is
1500 per month if there are 5 members in his/
her family. So the customer who makes small
frequent purchase at your store is average Rs.
1500 per month customer. So the yearly
purchase of that customer is 1500x12 = Rs
18000.

It is said that customers stay loyal to a store for
average 20 years unless they don’t migrate, or
pass away. So the life time value of a customer is
18000x20 =Rs. 3,60,000. itis the same customer
whom you treat differently considering his
purchase value. Sometimes a customer is of
Rs.500 for you and sometimes he/she is of
Rs.100 for you. The same customer is of
Rs.3,60,000 for you if you consider its lifetime
value. The moment you realize the life time value
of a customer, your attitude towards your
customer will change.

Now this isnot the end. It is said that ifa customer
is happy and satisfied with you, he/she will
during its lifetime bring at-least 3 more customers
to you. 3+1 (himself). So now the value of same
customer is Rs.3,60,000x4 = Rs.14,40,000
This is life time relationship value of a customer
who makes small frequent purchase from you.
Considering the above equations, it is very
important to keep your customers very happy
and satisfied so they don’t leave you and go.
Often we hear thatit is very expensive and hard
to bring new customers into our shop. It requires
lot of advertisement and branding. It is much
cheaper and easier to maintain the old customers
and make them your word of mouth publicity
agent It is almost free.

Now, main question is that how to deliver
best experience to customers? There are
some ways like,

a) Offer best price: Now a day’s mall are
offering best cheap price to the customer. It is
possible for them because they are purchasing
more quantity so, they are getting the things in
less price & offer best price to the customers.
We can say that it is not possible not in the case
of small retailer because there purchasing power
is less. But they can choose a smart way to get
best price. They can make one association and
can busy bulk purchasing from companies. E.g.,
on some places some group of peoples creates
an association and deal with some companies
like sugar, oil, rice etc. So, they can get the best
price from retailer. If some group of people can
do this things for themselves, so why not retailer
can’t

b) Understand the Customer’s needs:

The most important things for retailer is to
understand the consumer needs, what he want,
what his/her desires etc. e.g., India is the over
flooded with youngster. Most of the peoples are
young and there wants are also different Most
of the youngster want clean and hygiene place,
systematic display, best quality. They don’t bother
for price. They only want best product with good
customer service. And that can give by the small
retailer like most of the retailers actually does like,
- One to one contact with customers: Due to
this customer's feel friendly relationship and
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because of his the footfall of the customers will
increase.

- The key people at small stores don’t
change frequently: In big retail if we purchase
today with “X” salesman then it may be possible
after sometimes if we go again then it may be
possible that at that time there is “Y” salesman
available .

- Professional’s Help: Now a day, the speed of
knowledge is like so fast that to keep a customer
for a life time is so hard but it is now possible.
With the help of professional like consultant they
also can scale their business or diversified it Then
also can look for franchise which is now a day’s
very fashionable and easy way to scale.

(The following theory has been derived from the
book ‘Retail- Mahayudh’ written by Mr. Aslam
Charania)

5. Provide Unique Experience to Your
Customers

Let the discount seeking customers go to malls
and hyper markets. Preserve premium
customers by providing them premium service
and unique experience.

Today it is very competitive environment in
retail business and to survive you will need some
new and better ways to attract the customers
towards you and maintain them for longer
period. New ways; because traditional methods
are not enough.

Traditional methods are like,

Reducing prices: It is very easy for your
competitor to copy you and at times, they even
exceed your price limit and offer much lower
prices.

Offering discounts: Again it is very easy to
replicate and no longer can be effective as
everybody in market is doing that and offers
much better discounts then what you. How much
can you offer at the most?

Improve service i.e. free home delivery etc.:
Even this is easy to replicate without wasting
any time. Even the big retailers offer this service
to their customers but on purchase of certain
amount.

What will you do to differentiate yourself
from others?

One of the possible solutionsis to provide unique

experience to your customers, an experience
which they never expected, which excites them,
which makes them very happy, an experience
about what they want to go and speak to all their
friends, an experience that will create a lifetime
relationship, an experience for which your
customer is willing to pay whatever you charge
and don’t ever expect discounts from you. Can
we create such experience in our small business?
The answer is ‘Yes’ with capital ‘Y’ because if
someone who is better placed to do this, then it
is you as you have direct contact with the
customers and you understand them better than
anyone else.

[t is very rare to find this kind of examples from
retail industry. But we have tried to present few
examples from other industries for your
reference so that you can have an idea about
what unique experience is all about.

[t is said, if you want your every customer to be
happy and satisfied, you need to have
customized service for every individual The
generalization won’t work. You can’t provide
unique experience with general services.
Example:

A guest walks into a hotel He was greeted and
treated well during his stay. He liked tea without
sugar which the hotel staff noticed and kept a
close watch on his likes and dislikes. While
checking out the customer appreciated the hotel
and its staff. The same customer returned to the
same hotel after few months. To his surprise the
hotel staff greeted him with his name. Once he
got fresh, the room service department called to
ask whether he would like to have tea without
sugar. The customer was very happy with the
treatment he received. Not only his name but his
preferences were also remembered. Won't you
be happy if you were in place of that customer?
One similar incident has been quoted by famous
writer, Peter Burwash in his book ‘The Key To
Great Leadership’. Once he had to visit the city of
Hawai and was a guestin a hotel He liked carrot
juice so he ordered o. While check-out he
appreciated the room he was in and said that it
was very comfortable. He visited Hawai again
after along durations; he called up and booked a
room in the same hotel When he went over
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there, to his surprise he was offered the same
room that he appreciated in his last visit He went
tothe room got fresh and opened the fridge-once
again super surprise, a glass of fresh carrot juice
was ready for him, can you guess about his
feelings at that moment? Customers are human
like you and they like what you like, they will be
happy with small things as you get happy with
it All you need is start thinking with both mind
and heart in this direction.

Many other hotels have similar practices. One
hotel had practice of keeping chocolates under
the pillow to surprise the guests. Few hotels
provide extra service to their customers which
are unexpected i.e. soap and shampoo is
commonly provided by all the hotels, one hotel
in Surendranagar, a small town of Gujarat,
provides toothpaste, shaving cream, comb,
disposable razor, candle-matchbox etc. these are
small things but surprises for the customers and
they remember the hotel throughout their life.
Even a taxi driver can provide an unique
experience to his customers, why can’t you? A
customer gets into the taxi from Mumbai airport.
He was surprised as the owner of that taxi was
very well dressed and the taxi was well furnished
like a luxury car. The passenger asked the taxi
driver for a particular destination. Again to his
surprise the taxi driver replied very politely that
it will take 25 mins. To reach, if they don’t face
traffic and if they face then it will be 15 mins.,
Extra. The passenger was impressed with the
answer. After a while the taxi driver said that he
has newspapers at the back chain along with
pack bottle of mineral water and some fruits
which he said are for you. You can have it if you
are hungry or thirsty. He further asked if he
doesn’t want to read newspaper, he can put on
some music of his choice and if he wants to talk
then he is ready for that, but not on politics or
religion. Rest he is comfortable with any subject
to talk with. The passenger found that the taxi
owner was very knowledgeable and was
comfortable with English language. He was very
impressed as they reached in 25 mins. to the
destination. He paid him more than the actual
charges. While moving the taxi owner offered
his business card and asked him to call anytime

while in Mumbai. The passenger was so
impressed that he gave the contact details of this
taxi owner to all his friends and relatives and
asked them to hire him if they visit Mumbai.
The personal example of Mr. “X”. one of the
writers. He used to visit a particular hair cutting
saloon. it was his fix barber. But as time changed
the other hair cutting saloons transformed into
a beauty parlour but this fellow didn’t changed
so he started visiting the other up-market
parlours for men. He visited few but nobody was
consistent with his hairstyle, he got a different
hairstyle every time he went for a haircut. After
experimenting few he decided to go back to the
old saloon. He went there after a gap of 2 years
and to his surprise as the owner saw him he got
up from his seat and welcomed him with a broad
smile; though he did not know his name he
greeted him as if “X” were his family member. As
he sat for hair cutting the barber asked ‘Sir should
[ cut your hair in your old style of slope cut’. “X”
was very happy because even after 2 years the
barber remembered his hair style and within no
time gave him the look he wanted.

One example of great service has been quoted
by Mr.Ken Blanchard in his book ‘Customer
Mania’ Where he mentions, that a guest in a big
five star hotel forgot his laptop and he was
supposed to make a presentation next day. There
was no option that the laptop can be sent to him.
To the surprise of the guest one of the front office
staff went personally by flight to deliver the
laptop so that he can make presentation on time.
This is very expensive way of satisfying the
customer and can’t be repeated frequently. The
owner of the hotel came to know about this. He
was even greater admirer of great service, he
personally went to greet that front office staff
member while she returned. She was given a
grand welcome by the owner.

One such example is of a gas station and
automobile service station. Again of Mr.Peter
Burwash. He mentions that he hired a car at
Hawai and went for gas filling to a nearby gas
station. As soon as he reached there, he saw two
young guys came running. One of them started
cleaning the car and checks the air in its wheel,
the other started interacting with him and asked
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about his fuel requirement and filled it During
the conversation he collected few details about
Peter. Peter was very happy with the
communication of the young guy, his kind
approach and the free car cleaning he got Which
you don’t get for free at other places. He was so
happy that since that day whenever he went to
Hawai and was in need of fuel he went to these
brothers. He was so loyal that when these
brothers closed their gas station he says ‘I was
not even aware about some other gas station in
Hawai,. Out of curiosity Peter once checked
about how much business he gave to these
brothers, the total was $ 20,000.

Many airlines companies offer free lunch/dinner
along with accommodation if their flight is too
late. as a part of their responsibility towards their
customers.

In ‘Pizza Hut’ they have the system wherein if
customer has complaint about the food or
services or ifhe/she is not satisfied, they repeat
the same food which they had ordered with a
complimentary food coupon of equal amount.
Once when “X” was at one of their outlets, little
water from their AC. felled on one of the member
of a family which was enjoying the delicious
pizzas. Within no time, the family was shifted to
another neat and clean table with another fresh
pizza; of same category they had ordered earlier,
and which they were on the verge of completion;
Not only this, offered a
complimentary coupon of the amount equal to
their bill. At ‘Pizza Hut’ they take complete
responsibility of all the dissatisfaction of their
customers. Any wonder if they are so popular.
They deserve this popularity.

Today many business owners big and small, have
started applying their hearts to satisfy their
customers and provide a memorable experience
to save their business. What are you doing for
that?

There is one more example of Mr. Vitthal Kamat
( owner of the Orchid hotel). While interviewing
on Marathi channel, serial name -Khupte tithe
Gupte, he was sharing his experience. When
some customers couldn’t complete the whole
dish then he always taste that dish though it was
eaten by the customers. He always checked

they were

whether the taste of food is good or not So, in
this way he is giving the importance to
customers.

In West, many small retailers if they themselves
don’t have a new idea have the practice of visiting
the competitor’s stores and check what new
initiatives they have taken and then they
replicate it. If you don’t have good, new idea then
at least you can learn from other stores in the
market.

There was atime when retailers said ‘goods once
sold will not be taken back’, and then came the
time that few people started replacing the goods.
Gradually this became the normal service
standard. Then came the time when few retailers
not only replaced the goods but expressed their
apology for the discomfort to the customers.
Today few have gone one step ahead, they not
only replace the goods and express the apology
but they also offer additional product for free as
part of their responsibility. Now what next?
Practices that were once rare are very common
today and whatever new practices you will
bring today will be common tomorrow. So to
remain ahead and differentiate yourself from
others, you will have to constantly search for
new ways to impress your customers.
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“SHOULD INVESTOR OPT FOR PORTFOLIO MANAGEMENT SERVICE”

Mr. J. M. Pandya*

Should investors go for Portfolio
Management Services (PMS)?

Long term investing into equity can be done in
two ways — one is via systematic investment
planning of mutual funds and another is via direct
trading by an individual investor.

The former is a safe and boring way to invest
money in the stock market while the latter
involves direct involvement by the investor
with the added advantage of pulsating rush of
blood originating from gains and losses that arise
as the indices move like a pendulum.

There exists another way called Portfolio
Management Services or PMS. This is where a
professional designs a portfolio for you and
invests your money to generate profits. Does the
concept make sense and are there any best ones
inIndia?

How does it work?

When you sign up for PMS, a portfolio manager
is assigned to you. Based on your risk appetite
and financial needs, a portfolio of stocks is
designed for you. These stocks are traded on the
stock exchange with the intent of generating
profits for the investor.

The stocks are held in your name in your DEMAT
account and the portfolio manager has a power
of attorney to operate the account

There is a discretionary portfolio manager and
anon- discretionary portfolio manager.

The discretionary portfolio manager
individually and independently manages the
funds of each client in accordance with the needs
of the client

The non-discretionary portfolio manager
manages the funds in accordance with the

directions of the client.

In India, these are offered by stock broking
houses, independent PMS managers and even
Asset Management Companies (AMCs).

When you invest in a PMS, you are considered a
fat client so you have complete access to the PMS
provider who will cater to a one to one
interaction, monthly statements, calls and good
treatment. You don’t get these when you invest
in a mutual fund, do you ?

The average fund size for a PMS portfoliois Rs 5
lakh.

A PMS portfolio is meant to beat the stock
market by an average 5-7% and this can easily
result into a annual return of 18% - 20%. If this
were not to be the case, investors would park
their monies with mutual funds which anyway
return an average 15% over a long period of
time.

A good PMS portfolio manager is difficult to
choose. A lot of PMS by reputed firms brought
disgrace to the industry when they made massive
losses in 2008 and subsequently after that which
led to implementation of new SEBI guidelines.
Youneed to ensure that the PMS is run by robust
processes and not at the whims and fancies of
an individual

Process and philosophy are the most important
ingredients of a PMS.

Investors should check data to ensure that
historically the PMS has outperformed the
market both on the upside and downside. Avoid
those PMS providers who have a conflict of
interest as quite a few do.

Make sure that the PMS provider is registered
with SEBI (check on their website) - there are

* (C.A)), Faculty The KPES College, Kalvibid, Bhavnagar.
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around 250 that are registered and some 750
that are not !

Fees of a PMS can be fixed or variable. In the
fixed fees model, a charge between 1.5% - 3%
can be charges on the assets being managed. In
the variable fees model, fees of approximately
15% - 20% on profits generated are levied.
Understating of how the fees is being levied is
important as it can drain your corpus
significantly.

Some PMS schemes charge an entry load of 3%
which is applicable only at the time of entry into
the PMS. There are other charges like brokerage
charges, audit charges, fund management
charges among others.

Who is PMS for?

[ strongly advocate that ordinary medium class
investors do notinvest in PMS. If your Rs 5 lakhs
gets eroded and you feel like having a heart
attack, PMS is not meant for you.

However, even a small investor can have a huge
stock portfolio. Firstly, we advocate that direct
stock trading is not everyone’s cup of tea and
even a long term buy and hold strategy never
earned everyone riches as small investors
bought at the wrong time.

So better stick to mutual funds. But if you made a
pact with the devil that youneed to subscribe to
PMS, then ensure you can sleep well if you lost
all of that money. If not, PMS is not for you.
PMS according to me is meant for those who
consider the loss of capital a small blip on their
savings radar. They don’t get bothered much and
move on in life with another PMS provider !
The top portfolio management services in India
might have returned decent amounts to investors

but remember that there have been notorious
ones as well - it only takes one big loss for a
small retail investor to go down the drain on his
life’s hard earned money.

To conclude, small retail investors should avoid
PMS while high net worth individuals can
explore as it provides a customized investment
opportunity by professionals.

Conclusion:

Hence a investor opting for PMS should consider
cost, benefit of PMS and Knowledge availability
of Investor.
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IMPACT OF DIRECT TAX CODE ON INDIVIDUAL SAVING SCHEME

Dr. H.V. Senjaliya *

Direct tax code (DTC) will be applicable on 1 April 2012 so it will directly affect to the individual
tax payers as government makes changes in current individual tax payer liabilities. DTC creates
changes for each and every sector but how it will affect to the individual saving scheme that taken
into consideration due to change in section 80 c and long term capital gain (LTGS) and short term
capital gain (STCG). It gives direct benefit in slab and saving limit with LTGS and STCG to the
individual It is like carat and stick approach as most preferable and favorable product of tax benefit
like Mutual fund, Unit linked insurance plan (ULIP) and Equity linked saving scheme (ELSS) which
comes under the Exempt Exempt Taxable (EET) that means taxable incase of withdrawal of amount;
earlier it came under the EEE regime means tax free in any case. As a result DTC makes changes in

the saving portfolio of individual

Key words: DTC, LTGS, STGS, ULIP, ELSS, EEE, EET

Introduction:

“Later is better than never” as old income tax act
1961 is really typical and tough to understand so
there is requirement to change in the current
tax. Most of the people facing difficulty while they
filling the income tax return as terms and
conditions are complicate, but now it will change
after 1t April, 2012 due to Direct tax code (DTC)
come to in to existence. DTC will make it easy
and simple for the tax payer.DTC make drastic
change in the current income tax rules and
regulation and all the direct taxes like income
tax, wealth tax comes under the same code that is
Direct tax code so no need to refer more laws for
that. It direct affect to the tax payer like
individual, company, Hindu undivided family.
Under current income tax act 1961 there is all
most saving are under the safe regime of tax
benefit that is EEE means exempt exempt
exempt means tax free at the time of investment
and accrual of interest and on withdrawal at
maturity. But under DTC it make two regime EEE
and another that is EET means exempt at the
time of investment and accrual but taxable at
maturity withdrawal. Equity linked Saving

Scheme (ELSS) and mutual fund Unit Linked
Insurance Plan (ULIP) are the most favorite
avenues for investment for most of individual
but now it will come under the EET regime so its
really drastic change and now PPF, PF,GPF
comes under the EEE regime. Most of Individual
investors are investing in any avenue for getting
tax benefit so change in section 80 c under DTC
it will direct affect to the decision for the
investment.

Under income tax act 1961long term capital gain
(LTCG) and Short Term Capital Gain (STCG) is
taken on the basis of yearly tax rate base that is
20% in case of short term investment no more
tax for the long term investment of equity
oriented scheme. But under DTC nothing like
separate percentage for the tax of LTCG and STCG
but Short term capital gain is taxable as half of
the amount of gain and added in taxable income
of individual In current tax home loan and its
interest are allowed for the deduction but under
DTC only interest is allowed for deduction
repayment of principle installment amount is not
allowed for deduction, so in future individual
who are investing in the real estate for tax benefit

* Kavishree Botadker Arts & Commerce College Botad
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they might be change their portfolio of
investment.

Under income tax act 1961 exemption limit for
saving is Rs.100000 now under DTC it is increase
from 100000 to Rs. 150000 and condition is that
individual can invest 50000 among this amount
only in life insurance and children tuition fees. In
life insurance investment if they invest as 5% of
sum assured then it will come under EEE other
wise it will be treated as EET and taxable at the
time of withdrawal at maturity. In this paper we
have focus that due to change in current income
tax act how individual change their preferences
towards the saving and investment option what
will be change and how it will affect to various
sector.

Literature Review:

In this research paper we have just covered main
two aspect that are

¢ View of individual

¢ View of media and report

Now the current income tax act replace by the
direct tax code..

Income tax act 1961
Wealthtax

Property tax Direct Tax Code

“The short duration instruments for tax savings
such as bank FDs, post office or deposits under
the senior citizen scheme will no longer be
available. On the other hand, with senior citizens
being on the higher side of age, longer tenure tax-
saving instruments like super-annuation fund,
gratuity funds, pension fund and provident fund
will not make sense.” - Balwant Jain, CFO of
Apnapaisa[1]

“The individual may consider diversifying his
investments through other taxsaver options”,
“However, before making any investment
decision, the individual should evaluate his
personal financial plan in addition to the tax
impact” -Parizaad Sirwalla, executive director,
Tax, KPMG

“DTC provisions will hurt persons servicing
home loans now, as repayment of the principal
amount will no longer feature as a tax-saving tool,

although, interestingly, deductions on the interest
paid will continue to be allowed,” - Mayur Shah,
tax director, Ernst & Young[2]

“We will pass on the DTC benefits to the
policyholders”(Life Insurance Corporation
Chairman TS Vijayan [3]

“The overall limit for investing in PPF has been
raised now. Hence, it makes more sense to
rebalance your debt-equity allocation (for tax-
savings) to PPF, given the attractive risk-free
rates.”- Prerana Salaskar-Apte, chartered
accountant and certified financial planner
BMR survey 2009 Media partner Mint and
CNBC TV [4]

BMR Advisors, in association with CNBC TV 18
and Mint, has undertaken this survey aimed at
gauging the reactions to the code and bench
marking it with global practices. The results of
survey outcome are presented.

Simplicity and brevity

The survey results revealed an overwhelming
support for the new code to achieve the
objectives of rationalization and simplicity in tax
compliance. Over three-fourth of respondents
felt that the code is simple and easy to understand.
e Over 70 percent of the individual tax payers
felt that they can now file their tax returns
without a tax expert; and

* 58 percent businesses felt that the new system
of claiming business expenditure is simple

Tax rate and slabs

Almost 67 percent of respondents felt that the
overall individual tax regime can be termed as
moderate and fair. However, 65 percent felt that
the proposed EET method would be a deterrent
in contributing towards provident fund scheme.
The proposed taxation of “not for profit
organizations” at a flat 15 percent rate was
viewed as detrimental to their growth by 42
percent of the respondents. Overall, Indian
corporates cheered the 25 percent tax rate with
71 percent of the respondents agreeing that it
would materially improve India’s tax to GDP
ratio in medium to long term.

Impact on capital markets

The proposal to remove concessional tax regime
for long term gains on listed securities elicited a
mixed response.
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¢ 44 percent of individuals felt that it will impact
their decision to invest in capital market;

¢ 51 percent of corporate felt the same However,
70 percent of the above respondents with short
view of the market felt that the change will not
impact them. 65 percent of respondents opined
that the move to remove concessional capital
gains tax for FIIs could impact their decision to
invest in India. However, 62 percent of the
respondents felt that a “pass through” status to
all venture capital funds is a welcome move and
would encourage investment.

Overall verdict

The new tax code has its share of critics, but
majority (75 percent) of the respondents agrees
and concedes that the direct tax code is a step in
the right direction.

Competitiveness of tax systems:

Tax framework is an important consideration
for businesses while measuring relative
competitiveness for determining their choice of

investment destination. On the other hand, there
is a competing governmental requirement for
steady and sustainable streams of revenues to
finance infrastructure, education and social
programmed.
Objectives:
+ To know the individual trend of saving and
investment after implementing direct tax code
- To know the satisfaction level and awareness
of the direct tax code
- To know the change in saving avenues due to
DTC policy with regards or relationship with
income of individual
- To know the saving purpose of individual
investors
Research Methodology
In this study we use the methodology of research
is based on the data are

Primary data

Secondary data

Sampling Method | Non Random Sampling Primary data is collected through the
Type Convenience based sampling questionnaire filled up by the public,
: Telephonic Interview
Sample size 250
Region Amreli District
Particular Number of people | %
1) Annual Income Slab 0-180000 78 31.2
180000-200000 52 20.8
200000-500000 84 33.6
500000-800000 24 9.6
800000 or more 12 4.8
Saving Avenues Insurance 122 40.13
Bank 60 19.74
Post office 45 14.80
Government Scheme | 9 2.96
Gold 22 7.23
Property 28 9.21
Other 18 5.92
Saving Purpose Tax benefit 68 35.79
For future income 62 32.63
Other 60 31.58
Aware about DTC Yes 60 49
No 62 51
Change in portfolio after DTC | Yes 98 80.33
No 24 19.67
Preferable Option under DTC | EET 27 22.13
EEE 39 31.97
Both 32 26.23
None 24 19.67

Reasons for investinent and saving:

HO: Reasons for investment are uniformly distributed

H1: Reasons for investment are not uniformly distributed
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Product fo fe (f, - f.)? |Calculated value < table value 0.534<5.99 so null
£ hypothesis is accepted so we can say that there
Tax benefit 68 16333032 is no specific purpose for investment.
For future income | 62 | 63.33 | 0.0285 Income relationship with its product
Other 60 | 63.33|0.185 selection:
Total 190 | 190 | 0.534 HO: Product selection is independent from
income of individual
H1: Product selection is not independent from
income of individual
Scale  0-180000 180000-200000 200000-500000 | 500000-800000 >800000 | Total
EET O 2(8.19) 6(7.52) 9(6.42) 10(4.87) | 27
EEE 0 19(11.83) 10(10.87) 5(9.27) 5(7.03) |39
Both 0 6(9.70) 10(8.92) 11(7.61) 5(5.77) | 32
None 0 10(7.28) 8(6.69) 4(5.70) 2(4.33) | 24
0 37 34 29 22 122

Table Value=21.03 < Calculated Value=24.6 so null
hypothesis is rejected we can say that income
and product selection under DTC are dependent.
Test for various product

Ho: Selection of various products under DTC is
uniformly distributed.

Ha: Selection of various products under DTC is
not uniformly distributed.

Product | f, fe (f,— JZ)Z
Jo
EET 27 | 30.5 0.4016
EEE 39 |[30.5 2.3689
Both 32 |[30.5 0.0738
None 24 | 30.5 1.3852
Total 122 | 122  4.2295

Since the observed *=4.2295 < y? ., =7.8147,
the decision is to fail to reject the null
hypothesis. There is no reason to conclude
that the frequencies are not uniformly
distributed. So we can say that the under DTC
there is neutral effect on various product and
equal choice of all the products

Findings:

v For the women no more tax benefit is given
so it affect to the women individual

v" Most of investor invest in insurance for
getting tax benefit but now it comes under EET
if policy holder not follow long term aspect as
5% of sum assured

v" Senior citizen have no more benefit as slab
is increase by 10000 only and expenses are too
much higher.

v DTC have major focus on long term
investment By making decrement in insurance
policy premium as EEE if investment is made 5
or less than 5% in policy it means invest in any
policy at least for 20 years.

v Dueto change in policy for 80 cit will change
the portfolio of investors and increase the
investment in the insurance as specific amount
increase by 50000 for purely insurance.

v Change in short term capital gain and Long
term capital gain it will affect positively to the
individual, people who are more concern with
the short term benefit they are easily maintained
it when their income is lower as STCG is taxable
half of amount of gain under income of individual
slab.

v Administrative cost will be reduced due to
the most people belong to the slab 180000-
200000 neararound 20% so these people income
tax is 2000 and its cost for maintaining is more
then income from tax for the government and it
reduce the efforts of government for collection
such less amount of tax

v" Most of the people having source of income
from the agriculture so they are not come under
any tax liability even if they are having more than
500000 income. so it doesn’t affect the
government treasury it increase or decrease tax
liability or increment or decrement in income of
those people.

v" Most of respondent belong the income slab
under 200000-500000 so government have less
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income as individual 4000(34000-30000) and
most benefit to the higher income people. So
4000 is tax saving for the public hand and in
pocket amount for public, so it reduces the direct
tax liability of an individual

v" Respondent are fear to give answer related
to tax aspect. And also educated people are
hesitating or face difficulty to give such answer
v' As people having more uncertain source of
income so they are not attract to buy a new
insurance policy as limit increases for getting
one year tax benefit, as it will become burden in
case of no or less income because of high
premium must be paid to sustain the policy. But
people having certain income but near or more
then 400000 income people able to invest more
for the policy other people are unable to pay
more amount as saving,.

v Most of the investor change the portfolio in
EET for getting short term benefit not for the
long term financial planning, Individual who are
saving and investing for long term planning just
they focus on PPF and PE.

Suggestion:

v" Due to the elimination of ULIP and ELSS
product under DTC it create huge loss for the
insurance companies as most public prefer ULIP
for the insurance as well as tax benefit, so it
should be continue under the section 80 C
product as EEE regime.

v' Give detail clarification of NPS (New Pension
Scheme) as it comes under the EEE regime and
may be some business people can’t follow this
thing also PF, PPE, GPF

Limitation:

v Respondent biasness for answering the tax
aspect answer and less awareness about DTC

v' DTC formed since last few year but it is not
applied so may be in 2012 it applied.
Conclusion:

We can say on all over research individual are
investing mostly in insurance sector so longer
term aspect may increase the burden for investor.
People who invest in real estate and other
security now they are safe as STCG is not
applicable at any flat rate, it is taxable as a yearly
income slab as half of the amount. And ULIP and
ELSS are not now attractive avenues for

investment under DTC.
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DTC Direct Tax Code
EEE Exempt Exempt Exempt
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PPF Public Provident Fund
PF Provident Fund
GPF Government Provident Fund
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NEW CONCEPT OF ENVIRONMENTAL ACCOUNTING

Mr. R. ]. Bhatt *

Abstract
Environmental accounting is an important tool for understanding the role-played by the
natural environment in the economy. Environmental accounts provide data which highlight both
the contribution of natural resources to economic well-being and the costs imposed by pollution or
resource degradation. For this reason, researcher has try to identified major tool for understanding
and work progress of the environment account, it can help them improve environmental
management. In this research paper included basic concepts of environment accounting, its types of

various cost and its necessary on modern culture.

Introduction:-

In recent years, environmental pollution
becomes so acute and the stakeholders’
awareness to the issue becomes so serious that
environmental accounting has become a strong
branch of accounting. Still attention towards the
style and recognition of environmental
accounting is not a generalized one. Legal
authorities, standard setting bodies and other
regulators cannot come to a consensus regarding
the conceptual framework of environmental
accounting and its disclosure. Thus, such
disclosure is not mandatory rather voluntary that
has no specific style or format. With the passage
of time, more guidelines are coming in
customized format that may lead us to reach a
common format for recognizing environment
related data and disclosure thereof through
financial statements. Still, such disclosure is
guided by the social responsibility and
commitment on the part of the entities that work
as strong agents for polluting the environment.
In this paper, the theoretical foundation of
environmental accounting and reporting is
discussed with special reference to India. More
emphasis is given on environmental accounting
and awareness for that as this is supposed to be
the need of today.

What is Environment Accounting:-

The term environmental accounting has many
meanings and uses. Environmental accounting
can support national income accounting,
financial accounting, or internal business
managerial accounting. This primer focuses on
the application of environmental accounting as
a managerial accounting tool for internal
business decisions. Moreover, the term
environmental cost has at least two major
dimensions: (1) it can refer solely to costs that
directly impact a company’s bottom line(here
termed “private costs”), or (2) it also can
encompass the costs to individuals, society, and
the environment for which a company is note
countable (here termed “societal costs”). The
discussion in this primer concentrates on private
costs because that is where companies starting
to implement environmental accounting
typically begin.

However, much of the material is applicable to
societal costs as wellA flexible tool to provide
information not necessarily provided in
traditional managerial systems. Goal of
environmental accounting is to increase the
amount of relevant data for those who need or
can use it"Relevant data “ depends on the scale
and scope of coverage. Applicable at different

* 1/c. Prin. P.GPatel Commerce College-Morbi
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scales of use and scopes (types) of coverage.

- Application at an individual process level
(production line), a system, a product, a facility,
or an entire company level

- Coverage (focus) may include specific costs,
avoidable costs, future costs and/or social
external costs

 Decisions on scale and scope of application
significantly impact ability to assess and measure
environmental costs

- Process vs Facility

- Discreet costs vs Hidden vs Contingent vs
Image Costs

Why do Environment Accounting:-
Environmental costs are one of the many
different types of costs businesses incur as they
provide goods and services to their customers.
Environmental performance is one of the many
important measures of business success.
Environmental costs and performance deserve
management attention for the following reasons:
(1) Many environmental costs can be
significantly reduced or eliminated as a result of
business decisions, ranging from operational and
house keeping changes, to investment in
“greener” process technology, to redesign of
processes/products. Many environmental costs
(e.g., wasted raw materials) no added value to a
process, system, or product.

(2) Environmental costs (and, thus, potential
cost savings) may be obscured in overhead
accounts or otherwise overlooked.

(3) Many companies have discovered that
environmental costs

can be offset by generating revenues through
sale of waste by-products or transferable
pollution allowances, or licensing of clean
technologies, for example.

(4) Better management of environmental costs
can result in improved environmental
performance and significant benefits to human
health as well as business success.

(5) Understanding the environmental costs and
performance of processes and products can
promote more accurate costing and pricing of
products and can aid companies in the design of
more environmentally preferable processes,
products, and services for the future.

(6) Competitive advantage with customers can
result from processes, products, and services that
can be demonstrated to be environmentally
Preferable.

(7) Accounting for environmental costs and
performance can support a company’s
development and operation of an overall
environmental management system. Such a
system will soon be a necessity for companies
engaged in international trade due to pending
international consensus standard 1SO 14001,
developed by the International Organization for
Standardization

Environmental Accounting, its Necessary:
*Environmental cost can be significantly
reduced or eliminated as a result of business
decisions.

* Environmental costs may provide no added
value to a process, system or product (i.e. waste
raw material )

* Environmental costs may be obscured in
general overhead accounts and overlooked
during the decision making process

* Understanding environmental costs can lead to
more accurate costing and pricing of products.
* Competitive advantage with customers is
possible where processes and products can be
shown as environmentally preferable

Types of Environmental Cost:
Environmental Costs divided into three parts:
1. Conventional:

Material, supplies, structure and capital costs
need to be examined or environmental impact
on decisions. The costs of using raw materials,
utilities, capital goods, and supplies are usually
addressed in cost accounting and capital
budgeting, but are not usually considered
environmental costs. However, decreased use
and less waste of raw materials, utilities, capital
goods, and supplies are environmentally
preferable, educing both environmental
degradation and consumption of nonrenewable
resources. It is important to factor these costs
into business decisions, whether or not they are
viewed as” environmental” costs.
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EXHIBIT 2
Examples of Environmental Costs Incurred by Firms

FPorentially Hidden Costs
Regulatory Uipfront Voluntary

(Beyond Compliance)

Motification Site studies Community relaticns/

Reporting Site preparation outreach

Maonitaringftesting Pemitting Maonitoringftesting

Studies/modeling R&D Training

Remediation Engineering and Audits

Recordkeeping procurement Cualitying suppliers

Plans Installation Reports (e.g., annual

mggom E-Culwepliﬂnai. Costs | :a!mrrﬁr;;ental reporis)

Manifesting i Capital equipment | Planning

Labeling : Materials i Feasibility studies

Preparedness | Labor I Remediation

Protective equipment 1 SU_F_'-'PHE'S : Recycling

Medical surveillance | Utlities | Environmental studies

Environmental R s ! R&D

insurance 1 Salvage value i Habitat and wetland

Financigiassurance " = o . a4 protection

Pollution contro Roskanil Landscaping

Spill response Closure/ Oiher environmental

Stommwater decommissioning projects

managemeant Disposal of inventory  Financial support to

Waste management Post-closure cane envircnmental groups

Taxesifess Site sunvey andior researchers

Contingemn Cosis

Future compliance casts Remediation [ egal expensas

Penaltiesfines Property damage Matural resource

Response to future Personal injury damages

releases damage Economic loss
damages

Image and Relationship Costs

Corporate image Relationship with Relationship with

Relationship with professional staff lenders

customers Relationship with Relationship with

Relationships with workers hiost communities

investors Relationship with Relationship with

Relationship with insurers  suppliers regulators

2. Potentially Hidden:

Exhibit 2 collects several types of environmental
costs that may be potentially hidden from
managers: first are upfront environmental costs,
which are incurred prior to the operation of a
process, system, or facility. These can include
costs related to sitting, design of environmentally
preferable products or processes, qualifications
of suppliers, evaluation of alternative pollution
control equipment, and so on. Whether classified
as overhead or R&D, these costs can easily be
forgotten when managers and analysts focus on
operating costs of processes, systems, and
facilities. Second are regulatory and voluntary

11

environmental costs incurred in operating a
process, system, or facility; because many
companies traditionally have treated these costs
as overhead, they may not receive appropriate
attention from managers and analysts
responsible for day-to-day operations and
business decisions. The magnitude of these costs
also may be more difficult to determine as a result
of their being pooled in overhead accounts. Third,
while upfront and current operating costs may
be obscured by management accounting
practices, back-end environmental costs may not
be entered into managementaccounting system
sat all. These environmental costs of current
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operations are prospective, meaning they will
occur at more or less well defined points in the
future. Examples include the future cost of
decommissioning alaboratory that uses licensed
nuclear materials, closing a landfill cell, replacing
a storage tank used toehold petroleum or
hazardous substances, and complying with
regulations that are not yet in effect but have
been promulgated. Such back-end environmental
costs may be overlooked if they are not well
documented or accrued in accounting systems.
Exhibit 2 contains a lengthy list of “potentially
hidden” environmental costs, including examples
of the costs of upfront, operational, and back-
end activities undertaken to (1) comply with
environmental laws (i.e., regulatory costs) or (2)
go beyond compliance (i.e., voluntary costs). In
bringing these costs to light, it also may be useful
to distinguish among costs incurred to respond
to past pollution not related to ongoing
operations; to control, clean up, or prevent
pollution from ongoing operations; or to prevent
or reduce pollution from future operations.

2. Contingent:

Penalties/fines, property liability, legal)Costs
that may or may not be incurred at some point
in the future — here termed “contingent costs”
— can best be described in probabilistic terms:
their expected value, their range, or the
probability of their exceeding some dollar
amount Examples include the costs of remedying
and compensating for future accidental releases
of contaminants into the environment (e.g., oil
spills), fines and penalties for future regulatory
infractions, and future costs due to unexpected
consequences of permitted or intentional
releases. These costs may also be termed
“contingent liabilities” or “contingent liability
costs” Because these costs may not currently
need to be recognized for other purposes, they
may not receive adequate attention in internal
management accounting systems and forward-
looking decisions.

3.Image:

Some environmental costs are called “less
tangible” or “intangible” because they are
incurred to affect subjective (though
measurable) perceptions of management,

customers, employees, communities, and
regulators. These costs have also been termed
“corporate image” and “relationship” costs. This
category can include the costs of annual
environmental reports and community relations
activities, costs incurred voluntarily for
environmental activities (e.g., tree planting), and
costs incurred for P2 award/recognition
programs. The costs themselves are not
“intangible,” but the direct benefits that result
from relationship/corporate image expenses
often are. Relationship with employees,
customers, suppliers, regulators and
shareholders

Environmental Costs:

Costs incurred to comply with environmental
laws are clearly environmental costs. Costs of
environmental remediation, pollution control
equipment, and noncompliance penalties are all
unquestionably environmental costs. Other costs
incurred for environmental protection are
likewise clearly environmental costs, even if they
are not explicitly required by regulations or go
beyond regulatory compliance levels. There are
other costs, however, that may fall into a gray
zone in terms of being considered environmental
costs. For example, should the costs of production
equipment be considered “environmental” if it
is a “clean technology?” Is an energy-efficient
turbine an “environmental” cost? Should efforts
to monitor the shelf life of raw materials and
supplies in considered
“environmental” costs (if discarded, they
become waste and result in environmental
costs)? It may also be difficult to distinguish some
environmental costs from health and safety costs
or from risk management costs. The success of
environmental accounting does not depend on”
correctly” classifying all the costs a firm incurs.
Rather, its goal is to ensure that relevant
information is made available to those who need
or can use it To handle costs in the gray zone,
some firms use the following approaches:
allowing a cost item to be treated as
“environmental” for one purpose but not for
another, treating part of the cost of an item or

inventory be

activity as” environmental” or treating costs as
“environmental” for accounting purposes when
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a firm decides that a cost is more than50%
environmental. There are many options.
Companies can define what should constitute an
“environmental cost” and how to classify it,
based on their goals and intended uses for
environmental accounting. For example, if a firm
wants to encourage pollution prevention in
capital budgeting, it
distinguishing (1) environmental costs that can

might consider
be avoided by pollution prevention investments,
from (2) environmental costs related to
remedying contamination that has already
occurred. But for product costing purposes, such
a distinction might not be necessary because
both are costs of producing the good or service.
Overview Summary of Environmental
Accounting:-

Flexible tool to provide relevant data not
ordinarily captured in traditional systems.
Successful application requires up-front
understanding of scale and scope of application.
Once identified, information needs to be
communicated/distributed to decision makers
and considered as a component of management’s
decision making criteria

1.1 Environmental accounting system:-
Environmental Accounting systems typically fall
into one of three categories:

Reactive

Proactive

Leadership

1. Reactive:-

Typically spread costs (capital and expense)
across categories.
Environmental costs typically not assigned to

various overhead
specificline/process or activity. Reactive system
fails to provide indication or quantification of
environmental costs. As a result it fails to identify
cost drivers and minimizes opportunity to
develop tactics to reduce these costs

2. Proactive:-

Costs are categorized and assigned to specific
process and activities. Costs incurred can be
identified, classified and quantified but are
limited to discreet costs. Decisions typically

focus on incremental activities ( i.e. minimize
waste, etc.).

3. Leadership:-

Includes both financial and non-financial issues
in the relevant data used in the business decision
process. Systems are designed to include value
chain perspectives. Both the process as well as
the product are evaluated for relationship
between inputs and overall value provided to
minimize “total costs”.

How to Application Environmental
Accounting System:-

Utilization of data generated from application
of environmental accounting tool can be used
for a variety of decision classes including:

Cost Allocation

Capital Budgeting

Product Design

1. Cost Allocation:

Goal - Bring environmental costs to attention of
corporate stakeholders. Four steps in
environmental cost allocation:

a. Determine scale and scope of the application
b. Identify environmental costs

¢. Quantify those costs

d. Allocate those costs to responsible product,
process or system

Cost allocation can divide into two parts:-
1. Traditional cost system:-

/

Toxic Waste
Product B

Other
Overhead

S

S

Allocated
Overhead

Product A

Product B

/

\

2. Modified Allocation System:-

/

Other
Overhead

Toxic Waste
Product B

Allocated
Overhead

\ Product A

Product B /
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Application of Environmental Accounting
typically used in conjunction with:

- Activity Based Costing (ABC)

- Total Quality Management (TQM)

- Business Process Re-engineering

- Balanced Score Card
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SCIENTIFIC MANAGEMENT

Mr. K. R. Rathod *

Scientific management became increasingly popular in the early 1900s. In the early 19* century,
scientific management was defined as “that kind of management which conducts a business or
affairs by standards established, by facts or truths gained through systematic observation, experi-
ment, or reasoning.” In other words, it is a classical management approach that emphasizes the
scientific study of work methods to improve the efficiency of the workers. Some of the earliest
advocates of scientific management were Frederick W. Taylor (1856-1915), Frank Gilbreth (1868-
1924), Lillian Gilbreth (1878-1972), and Henry Gantt (1861-1919).

Frederick Winslow Taylor

Frederick Winslow Taylor took up Henry
Towne’s challenge to develop principles of
scientific management. Taylor, considered
“father of scientific management”, wrote The
Principles of Scientific Managementin 1911. An
engineer and inventor, Taylor first began to
experiment with new managerial concepts in
1878 while employed at the Midvale Steel Co. At
Midvale, his rise from laborer to chief engineer
within 6 years gave him the opportunity to tackle
a grave issue faced by the organization - the
soldiering problem. ‘Soldiering’ refers to the
practice of employees deliberately working at a
pace slower than their capabilities. According
to Taylor, workers indulge in soldiering for three
main reasons:

i. Workers feared that if they increased their
productivity, other workers would lose their
jobs.

ii. Faulty wage systems employed by the
organization encouraged them to work ata slow
pace.

Outdated methods of working handed down
from generation to generation led to a great deal
of wasted efforts.

Taylor felt that the soldiering problem could be
eliminated by developing a science of
management. Table 2.4 presents the steps in
scientific management. The scientific
management approach involved using scientific
methods to determine how a task should be done
instead of depending on the previous
experiences of the concerned worker.

Four Steps in Scientific Management

Step Description

Step 1 Develop a science for each element of the job to replace old rule of thumb methods.

Step 2 Scientifically select employees and then train them to do the job as described in Step 1.

Step 3 Supervise employees to make sure they follow the prescribed methods for performing
their jobs.

Step 4 Continue to plan the work but use workers to actually get the work done.

Adapted from "Management Theory" Management Principles and Practice II, <http://
jeeves.commerce.adelaide.edu.au/courses/mpp2/slides/Management_theory.pdf>

In essence, scientific management as propounded by Taylor emphasizes:

i. Need for developing a scientific way of performing each job.

* Lecturer, M.].College Of Commerce, Bhavnagar
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ii. Training and preparing workers to perform
that particular job.

iii. Establishing harmonious relations be-
tween management and workers so that the job
is performed in the desired way.

iv. Adapted from Peter E. Drucker, The Prac-
tice of Management (New York: Harper Busi-
ness, 1986) 280-286.

The two major managerial practices that
emerged from Taylor's approach to management
are the piece-rate incentive system and the time-
and-motion study.

Piece-rate incentive system

Taylor felt that the wage system was one of the
major reasons for soldiering. To resolve this prob-
lem, he advocated the use of a piece-rate incen-
tive system. The aim of this system was to re-
ward the worker who produced the maximum
output. Under this system, a worker who met the
established standards of performance would earn
the basic wage rate set by management. If the
worker's output exceeded the set target, his wages
would increase proportionately. The piece-rate
system, according to Taylor, would motivate
workers to produce more and thus help the or-
ganization perform better.

Time-and-motion study

Taylor tried to determine the best way to per-
form each and every job. To do so, he introduced
a method called "time-and-motion" study. In a
"time-and-motion" study, jobs are broken down
into various small tasks or motions and unnec-
essary motions are removed to find out the best
way of doing a job. Then each part of the job is
studied to find out the expected amount of goods
that can be produced each day. The objective of
a time-and-motion analysis is to ascertain a sim-
pler, easier and better way of performing a work
or job.

Adapted from joan Magretta and Nan Stone, What
managementis?(Newyork: Free press, 2002) 24-
27 and Kathryn M.Bartol and David C. Martin,
Management (USA: Irwin McGraw-Hill, Third
edition, 1998) 41-42.

Frank and Lillian Gilbreth

After Taylor, Frank and Lillian Gilbreth made nu-
merous contributions to the concept of scien-
tific management. Frank Gilbreth (1868-1924)

is considered the "father of motion study." Lillian
Gilbreth (1878-1972) was associated with the
research pertaining to motion studies. Motion
study involves finding out the best sequence and
minimum number of motions needed to complete
a task. Frank and Lillian Gilbreth were mainly
involved in exploring new ways for eliminating
unnecessary motions and reducing work fatigue.
The Gilbreths devised a classification scheme to
label seventeen basic hand motions - such as
"search," "select,” "position,” and "hold" - which
they used to study tasks in a number of indus-
tries. These 17 motions, which they called
therbligs (Gilbreth spelled backward with the't'
and 'h' transposed), allowed them to analyze the
exact elements of a worker's hand movements.
Frank Gilbreth also developed the micromotion
study. A motion picture camera and a clock
marked off in hundredths of seconds was used
to study motions made by workers as they per-
formed their tasks. He is best known for his ex-
periments in reducing the number of motions in
bricklaying. By carefully analyzing the
bricklayer's job, he was able to reduce the mo-
tions involved in bricklaying from 18 % to 4.
Using his approach, workers increased the num-
ber of bricks laid per day from 1000 to 2700 (per
hour it went up from 120 to 350 bricks) without
exerting themselves.

Lillian's doctoral thesis (published in the early
1900s as The Psychology of Management) was
one of the earliest works which applied the find-
ings of psychology to the management of orga-
nizations. She had great interest in the human
implications of scientific management and fo-
cused her attention on designing methods for
improving the efficiency of workers. She con-
tinued her innovative work even after Frank's
death in 1924, and became a professor of man-
agement at Purdue University. Lillian was the first
woman to gain eminence as a major contributor
to the development of management as a science.
In recognition of her contributions to scientific
management, she received twenty-two honorary
degrees.
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Gantt scheduling chart
Week Number
JOB
1 2 3 4 5 6 7 8
’ |
B | |
| —p——]
C i |
D

T 1 Scheduled activity time

_ Actual progress

E Time for Nanproductive

Current date

acuvity

Henry Laurence Gantt

Henry L. Gantt (1861-1919) was a close associate
of Taylor at Midvale and Bethlehem Steel Gantt
later became an independent consultant and made
several contributions to the field of management.
He is probably best remembered for his work
on the task-and-bonus system and the Gantt
chart Under Gantt’s incentive plan, if the worker
completed the work fast, i.e. in less than the
standard time, he received a bonus. He also
introduced an incentive plan for foremen, who
would be paid a bonus for every worker who
reached the daily standard. If all the workers
under a foreman reached the daily standard, he
would receive an extra bonus. Gantt felt that this
system would motivate foremen to train
workers to perform their tasks efficiently.

The Gantt Chart (see Figure 2.1) is still used today
by many organizations. It is a simple chart that
compares actual and planned performances. The
Gantt chart was the first simple visual device to
maintain production control The chart indicates
the progress of production in terms of time
rather than quantity. Along the horizontal axis
of the chart, time, work scheduled and work
completed are shown. The vertical axis identifies
the individuals and machines assigned to these
work schedules. The Gantt chart in Figure 2.1
compares a firm’s scheduled output and expected
completion dates to what was actually produced
during the year. Gantt’s charting procedures were

precursors of today’s program evaluation and
review techniques.
LIMITATIONS
MANAGEMENT
Scientific management has provided many
valuable insights in the development of
management thought. In spite of the numerous
contributions it made, there are afew limitations
of scientific management. They are:

- The principles of scientific management revolve
round problems at the operational level and do
not focus on the management of an organization
from a manager’s point of view. These principles
focus on the solutions of problems from an

OF SCIENTIFIC

engineering point of view.

- The proponents of scientific management were
of the opinion that people were “rational” and
were motivated primarily by the desire for
material gain. Taylor and his followers
overlooked the social needs of workers and
overemphasized their economic and physical
needs.

- Scientific management theorists also ignored
the human desire for job satisfaction. Since
workers are more likely to go on strike over
factors like working conditions and job content
(the job itself) rather than salary, principles of
scientific management, which were based on the
“rational worker” model, became increasingly
ineffective.
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09. Machinery spares that can be used only in
conjunction of specific asset shall be capitalized.
AS 13 ACCOUNTING FOR INVESTMENTS:—
01. Current and long term investments shall be
disclosed by proper classification.

02. Acquisition charges should be included in the
cost of investment.

03. Current investments shall be disclosed at
lower of cost and fair value.

04. Long term investments shall be disclosed at
cost

05. Provision for decline to be made.

06. Adopted accounting policy, classification,
income, profit/loss on disposal shall be disclosed
properly.

07.Significant restrictions on right of ownership,
realization of investment and remittance of
income and proceeds of disposal thereof shall
be disclosed.

AS- 16 BORROWING COSTS :-

01. Borrowing cost which is directly attributed
shall be capitalized.

02. Borrowing cost that can be capitalized are
interest and other cost that are directly

attributable to the acquisition, construction and
production of a qualifying asset.

03. Income on the temporary investment of the
borrowed funds to be deducted from borrowing
cost.

04. Capitalization of borrowing costs should be
suspended during the extended periods in which
the development is interrupted.

05. Capitalization should cease when completed
substantially.

06. Actual or imputed cost of Owner’s equity/
preference capital do not treated as borrowing
costs.

07. Financial statements to disclose the
accounting policy adopted for the borrowing
costand also the amount of such cost capitalized
during the period.

Reference
1.http://www.icai.org/new post html? post id
= 2805&c id=221
2. Indian Accounting Standards by Ashish K.
Bhattacharyya

3. http://www.icwai.org /icwainew/index.asp

Research Zone India- 11, Vol. (3) Apr. May. June.- 2023 I (27)



Commerce

Research Zone India- 11, Vol (3)
JUNE.- 2023  Page. 28- 32
ISSN 2319-8168

AL uqlarfl adsia,»uy vA 2uadl s

30, enfadl dsuL *

Y512l uala 20lls 19 slal e9di A 4Hl%s 219 Alds uglad ua sdl asia (sL2A4.3.4éa 2004) .21l
a5l ugla- @al, [Ra4l, Rigidl, dqzalda s d-l s veald qqod] 9320 o 8. 46512 Yed uhg
[Qeigil 2ulds @qzal, sl a1d wold 513 524 A Al At 219 16l 21e a9, Ales i uel
ASSR KAl 4 € (Y512 AAA 1915 217 As5iR 2UHI%+ A4AA 1948).

1. Aesdl wqla-dl az2id:

a2 el oot wzRuidiMiEll A5l ugla-l Gera
2l 9 A4 sl asid. wellooidHl ul Aesi-l eiadl
Al A . (31,1850 U2 1998 HauHHIS U2,
2001). 21l % 1AL -l Risgida u3513) By
SISl URRUR AIUA AHLAL AR+t Rissid 2%
sAl 8. wadHinul [Qsady ot o sl desidl uglasi
AlEulsL @A 2l ©.

AU [l Breani ad nam A5l Geaiad @izl
Ao1e 13U YUl A s¢l asi. 2B sild s18
wogRle, ML aadl A5l wgld ML Uil 17959
A3 24l gdl. %l 3 [@sani wssil ugla-dl azsid
Auld Ssfazod walHud dluadl 214 Bawer
184441 2l el 4 dam sl usiu (3eaé1959).
Brewt-l 2 A1ss Aes] Haolld B2 wtd §. 2 %
Ad ol aesR] @R a0l M2 g o 9.
82, &7, ges v 8ol AR Aesdl ugla-u (s
Hioel waudl sul edt. (2l Fuueus wed, 2001).
AL A5 ugladl Qs 1917 usdl 24l 9 du
EMEIETEN

1.1 clRddl Assl] wqla:

MIdul 33Rs sl Aes1F] du sl
2131e(1897) 4 clidHl wes1El Ul 5 {d disBiy
oirfl 93 d W2l Hecdrl YAHL Sdl. BdR UBI A
oPUAML UAE R A endHl AL &5 A1)
ugla-dl azxida-dl HEa (r 214.4dl.,1997) 8.
Yoot SlRIIRYR [Yealnl UxiaHi 189240 ussizl
ugfa-dl ¥ 432id 45 edl d ASsR-AL G A¥Hl 2l
st vid [BR1eL He 5B olsl el sail [Alausy
Asotd-{l oamel edl. Vigdia w3Ruld udl A
Hofl 2& d =9 o 33| claell 18844i vid (A wRl

AR S vl edl. 189441 HyR Uidui I
wl@asial dssidl uglan Aol 1A d usiRd, s Aolsn
2 8. AssFl ugla-dl w3Ruld-Al Heairl el
alRd U512 3ad dl AMQAL HeamLtiAL 2l
™IRdHl Co-oprative credit societies Act - 1904
Ui AHAUD Y5 el FHL B Hulpi-l
A20iq sl iorals w4, i usRAl Haoll2ild
&3] vt 1R 244, 61 Qe (5L seUML 21y,
2L Al Rl 48531 ugladl sigel 2azu-dl a32id
A5, GlBAldl AHU A1 AL Soiedl Y Al AHRAIL
el qgal qiofl 21 Aesi] &a [MRLHL dlsl Al
AL, 0l MIRdHL 200431 ALY AssIE] 529 (AL
Ul Yi: @[Ad sl Ml dg-iad ARQ AL
sl A ¥4 2Rs §i AMQ a3 ya 2ia
valHl 2d 9. 2L ARl MaHeil xua s3
A5 Ant-dl nadHid euMu Rafd Yaraidl udet
sla Ml Udl UL 9.

1.2 AssR] walddl [@Asi H2AL Wdetl: MRdul
el usdl 4 uedl Hsdoi AMQ (1915) dl @
(2002) s2*uit AesI?] ol [Rsi a0 [afe
AR, YL, el %@l 3, d-l seseli-l
U 524l [AlAA siel, FaMl adl d-dl 24Md scUMl
dE 2 AHUIAR Al ¥3RU UHIEL 551 YLl
sAML 294 9. R AU MR, sl Hay
(A2 gy ey ©. 2ed % [.L.O.5 1965 ui
56y 9. 3 HRAMl Assl ugladl WM AR5 AR
Ul B, % 3 ] AR, AN 5 MRdAUl AssIF]
ugd wadsid Raf wie wal w5+l Birt o33l ulzu
A A eddAu ldld el
& (sl.6fl.9.qsul 1912).

1900-1930-i1 doissl (uan): 19+ u€ll dedl

*quRld elad, delkll dAgURRIsYL ellaqdar  yRaldl, eaqdor.

(28) I Research Zone India- 11, Vol. (3) Apr. May. June.- 2023



I ISSN 2319-8168

il A 1L H3o{lAll uUM v UL s 2.
1904+l s1—>U42q 332 Aiuddl ise dxey 19121
ALl si—2uRa Ay w1524l wesi
{0l Mictter 2iualdl sl -l a32id
edl. uRoue 19199 AesiR Midly Qv ol odl.
335 Msicun AR, psadal aMQ, Asdan WA,
AU st 2 2UBseAR A2 HIRYdS 2rRUE
syl edl ¥ 835 oumels s AesFl Haoll sidl Hidut
i 25 oUMA Aesl] Hsull iRl Azl Aami »uag,
AT, AU 5% [AR1UrAL (AR dABRAl s1H AssI13]
uglan Alg ¥ Avid S % 4] ugla ol Al
dl A eiRd-l Adl e+l [Bwedl 25 HisL e
w2 Y odl.

1930-1950-1 detssi (eflol): 1930 =l 1950
el And 6ls 2ls SEUL gl AesF] H3ollatisl
[Asinl wecardl o5 Reuda. RBI 2 193440
wRseurd 332 wudi-e (ACD)-L duer uesitl 53%
e veafad ye:fel aoasl 4l wisalsd
ogiatcll Sl sAUML 2Uefl ecll. 1942¢ RBI2A villandleit
Alotrd ss1 w2 wildy AesiEl o sy—[Bre
Aaddl Yl wisail 2129 s4l edl. 1945 ydl ol 3
AesiFl AR QA He 2] sdl. 194541 viuseaa
Sl Aol AR 247 SR wiFaL AL
2L s Ul L Yl Rl wesRl uglaul
Higolldl Rrel, Mol ot 2l Ysul edl. Assizl
Aot [Fresodl M2 s wesiFl {aollaliAl 58 il
elalell d ualHi 25l 4 dl dd safdd. 20 M2
A5 Haoll2Ain 2800 2inall RBudd 30 odl.
1950-1990 asissi (o{1%1): 2umiEl oue w3iidHl
il 253U 24, ] 24105 (A5 24 dR551 A L
AUl A S5 @gd Al 2dd. desizl
Haolllivl Aoousaia el dda atd Skl 3¢
332 ud (AIRCS) 1 us13] 2ie4l AL % Al
Y3g dstl (Rade, (R, didd, s adlaeyi uea
opul olleldl-{l e 530 odl. ol dasly
@218l vl Sdell Ass1F] Al [Frsn oy dl
A, Yet:olset 539 HSH 2L AAal UsR+{] 221l Gedl
5l HiSul. AUIR) olsivl AvdluseL HiRsd AUkl
GlsinL 2R AMi uA el AL RR1LL YA oirdl UHe
B (sL.oll.o.usul 1912). szl H3o(>0HL AR SR+
AU A8l AestF] H3o{l2AlA Yidlnl AHIA SRRIML
ofie 0913 salel veL 539 wdl. +{l (el [Qula
U2 AL Haoll2AAL Aeugly eigin 4 yal drll.
AL s H3ollatidl AstouSHL sl el
oled Y4l A AaAlRs sHA2AL ag Y1 wsdiHl
AU AHAMT Y5 ol Sl YAl Y wialnl
oled 2undeldl (U2=1) adld adaid 23 £ eq.
1990 ugldl daetssi(Alal): wesdl uql-l

(asiuul Y2l dledalqi sidd A LRddl,
glanlsadAlL uReud wesR] Haullaiddl Bria
gl 1ol Wl el 21AR0 w51 uglan Ywlad
2 Yel: ADSA ol ds el ol B, 2L ANy
slMald gl Ala, waclasyz, [@v wilea,
dl.aia. i 491 ARQtnAL Yastidl Audlsel
ol tid €l odl. % % AisuBa u s (199540)
Rayad SIS SR AlA D viseHl YURL
Y, 218 Hlaul WL M oL sluel 501 Aledd
A5 H3ollall Aal el S50 uRadld a1l
oflatallsS sclHl A, ¥ UesZ] Haollalia ey
AL A8 B12 8. U 9l AestZ] Ax-ll Raf Sidl
sl st 3 ARl ASIRAL Wt v AR YAl WHA
2l o1ed AT Ul Baldr AAeioll el ol glanll
el Yt Aol sall didl a2 sdl welidl 2004340
ul. e AR 2L s2aUM 2UAa. 20 1A QAL
yaidel yaudid sudlsa s30 asi dal s
el s1Mo(3] gl aRaMl ad.

1.3 alrdla dFoL wav: Aesdl wald wa 63
uga sl siaHl d-fl eyfst asll o sl oq
8. HIRdAHLAMS dMe AR Id G5 Rl [AsAd]
ol 1oL 9. AlBs G50 qaauml Ravd 615 2lis S,
22 65 2lis SRul dal d-l edldll oist, qwidl éist,
Aes] olst, AailBy A, Alad dmi siulkas,
A e siRad, [@2ell 6ist 4913 dul »d@s
1Rl 6501 e 2all Arlsl, BRARL, AlgsIR,
QI s3I, dless, 2alloist adl-dl yHId
AL,

1.3.1 AesI] 68l MRd-AL AEoL MMl AesiF]
6lsie, 5% 2 Aval IR 68 sl © i 9. ¢9dl,
sl oisi-l uqla vid A w1 qsndd sial
dq Hecd Afags ey 9. AL d HRdHl
S51U0UAL A1 6l HIo] Bldlu 8. Fui 2l
el A3 A% AsIL] sl % HiUE 6l5 9. MK saul
Preetl My Aes1E] 6isl 244 Wil sauzt vidl [@Qvus
Axy (i vdl [@vas wals wesidl [@Bie daollai
9. diopouni-l [Aml [gald ] AHduL 9. ¥4l
Heue ol (s 65 2 walis ol [As 6l
8. AssIF] ollEaL oy s, vzl 244 Rl
g [S22) wiry 6151 530l 242l U3 . WARS sau-l s sl
Hq3oflall 21op 2Rl Aes] GisiA Micdledt Y3 ULzl
i [Raue ogoaal ALY seut Aolls sidd €.
1.3.2 cliRdHi wHleL Ass] olsi: cudul AssIE]
6l(50L ugla AL seut et 244 [BR1eL 43 wsadl
ollotd i widIlzw o4Mst madl 9. Review of
committee Arrangements and Institutional
Credit for Agricultural Rural Devlopment 1979
gl ofl . Qam ARAdl HeAHeHAL 2812 5 A1
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198240 -endl AL s3@ ©. (National Bank
for Agriculture and Rural Development).iL 6i5+]
sifaol Asld wm [Rsrl sidsHia Gz »id A
(sl uxleui asral e vidl 24 Brivid uglaxil
Hi2 [BReel qadd Yl wedld ey 9. B saust
ALBLS, AlBlord, Adl, Geliol 43 AxliA uLlL A1)
oisial 2493l dlal 9.

AURAHL 200941 &5 e MR, Y (A8l 53l
5@ 96034 s Al ol FHL 31 A% Ass1F
6is1, 370 Preal Heue e s3] 615l 21 95663 wius
vid [AR1eL AssF] Haollatl sdl. e A alsuduonsg
vid [BR121L sl g 717 qesi)] Al odl. ¥l 20
20 51 Vit 7 AL [R514 6151 241 697 WUs
AssIF] Vi 2 AL [R5 oist edl.

2. tddl ussidl uqldl [@Asa: curdl
ALSIRAL ASAHL LU HBIRABR Ul 54 Hecdr,
U 819 9. 19041 AesI] sl AHE USdl
GRUSIHE 188941 1A e wirdlrd AslusIR] Aesiz)
Hqsollot i ud uaH AssIF] H3olll 2a1s dliRa
MUY 9. odHi Al wad vidl [@vas wss1Rl
{30l 190440 »uslale [redldl [QuayR duHHi
24d ARG gsH M3 [Fedlni o luey
Si—2uARa A5, 191241 2+ 531821 UMM
(afaa s1ds1R] Assd] Haoll, 192140 Yaul
S QAL HIZ HeslFl Heoll,1934-3541 uesizl
ol [As14 615,194041 ARl oumHi g& 3ol 1A
194640 visL Predl-l i Ml si—20uRa Bies
Ulsyd YRud [ sdd sila wel 209 [QeaeRu
wyaE o-{l 6] 9. uad dwy Hidley A5 195140
AYSIHL A3 SAML 2UAA. ARUAHL AL UUH i
Aes1Fl wis Geiol Heoll [4.195540 ssidlui
A, AAUMS vid-AL A2 sild s S8l -l
UL 197441 4. d o Ad 197940 dlalsiul &ast
ALSS" Al @yl s2cuMi el 244 198540
AU vl Borst Al 2y 2S, 20H
1889—1985 £33l Aibll 5101 AUAML UL 2Aes
s+ Aestdl nglaiiqil [As aal el 9.
el BAHL dlsatdl A et U s—uulys
A5 (A AN ¥ Hecddl SO0 Bl 9 ddl
Hecdrll 100 AesIE] Al 264l 8. 196041 2Jos1dMI
5@ 20 @lv 53 s AMel 1A [AQY usiR-l 214
2l 13,959 AesiF] Haollil sidd edl. d asla
2008-094i 5 1 5313 30 Alvl H2El ACUALL @A
63,433 aesi] H3oll2il aS . dar1dUl vid (Al
H12 A5 Aot gl Bl vl 2RHl AesiEl
[syd 6ls — AUd A AesidL 6ls, [Fedl 2R 18
Preal Heue Aestd sl »ia arflal sausl 8240
wafs vd B AesiF] {ollail sidd . wdlui

aiofl Yed-l A1 HI2 U 2 S1-1uld
2| 5eA Ay A Iddun-e 65 18 [redl AlBUL
2 dlg sl el A1A 51 9. w0, x1e wd) a3
280 ARIRS AesZ] 6i5l 2 Al wviil de 5,000
Feedl A Ass1d] B2 H3ollll Heca-l offst el
531 8L 9. vl A8 uiddl 12,160 ¢4 2 uga-
AestF] Haollatial A e s394 Aldlld i
AEUsL SO0 2L B, 1ML Wiy Gaidl Ayel Jd
AssF] A 2UHIE] © adHidHl 418 uesiFl uig
{3ollotl 1 L MO . 4458 g2 Galol ussizl
3 ollaoAl 2 512019 Hogold ottt Gluaidll ol 2ea
9. A % 3265 Fedl HoR sMelR A Haollatl
M el oUWl 9. A& aHl
AL BBl A2 dl 17370 Assdl sRula
ol Hecadl o Reud ©. R sives wdl
e Yy 9 5 eal ol arlul eal o usi-dl AssiEl
Hyolladl AdiAieol YHIRMl aeiRl 234 9.

ol AsIEL Ut (A5 2 Nolfaui G2 Alui-l
Rig 531 2185 Hecadl 2UlBs uRotol a3 dd 2 dlg
8 % GuAsd Aissisly iledl uyl uve Ay 9.
HEBLALE, GlASIL, ABSI2 2 ALGRS1SL 35 (el
HegAesiz) st 100 sl Q9N wvill 8. 29U
SR, 569 2 Y1012 el [Bredl e AssIz]
oigid 2y ol ual 2l Al 9. A%FSIe, AU,
wUglale, HSARLL, Yo ol Breadl Heu AssIzL
oisi-l sifadl Gl ol wal . Hizieuol Rreal
Heupy »esd) GISIHL ASIBLL, eld uR 2SS, ols Ras,
didt, [BR1el 4331 [Heidl olal M 8§,

2.5.3 wals vd R aesidl Haoflail: walis
vd (A1 Aestd daolla aHler [Rrdil odidl
U (Al w3Ruidd Adivadl gaeeld] dididl
(22 & 9. d uss] [BAR1RL ML WAl 24 2945
BLSH 9. HIRAML 35 ARSIR Al AU USRI 1904
ofl 93 wddl ML AesF] Haollali-l sdeaidl iq
U512 50l AURAL HI2 25 Waldizl dlAdl 8. 2udl
Hq3olladl vigdia agsiiqL 2al wssHidl wisiaalnl
A3Vl You 2194 A8 AL Wgd adlHi Gestl 2
UM (s sl w2l 64l 8. ARUdHl Walis
Ui 2191 Aes1E]L {3024l vl sHs: sl gl
A=l ueuivaL, Hileision, BR1eL Gigio vl qgal wwj
8. uig Al glge qal €Ml ol 1o © dl ol
o119 Heddldl ollgl did-d uHLL Rl Add adl 8 B, %
Ridlgns olotd 9. odl Aestl wgld e sau
215 — A1 AxtA 6 craaii el sion sl
WL B, ¥ lag ey,

914l 16,259 ouHis 2] Adl wals vid Brial
AesF] HaollaAi-l vl 2009-10 saxu 7763,
qeuA UL 2861.33, AyS 3. 48167 div, Rasd §3
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3. 45690 av, uikle 3. 24121 alv, 5%
3.387043 dw, sidalla 33l 3.574105 dlv,
dir /BRI 3.752792 Al i did—aydld oSl
3.676560 @lv, dist—adld Hiol 435360.56 i
didi—dydld  292590.20 &d-a  (aflar
$4)3.142770.36 adldl »id 4786 H3iullail
3.861577 -5l sMidl Al 1A 9. did-ll s walis
Ui B Aestdl {eollatixidl 6014 3ol () |
SIRUTL AL el WRAL ALl HEdL

3. rldui AssIR] ugla-dl s i xHd)
i LA [edldl ey 43a qdal s34 PACS
31 As1F] Al 244 Al S0 2iddld dedls
ARAQ5AL 2 eSlsdl weal HAd ©. ¥l vl
ASSIL dotell il 240 254l 20l il Gurll
VU 9, FH 5

1) el el PACS Meeidl wanlaoid s
wallQall 53 € FHL [0, Al vidl [Bare dxes
Ul ALHBLS 2 Aol duiLl o s8l wsA.
2wl Alag HSH 5 80% Feddl PACS aual ugla
siSuRL SRl sl Al 2 o <ld vid [@Qvas waq
AMALY Al [Ade daul dal eALlHs saux
24 URLs U gRL 2[R s 2ias Haadl-l dst €lal
9dl, @l 75% PACS il uglasil sami umt
(R4 eu 9. drvel eflsidl PACSs a2 iusl Yl
A1EUL 215 Yoidl il HAdL A2l ¥4 3 HlaR
[¥eelqi duel YR 1 30% PACS 5 ol 6% -l €3,
13% PACS 7 9l 8% ~lL 82 3y5a €9, wuR ousl-l 53%
PACS alugl u2 a1 ysadl o el »iudl [eaiul
A1veL v 7 2l 8% Avl Hizl a1+l PACS el 354 9.
ol % 2] Preatrll wal 3eels PACS 41uel v e
ysadl . 22 o dl 20 UsIR-L asladl e~
UM LAALAL $1330 PACSHL ULl oL $AcUHL AL
A sluiadl Al

2) PACSH 3y ugfa vid [Brie 43 wzaidl gl 9.
9l vl AeA1AHYL Ultd Al HiRl wHwl €25
PACSs+iL 20 ol 25% UGUIAEL A AULSIY A2t
(Ruedlagd 6is) il BRie Aaadl Aldl 1A © sRa 3
A [Hud aHA 24 valvd uHemi PACSs il
(@212l Gudoy ad, Adl. 21l Guid PACSsHL 217t 6isi-l
(BR12rL AUEAHL dSlad 26Ul © ¥ 3 PACSS gl
7 Al 10% L dlere? vid (A8 Guasy saMl »Ud 9
g3 dr{l AR QLS Astetl 21 WL+ [ARUBLAL U%ER
25 YHIA ¢ld 9. el.d. KCC 2+l BRiel 21ose:
7% 9.

3) Aestdl uqlanl sl gleal S Seals
[Preami sl ugla-dl azid well diow wnudl 4
Sl 9dtl d-ll (sl el eld 9.

4) UMl Hell dioll axugl vizieaHl AssiEl

uqfasl PACSH 22-iL 1S glal 69l 2uxle-t Y&l 30%
Fedl PACS il sl ssi (203,20316+)
Goy 531 sl A2l i el PACSHL HI3LAL H5LAHI
(24l M5l Y2ud uyvid, Hold 8819 el el
2%) didirl adlag uvial 3 © uleud eusizd ysadl
254 Yedl vias PACS 21 uidl widl slu .

5) dariae AR Mesel uHdl PACSHL Ha{ladl,
UHULL A ARG AR, adladly A [Rsisla
2 YURIMS UROL 213 qv] 2006-07 &3:41x
Aldld v suda. syl [l vealaui 214
adlaeHi SIMWYRASH oA Hecd AL 2. Med,
o «A[& 21l HI2 35 PACSH 25128l drsl i sivyer
el sinddidi vidd 9. uid Hlel el {1l
sl Gualol sl llval o A il 3 siwex-dl
Heedl adladl s saML GRSl slviddl A Slanl
PACSL Aausla 24q B Areugla a3yl Hildl-l
ws3udl, AAS, aedl § undlse-dl ootdui
wenfasold Halelvil 2% val stoudld Ad olal wa
9. UBUA 2L &g e sl 0dd W3 BieAGedles
2, B Guioll otridl Y-l iy Adl sl 8. siHweR
gl AAdl weald Yoot (Rl duiR 530 Al R s
Al [Rauofl weald ([l Raloll ueald) yool
[Rulotil WRERlAL vt A0LdLAL By 2 gl
HA © 3 PACSHL A2ASIHL dun s1MWeRs, el o
el A2l 5 vasa3 o,

6) PACSHl stfaHdl A Geulesdid MIUES AeUlA
qeudlMl wiad Rl a2l wsia. i Aseiui isa
dl eilanoR PFeaidl 50% PACS 10% @l ~{la €2
(RBlad=s sl as 9. wUR AHIAIHL 241 Ysasl uH
62% %2l PACSHi 2y 8. 1] Hlag HSH 3 tia-dR
real-l PACS uls 2a ool 244 g agidl, 249,
wH3e] Preatisl PACS U5 31d A4 2 5151 Sl
a1adl %lal 1oL §.

7) UM Zld A% 24 35 ASIR glL Al s34 %
PACSHL 513902 G 2] i A =M 3 el 2l
AR 5L U B, VL USIRAL SUH 3 2l Ao
det PACS+, uuiL %S dl el el asi+i el el
224l M2l 1ot 25 2l 30% AU Sl HEY 9.
ueold, 70% Fedl PACS 113 s ual s3\s1sHl olslda
A2l 3 el 1S el sl eled Y512 Haadl-l
alsld 5 sidamdl griddl dg qBd ad 9.

8) GllaralR 4 AHI [Fyeatirl AeelHi dadat di Hiel
a2l PACSs 212d 3 70 @l 80% PACSHL (1>l
salMIglul Middl Al uwid ¥ 30% %wadl
AGUAEI-UHL eSS0 8 % a-l H-lgla eald
8.

9) PACSH all®ogd, 2471 61301 Ug[d 53l WS 27
Hioleald Y3 wid@ 9. el dui ULl v SSRIcHS
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M GURLS ollotdl 2Ur2 53 9. 3 AR gL AssIE]
Ugld 2t PACSse yri:atert 31 Assidl &aiq ell3al
8o+l s otrladinl Ml 9.

4 Aes1 wqladl suadl sia: sieaiumial wid
Al GURsc WS-l IRl el 2ure 21y & 3 dastias
ARl 1esi ol 1) adladl 249 si-l Yaurl 2)
deisly Qs 2091 didln 3) adlaz x4 qA1aAHL
Saszi-lls RarSAlustl Gualol 244 4) el ad2
USIR 2L @il 12409 Yotz AA3d 524l dielm 21
o el UL UAE 9l GURSd UsIR, Riat
21010, Yeladd Rl o il 1A 8. dell ¢4 %1 PACSs
A 2L vidd deaisly Qs viead -l dldlymi
PACSs 1ot Mauelsiold 21se elsd gl % « Avidl
il Aol widls uglaxil suedld 2ias Guis--l
wildl RsAdl 93 A4 Y. el.d. 524181 — Mi[A%t 21+
Al AHAL Al axg, slad A, siug A wile
—QARL eld 8g. L GuRid sedls Al ugld sl
adlA duil sMaqt 5 eug ua Aadl asiy 9. ¥4 5
AL disivl il Bl el adl e saxdl
Aal 2udl, dide Bid, 2l@asia Ba ews sausdl
Al s gl 241 usRAl ugld gL a2 3ul 2uas
Godl 530 93 . Uil eigion 3 6is aigindl [A1e a3l
Guaial 530 vidl A5 AuRUdlL ALE-l 24 Aol aildal
2 d %30Ald vigdin ¢ig 20l ezl 2ias Ha
dl asta. 21 o d oUHHL LG § HIA AAS ARl
Godl 530 Auil vtas 2lid Gof 531 asi.

6l30L &2l As1515dl AClldl Bedl gids slusiel vinoll
AL URL VL AayHl w3yl aulaut nasgll 8y 9. AR
derlal YA UHIE AssIF] H3ollal el Yidi-l
selMl iagds 32512 s34 6B ugld 530 . ol
GURLSA UHIGL 15l QRS 2lidl Gl 524l iy
dl {30l sRieudla udet gla ervtadl Ul 2 dl o
2L i+l ARl 244 GuAldlldl Yet: el 54l 244
qaRAl HI2 ¢ ag, @ion axu-l e ail aeudl
2l veoid i WM PACSA Uididl uglail aaiR
24 [R5 ol d-ll 2i1ad) sie aell 2 ¢l 20asl.
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DIRECT TAX CODE - STEPING TOWARDS REFORMS IN INDIA

Dr. N.S.Thoriya *

The present Income Tax Act was enacted in 1961 to replace the earlier act which had been legislated
in 1922, before independence. About 50 years have been elapsed since the enactment of present
Income Tax Act. It has been seen that the present Income Tax Act-1961 is very complicated and
complex due to large numbers of sections and sub-sections. So, there is a need of drastic change in
the Act. Keeping this in a view, there has been proposal to replace the existing Income Tax Act-1961.
The Finance Minister Pranab Mukherjee on Wednesday 12 august 2009 released the draft of Direct
Tax Code 2009 (DTC) for public opinion and debate. The basic objective of this tax code is to broad
base the tax umbrella and to bring a horizontal equity among different classes of tax payers in line
with best international practices.

In this paper, an attempt has been made to specify the objectives of DTC and also highlights the

different provisions of the DTC.

Key words: enactment, income tax, sections,

INTRODUCTION -

The taxation structure of the country can play a
very important role in the working of our
economy. While designing the taxation structure,
ithas been seen that it is in conformity with our
economic and social objectives. It should not
impair the incentives to personal savings and
investment flow and on the other hand it should
not result into decrease in revenue for the state.
The present Income Tax Act was enacted in 1961
to replace the earlier act which had been
legislated in 1922, before independence. About
50 years have been elapsed since the enactment
of present Income Tax Act. It has been seen that
the present Income Tax Act-1961 is very
complicated and complex due to large numbers
of sections and sub-sections. So, there is a need
of drastic change in the Act Keeping this in a
view, there has been proposal to replace the
existing Income Tax Act1961.

The Finance Minister Pranab Mukherjee on
Wednesday 12 august 2009 released the draft of

Direct Tax Code 2009 (DTC) for public opinion
and debate. The basic objective of this tax code is
to broad base the tax umbrella and to bring a
horizontal equity among different classes of tax
payers in line with best international practices.
OBJECTIVES OF DTC-

4 To reduce the scope for dispute and minimize
litigation.

To establish an economically, efficient, effective
and equitable direct system.

To reduce the tax burden at all levels.

To introduce moderate levels of taxation and to
expand the tax base.

To increase in the tax GDP ratio.

To cope up with international practices.
HIGHLIGHTS OF THE DIRECT TAX CODE-

@ All Direct Taxes integrated in one Act.

@ 16 chapters, 285 sections, 18 schedules.

@ The separate concept of “Previous Year” and
“Assessment Year” will be replaced by a unified
concept of “Financial Year”.

* Head, Department of Commerce, Shri G.J.Sheth Commerce College, MORBI
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@ Classification of source of income has
been replaced as under-

a. Income from Special Sources-

[tems listed in the table in rule 3 of the first
schedule shall be considered as income from
special sources.

b. Income from Ordinary Sources-

All the income accruing from a source other than
the special sources, shall be classified under the
following heads of income-

- Income from Employment

- Income from House Property

- Income from Business

- Income from Capital Gain

- Income from Residuary Sources

@ Definition of “Person” to include “An office
or establishment of the Central or the State
Government”.

@ A “foreign company” will be treated as
“resident” in India, if at any time in the financial
year, it is controlled partly in India (as against
wholly in the present act)

@ The concept of Resident but not Ordinary
Resident (R but not OR) done away with, but
their taxation remains the same.

@ “Personal taxation” reduced drastically in
increasing the slab ranges, though the basic
exemption limit remains same.

@ “Saving limit” eligible for deduction increased
to “Rs.3 lakhs” (existing limit Rs.1 lakh)

@ “Corporate tax rate” reduced and proposed
tobe @ “25%”".

@ No surcharge, no cess to be levied.

@ Advance tax installments and due dates remain
the same.

@ Tax Deduction at Source (TDS) rates largely
remain the same.

@ All expenditures to be disallowed for TDS
defaults.

@ Tax audit ceiling remains the same.

@ Depreciation rates largely remain the same.
@ Non-compete fees specially made eligible

for depreciation @25%.

@ Lease premium specially made eligible for
depreciation @25%.

@ Books to be maintained for notified
professionals and for business ifincome exceeds
Rs.2 lakhs and turnover exceeds Rs.10 lakhs.

@ Definition of “Books of Account” to include
“Data stored in Pc.”

@ Minimum Alternative Tax (MAT) calculation
changes it is now proposed @ 2% of Gross
Assets and for banking companies it is
proposed @0.5%. (existing calculated on Book
Profit)

@ MAT will be considered as a final tax so No
carry forward of MAT credit.

@ Dividend Distribution Tax (DDT) @15%.

@ No wealth tax for companies. Wealth tax only
for individual, HUF and private
discretionary trust, if wealth tax exceeds Rs.50
crores.

@ Wealth tax rate @ 0.25% on above Rs.50
crores.

@ Capital asset to exclude only stock-in-trade,
consumable stores and raw materials in business.
Even personal effects etc. not liable to Capital
Gain.

@ Only capital loss and speculation loss not
allowed against other heads. Other losses to be
aggregated and identified carry forward. So even
business loss carry forward can be set off against
other heads.

@ VRS, gratuity and commuted pension, will be
taxable on withdrawal if not invested in specified
saving.

@ Standard deduction of 30% of NAV (Net
Annual Value), now made 20% of Gross Rent.
@ Annual Value linked to rateable value.

@ Housing loan interest not allowed for self
occupied house.

@ Composite letting (with machinery etc)
included in IFHP.

@ Profits on business assets (old sections 50, 504,
50B etc) to be business income and not capital
gain.

@ Radical changes in computation of business
income, though the substance
obviously remains the same.

@ Business expenditure classified in three
groups-

- Operating Expenditure

- Permitted Financial Charges

- Capital Allowances

@ Differences between Long Term Capital Gain
(LTCG) and Short Term Capital Gain (STCG)
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abolished. However, indexation allowed if held
for more than 1 year.

@ Base year for indexation shall be revised and
year 2000-01 to considered as a base year.

@ Security Transaction Tax (STT) to be abolished.
So, share profit taxable as usual

@ Capital gains reinvested only in agricultural
land and in one residential house.

@ Interest income to be considered under
residuary head (earlier known as income from
other sources).

@ Savings to be taxable on withdrawals (EET),
except pure life policies and provident funds.

@ Exempt - Exempt Taxation (EET) only for
new investments and not for the existing ones.
@ Any amount exceeding Rs.20000 taken or
accepted or repaid as loan or deposit otherwise
than by A/c payee cheque or draft shall be now
treated as Income from Residuary Source.

@ Tuition fee for children allowed to individuals
and HUF.

@ Deductions like 80D, 80DD, 80DDB, 80U, 80E,
and 80GG retained.

@ Profit based incentives like section 80 IA etc.
changed to investment based incentives.

@ Co-operative society’s deduction, royalty for
copyright, patents etc. retained.

@ Limits on remuneration and interest to
partners removed.

@ “Charitable purpose” renamed as “Permitted
Welfare Activities” but definition largely remains
the same.

@ Various exemptions to charitable entitles
clubbed together for simplification.

@ Charitable entities liable to tax @15% of

the surplus as calculated in a prescribed manner
and under cash system.

@ Due dates for filing return 30" June and 31
August for non-business income of non-
corporate assesses and for other assesses
respectively.

@ The time limit for filing revised return will be
limited to 21 months from the end of the relevant
financial year.

@ Foreign companies liable to pay branch profit
tax @15%.

CONCLUSION-

The Direct Tax Code is a bit of a mixed bag for
individuals, companies and others. There are few
proposals which are beneficial for tax payers and
they have to pay less tax whereas few proposals
are headache for tax payers. The tax code makes
radical changes in all areas of taxation. It lowers
the incidence of tax on corporate and individual
incomes but reintroduces wealth tax and capital
gain tax. It also brings a uniform pattern of
taxation on all long term savings in the form of
EET. Let’s see whether the new DTC will prove
as a “BOON” or “BANE".
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ON INCOMPLETE BLOCK DESIGN

Prof. Pratik Trivedi *

The modern foundations of design of experiments were laid by R. A. Fisher during the early part of

the 20th century. Since then, this area has seen a phenomenal growth. Design of experiments has

for long been an integral part of almost all scientific investigations and continues to be so. It has

therefore played a fundamental role in statistical practice and research. Statistical training also has

always emphasized the role of design of experiments in extracting correct information and making

valid inference on the underlying problem and thus, design of experiments is an essential component

of most statistics curriculum.

Introduction:

Experimental design is a set of techniques
which allow structuring and designing the
conditions, the type and the amount of data
involved in an experiment, leading to the
maximum precision in the answer, always
seeking the lowest cost. An experiment may
involve varying several factors and
observing the value of a response at setting
of combinations of values of these factors.
The challenge is which setting to choose in
order to obtain the maximum amount of
information from the resulting data, for a
given experimental effort, allowing
comparisons between treatments and the
control for sources of random variability.
Block designs are used to control such
sources.

Design of experiment has very broad
application across all the natural and social
sciences. In experimental design, balanced
incomplete block design and partially
balanced incomplete block design establishes
an important interface between theoretical
results and statistical applications in several
fields like agriculture, business, industry,
biology, genetics, medicine, education
sciences, cryptography and coding theory.

R. A.Fisher and F. Yates had done very much
work in the field of design of experiments in
1930’s. They were motivated by questions
of design of field experiments in agricultural.
In an agricultural experiment, we may have
access to a number of plots on experimental
farms in different parts of the country. We
expect that fertility, drainage, etc. will vary
from one plot to another, but that plots on
the same farm will be more alike than plots
on different farms. In allocating treatments
to plots, we have to take account of this, so
that plots receiving the same treatment are
spread over the different farms suitably, if
this is not done, the effect of the treatments
can’'t be disentangled efficiently from the
effect of the different farms. Thus, in
statistics a set of plots which carries a
partition into blocks and being an intelligent
statistician, we wish to impose another
partition into treatments.

If no treatment occurs more than once in a
block then t such design is called binary
design, each block can be identified with a
subset of the set of all treatment and the
design is a family of subset is called “blocks”
of the set of points. If any two treatments
occur together in a constant number of

Shree Narayana College Of Commerce,
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blocks then such design is called balanced
block design.

If the plots are grouped in one-way (block-
design), then the design is called one-way
design or block-design. If the plots are
grouped in two-way i.e. row-wise and
column-wise, then the design is called row-
column design or two-way design.
PRINCIPLES OF THE DESIGN OF
EXPERIMENT

There are 3 main principals of experimental
design named:

Randomization: [The experiment must be
free from bias]

The experiment must be planned in such a
way that it gives unbiased estimate of the
value which we wish to measure. The
experimenters should design the
experiment in such a way that no bias can
enter in the results and this is done by
randomization.

After the treatments and the experimental
units are decided, the treatments are allotted
to the experimental units at random to avoid
any type of personal and subjective bias
which may be conscious or unconscious.
This ensures the validity of the results. It
helps to have an objective comparison
among treatments. It also ensures
independence of the observations which is
necessary for drawing valid inference from
the observations by applying appropriate
statistical techniques.

Replication: [The experiment should have
sufficient accuracy to carry out the results]
Accuracy in an experiment can be increased
by eliminating the technical errors and
increasing the number of repetitions and
replications in the experiments. The
replication of the experiment increases the
accuracy of experiment. It controls the
inherent variability among the experimental
units. Of course, replication does not
overcome all types of technical errors.

If a treatment is allotted to r experimental
units in an experiment, it is said to be
replicated r times. If in a design each of the
treatments is replicated r times, the design

is said to have r replications. Replication is
necessary to increase the accuracy of
estimates of the treatment effects. It also
provides an estimate of the error variance
which is a function of the difference among
observations from experimental units
under identical treatments, though the more
number of replications is better, so far as
precision of estimates is concerned, it can’t
be increased indefinitely as it increases cost
of experimentation. Moreover, due to limited
availability of experimental resources too
many replications cannot be taken. The
number of replications is, therefore, decided
keeping in view the permissible expenditure
and the required degree of precision.
Local control: [Error control-To reduce the
error]

Randomization and replication increases the
efficiency of the experiment but one should
also try to reduce the error in the
experiment. The local control can partially
by selecting a proper size and shape of the
plots and careful selection of the
experimental material. We can reduce the
experimental error by putting restrictions
over the allocation of the treatments among
the experimental units. This can be done by
single grouping or double grouping in which
we divide heterogeneous data into
homogeneous sub-groups.

A considerable amount of research work has
been done to divide the treatments into
suitable groups for allotment to groups of
experimental units so that the treatment
effects can be estimated more precisely.

In this study we concentrate on only the
construction of block designs. This objective
finally led to the study of properties of C-
matrix, also called as coefficient matrix of
reduced normal equations of block designs
D (v, b, 1, k) under the homosecdastic fixed
effect model

We therefore discuss below properties of
C - matrixleading to special characterization
of block designs.

Definition 1.1: A design is said to be
connected if all elementary contrasts are
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estimable. Otherwise, it is called a
disconnected design.

Definition 1.2: A design is said to be
connected if, given any two treatments e and
5@’ it is possible to construct a chain of
treatments e = ¢, ¢, ¢,, —, & = 5@’ such
that every consecutive pair of treatments in
the chain occurs together in a block.

An incomplete block design D(V,b,g, g) is
connected if and only if the rank of its C -
matrix is exactly v —1.

In a connected design the diagonal elements
of the C - matrix are all positive.
Definition 1.3: A design is said to be
variance balanced (VB) if all the elementary
contrasts are estimated with the same
precision.

The definition of balanced design as given
above will not hold for disconnected designs
because all the elementary contrasts are not
estimable. Vartak (1963) has modified the
definition of balanced design to hold for
disconnected as well as connected design
as follows:

Definition 1.4: A design is said to be
balanced if every normalized estimable
linear function of the treatment effects of
the design can be estimated with the same
variance.

It has been proved by V. R. Rao (1958) that
a connected design is VB if and only if all
the non-zero characteristic roots of its C -
matrix are equal.

An equivalent condition (John (1971),
p.246) is:

A necessary and sufficient condition for a
design to be balanced is that C - matrix shall
have its diagonal elements equal and its off-
diagonal elements equal.

The form of C - matrix for a VB design is
given by

c=o(,-v'I,)

Where ¢ is a non-zero characteristic root
of C, I, the identity matrix and J, is a
matrix of ones.

The most important binary, equireplicate
and proper VB designs are the balanced
incomplete block (BIB) designs introduced

by Yates (1936). These are defined as
follows:

Definition 1.5: A BIB design is an
arrangement of v treatments in b blocks
each containing i < v treatments such that
(i) every treatment occurs at most once in a
block,

(ii) every treatment occurs in exactly r
blocks,

(iii) Every pair of treatments occurs
together in exactly ) blocks.
The integers v,b,r,k A
parameters of the BIB design.
Definition 1.6: (By Das (1958), p. 74). Let
v,b, 1, k, etc., be the parameters of any
incomplete block design. If a e” 1, new
treatments are now introduced and all
included in each of the blocks of the
incomplete block design together with B e”
0 new blocks each having all the v+q
treatments in it, then the new design thus
builtaround the incomplete block design can
be called a reinforced incomplete block
design with t=v+qtreatments, b+
blocks of sizes k + ¢ and v + ¢ and with two
types of replications, viz.,, r+ and b+p.
Supplementary block designs play a very
significant role in the construction of VB
designs. The definition of these designs as
included in Nigam et al. (1988) is as follows:
Definition 1.7: Consider a connected block
design D, (v,,b,,r,,k,) with incidence
matrix N, such that Lll = kl, 1=n,,and
design D,(v,,b,,r,,k,) with incidence

are called

=, where . The
N]
matrix defined below N = N

matrix N, such that 22, =

[s incidence matrix of a design? Is called
supplemented block design and has
parameters, |, | '
v, +v,,b, | I, |,k +k,.
Definition 1.8: An existing block design used
for the construction of balanced bipartite
block designs and EB designs is called as
basic design.

We give below standard basic designs,
which are used in the construction

procedure in the dissertation:

(38) I Research Zone India- 11, Vol. (3) Apr. May. June.- 2023



I ISSN 2319-8168

(i) BIB design, whose treatment-block
incidence matrix satisfies

NN'=(r=A)1, +AJ
(i)  Symmetrical BIB design whose
parameters are. v=b,r =k, A
(iii) Randomized (complete) block design
(RBD), whose treatment-block incidence
matrix is .
(iv)  Trivial BIB design , whose incidence
matrixis,.
Das and Ghosh (1985) introduced the
concept of general efficiency balanced (GEB)
designs.
Let be an incomplete block design with

treatment replication numbersr,,r,
and block sizes. k,k,,---,k, Let =N . be
the incidence matrix of the design D and let
= _’rv) = (k]’kZ’_"’kb)

r (r]’rZ’__
R = diag (r],rz,———,rv), K =

s ===, T

v

diag

(k],kz,---,kb). Let be Cc=R-NK' N' the
- matrix of the design.The design will be
called generalized efficiency balanced (GEB)
design , if for some positive numbers

a,8,,8,,- -
C=a (S —g“ss’)

where g =, and. From above equation, it
follows that is a GEB design if and only if

,S,, the matrix is of the form

b
Znij n./k;=cs;s, ,izm=1,2,---,v.
=1

where .The efficiency of design relative to
completely randomized design (CRD) with
replication numbers is given by

E=cg= cisi
i=1

If all, , then the design is called EB design;
and if then the design is called VB design.

This dissertation consists of six chapters.
Different methods of construction of block
designs are discussed in chapters 2 to 6.

In this dissertation we have concentrated
on the theory and techniques of
construction of various types of block
designs. This provides a wider scope for the

construction of block designs as availability
of choice is made possible.

A complete bibliography of the books and
research papers referred for the
preparation of the present dissertation is
given at the end.
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PROFITABILITY AND FINANCIAL SOUNDNESS OF INDIAN STEEL
COMPANIES: A COMPARATIVE STUDY

Dr. Shailesh N. Ransariya *

Steel is crucial to the development of any modern economy and is considered to be the backbone of
human civilization. It is a product of a large and technologically complex industry having strong
forward and backward linkages in terms of material flows and income generation. All major
industrial economies are characterized by the existence of a strong steel industry and the growth of
many of these economies has been largely shaped by the strength of their steel industries in their
initial stages of development. Steel industry was in the vanguard in the liberalization of the industrial
Sector and has made rapid strides since then. In this paper an attemptis made to know the profitability
and financial position of selected steel companies, for accomplishment of the objective, the data
collected from the annual reports from 2007-08 to 2011-12 from the selected two steel companies
in India, the collected data is analyzed and computed to fit for drawing inferences, this study utilizes
various ratios among them Operating profit ratio, Gross profit ratio, Net profit ratio, Return on
capital employed ratio, Return on net worth ratio, Mean ,Standard Deviation ,T test. The analysis
revealed that the profitability of the SAIL is sounder than the TISCO.

Key words: Profitability, Financial Soundness, Global Scenario

of margin analysis is to detect consistency or
positive/negative trends in a company’s
earnings. Positive profit margin analysis
translates into positive investment quality. To a

INTRODUCTION:

Business is conducted primarily to earn profits.
The amount of profit earned measures the
efficiency of a business. The greater the volume

of profit, the higher is the efficiency of the
concern. The profit of a business may be
measured and analyzed by studying the
profitability of investments attained by the
business. In a financial sense, the term
Profitability describes the financial health of an
organization. Profitability can be interpreted
several ways, but profitability can generally be
described as how well a company can get a
return on the investments they
make. Profitability can also be labeled as a
measurement of business success. Basically, it is
the amount of profit generated by the company
as a percent of the sales generated. The objective

large degree, it is the quality, and growth, of a
company’s earnings that drive its stock price.
STEEL INDUSTRY: GLOBAL SCENARIO

The current global steel industry is in its best
position in comparing to last decades. The price
has been rising continuously. The demand
expectations for steel products are rapidly
growing for coming years. The shares of steel
industries are also in a high pace. The steel
industry is enjoying its 7" consecutive years of
growth in supply and demand. And there is many
more merger and acquisitions which overall
buoyed the industry and showed some good
results. The supreme crisis has lead to the

* Head, Department of Commerce, SSP Jain Arts & Comm. College, Dhrangadhra.
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recession in economy of different countries,
which may lead to have a negative effect on
whole steel industry in coming years. However
steel production and consumption will be
supported by continuous economic growth.
WORLD CRUDE STEEL PRODUCTION IN
2011

Rank  Country Production
(in thousand tonnes)
1 China 683,265
2 Japan 107,595
3 USA 86,247
4 India 72,200
5 Russia 68,743
6 South Korea 68,471
7 Germany 44,288
8 Ukraine 35,332
9 Brazil 35,162
10 Turkey 34,103

(Source: World Steel Association; Annual Reports
2011)

China was the first crude steel producer in the
world with production reaching 683.265 million
tonne, a growth of 8.30% over 2010. India
emerged as the 4" largest producer in 2011, in
2010 India was 5% largest producer and recorded
a growth of 7.48% as compared to 2010.
REVIEW OF LITERATURE:

There are numerous empirical studies
conducted on Profitability analysis and financial
soundness in India as well as abroad. Present
review deals with the comparative study of
Indian steel companies. Some of the notable
studies in this field are as following:

> DR SANJAY BHAYANI published a book in
(2003), “Practical financial statement analysis”
The study covered 16 public limited cement
companies in private sector. He made study of
analysis of profitability, working capital, capital
structure and activity of Indian cement industry.
In his research he revealed various problems of
cement industries and suggested remedies for
the problems .He also suggested for the
improvement of profitability and techniques
of cost control

» NAIB, (2003) compared efficiency of 26
enterprises (13 public and 13 private) for a 12
year period from 1988-89 to 1999- 2000. The
results indicated that both public and private

firms experienced modest positive average
annual growth rate during this period. Thus this
study also revealed that at the enterprise level
there is little empirical justification for general
presumption in favour of either type of
ownership and a case by case examination may
be more revealing. Thus for the present study
case study method has been taken. The present
study is a case of Bharat Heavy Electricals
Limited (BHEL), which is a multi-product, multi
division, Public Sector Company operating in
highly competitive environment.

» SAMILOGLU & DAMIRGUNES (2008) said
that even though the profitability is constantly
positive, capital
management procedures may lead to bankruptcy
of the firm. They suggest that current, acid test,
and cash ratios as traditional measures of
liquidity are incompetent and static balance
sheet measures that cannot provide detailed and
accurate information about working capital
management effectiveness. In their research
formulas used for calculating them consider both
liquid and operating assets in common and
traditional ratios are not meaningful in terms of
cash flow.

> AUBRY LYIMO, DR.REUBEN].L
MWAMAKIMBULLAH KIKO F.S.HAMZA,
(2010) they found costs resulting from poles
being rejected, reworked or down-graded were
the highest at the study mill The cost of quality
were so high and as a result they negatively affect
the financial performance of the mill-cost of
quality and its effect on company’s profitability,
the amount accrued from costs of quality was
too high to reject the null hypothesis which
claimed that costs of quality impacts negatively
the profitability of the company.

> NANDI (2011) made an attempt to
examine the influence of working capital
management on corporate profitability. For
impact of working capital
management on profitability of National Thermal
Power Corporation Ltd. during the period of 10
years i.e., from 1999-2000 to 2008-09 Pearson
s coefficient of correlation and multiple
regression analysis between some ratios relating
to working capital management and the impact

inaccurate working

assessing
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measure relating to profitability ratio (ROI) had
been computed and applied. An attempt had been
undertaken for measuring the sensitivity of
return of investment (ROI) to changes in the level
of working capital leverage (WCL) of the
studying company.

> KARADUMAN, AKBAS & CALISKAN
(2011) have tried to shed light on the empirical
relationship between efficiency of working
capital management and corporate profitability
of selected companies in the Istanbul Stock
Exchange for the period of 2005-2009. The
companies should focus on working capital
management in order to increase their
profitability by seriously and professionally
considering the issues on their cash conversion
cycle which was derived from the number of
day’s accounts payable, the number of day,s
accounts receivable and the number of days of
inventories. The findings suggested that it may
be possible to increase profitability by improving
efficiency of working capital

> ASHA SHARMA AND R.B. SHARMA
(2011), these attempts identify and study the
movement of key financial parameters and their
relationship with profitability of textile industry.
[tis an attempt to and the study whether the key
identified parameters move in a synchronous
way going up and coming down with basic
profitability parameters. All three comparably
profitmaking companies have been taken as the
sample for the study for the period of
2006t02010.

STATEMENT OF PROBLEM:

The primary objective of a business undertaking
is to earn profits. Profit earning is considered
essential for the survival of the business in this
competitive era. A business needs profits not
only for its existence, but also for expansion and
diversification the investors want an adequate
return on their investment as well as workers,
creditors. And a business enterprise can
discharge its obligation to various segments of
the society only through earning of profit The
statement of problem is:

PROFITABILITY AND FINANCIAL
SOUNDNESS OF INDIAN STEEL COMPANIES:
A COMPARATIVE STUDY PERIOD OF THE

STUDY:

The present study is mainly based on secondary
data. This study is mainly intended to evaluate
the profitability and financial soundness of
Indian steel companies. The period of the study
is five years 2007-08 to 2011-12.

SELECTION OF SAMPLE:

The study has been carried out on the micro-
level The population of the study consists steel
companies of India. the researcher has selected
2leading steel companies as mentioned below:
1. Tata Steel Ltd.

2. Steel Authority of India Ltd. (SAIL)
OBJECTIVES OF THE STUDY:

The present study is based upon the micro
approach to analyze the profitability and
financial soundness of Indian steel companies,
specifically the objectives of the study are:

1. To ascertain the overall earnings performance
of selected steel companies in India

2. To evaluate global scenario of steel industry.
3. To make comparison of profitability of selected
units.

4. To make suggestions for improvement of the
profitability position of selected units.
HYPOTHESES OF THE STUDY:

In conformity with the above objectives, the
following hypotheses have been framed:

1. The profitability is equal in the selected units
(Ho)

2. The financial soundness is equal in selected
units (Ho)

DATA COLLECTION:

The study is analytical in nature, and the present
study uses the latest available published
secondary data for the years 2007-08 to 2011-
12. The sources of data for this research include
the literature published by the World Steel
Association. Also the various magazines dealing
with the current banking scenario and research
paper have also been a source of information.
The data related to company is collected from
the annual reports of the selected steel
companies, www.moneycontrol.com, and

www.money.rediff.com.

TOOLS OF ANALYSIS:

Profitability ratios show a company’s overall
efficiency and performance. We can divide
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profitability ratios into two types: margins and returns. Ratios that show margins represent the
firm’s ability to translate sales dollars into profits at various stages of measurement. Ratios that
show returns represent the firm’s ability to measure the overall efficiency of the firm in generating
returns for its shareholders. For the purpose of analysis the author has used profitability ratios,
mean, standard deviation and student t test.

PROFITABILITY AND FINANCIAL SOUNDNESS:

(1) Operating profit ratio:

Year TISCO SAIL I

2007-08 13.82 28.50 i

2008-09 12.31 20.66 25 sk

2009-10 8.04 23.81 el ; 5 L

2010-11 13.68 17.30 24 e A

2011-12 9.34 13.86 29 12:3 S Air

Average 11.44 20.83 10 - 8.0

Variance 6.85 32.19 g

t-test Cal. Val. -3.36

result Tab. Val. 231 - 2007-08  2008-09 : 2009-10 : 2010-11 : 2011-12
Interpretation:

The above tabular chart shows the operating profit ratio of selected units during the study period.
The average operating profit ratio is 11.44% and 20.83% respectively. The profitability of SAIL is
sounder than TISCO as per this ratio. In SAIL it is the highest in 2007-08 with 28.5% while in TISCO
itis highestin 2007-08 with 13.82%. The calculated value of t is -3.36 and table value is 2.31 as per
5% level of significant, so null hypothesis is rejected. It means there is significant difference in
means score of operating profit ratio.

(2) Gross profit ratio:

Year TISCO SAIL
2007-08 10.68 25.30 g s
2008-09 9.41 17.62 25 - '
2009-10 3.65 20.30 e e
2010-11 9.96 13.55 nSURE s
2011-12 5.94 10.22 o IEh R u salL
Average 793 17.40 10 - ' £
Variance 9.04 34.31 e
t-test Cal. Val. -3.22
result Tab Val 231 . 2007-08 I 2008-09 : 2009-10 I 2010-11 I 2011-12 :
Interpretation:

The above table shows the gross profit ratio of selected units during the study period. The average
gross profit ratio is 7.93% and 17.40% respectively. TISCO shows the mixed trend during the study
period while SAIL shows the decreasing trend during the study period except the year 2009-10. The
highest ratio of SAIL is 25.3% in 2007-08 and of TISCO is 10.63% in 2007-08. The calculated value
of tis-3.22 and table value of tis 2.31 as per 5% level of significant, so null hypothesis is rejected. It
means there is significant difference in means score of gross profit ratio during the study
period.
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(3) Net Profit Ratio:

Year TISCO SAIL
2007-08 9.35 18.26 S e
2008-09 3.34 13.55 o e
2009-10 -1.95 15.93 11.25
2010-11 7.54 11.25 S 72 iy st
2011-12 4.00 7.50 HSAIL
Average 446 13.30 ) =
Variance 15.19 13.30
t-test Cal. Val. -4.02 : 2007.08 200809 200510 01011 201112
result Tab. Val. 2.31 2 e
Interpretation:

The above table shows the net profit ratio of selected units during the study period. The average net
profit ratio is 4.46% and 13.30% respectively. TISCO shows the mixed trend during the study
period including negative ratio (-1.95%) in 2009-10 while SAIL shows the decreasing trend
during the study period except the year 2009-10. The highest ratio of SAIL is 18.26% in 2007-08
and of TISCO is 9.35% in 2007-08. The calculated value of t is -4.02 and table value of tis 2.31 as per
5% level of significant, so null hypothesis is rejected. It means there is significant difference in
means score of net profit ratio during the study period.

(4) Return on capital employed Ratio:

Year TISCO SAIL N—

2007-08 16.59 42.76 2

2008-09 16.43 26.92 -2l

2009-10 5.62 20.29 o 26.92

2010-11 12.46 13.03 -} 9 2 = TISCO

2011-12 9.98 11.06 20 7 16.5 16.4 13.03 HSAIL

Average 12.22 22.81 15 Ehae AR

Variance 21.36 163.74 10 5.6

t - test Cal. Val. -1.74 3

result Tab. Val. 2.31 X 2007-08 200809 200910  2010-11 201112
Interpretation:

The above table shows the return on capital employed ratio of selected units during the study
period. The average ratio is 12.22% and 22.81% respectively. TISCO shows the mixed trend during
the study period including the lowest of 5.62% in 2009-10 while SAIL shows the decreasing trend
during the study period. The highest ratio of SAIL is 42.76% in 2007-08 and of TISCO is 16.59% in
2007-08. The calculated value of t is -1.74 and table value of t is 2.31 as per 5% level of significant,
so null hypothesis is accepted. It means there is no significant difference in means score of
return on capital employed ratio during the study period.

(5) Return on net worth Ratio:

Year TISCO SAIL
2007-08 43.18 32.70 07 3.8
2008-09 22.34 22.10 40 - .
2009-10 -8.92 20.29 . . 221
2010-11 24.35 13.34 2234 2020 g 2 Fanens
2011-12 12.64 8.92 20 - e S
Average 18.72 19.47 ) o
Variance 361.01 82.88
t-test Cal. Val. -0.08 ; 2007-08 : 2008-09 ) 2 0 : 2010-11 : 2011-12 I
result Tab. Val. 2.31 o

-8.92
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Interpretation:

The above table shows the return on net worth
ratio of selected units during the study period.
The average ratio is 18.72% and 19.47%
respectively. TISCO shows the mixed trend
during the study period including negative of -
8.92% in 2009-10 while SAIL shows the
decreasing trend during the study period. The
highest ratio of SAIL is 32.70% in 2007-08 and
of TISCO is 43.18% in 2007-08. According to this
ratio the profitability of TISCO is much sound
than SAIL except the year 2009-10. The
calculated value of tis -1.74 and table value of t is
2.31 as per 5% level of significant, so null
hypothesis is accepted. It means there is no
significant difference in means score of
return on capital employed ratio during the
study period.

SUGGESTIONS:

The primary objective of abusiness undertaking
is to earn profits. Profit earning is considered
essential for the survival of the business in this
competitive era. At the end of this research
following suggestions can be drawn:

o The profitability of TISCO is very poor than
SAIL. So TISCO requires concentrating on cost
reduction system.

o The return on net worth ratio of SAIL is lower
than TISCO, so SAIL requires concentrating on
proper use of leverage.

e The net profit ratio of TISCO is much lower
than SAIL during the study period, so TISCO
should try to control operating expenses.
LIMITATIONS OF THE STUDY:

The major limitations of this study are as under:
1. This study is based on secondary data taken
from published annual reports of selected steel
companies.

2. The different views have been applied in the
calculation of different ratios.

3. The present study is largely based on ratio
analysis. [t has its own limitations.

4. The study is limited to five years only.
CONCLUSION:

The Indian steel industry is among the upcoming
industries of the world. It has a number of iron
ores, which means that it has plenty of resources
from which to draw its raw material The rate of

production of steel in India has been going up at
a steady rate in the last few years. The amount
of profit earned measures the efficiency of a
business. The greater the volume of profit, the
higher is the efficiency of the concern. The profit
ofabusiness may be measured and analyzed by
studying the profitability of investments attained
by the business. The study investigates the
profitability of the selected steel companies in
India. The study uses various profitability ratios
for analysis of profitability of selected steel
companies. It is inferred from the results
profitability performance of SAIL is sounder than
TISCO during the study period.
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“A STUDY ON CUSTUMERS PERCEPTION"
(WITH REFERENCE TO KOTAK MAHINDRA BANK)

Mr. ].B. Bhatt *

The main aims of this research paper is to find customers satisfactions with relations to some

variables like individual visit, age group, family income,etc.in this study researcher used private
bank MAHINDRA KOTAK and research is carried out by primary data analysis tools like Correlation,

. Likert scale, frequency, study indicates an average satisfactions of customers toward MAHINDRA

KOTAK BANK.

Key words: - MAHINDRA KOTAK, Correlation, Liker scale,

INTRODUCTION:- Today, many businesses
such as banks, insurance companies, and other
service providers realize the importance of
Customer Relationship Management (CRM) and
its potential to help them acquire new customers
retain existing ones and maximize their lifetime
value. At this point, close relationship with
customers will require a strong coordination
between IT and marketing departments to
provide a long-term retention of customers. This
study deals with the role Customer Relationship
Management, to measure the customer
perception of Kotak Mahindra Bank. The
introduction of liberalization in service sector
changed the Indian consumer’s perception a lot...
With the economic reforms by the Government
of India the operational environment of financial
sector has changed drastically. The growth of
service sector in 20" centaury gave a new
dimension to uplift of Indian economy.
Regulating and technological improvements are
responsible for the vast majority of innovation
in banking over the past quarter century. The
continuing evolution of the banking and
financial markets has created opportunities both
for providers and for users of the financial
products, and this evolution has proven

beneficial to the economy. The introduction of
liberalization in service sector changed the
Indian consumer’s perception a lot. The volatility
of global equity markets over the past few years
has turned the tables on institutional finance
firms in the capital markets, wealth
management, and commercial banking sectors,
wealth management clients, tired of looking at
dwindling account balances, are demanding from
financial advisors long-term strategies to boost
their assets. Schemes for the customer.
LITERATURE REVIEW

- Christopher Lovelock and Jochen Wirtz
(2006) explained the relationship between
service quality and service productivity. A key
challenge for any service business is to deliver
satisfactory outcomes to its customers in ways
that are cost-effective for the company. If
customers are dissatisfied with the quality of a
service, they won'’t be willing to pay very much
for it or even to buy it at all if competitors offer
better quality. Low sales volumes and/or low
prices mean less productive assets.

- According to Valarie A Zeithaml, Mary Jo
Bitner, Dwayne D Gremler and Ajay Pandit
(2008) customers hold different types of service
expectations: (1) desired service, which reflects

*1/C Principal, Takshashila Institute of Management, Bhavnagar.
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the customers want; (2) adequate service, what
customers are willing to accept; and (3)
predicted service, what customers believe they
are likely to get. While service quality, the
customer’s perception of the service component
ofa product, is a critical determinant of customer
satisfaction, in case of a pure service, service
quality may be the most critical determinant of
satisfaction. They mentioned the service
encounters or “moments of truth” as the building
blocks for both satisfaction and quality. Service
encounter is an opportunity to build perceptions
of quality and satisfaction. So it is important to
manage the evidence of service in each and every
encounter.
- Harsh V. Verma (2009) also confirmed that
in services, quality is not objective, rather it is
perceived. Quality in services is based on
customer’s judgment of superiority on intangible
dimensions. He describes a framework which
views quality in services as made up of two
dimensions of technical and functional quality.
Technical quality refers to the outcome while
functional or process quality refers to the quality
of process through which the outcomes are
transferred to the customer.
- Parasurman, Zeithaml and Berry (1985)
however listed ten determinants of service
quality, which were further regrouped into five
dimensions: reliability, responsiveness, tangibles,
assurance and empathy In the process of
evaluation of customer satisfaction. RESEARCH
METODOLOGY:-
In this research study researcher has used
following methodology for depth research in this
field. Where in following objectives are
formulated by the researchers.
1. Objectives
- To know is there any relationship between visit
frequency & satisfaction level
- To know is there any relationship between
family income & satisfaction level
- To know the level of satisfaction of the
customer from the services offered by the bank.
- To know relationship between the age group
and the satisfaction level
- To know relationship between satisfaction level
& association with other bank.

2. Data collection

The search to answer the research questions is
called collection of data. Both primary &
secondary datais been collected for the purpose
of research.

3. Sample size:

The sample size is 200. This sample size is decided
by taking into consideration time & cost available
to theresearcher. Also the parameters like family
income, age occupation etc has also been taken
into consideration while deciding the sample size
4. Statistical tools used for the research:
Structured Questionnaires and other statistical
tools used for the research are, frequency: to
know the visit frequency of the respondents and
to know which service/s is mostly used by the
respondents, Correlation to know the is there
any correlation between the satisfaction level
and the association with the secondary bank.
Likert scale: Five point Likert scale were used
to know the responses about the service &
product offering of the bank. (5=Very Good,
4=Good, 3=neutral, 2=Poor, 1=Very Poor).
DATA ANALSIS ANS DISCUSSION:

A Cleanliness, Layout, Access to entrance,
visibility of signboards

B S
Q + + 2=
S| 5|SF|ES
L A Al 5 A
=~ )
Valid Poor 25 | 168 | 16.8 | 16.8
Average | 51 | 34.2 | 34.2 | 51.0
Good | 73 | 49.0 | 49.0 | 100.0
Total | 149 | 100.0 | 100.0
B, Compliance of standing instructions
5 - = GZJ 'E‘
5| B|Z2E|=8
[} T = = =
g &) 7& E<
=~ &
Valid Very Poor 4 2.7 2.7 2.7
Poor 58| 389 | 389 41.6
Average 65| 43.6| 43.6| 85.2
Good 22| 148 14.8/100.0
Total 149 | 100.0 | 100.0

The above analysis clearly shows that 73 percent
of the respondents are satisfied with the
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cleanliness, layout, access to entrants, and
visibility of signboards whereas 51 percent of
the respondent say that it’s average similarly for
the space availability for sitting & waiting 80
percent of the respondent say it is average means
the bank has to make necessary adjustments to
provide the appropriate space for the sitting
while the customer is waiting for their turn to
come.

C. Correlations with Overall satisfaction level
with Kotak Mahindra bank and number of
accounts in secondary bank.

Q5 Q8
Q5 | Pearson Correlation 1]-.074
Sig. (2-tailed) .| 371
N 149 | 149
Q8 | Pearson Correlation | -.074 1
Sig. (2-tailed) 371 .
N 149 | 149

The above analysis shows the negative
correlation means the respondents who have
more account with the secondary bank they are
not satisfied with the current bank.
D.Correlations with Overall satisfaction level
with Kotak Mahindra bank and Overall
satisfaction of secondary bank.

| Q5 Q
5 P
Q earson 1 106
Correlation
Sig. (2-
.199
tailed)
N 149 149
Q9 Pearson_ 106 1
Correlation
Sig. (2-
.199
tailed)
N 149 149

This table shows the positive correlation. It
means the respondents who are satisfied with
the secondary bank they are equally satisfied
with the current bank.

E. Correlations With the overall satisfaction level
with the Kotak Mahindra bank and the sex of
respondents

| Q5 Q10
5 P
Q earson. 1 -033
Correlation
Sig. (2-tailed) . .693
N 149 149
10 P
Q earson. 033 1
Correlation
Sig. (2-tailed) .693 .
N 149 149

The above table shows the negative correlation
it means that the overall satisfaction level and
sex of respondents are not related with each
other means the banks give the same services
irrespective of the gender difference.
F.Correlations With the overall satisfaction level
with the Kotak Mahindra bank and age group

| Q5 Qi1

Q5 Pearson Correlation 1 .068
Sig. (2-tailed) . 410

N 149 149

Q11 Pearson Correlation |.068 1
Sig. (2-tailed) 410 .

N 149 149

This table shows the positive correlation
between the overall satisfaction level and the
different age groups of the respondents. It means
higher the age is more they are satisfied.
Findings and Recommendation

Form the analysis of data the researcher has
found the following facts. The analysis of
customers visit frequency and the overall level
of satisfaction clearly reveals that the level of
satisfaction and the visit frequency both are
independent variable it means that the number
of visit to bank does not affect the customers’
perception Another important fact which the
researcher had found is that the majority of the
customer is not satisfied with the general
behavior of the staff, compliance of the standing
instruction and the locker facility. It is also found
that the customers with higher income group
are more satisfied with the bank compared to
the low income customer. It is also found that
the gender and the overall satisfaction level both
are independent variable. One of the important

(48) I Research Zone India- 11, Vol. (3) Apr. May. June.- 2023



I ISSN 2319-8168

fact fond by the researcher is that majority of
the respondents are natural when they have been
about the overall satisfaction level of the bank.
It means that they are finding it difficult to rate
the bank service in comparison with other
banks. They perceive that there is not much
difference between the services provided by the
Kotak bank and the other secondary bank. As it
was found that all the respondents have the
account in secondary bank and those who are
satisfied with the secondary bank they are
equally satisfied with the Kotak Mahindra bank.
Form the above facts the researcher has
recommend following solution As it was found
in the research that majority of the respondents
are not satisfied with the general behavior of
the staff, compliance of standing instruction and
locker facility. So the bank has to improve the
service quality by imparting training to the staff,
they should also ensure that the customer should
not have any complaint for compliance of
standing instruction and the locker facility. The
important fact that was found in the research is
that the customer with higher age group is more
satisfied than the low are customer. And we have
found that the majority of the banks’ customers
are in the age group of 26-35 and they are neutral
when they have been asked about their overall
satisfaction level with the bank. It was also found
that 83.2 percent of the respondents are using
Pro saving A/c but rest of the other products
and services of the bank are not utilized much.
So the bank has to promote these products and
services to the customers so that they are more
satisfied with the bank.

CONCLUSION:-

Customers are the key to maintain a competitive
advantage in today’s market. Banking
institutions should be aware of who their
customers are, which customer groups produce
higher profits and what factors influence their
loyalty and keep them happy. Customers affect a
bank’s success and the winners will be those
institutions that succeed in managing their
relationship with customers in an effective
manner and in quick time
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“LEVERAGE” - AND ITS IMPACT ON PROFITABILITY WITH REFERENCE
TO SELECTED TEXTILE COMPANIES IN INDIA

Mr. ].B. Togadiya *

The major objective of this paper is to analyze and understand the impact of leverage on
the profitability of the firm. This paper investigates the relationship between the leverage (financial
leverage, operating leverage and combined leverage) and the earning per share. And it aims to
describe how the earning capacity of the firm is influenced by the fixed operating costs and the fixed
financial charges. In this study, selected Textile companies are taken for analysis and hypothesis
are examined with the help of one way ANOVA and t-test. Apart from that, other tools like skewness
and kurtosis are applied to examine “Lack of symmetry” used to understand the distribution of data
and ‘Flatness or peakedness. The results suggest that the leverage and profitability and growth are
related and the leverage is having impact on the profitability of the firm.

KEY WORDS : (DOL: Degree of Operating Leverage), (DFL: Degree of Financial Leverage), (DCL:

Degree of Combined Leverage), (DER: Debt equity ratio), and (EPS: Earning Per share)

INTRODUCTION:

Financial Decision (FD) plays a crucial role in
the survival of a firm. Business decisions of the
firms in general and strategies in particular are
moulded by the business environment. Every
businessman has to face tough competitions,
uncertainty and risk prevailing in the trade.
External factors like the economic, political/
regulatory, social, demographic, technological
and natural factors which make up the
opportunities for and threats to business, and
internal factors like the resources, capabilities
and goodwill of the organization, internal power
relationships etc., which decide the strength and
weakness of the firm. The firm’s capital structure
(CS), which is the mix of debt and equity is
considered to be optimum when the market
value of the share is maximized. When the
shareholders’ return is maximized with minimum
risk the market value per share will be
maximized and the firm'’s capital structure would
be considered optimum. Once the financial

manager is able to determine the best
combination of debt and equity, he must generate
the appropriate capital through the best available
sources. Hence, debt equity ratio (DER) is
determined to ascertain soundness of the long-
term financial policies of the firm.

INDIAN TEXTILE INDUSTRY:

The Indian textile industry is estimated to be
around USD 52 billion and is likely to reach USD
115 billion by 2012. The domestic market is
likely to increase from USD 34.6 billion to USD
60 billion by 2012. It is expected that India’s
share of exports to the world would also increase
from the current four per cent to around seven
per cent during this period. India has overtaken
the US to become the world’s 2nd largest cotton
producing country, after China, as per a study by
International Service for the Acquisition of Agra-
biotech Application. Indiais the largest exporter
of yarn in the international market and has a
share of 25 per cent in world cotton yarn exports
and accounts for 12 per cent of the world’s

* Lecturer, “Shree Swaminarayan Naimisharanya College of Mgt. & IT”, Bhavnagar.
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production of textile fibers and yarn. The country
(India) has the highest loom capacity, including
handlooms, with a share of 61 per cent in world
loom age. India is the largest producer of jute in
the world. It is the second largest producer of
silk and the only country to produce all four
varieties of silk — Mulberry, Tsar, Ere and Muga.
The primary contribution of the Textile Industry
is export earnings for the country; the textile
industry occupies 16%of the country’s export
earnings. Industrial output sums up to 14% of
total industrial production and contributes to
approximately 30% of total export products. In
an effort to increase India’s share in the world

textile market, the Government of India has
introduced a number of progressive steps. The
Indian textile industry is striving to realize its full
potential and face the emerging challenges of
globalization and liberalization. Thus leveraging
firms lead to borrowing, which leads to debt. The
Debt-equity ratio is a long run risk measure. Debt
to equity compares debt to the owner’s
investment in the business. An increase in the
debt-equity ratio increases the firm’s financial
Leverage, because this makes additional debt
financing available.

Figure: 1 Indian Textile Export
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LITERATURE REVIEW:

Prior empirical research on leverage shows that
leverage can constrain investment (Lang, Ofek,
and Stulz 1996; Denis and Denis 1993). Merton
(1974) suggested for highly leveraged firms,
contingent claims. He predicted that almost all
firms’ value is in the hands of the debt holders. A
small increase in cash reserves goes largely to
increase the value of debt (and not equity value)
and implies that the probability of bankruptcy
decreases. Jensen and Meckling (1976)
proposed that managerial ownership reduces
their incentives to engage in non-optimal
behavior. Firms with higher investment in
intangible assets tend to use less debt in their
Capital Structure to reduce the agency costs
associated with risky debt (Myers 1977). For
low-growth firms, this means that growth adds

value to the firm, which increases borrowing
capacity. Operating fixed costs (in effect a
capacity constraint) could have an impact on the
choice of fl (Huffman 1983). Mandelker and
Rhee (1984) found a positive relationship
between both degree of financial leverage (DFL),
degree of operating leverage (DOL) and
systematic risk (SR).

Ang (1992) argued that the relationship
between size and leverage is rather complex, and
enough reasons can be found to justify both
lower or higher leverage in (privately held) small
firms when compared with larger firms. Indeed,
empirical evidence does not provide support for
a clear and monotone relationship between size
and leverage, although small firms generally
show higher leverage ratios and make greater
use of short-term financing than the larger firms.
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Whited (1992) found that firms with high
leverage display a higher sensitivity of
investment to cash flow. John (1993) presented
evidence for firm-level determinants of cash
holdings, indicating that firms with higher costs
of financial distress and higher cash flow
volatility hold significantly more cash, while
firms with higher leverage, higher growth rates,
alonger cash conversion cycle, and more tangible
assets hold less cash. Raad and Wu (1994)
found that stockholders of mergers financed
with stocks suffer significant losses.

Vogt (1994) found that the relationship
between cash flows and investment spending
differs significantly between small and large
firms. Smaller growth firms conform more to the
pecking order behavior. Lord (1996) inferred
that do], the ratio of net profits to firm value, and
the variability of unit output are all found to be
positively correlated with each of the three risk
measures. The DFL, while positively related to
total and unsystematic risk (ur), does not appear
to be related to sr. Honohan (1997) advocated
‘speed limits’ to restrict the rate of growth of
banks’ loan portfolios. Kim, Mauer and
Sherman (1998) inferred that cash holdings
increase with a higher market-to-book ratio and
higher cash flow volatility, revealing that cash
holdings decrease with firm size, leverage, the
length of the cash conversion cycle, and the
probability of financial distress.

Gelb and Siegel (2000) found that firms with
high levels of intangible assets are more likely to
emphasize dividend increase and stock
repurchase (which are generally perceived as
signalling favourable investment opportunities),
instead of traditional accounting disclosures, as
a means of overcoming adverse selection.
Benito and Whitley (2003) found evidence
that the external finance premium postulated by
the ‘pecking order hypothesis’ has a non-linear
relation with firms’ capital leverage, where
changes in leverage only affect the premium at
high levels of leverage.

Ruland and Zhou (2005) revealed a strong
positive association between leverage and the
values of diversified firms. The values of
specialized firms do not increase with leverage.

Faulkender and Wang (2006) inferred that
the average marginal value of cash across all
firms declines with larger cash holdings, and
higher leverage. Moon and Tandon (2007)
found that the association between equity
ownership and leverage is significant for low-
growth firms, but not for high-growth firms.
Drobetz and Gruninger (2007) found that
themarket to book ratio is a proxy for both
growth opportunities and/or the importance of
adverse selection costs, leading to competing
hypotheses in a pecking order framework.
Jugurnath, Stewart and Brooks (2008)
provided evidence that DER was positive and
significant in the US only; they also provided
evidence that DFL influences cci in the US.

The overall effect of leverage recapitalizations
is to improve firm’s value, as supported by the
prior literature. However, the evidence also points
to a straightforward indirect cost of fl that has
received relatively little attention in the
literature. High leverage generates interest
payments that may be high relative to current
levels of cash flow. When managers face
substantial personal costs of financial distress,
this can create incentives to emphasize
investments that maximize the cash flow of the
firm, possibly at the expense of undertaking
investments with the highest net present value.
This effect of high leverage is likely to influence
the divisional allocation of investment within a
firm. The estimates suggest that the increase in
firm’s value around the recapitalization would
be larger in the absence of such changes in
divisional allocation. In thisregard, the study adds
to a wide literature emphasizing the indirect
costs of debt financing.

LEVERAGE:

The employment of asset or source of funds for
which the firm has to pay fixed cost or fixed
return is termed as leverage. The asset or source
of fund is act as force to boost up the firm’s ability
toincrease the profitability. The higher leverage
obviously implies higher outside borrowings and
hence it is riskier if the firms earning capacity is
reduced. In other words, only when the Return
on Investment is higher than the cost of outside
borrowing, the effect of leverage will be
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favourable.

Operating Leverage:

Operating leverage is caused due to fixed
operating expenses in a firm. It is the firm’s
ability to use fixed operating costs to magnify
the effects of changes in sales on its earnings
before interest and taxes. Operating leverage
occurs at any time a firm has fixed costs that
must be met regardless of volume.

Financial Leverage:

Financial Leverage is caused due to fixed
financial costs in firm. It is the ability of a firm to
use fixed financial charges to magnify the effects
of changes in EBIT on the earning per share. It
involves the use of funds obtained at a fixed cost
in the hope of increasing the return to the
shareholders. The financial leverage employed by
a company is intended to earn more return on
the fixed-charge funds than their costs. The
surplus (or deficit) will increase (or decrease)
the return on the owner’s equity. The rate of
return on the owner’s equity is levered above or
below the rate of return on total assets.
Combined Leverage:

Operating and financial leverages together cause
wide fluctuation in EPS for a given change in
sales. [t can be done by multiplying the operating
leverage and financial leverage. The operating
leverage affects the EBIT and the financial
leverage affects the EPS. The management has
to devise a right combination of the operating
and financial leverage. A company whose sales
fluctuate widely and erratically should avoid use
ofhigh leverage since it will be exposed to a very
high degree of risk.

OBJECTIVES OF THE STUDY:

1) To understand and analyze the leverage effects
of the selected Textile companies.

2) To analyze the impact of leverage on
profitability

3) To assess the relationship between the
financing mix and earnings per share.
HYPOTHESIS OF THE STUDY:

1) There is no significant relationship between
DOL and EPS.

2) There is no significant relationship between
DFL and EPS.

3) There is no significant relationship between

DCL and EPS.

METHODOLOGY

The present study adopts an analytical and
descriptive research design. The data of the
sample companies has been collected from the
annual reports and the balance sheet published
by the companies and the websites of the
companies.

A finite a sample size of Seven Textile companies’
listed on the Bombay stock exchange has been
selected for the purpose of the study. They are
Alok Industries, Digjam, Oswal, Raymond, Shree
Dinesh, Siyaram, and Welspun.

The variables used in the analysis are earning
per share (EPS), Degree of Operating leverage
(DOL), Degree of Financial Leverage (DFL),
Degree of Combine Leverage (DCL), Earnings
Before Interest and Taxes (EBIT) Earnings
Before Taxes (EBT), Debt Equity Ratio (DER)
and Contribution Margin.

SAMPLE DESIGN

Sampling Techniques: The technique of
Convenient Sampling is being adopted for the
study.

Sample size: Seven Indian Textile companies are
chosen as sample size for the Study.

DATA COLLECTION

Financial statements are the raw data collected
from various websites like www.capitalline.com
, www.Moneycontrolcom and other company
websites.

TOOLS USED FOR ANALYSIS:

- Leverage analysis.

- Mean,

- Standard Deviation,

- Skewness: “Lack of symmetry” used to
understand the distribution of data

- Kurtosis: ‘Flatness or peakedness’ of the
frequency curve. It is the convexity of
frequency curve.

- Correlation analysis and test of significance.

- Analysis of variance (ANOVA): The statistical
tool that is used for testing hypothesis is one
way Analysis of Variance.

LIMITATIONS OF THE STUDY

1) The study is based on secondary data and only
the period of 5 years is taken for analysis.

2) The pertaining to the analysis is collected from
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Capitaline and corporate databases.
RESULTS AND DISCUSSIONS:
DEGREE OF OPERATING LEVERAGE (DOL):
The degree of Operating leverage is defined as the percentage change in earning before interest and
taxes (EBIT) that results from a given percentage change in sales. Operating leverage occurs at any
time a firm has fixed costs that must be met regardless of volume.
DOL = Contribution/EBIT
Table 1: Degree of Operating Leverage (DOL)

Digja | Oswa | Raymon Shree Siyara | Welspu
DOL Alok m 1 d Dinesh m n
Mar '11 1.34 050 1.44 2.89 1.68 0.66 -5.77
Mar '10 111  0.06 0.52 527 1.67 1.29 1.27
Mar '09 0.60 -56.18 [ 0.72 -1.76 1.16 1.79 1.92
Mar '08 090 -4.61 2.06 0.78 1.16 -0.01 1.07
Mar '07 1.07 0.27 0.57 0.79 1.31 1.25 1.20
Mean 1.00 -1199 1.06 1.59 1.40 1.00 -0.06
Standard
Deviation 028 2479 0.67 2.64 0.26 0.69 3.21
Kurtosis 0.69 4385 -0.68 0.12 -3.12 -0.05 4.80
Skewness 0.55 -2.20 1.02 0.30 0.39 -0.65 -2.18

(Source: computed from the annual reports of the company. (Money Control))
Inference: Analysis in table 1 shows that the DOL of Raymond was high as 1.59 and DOL of Digjam
was Low as (-11.99). The standard deviation value of Shree Dinesh was low which indicates that it
has low variations in fixed cost expenditures. The standard deviation value of Digjam was high
which indicates that it has high variations in fixed cost expenditures. The DOL is positively skewed
in Oswal, Raymond and Shree Dinesh, while the DOL is negatively skewed for other remaining
company. Kurtosis values indicates that Operating leverage of all the sample companies except
Alok, Oswal, Raymond and Siyaram are leptokurtic as they are more peaked than the normal curve.
The kurtosis values of Alok, Oswal, Raymond and Siyaram are flatter than the normal curve so that
they are platykurtic.
ANOVA Analysis:
Ho: The DOL position of the Textile companies does not differ significantly.
Ha: The DOL position of the Textile companies differs significantly.

Table 2: Test of Significance (DOL)

Source of Variation SS df MS F P-value F crit
Between Groups 7315886 6 1219 1.34844 | 0.269473 | 2.44526
Within Groups 2531.869 28 9042
Total 3263.457 34

(Note: One-way ANOVA has been performed in MS Excel)

Inference: Since the calculated significance level 0.269, which is greater than 0.05, the null
hypothesis is accepted. Hence, it is concluded that the DOL position of Alok Industries, Digjam,
Oswal, Raymond, Shree Dinesh, Siyaram, and Welspun does not differ significantly

DEGREE OF FINANCIAL LEVERAGE:

The degree of financial leverage is defined as the percentage change in earning per share (EPS) that
results from a given percentage change in earnings before interest and taxes (EBIT). DFL = EBIT/
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EBT
Table 3: Degree of Financial Leverage (DFL)

DFL Alok | Digjam | Oswal | Raymond | Shree Dinesh | Siyaram | Welspun
Mar '11 2.48 2.29 10.62 -8.47 1.29 1.18 0.14
Mar '10 2.99 1.30 5.65 -0.86 1.28 1.24 1.82
Mar '09 2.79 0.01 2.25 0.49 1.17 2.15 7.48
Mar '08 1.88 | -0.15 | -0.87 4.29 1.18 1.89 2.78
Mar '07 1.62 0.57 1.61 1.38 1.13 1.30 1.62

Mean 2.35 0.80 3.85 -0.63 1.21 1.55 2.77

Std.Deviation 0.59 1.01 4.44 4.77 0.07 0.44 2.80
Kurtosis -2.28 -0.51 0.47 2.56 -2.69 -2.13 3.06
Skewness  -0.32  0.82 0.93 -1.35 0.26 0.77 1.60

(Source: computed from the annual reports of the company. (Money Control))
Inference: From Table No-3 it is clear that the DFL shows a fluctuating trend and the calculated
mean and standard deviation values of Oswal was highest when compare to other sample companies
while Raymond has higher standard deviation of4.77, it indicates company has high financial risk.
The standard deviation of Shree Dinesh is comparatively low which indicates that the company is
less risky in terms of the financial risk. The DFL is positively skewed in Digjam, Oswal, Shree
Dinesh and Siyaram, while the DFL is negatively skewed for other remaining company. Kurtosis
values indicates that financial leverage of all the sample companies except Digjam and Oswal are
leptokurtic as they are more peaked than the normal curve. The kurtosis values of Digjam and
Oswal are flatter than the normal curve so that they are platykurtic.
ANOVA Analysis:
Ho: The DFL position of the Textile companies does not differ significantly.
Ha: The DFL position of the Textile companies differs significantly.

Table 4: Test of Significance (DFL)

Source of Variation SS df MS F P-value Fcrit
Between Groups 634786 | 6| 1058 1.42794 | 0.2392 2.44526
Within Groups 207.456 | 28 | 7.4091

Total 270.934 34

(Note: One-way ANOVA has been performed in MS Excel)

Inference: Since the calculated significance level 0.239, which is greater than 0.05, the null
hypothesis is accepted. Hence, it is concluded that the DFL position of Alok Industries, Digjam,
Oswal, Raymond, Shree Dinesh, Siyaram, and Welspun does not differ significantly.

DEGREE OF COMBINED LEVERAGE:

The combined leverage is simply expressed as financial leverage multiplied by operating leverage.
The operating leverage has its effect on operating risk and is measured by the percentage change in
sales. The financial leverage has its effects on financial risk and is measured by the percentage
change in EPS due to percentage change in EBIT. The risk associated with the combined leverage is
known as total risk.

DCL = (Contribution/EBIT) * (EBIT/EBT)
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Table 5: Degree of Combined Leverage (DCL)

Alok Digja Oswa | Raymon Shree Siyara | Welspu
DCL indu m 1 d Dinesh m n
Mar'11 3.32 114 15.26 | -24.49 2.16 0.78 -0.80
Mar'10 3.32 0.07 2.95 -4.56 2.14 1.61 2.30
Mar'09 1.67 -0.52  1.63 -0.86 1.35 3.85 14.33
Mar'08 1.69 070  -1.80 3.34 1.37 -0.02 2.98
Mar'07 1.72 0.15 0.91 1.09 1.48 1.62 1.94
Mean 2.35 0.31 3.79 -5.10 1.70 1.57 4.15
Standard
Deviation 0.89 064  6.64 11.22 0.41 1.45 5.87
Kurtosis -3.33 -049 3.80 3.69 -3.26 1.70 3.98
Skewness 0.61 0.06 1.85 -1.88 0.55 1.02 1.89

(Source: computed from the annual reports of the company (Money Control))
Inference: From Table No-5 it is clear that the DCL shows a fluctuating trend. Calculated Mean of
Welspun was high and Raymond was very low. The Standard deviation of Raymond was high (11.22)
itindicates company has high financial risk. The DCL is positively skewed in Alok Industries, Digjam,
Oswal, Shree Dinesh, Siyaram and Welspun, while the DCL is negatively skewed for other remaining
company. Kurtosis values indicates that Combined leverage of all the sample companies except
Digjam and Siyaram are leptokurtic as they are more peaked than the normal curve. The kurtosis
values of Digjam and Siyaram are flatter than the normal curve so that they are platykurtic.
ANOVA Analysis:
Ho: The DCL position of the Textile companies does not differ significantly.
Ha: The DCL position of the Textile companies differs significantly.

Table 6: Test of Significance (DCL)

Source of Variation SS df MS F P-value F crit
Between Groups 287.7315 6 | 4795524 1.61397 | 0.180272 | 2.445259
Within Groups 831.9528 28 | 29.7126

Total 1119.684 34

(Note: One-way ANOVA has been performed in MS Excel)

Inference: Since the calculated significance level 0.180, which is greater than 0.05, the null
hypothesis is accepted. Hence, it is concluded that the DCL position of Alok Industries, Digjam,
Oswal, Raymond, Shree Dinesh, Siyaram, and Welspun does not differ significantly

DEBT - EQUITY RATIO:

The ratio between the borrowed funds and owner’s funds is called dent equity ratio. [tindicates the
proportion of debt is used in the capitals structure. Higher debt equity ratio reveals that the financial
risk of the firm is higher and leads to increased cost of capital i.e. higher return is required by both
owners and lenders. (Debt - Equity Ratio = Borrowed funds/Shareholder’s Funds)
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Table 7: Debt - Equity Ratio (DER)

Alok Digja Oswa | Raymon Shree Siyara | Welspu
Debt-eqratio indu m 1 d Dinesh m n
Mar'11 428 0.99 1.88 1.34 0.41 1.21 2.63
Mar '10 3.86 1.08 1.90 1.44 0.58 0.99 2.71
Mar'09 4.4 2.10 1.76 1.52 0.5 1.5 3
Mar '08 442 2.33 8.35 1.09 0.49 1.86 2.79
Mar'07 3.26 2.37 8.41 0.93 0.44 1.36 2.62
Mean 4.04 1.77 4.46 1.26 0.48 1.38 2.75
Standard
Deviation 0.49 0.69 3.58 0.25 0.07 0.33 0.16
Kurtosis 0.84 -3.16  -3.33 -1.74 0.29 0.43 1.36
Skewness -1.31 -0.52  0.61 -0.55 0.60 0.51 1.29

(Source: computed from the annual reports of the company (Money Control))
Inference: It is found from the table 7 that the mean debt equity ratio of Alok industry and Oswal
are highest as 4.04 and 4.46 during study period. Higher debt equity ratio reveals that the financial
risk of the firm is higher and leads to increased cost of capital The mean debt equity ratio of Shree
Dinesh islowest as 0.48, it reveals that the financial risk of the firm is lower. The standard deviation
value of Oswal has highest as 3.58; it reveals that firm was modifying its capital mix frequently.
Among the sample Companies, Alok industry, Shree Dinesh, Siyaram and Welspun are positively
skewed while other companies are negatively skewed. The kurtosis value of the entire sample is
flatter than the normal curve and is known as platykurtic.
ANOVA Analysis:
Ho: The DER position of the Textile companies does not differ significantly.
Ha: The DER position of the Textile companies differs significantly.

Table 8: Test of Significance (DER)

Source of Variation SS df MS F P-value F crit
Between Groups 66.99976 6 |11.16663 | 5.699271 | 0.000568 | 2.445259
Within Groups 54.86061 28 | 1.959308

Total 121.8604 34

(Note: One-way ANOVA has been performed in MS Excel)

Inference: Since the calculated significance level 0.005, which is lower than 0.05, the null
hypothesis is rejected and alternative hypothesis is accepted. Hence, it is concluded that the
DER position of Alok Industries, Digjam, Oswal, Raymond, Shree Dinesh, Siyaram, and Welspun
does differ significantly.

EARNING PER SHARE (EPS):

Earning per share measures the profit available to the equity shareholders on a per share basis, that
is, the amount that they can get on every share held. It is the rupee earnings available to each share
of the owners. This can be calculated by the following formula which is expressed in rupee terms:
EPS= (Net profit available to equity Shareholders / Number of Ordinary shares
Outstanding)
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Table 9: Earning Per Share (EPS)

Alok Digja Oswa | Raymon Shree Siyara | Welspu
EPS (Rs) indu m 1 d Dinesh m n
Mar'11 4.1 059 0.11 6.94 14.79 61.38 -11.21
Mar'10 2 6.42 0.17 -8.17 13.94 3591 15.5
Mar'09 6.93 -1.68  0.17 -37.43 16.58 12.21 4.23
Mar'08 9.99 -1.18  -0.34 1.73 131.14 10.14 3.59
Mar'07 9.63 -3.3 0.1 22.32 181.62 20.83 7.13
Mean 6.53 017  0.04 -2.92 71.61 28.09 3.85
Standard

Deviation 3.47 376  0.22 22.22 79.42 21.19 9.66
Sample Variance 12.04 1413  0.05 493.60 6307.17 449 .12 93.37
Kurtosis -2.04 255 455 141 -2.04 0.69 2.03
Skewness -0.36 152  -2.11 -0.92 0.83 1.19 -0.83

(Source: computed from the annual reports of the company (Money Control))
Inference: From the table it is inferred that the EPS of Shree Dinesh (Rs. 71.61) is substantially
higher than that of other sample firm. EPS of Raymond, Oswal and Digjam is Very low. The standard
deviation of Shree Dinesh is very high; it indicates more fluctuation in earning of the company:.
Among the sample Companies, Digjam, Oswal, Raymond, Siyaram and Welspun are positively skewed
while other companies are negatively skewed. The kurtosis value of the entire sample is flatter than
the normal curve and is known as platykurtic.
ANOVA Analysis:
Ho: The EPS position of the Textile companies does not differ significantly.
Ha: The EPS position of the Textile companies differs significantly.

Table 10: Test of Significance (EPS)

Source of Variation SS Df MS F P-value F crit
Between Groups 21683.84 6 3613.973 | 3432784 | 0.011462 | 2.445259
Within Groups 29477.9 28 1052.782

Total 51161.74 34

(Note: One-way ANOVA has been performed in MS Excel)

Inference: Since the calculated significance level 0.01, which is lower than 0.05, the null hypothesis
is rejected and alternative hypothesis is accepted. Hence, it is concluded that the EPS position
of Alok Industries, Digjam, Oswal, Raymond, Shree Dinesh, Siyaram, and Welspun does differ
significantly.

CORRELATION ANALYSIS:

Correlation analysis is an important statistical tool which helps in determining the relationship
between two or more variables. The degree of relationship is measured by the correlation co-
efficient which is denoted by ‘r".

Test of Significance

Table value of D.f = (5-1) = 4 degrees of freedom at 5% level of significance is 2.776 for two tailed
test

[CORRELATION BETWEEN DOL & EPS]:

(HO): There is no significant relationship between operating leverage and EPS.
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Table 11: Correlation and ‘t’ Test Results for Operating Leverage and EPS

Company Name | r value | Correlation result | t' Value | Hypothesis result
Alokindu -0.425 Negative 0.812 Accepted
Digjam 0.294 Positive 0.534 Accepted
Oswal -0.860 Negative 2.917 Rejected
Raymond 0.364 Positive 0.676 Accepted
Shree Dinesh -0.514 Negative 1.038 Accepted
Siyaram -0.090 Negative 0.156 Accepted
Welspun 0.856 Positive 2.863 Rejected

(Note: Correlation has been performed in MS Excel)
Inference: Table 11 shows that the correlation between the operating leverage and EPS is negative
for Alok industry, Oswal, Shree Dinesh and Siyaram and it is positive for the remaining sample
companies. As per the ‘t’ test results, it is clear that the table value is less than the calculated value for
Oswal and Welspun. Therefore, null hypothesis is rejected. Hence, there exists arelationship between
operating leverage and EPS. In case of Alok industry, Digjam, Raymond, Shree Dinesh and Siyaram
the null hypothesis is accepted therefore, there is no relationship between operating leverage and
EPS.
[CORRELATION BETWEEN DFL & EPS]:
(HO): There is no significant relationship between financial leverage and EPS.

Table 12: Correlation and ‘t’ Test Results for financial Leverage and EPS

Company Name rvalue | Correlationresult | t'Value | Hypothesis result
Alok indu -0.849 Negative 2.782 Rejected
Digjam 0.483 Positive 0.955 Accepted
Oswal 0.563 Positive 1.178 Accepted
Raymond -0.096 Negative 0.168 Accepted
Shree Dinesh -0.732 Negative 1.860 Accepted
Siyaram -0.766 Negative 2.063 Accepted
Welspun 0.245 Positive 0.438 Accepted

(Note: Correlation has been performed in MS Excel)
Inference: Table 12 shows that the correlation between the financial leverage and EPS is negative
for Alok industry, Raymond, Shree Dinesh and Siyaram and it is positive for the remaining sample
companies. As per the ‘t’ test results, it is clear that the table value is less than the calculated value for
Alok industry. Therefore, null hypothesis is rejected. Hence, there exists a relationship between
financial leverage and EPS. In case of Digjam, Oswal, Raymond, Shree Dinesh, Siyaram, and Welspun
the null hypothesis is accepted therefore, there is no relationship between financial leverage and
EPS.
[CORRELATION BETWEEN DCL & EPS]:
(HO): There is no significant relationship between combined leverage and EPS.

Table 13: Correlation and ‘t’ Test Results for combined Leverage and EPS

Company Name | rvalue Correlationresult| t' Value  Hypothesisresult
Alokindu -0.910 Negative 3.801 Rejected
Digjam 0.044 Positive 0.076 Accepted
Oswal 0.412 Positive 0.783 Accepted
Raymond -0.145 Positive 0.255 Accepted
Shree Dinesh -0.583 Negative 1.243 Accepted
Siyaram -0.278 Negative 0.501 Accepted
Welspun 0.220 Positive 0.391 Accepted
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(Note: Correlation has been performed in MS
Excel)

Inference: Table 13 shows that the correlation
between the combined leverage and EPS is
negative for Alok industry, Shree Dinesh and
Siyaram and it is positive for the remaining
sample companies. As per the ‘t’ test results, it is
clear that the table value is less than the calculated
value for Alok industry. Therefore, null
hypothesis is rejected. Hence, there exists a
relationship between combined leverage and
EPS. In case of Digjam, Oswal, Raymond, Shree
Dinesh, Siyaram, and Welspun the null
hypothesis is accepted therefore, there is no
relationship between combined leverage and
EPS.

MAJOR FINDINGS:

Degree of Operating Leverage: (DOL)

- The DOL of Raymond was highas 1.59 and DOL
of Digjam was Low as (-11.99). The standard
deviation value of Digjam was high which
indicates that it has high variations in fixed cost
expenditures.

- The DOL is positively skewed in Oswal,
Raymond and Shree Dinesh, while the DOL is
negatively skewed for other remaining company:.
The kurtosis values of Alok, Oswal, Raymond and
Siyaram are flatter than the normal curve so that
they are platykurtic.

- DOL position of Alok Industries, Digjam, Oswal,
Raymond, Shree Dinesh, Siyaram, and Welspun
does not differ significantly

Degree of Financial Leverage: (DFL)

- The calculated mean and standard deviation
values of Oswal was highest

- The DFL is positively skewed in Digjam, Oswal,
Shree Dinesh and Siyaram. The kurtosis values
of Digjam and Oswal are flatter than the
normal curve so that they are platykurtic.

- DFL position of Alok Industries, Digjam, Oswal,
Raymond, Shree Dinesh, Siyaram, and Welspun
does not differ significantly.

Degree of Combined Leverage: (DCL)

- The DCL shows a fluctuating trend. Calculated
Mean of Welspun was high and Raymond was
very low. The Standard deviation of Raymond
was high (11.22) it indicates company has high
financial risk.

- The DCL is positively skewed in Alok Industries,
Digjam, Oswal, Shree Dinesh, Siyaram and
Welspun. The kurtosis values of Digjam and
Siyaram are flatter than the normal curve so that
they are platykurtic.

- The DCL position of Alok Industries, Digjam,
Oswal, Raymond, Shree Dinesh, Siyaram, and
Welspun does not differ significantly.

Debt Equity Ratio: (DRR)

- The mean debt equity ratio of Alok industry and
Oswal are highest as 4.04 and 4.46 during study
period. Higher debt equity ratio reveals that the
financial risk of the firm is higher and leads to
increased cost of capital

- Among the sample Companies, Alok industry,
Shree Dinesh, Siyaram and Welspun are
positively skewed. The kurtosis value of the
entire sample is flatter than the normal curve
and is known as platykurtic.

- The DER position of Alok Industries, Digjam,
Oswal, Raymond, Shree Dinesh, Siyaram, and
Welspun does differ significantly.

Earning Per Share (EPS)

The EPS of Shree Dinesh (Rs. 71.61) is
substantially higher than that of other sample
firm. EPS of Raymond, Oswal and Digjam is Very
low.

- Among the sample Companies, Digjam, Oswal,
Raymond, Siyaram and Welspun are positively
skewed. The kurtosis value of the entire sample
is flatter than the normal curve and is known as
platykurtic.

- The EPS position of Alok Industries, Digjam,
Oswal, Raymond, Shree Dinesh, Siyaram, and
Welspun does differ significantly.

Correlation Analysis:

- The correlation between the operating leverage
and EPS is negative for Alok industry, Oswal,
Shree Dinesh and Siyaram. In case of Oswal and
Welspun the null hypothesis is rejected,
therefore, there is a relationship between
operating leverage and EPS.

- The correlation between the financial leverage
and EPS is negative for Alok industry, Raymond,
Shree Dinesh and Siyaram and it is positive for
the remaining sample companies. In case of Alok
industry the null hypothesis is rejected,
therefore, there is a relationship between
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financial leverage and EPS.

- The correlation between the combined leverage
and EPS is negative for Alok industry, Shree
Dinesh and Siyaram and it is positive for the
remaining sample companies. In case of Alok
industry the null hypothesis is rejected,
therefore, there is a relationship between
combined leverage and EPS.

CONCLUSIONS:

From the study it is found that there is a
significant relationship between DOL and EPS,
DFL and EPS, and DCL and EPS. Thus, fixed
operating expenses and the financing mix
decisions of the firm are significantly influencing
the earning capacity of the firm. The leverage
effect is positive when the earnings of the firm
is higher than the fixed financial charges to be
paid for thelenders. The leverage is an important
factor which is having impact on the profitability
of the firm and the wealth of the shareholders
can be maximized when the firm is able to
employ more debt.
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BUDGET FOR SPORTS

Mr. Chetan Dhanani *

The most important pre-requisite for success of
any institution is the faith of the top management
and departmental heads in planning, translated
into budgets and objective evaluation of results.
Such a faith should be reinforced by a readiness
to accept criticism and to take corrective action
in thelight of information that becomes available.
The budgeting and budgetary controls will be
discussed in details so that the sports
administrators/coaches/physical education
teachers get an insight into the vital area.

The Institute of Cost and Management
Accountant of England defines a budget as ‘A
financial and/or quantitative statement,
prepared prior to a defined period of time, of the
policing to be pursued during that period for the
purpose of attaining a given objective’. Budgetary
control has been defined as ‘the establishment of
budgets relating the responsibilities of executive
to the requirements of a policy and the
continuous comparison of actual with budgeted
results either to secure by individual action the
objective of that policy or provide a basis for its
revision.

Budgetary control consists of the following :

a. Determination of the objective to be achieved.
The objective may be higher profits, better
financial position better position in the market
etc.

b. Knowing the steps necessary to achieve the
objective, that is to say, laying down an exact
and detailed course of action, month by month
and over the whole period.

c. Translation of the course of action into
quantitative and monetary terms.

d. Constant comparison of the actual with the
budget (again both physical achievements and

money values involved), noting discrepancies
and their reasons and taking steps to remove
causes of shortcomings, wastage losses etc., and
to consolidate reasons leading to good results.
ADVANTAGE :

A system of budgetary control leads to the
following advantages :

a. Maximizes efficiency by eliminating all
wastages and losses.

b. There is no delay in execution, since budgets
operate as a sanction to proceed with the work.
c. Expenditure beyond what is included in the
budget is not incurred without prior sanction;
thus it can be scrutinized before it is incurred.
d. Everyone knows what exactly he has to do.
This means that there will be no overlapping and
that there will be nothing that will be left undone.
e. Budgetary control ensures coordination and
centralized control but not at the cost of
delegation of authority.

f. Management by exception is possible :
comparison of actual and budgeted performance
will show up sports where supervision is needed.
ESSENTIALS :

a. The objective to
determined.

b. The budget period should be properly fixed.
Normally the budget is to be drawn up for a year.
c. Key (or limiting ) factors must be located. in
sports availability of sports equipment may be
the determining factor for the entire activity.

d. persons concerned at various level of the
management must be consulted and their
consent should be obtained for the budgets that
are adopted.

e. Budget must have flexibility. This is to say that
if actual work conditions differ from what were

be achieved must be

* Lecturer in Phy.Edu.., The KPES College M.K. Bhavnagar University, Bhavnagar.
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expected, it should be possible to recast the
budget quickly.

f. There must be a person to watch and control
the budget.

FUNCTIONAL BUDGETS :

Functional budgets are budgets for different
functions to be carried out for achievement of
the objectives. For a sport organization the
following budgets can be drawn depending on
the basis of the quantity of budgeted output.
PURCHASE BUDGET :

This will lay down what quantities of materials
have to be purchased from month to month so
that the materials and stores required to carry
on the activities are procured in time. It is
essential to draw up the materials equipments
and other store items while planning a
programme for sports. Purchase budgets also
require a decision on part of the management as
to what should be the size of the inventories.
Also requirements on month-wise basis should
be determined.

LABOUR BUDGET :

In sports programmes labour is required time
and again for preparation of grounds etc,, it is
important to determine at which point of time
labour will be required and the number of such
labour required. The field management staff
should be asked to give this estimate of the cost
of the labour that will be required to do the
various activities. This would help in drawing
the estimate for the labour cost that would help
in planning the budget.

CAPITAL BUDGET :

This is more required in the commercial
ventures, however, for sports planning also this
is essential so that the budget for implementation
of the sports programmes can be drawn and there
is no problem of finance at the implementation
stages.

WORKS EXPENSES BUDGET :

The labour budget indicates how much will be
spent on direct wages. Other expenses to be
incurred in the implementation process, can be
divided in the following categories :

(i) Fixed expenses

(ii) Variable expenses

(iii) Semi-Variable expenses

OFFICE AND ADMINISTRATIVE EXPENSES
BUDGET :

The expenses to be incurred on this account also
need to be taken into consideration while making
the budgetary provision for the period of the
plan.

RESEARCH AND DEVELOPMENT BUDGET :
This budget is drawn up keeping in view the
research projects going on in the organization
of the research that is being planned during the
period for which the budget is being made. This
budget does not depend upon the return that the
organization gets from the money invested. It
depends upon the inclination and the will of the
management to take up research projects.
FINANCE BUDGET :

It would be essential to know in advance the
amount and kind of finances that will be needed
and the anticipated time of this requirement
Though the capital budget can be planned quite
accurately, the working capital which is equally
important is difficult to estimate.

FLEXIBLE BUDGET :

It is quite likely that the some unforeseen
circumstances come up and there is a need for
more finances than planned. It is, therefore,
necessary to have a system of budgeting which
enables the budgets to be changed and recasted
quickly to suit actual conditions. Such a system
of budgeting is known as ‘flexible budgets’. In its
essence, however, flexible budgets mean new
budgets to suit actual condifions.

ZERO BUDGETING :

This type of budgeting emphasise the need to
examine each budget involving costs and
expenses very thoroughly to cut out all
unnecessary expenses and costs. One has to
proceed from the capital from the point where
the amount to be allowed is nil or zero, then each
essential activity is thought of and justified and
cost that would be necessary for carrying out
the activity is allowed in the budget. This process
will avoid the danger of allowing an expense to
be included in budgets simply because it was
allowed in the previous year even though the
concerned activity is redundant and
unnecessary. This essence of ‘zero budgeting’
therefore, is a careful scrutiny of all activities to
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see whether they are at all necessary and to
allow only the essential expenditure.
PERFORMANCE BUDGETING :

Performance budgeting is the name given to
budgeting and appraisal techniques specially in
government. Where, previously, budgets merely
set out the expenditure to be incurred without
correlating it with results. The budgets merely
set out the amounts to be spent under various
heads - salaries, stationary, rent etc. Performance
budgeting requires the estimates to be drawn up
for various activities to be undertaken, Instead
of considering only expenditure, expenditure as
well as results should be in focus; this requires
analysis of each broad activity. It also requires
appraisal on the basis of results rather than
merely on the basis of the amount of money
spent.
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GIRLS WRESTLING GAINS ACCEPTANCE

Mr. P. K. Chauhan *

High School Girls Grapple with Male-
Dominated Contact Sports

A local newspaper dubbed her “The Gritty
Grappler,” and with good reason. At 112
pounds, Katrina Betts, a senior at Milan High
Schoolin Ann Arbor, Michigan, had defeated
18 of her 24 opponents in one season, with
11 pins. Her victories were remarkable for
several reasons: She not only came back to
the mat after life-threatening injuries
suffered in a car accident two years before;
she also managed to hold her own in a sport
where the presence of females is often only
grudgingly accepted.

“I'd say the parents are the worst,” Betts
commented after one tournament. “Actually,
[ think the mothers are a lot worse than the
fathers. I don’t think they like it when a girl
beats one of their sons.”

According to the National Federation of
High School Associations, the numbers of
girls who compete in wrestling are up
dramatically. With the growth in girls’
interest in the sport, many schools find
themselves literally wrestling with the
question of how to accommodate both sexes
in a traditionally male sport Title IX requires
any school receiving federal funds to allow
girls to try out for and, if qualified, participate
on a boys’ team if no comparable girls’ team
is available. Although contact sports — such
as football, ice hockey, and wrestling — are
specifically exempt from the Title IX
mandate, most coaches seem inclined to
accommodate girls, even if they aren’t
required to do so by law.

A Level Playing Field?

“At first, it’s like, ‘Ooo, there’s a girl on the

team, but after a week it’s no big deal,” says
Lance Lomano, wrestling coach at
Northeast High School in St. Petersburg,
Florida, where senior Alix Lauer is the sole
female member of the school team. “She’s
kind of a tomboy, so most of us treat her
equally. The guys don’t take it easy on her”
Lauer must wait outside the weigh-in room
while other teammates take their turns on
the scale. She removes more jewelry before
a match than other players. Other than that,
her presence on the team has become
almost unremarkable, Lomano says. Unlike
football, basketball, or hockey, where
adolescent boys’ height or physical strength
often makes it impossible for girls to
compete on a “level playing field,” wrestlers
are matched according to weight.

“You're competing against someone in the
same ball park, because weight is a leveler,”
notes Jim Thompson, director of the Positive
Coaching Alliance based at Stanford
University. “For girls who want to play at the
highest level in any sport, playing against
boys toughens them up.”

“I Got Beat by a Girl”

But what makes for an exciting and
challenging opportunity for girls may
provide a different sort of challenge for
boys, observers note.

“They say, ‘Oh, if I ever lost to a girl I'd be so
embarrassed,” coach Lomano says of the
boys on his wrestling team. “And the girls
know, if a guy loses to them he’s going to
take a lot of ridicule.”

“Thinking about the adolescent boy’s psyche,
they have so much anxiety and insecurity,”

* Visiting Faculty, P.D. Pandya Mahila Commerce College, Ahemdabad
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“we

says Thompson. “‘I got beat by a girl’ can
be turned inward in a negative way, with
negative self-talk, or outward in
misogynistic, anti-female vocabulary and
behavior”

Lomano has observed no inappropriate
behavior on the mat when girls and boys
wrestle each other, precisely because, he
believes, boys are reluctant to compete with
girls in the first place. Despite that, some
schools would rather “pay than play.”

“We will forfeit a match if a girl is on the
opposing team,” vows John Herzog,
superintendent of Detroit’s Lutheran High
School Association representing five private
high schools. “The opening hold is obscene.
They’ve got the hands on the crotch. You
have to draw the line somewhere, and we
would say there are ample opportunities for
girls in other sports.”

A League of Their Own?

Others argue that denying girls a chance to
compete in the sport of their choice
constitutes social, if notlegal, discrimination.

The short-term answer, Thompson believes,
is sensitivity training for coaches, so they
know how to deal with both boys’ fear of
ridicule and girls’ feelings about being
ostracized. In the long term, all observers
agree, the best scenario is for girls to wrestle
other girls on teams of their own. In fact,
women’s wrestling has gained acceptance
worldwide.

In the meantime, a growing number of
young women seem determined to take
their place on the mat, despite the obstacles.
“The guys are so much stronger,” wrestler
Alix Lauer told theSt. Petersburg Times, “but
[ try not to think about that. It’s like running.
[ say to myself, ‘What’s stopping me from
putting one leg in front of the other?
Nothing.”
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Livelihood, Sociology, and Tribal Communities: A Sociological
Study of Changing Livelihood Patterns in Gujarat

This research paper explores the intersection of livelihood, sociology, and anthropology, fo-
cusing on the tribal communities of Gujarat, India. Drawing from anthropological and sociological
perspectives, it examines how modernization, urbanization, and state interventions have influenced the
transformation of traditional livelihood practices. The study highlights the decline of shifting cultivation
and forest-based subsistence, the rise of settled agriculture, labor migration, and diversified employ-
ment opportunities. It further analyzes the socio-cultural implications of migration, such as the erosion
of traditional institutions, kinship ties, and cultural practices. Through a sociological lens, the paper
emphasizes the need for sustamnable development strategies that preserve tribal identity, autonomy, and
dignity. The analysis demonstrates that while livelihood diversification ensures survival, it does not
always guarantee an improved standard of living, making it crucial to design policies that integrate
economic development with social cohesion and cultural preservation.

Keywords;-Livelihood, Sociology, Anthropology, Tribal Studies, Migration, Social Change, Cultural

Transformation, Sustainable Development, Gujarat Tribes

The question of livelihood has always been
central to sociology and anthropology, as it en-
compasses both the material and socio-cultural as-
pects of human survival. In the Indian context, tribal
communities such as the Bhils, Rathwas, Warlis,
Gamits, Dangis, and Halpatis of Gujarat exem-
plify how livelihood is not merely an economic
activity but a social and cultural process. Concen-
trated in districts like Dahod, Chhota Udepur,
Panchmahal, Narmada, Tapi, Dang, and Valsad,
these communities have historically depended on
shifting cultivation, forest produce, and subsistence
farming. Since the 1990s, issues of tribal displace-
ment, loss of land, and forest rights have gained
prominence in Gujarat's policy debates and aca-
demic discussions. The erosion of traditional live-
lihoods due to industrialization, deforestation, and
state interventions has compelled tribal communi-
ties to adapt in ways that affect not only their eco-
nomic security but also their cultural identity and
social cohesion.

Literature Review

Sociological and anthropological literature
on livelihoods emphasizes the interplay between
economy, culture, and identity. Norman Long de-
fines livelihood as a process of striving, coping,

and adapting, highlighting 1ts active and dynamic
nature. Sandra Wallman extends this definition by
stressing that livelihood is tied to identity, relation-
ships, and cultural practices. In the context of tribal
societies, livelithood includes not only food and
shelter but also ritual practices, kinship obligations,
and ecological stewardship. Scholars such as
Bebbington (2000) and De Haan (2000) have
linked livelihoods to broader socio-economic
transformations, arguing that livelihood strategies
are deeply embedded in social relations and power
structures. For Gujarat's tribes, livelihood is in-
separable from their connection to the forest, their
social institutions, and their cultural values. How-
ever, modernization and globalization have dis-
rupted these linkages, leading to new forms of
vulnerability and exclusion.
Present Livelihood Situation

The tribal communities of Gujarat, includ-
ing the Bhils, Rathwas, Warlis, Gamits, Dangis,
and Halpatis, traditionally relied on shifting culti-
vation, forest produce, hunting, and fishing. Over
time, these practices have been replaced by settled
agriculture and wage labor. Agricultural practices
remain largely rain-fed, with paddy, maize, and
millets as staple crops. However, small landhold-
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ings, low productivity, and inadequate irrigation
continue to constrain their agricultural base. In
South Gujarat, tribal households often migrate sea-
sonally to work in sugarcane fields, while in North
and Central Gujarat, many have become depen-
dent on wage labor in construction, diamond pol-
ishing in Surat, and industrial labor in cities like
Ahmedabad and Vadodara. Petty trade, forest
produce collection, and cultural practices such as
Rathwa Pithora paintings and Bhil folk arts also
provide supplementary incomes. Government de-
velopment programs and NGO interventions have
created opportunities in education, tailoring, self-
help groups, and cooperative farming. Yet, liveli-
hood diversification has not always translated nto
improved living standards, as poverty, indebted-
ness, and lack of social security continue to per-
sist.
Changing Lifestyles: Sociological Implications of
Migration

Migration and modernization have deeply
impacted tribal society in Gujarat. Exposure to ur-
ban areas has introduced modern goods such as
televisions, smartphones, and motorcycles into
tribal villages. Aspirations for education, stable
employment, and consumer lifestyles have grown.
However, these changes have disrupted traditional
social nstitutions. The Bhil and Rathwa communi-
ties, for example, historically practiced bride price,
but dowry practices are now emerging. Joint fam-
ily systems are weakening, and youth are increas-
ingly prioritizing nuclear households. Rituals and
collective festivals such as Holi, Ind Pooja, and
other harvest ceremonies are losing significance,
while Bollywood and social media are reshaping
cultural identity. Practices like Rathwa Pithora
painting are being commercialized, transforming
sacred art into market commodities. From a so-
ciological perspective, these shifts represent pro-
cesses of Sanskritization, acculturation, and indi-
vidualization. The erosion of kinship solidarity and
collective institutions points to increased social frag-
mentation.
Discussion

The case of Gujarat’s tribal communities
illustrates the complex sociological dimensions of
livelihood transformation. Livelihood cannot be
reduced to material sustenance; it is deeply em-
bedded in kinship ties, rituals, and cultural iden-
tity. The transition from forest-based and shifting
cultivation to diversified livelihoods in agriculture,
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wage labor, and migration has brought both op-
portunities and challenges. While development in-
terventions and migration have enabled access to
education, healthcare, and new forms of employ-
ment, they have also contributed to the erosion of
traditional institutions and practices. This duality
highlights the broader dilemma of tribal develop-
ment: balancing modernization with cultural pres-
ervation. From a sociological perspective, liveli-
hood strategies are influenced not only by eco-
nomic opportunities but also by power relations,
policy structures, and cultural values. Effective in-
terventions must therefore integrate economic de-
velopment with cultural preservation, community
participation, and sustainable resource manage-
ment.
Conclusion

This study demonstrates that the liveli-
hoods of Gujarat’s tribal communities are under-
going profound transformations due to modern-
ization, migration, and state interventions. While
diversification into wage labor, trade, and urban
employment has provided resilience, it has not
guaranteed improved living standards or social
equity. The erosion of cultural practices, kinship
systems, and collective rituals raises concerns about
identity and cohesion. From a sociological stand-
point, development must address both economic
and socio-cultural dimensions of tribal life. Poli-
cies aimed at tribal development in Gujarat must
move beyond material welfare and prioritize cul-
tural dignity, autonomy, and community agency.
Only by combining livelihood security with cultural
preservation can tribal societies achieve sustain-
able and equitable development.
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Philosophical Roots of Physical Education in Vedic Thought:
A Study of Their Relevance Today

The ancient Vedic Sastras provide a comprehensive view of human development that does not
distinguish between mental, spiritual, and bodily well-being. According to Vedic philosophy, self-real-
ization and dharma (good life) are based on physical prowess and discipline. Yoga, martial arts, and
lifestyle activities that serve as both physical and moral instruction are enshrined in the core Vedic texts
(Rigveda, Yajurveda, Atharvaveda, etc.) and its Upavedas (Ayurveda, Dhanurveda, etc.). According
to the traditional approach, the goal of bodily education was always higher, and old teachers believed
that students should be yoginiya, or skilled at establishing mental and physical discipline. One Sanskrit
saying goes, “The body is indeed the instrument of dharma” (sarira? adyam khalu dharmasadhana?).
Teachers may address physical fitness and preventative medicine in one step by reintroducing these
whole-mind concepts—yoga, martial arts, and Ayurvedic livinginto public health and modern curricula.
In order to demonstrate how a Vedic understanding of physical education might improve practice
today for the benefit of both individual and societal well-being, our examination draws on both ancient
literature and modern research.
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dian Educational Heritage

Upanishadic wisdom and Vedic writings emphasise
that physical health and strength are prerequisites
for social and spiritual responsibilities. The Taittiriya
Upanishad, for example, states that bala (strength)
is necessary for cosmic order (?ta). “sariram adyam
khalu dharma sadhanam” is an old Sanskrit saying
that states that the body is the first instrument to
utilise when pursuing dharma. According to this
viewpoint, a weak body stands in the way of achiev-
ing more; in fact, one Upanishadic book states rather
openly that strength is necessary for the universe
to exist. Indeed, According to Phor (2021), the
Vedas “promulgated that...a healthy physique is
indispensable for the salvation of life.” Martial train-
ing was already well-established at that time, as
evidenced by the Rigveda's description of wres-
tling and fistfighting as desirable abilities. The in-
stances demonstrate that the Vedic seers did not
view physical strength as a trivial issue, but rather
as an integral component of dharma and mok?a
(freedom).

An integrated educational system was his-
torically formed during the Vedic era (c. 1500-500
BCE). Ancient Indian sastras combined physical

training with moral and spiritual teaching, in con-
trast to later Western divisions of sports and ethical
education. at addition to studying the Vedas, stu-
dents practiced yoga, knightly exercises, and crafts
at gurukulas, which are ashrams run by teachers.
According to Phor (2021), there are references to
wrestling and archery contests in the Rigveda and
Epics. According to historical records, each ancient
Veda had a corresponding Upaveda that was de-
voted to a particular area. For example, the
Yajurveda's Upaveda is Dhanurveda (war), and the
Rigveda's is Ayurveda (health sciences). In light of
these connections, we study Vedic literature and
modern research to understand how physical edu-
cation was conceptualised in ancient India and what
it may offer modern teaching.
Literature Review

The full extent of ancient Indian physical
culture is identified by scholarship. A gurukula sys-
tem is mentioned by scholars like Acharya (2009)
and Mukhopadhyay (2012), where pupils studied
yoga, martial arts, and ritual responsibilities while
their guru was present. According to Basham (2004),
Indian philosophy considered the body and spirit to
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be interdependent, making physical health a legiti-
mate objective since it permitted the practice of
dharma. These lessons have been expanded upon
by modern scholars. For instance, Phor's historical
analysis from 2021 reveals that Vedic texts docu-
mented sports and praised strength. He cites the
epics' numerous archery and wrestling scenes as
well as Rigvedic references to fistfighting.

It is recognised in the field of yoga studies
that Vedic and Upanishadic practice are the origins
of asana and pra?ayama. An eightfold yoga is codi-
fied in Patanjali's Yoga Sutras (c. 2nd century CE),
although similar practices are also described in ear-
lier Upanishads. A clear early example of pra?ayama
is found in the Brihadaranyaka Upanishad (c. 700
BCE), where verse (1.5.23) instructs the pupil to
inhale and exhale using a mantra. In a similar vein,
yoga is traditionally defined by the Katha Upanishad
as the ongoing mastery of the senses. This inner
yoga is developed in the later Upanishads
(Svetasvatara, Maitraya?iya). For instance,
Maitraya?iya specifies six-limbed yoga (breath con-
trol, detachment from the senses, meditation, etc.),
whereas Svetasvatara (2.2) recommends upright
posture with breath control and a one-pointed
mind.focus, introspection, and unity). These sources
show continuity: the breathing techniques, medita-
tion, and asanas of classical yoga are derived from
earlier Vedic traditions.

The preventative philosophy of Vedic health
science is confirmed by ayurvedic study. The clas-
sical medical treatises Charaka Sa?hita and Sushruta
Sa?hita recommend seasonal regimens (?tucarya)
and daily routines (dinacarya) for good health.
Sushruta discusses yoga-like positions and masses
to develop resistance, whereas Charaka 7.32 ex-
pressly suggests exercise for vigour. Even the
Atharvaveda, which laid the groundwork for later
Ayurvedic therapy, is replete with accounts of ill-
nesses and remedies, according to modern com-
mentators. In fact, the Rigveda, Atharvaveda, and
Yajurveda “refer to medicinal herbs, surgical tech-
niques, and healthy living guidelines” itself. This
ensures that Ayurveda originated from Vedic knowl-
edge. According to the material that is now avail-
able, ancient Indian literature views health and physi-
cal training as components of the spiritualised sci-
ence of life rather than as separate abilities. How-
ever, much of the research treats martial arts, yoga,
Ayurveda, etc. individually. We aim to connect these
threads under the umbrella of “Vedic Sastra” and
connect them to public health and education today.
Thematic Analysis Physical Education's Philosophi-
cal and Spiritual Foundations

The body is seen as a divine trust in Vedic

philosophy. Numerous hymns personify strength
(bala) as a cosmic power. Invoking Indra to pro-
vide “viryam” (heroic vigour) and “bala” is a com-
mon practice in Rigvedic mantras, which fundamen-
tally interpret physical strength as a celestial bless-
ing. The simple statement “The world's existence
is based on strength; be attached to strength” is
found in Chandogya Upanishad (7.8.1). According
to this cosmology, one must have a strong, healthy
physique in order to fulfil their dharma. Practically
speaking, ancient teachers believed that a weak
body prevented a person from truly achieving knowl-
edge or contributing to society.

It was also a social ideal of strength. The
Taittiriya Upanishad exhorts, “Saha viryam
karavava?ai” (meaning “together may we bring
forth strength”). In other words, building physical
strength was a common goal that was exercised in
group training. Furthermore, ethics and fitness were
never separated in Vedic schooling. Students of all
ages were expected to practise brahmacharya (self-
discipline) and indriya-niyama (control of the
senses). The initial limbs of Patanjali's yoga para-
digm, which was subsequently developed but re-
flects this viewpoint, are yama (ethical vows) and
niyama (personal observances), which include hon-
esty and ahi?sa (non-violence). Students were in-
structed not to misuse their strength even when
learning fighting. The idea that a strong body should
serve a moral purpose was therefore realised when
the body was trained in conformity with moral
discipline. Yoga(Asana,Pramayama,Dhyana) in
Vedic Traditions

The Vedic discipline served as the intellec-
tual basis for yoga poses in ancient India. Practices
that Patanjali subsequently codified are described
in the ancient Upanishads. The life-breath, pra?a,
is mentioned as an ethereal channel of awareness
in the Chandogya Upanishad (c. 800—700 BCE).
Hymn (1.5.23) in the Brihadaranyaka Upanishad
(c. 700 BCE) explicitly teaches mindful breathing
for higher goals. Practitioners of Svetasvatara (c.
Sth—4th century BCE) are expected to sit erect,
breathe consciously, and focus their minds. These
references suggest that meditation posture and
breath awareness (pra?ayama) were already be-
ing practiced. An early six-limbed system is indi-
cated by the Katha Upanishad, which defines yoga
as constant control of the senses. In fact, the later
ashtanga (eightfold) method was prefigured by the
Maitraya?iya Upanishad (prior to Patanjali), which
lists exactly six stages: control of the breath, sepa-
ration from the senses, meditation, concentration,
reasoning, and union.

The objective remained the same, even
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though Patanjali's Yoga Sutras (c. 2nd century CE)
would eventually combine these practices with
moral considerations into an eight-limbed route. In
the Vedic setting, yoga was always a tool for spiri-
tual development rather than just physical exercise.
For instance, asana and breath-work were offered
during the daily Yoga-Yajfia temple rite. The Vedic
sun worship ritual is the origin of Sun Salutation
(Surya Namaskar), which is often considered a con-
temporary practice. Generally speaking, this tradi-
tion is carried on by the Yoga Upanishads (6th—
14th c. CE) and schools like Kashmir Saivism, but
they all draw from the same source: a philosophy
where asana, pra?ayama, and dhyana unite body
and breath in the quest for self-realization.
DhanurvedaandMartial Training

Literally meaning “science of archery,”
Dhanurveda was the Yajurvedic martial Upaveda.
Dhanur (bow), archery, swordplay, mallayuddha
(wrestling), chariot warrior, and military strategy
were all included in the overall curriculum of com-
bat and defence arts. This instruction is depicted in
great detail in scholarly literature and ancient ep-
ics. Therefore, in the Mahabharata, for example,
Balarama teaches wrestling to the Pa??ava ruler
Bhima, while his brother Arjuna learns from Drona
and becomes an unmatched Dhanur fighter.
Dhanurveda “does not deal with archery alone, but
is the study of all war weapons,” according to clas-
sic writers. The rigorous fitness was a key compo-
nent of the martial arts program. High talent “re-
quired a lot of endurance, strength, suppleness,
speed” that was gained via rigorous training and
hunting, according to one source. To increase their
agility, teenage soldiers ran, hopped, wrestled, prac-
ticed sword skills, and even danced. Marma-points,
or the body's life points, were specifically taught to
wrestlers in order to improve their fighting skills. In
summary, physical strength was maintained as a
science in ancient Indian military school,
requiringwarriors to strike a balance between hon-
ing their talents and developing their strength and
stamina. These examples demonstrate that, rather
than being a recreational activity, martial power was
created as an organised technique of study in Vedic
training.
Gurukul System and Holistic Development

This comprehensive approach was based
on the gurukula system, which was prevalent from
the Vedic period onwards. In a gurukula, students
lived with their guru in a setting akin to an ashram,
where learning took over every aspect of everyday
life. Along with study and spiritual activities, there
were physical activities like as yoga, games, and
morning physical training. Given that a gurukula

required physical activity for all castes, historical
accounts even state that “the Brahmins, being teach-
ers, had to master. archery, sword fighting etc.”
According to Ayurvedic principles, a student's
dinacarya (daily routine) began in the morning with
mild exercises and hygiene. One old remedy, for
example, is to get up early, take a bath, perform
sun-salutations or callisthenics, and recite mantras
during morning worship. Students would sit for Vedic
study and moral guidance after completing the ex-
ercises. Over time, this approach enforced mental
and physical discipline.

A well-rounded scholar-warrior was the
end outcome. Catu?-vidha-sik?a (fourfold training)
was the main focus of the gurukula, which aimed
to form the body (sarira), word, intellect (buddhi),
and spirit in harmony. Thus, a graduate of a gurukula
was supposed to be morally upright, mentally adroit,
and physically robust. They developed into k?atriya-
yogis, warrior-sages who bravely and wisely lived
out dharma. On the other hand, sports, academics,
and moral instruction are often separated in mod-
ern schooling. Their integration is suggested by the
Vedic model: Students' moral and athletic educa-
tion reflected the ideal of a strong (bala) and truth-
ful (satya) person. From collective prayers to bow
and arrow exercise, every aspect of gurukula life
was essentially designed as essential instruction for
arogya, knowledge, and character.

Ayurveda in Preventive and Performance-
Oriented Health

The health paradigm for this approach was
provided by Ayurveda, the Vedic science of life. Its
ancient manuals repeatedly reiterate that the first
duty is to maintain one's health (svasthya). To bal-
ance the three do?as, Ayurvedic writings suggest
seasonal and daily routines (dinacarya, ?tucarya)
that include meditation, food, exercise, and mas-
sage. For example, routine exercise produces “light-
ness, strength, and stability”” (Charaka Sa?hita 7.32),
indicating the value placed on having a strong body.
According to a recent analysis, the Rigveda,
Atharvaveda, and Yajurveda “refer to medicinal
herbs, surgical methods, and principles of healthy
living.” This confirms the Vedic foundation of
Ayurveda. The renowned Ayurvedic philosophy
emphasises prevention and svasthya? svasthy or
sustaining the health of the healthy. In order to cul-
tivate ojas (vitality) and combat fatigue, gurukula
students would have undertaken Ayurvedic regimens
(correct food, oil massage, yoga, and meditation)
daily. Physical training was therefore framed asta-
conforming life rather than just skill-building, with
each workout and routine serving as a bodily spiri-
tual practice.
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These principles are supported by contem-
porary integrative health literature. According to a
2024 study, Ayurveda uses yoga and meditation “to
balance doas, enhance mental clarity, and lower
stress.” It also emphasises how natural nutrition and
lifestyle are used in Ayurvedic and Vedic traditions
to avoid sickness. Through everyday routine and
moral behaviour, thesenew findings align with the
Vedic approach to treatment. Therefore, physical
education, nutrition, sleep, and mindfulness are all
linked in Ayurveda's integrated approach, which is
a paradigm for peak performance and preventative
healthcare.

Relevance of Vedic Practices to Modern
Physical Education

The majority of Vedic physical education
concepts align with current educational and public
health goals. In addition to academic skills, modern
schools seek to foster values, emotional stability,
and physical health. All of these things are taken
care of by the Vedic method, which combines yoga,
martial arts, lifestyle discipline, and character de-
velopment. Systematic assessments of school yoga
programs, for instance, show significant improve-
ments in kids' concentration, mood, anxiety, and self-
esteem. These results support the age-old claim that
meditation and breath control improve mental clar-
ity. Ayurveda's emphasis on routine (dinacarya) and
balanced living in preventive health foreshadows
contemporary lifestyle medicine: regular exercise,
a healthy diet, and stress reduction. In line with
contemporary advice to align with the cycles of
nature, a 2023 study of Ayurvedic research high-
lights the practice's support of daily and seasonal
practices to prevent lifestyle disorders.

These connections are already displayed
in educational programs. International organisations
like UNESCO/WHO encourage the use of tradi-
tional medicine, and yoga and dinacharya ideas have
been included into the Indian curriculum. Some
schools now emulate Vedic customs by beginning
the day with respiratory exercises and Surya
Namaskar (sun salutations). Embodied learning even
transmits moral ethics: discipline is taught by re-
peated drills, and ahi?sa is taught through non-vio-
lent sports. Similar to Vedic ideals, martial arts in-
struction (wrestling, yoga-based dancing, and ar-
chery) emphasises self-control and respect. The
practice of Indian martial arts is sometimes described
as “moving meditation” on the road to self-mastery
in ethnographic studies.

Generally speaking, going back to the Vedic
paradigm suggests an education that is really holis-
tic—that is, one that develops the full person. Re-
cent science (stress reduction through pranayama,

fitness through yoga, and prevention through rou-
tine) and traditional knowledge make for an intrigu-
ing combination. It implies that rather than being a
profane adjunct, physical education may be included
into moral and intellectual education to produce well-
rounded people. Together, the Vedic sastras offer a
wealth of content for modern physical education
approaches that emphasise character development,
stress tolerance, and preventative care, enhancing
contemporary pedagogy and healthcare models.
Discussion

According to our study, the Vedic sastras
provide a synoptic approach to physical education
that is both older and synchronous with many con-
temporary approaches. According to the Vedas, a
healthy body fosters spiritual growth, hence incor-
porating health into dharma. This integrated per-
spective suggested that physical activity was always
a part of an ethical way of life rather than a stand-
alone sport. When taught in conjunction with ethics
and biblical study, yoga and meditation become tools
for cultivating virtue and attentiveness. The pur-
pose of martial arts instruction was both defence
and responsibility. Ancient India therefore demon-
strated a comprehensive approach to education,
where values, the body, and the intellect were all
cultivated together.There is now a lot of crossover
between preventative and holistic health strategies.
Similar to how Vedic educators combined physical
and spiritual education, school and clinical investi-
gations consistently show that integrating yoga and
mindfulness improves kids' mood and cognitive abili-
ties. Ayurveda's focus on daily routines also antici-
pates current public health campaigns to combat
sedentary behaviour. In fact, according to recent
studies, yogic and Ayurvedic activities consistently
strengthen the body and immune system to prevent
imbalance. These comparisons show that Vedic
wisdom is not just timeless but also applicable to
today's problems of tension and inactivity.

It requires tact to adapt Vedic elements to
the modern world. Laic interpretations are required
for some Vedic disciplines, such as sacred rites or
an austere lifestyle. Redefining martial arts instruc-
tion is necessary for both accessibility and safety.
Nonetheless, the fundamental principlethat educa-
tion should develop the full personis highly regarded
today. The popularity of Ayurveda and international
campaigns like International Yoga Day even show
a covert alignment with these ideas. Official edu-
cational trials might incorporate Ayurvedic nutrition
modules, yoga courses, and pranayama breaks into
classrooms. Preliminary findings on these therapies
are promising. For example, students who partici-
pate in yoga programs report considerable reduc-
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tions in anxiety, which echoes the Vedic goal of

mental stability.

Future research might compare integrated
curricula derived from Vedic sastra experimentally.
To create and evaluate “Vedic-inspired” physical
education curriculum, Indologists, educational theo-
rists, and public health experts would collaborate
together. Using this ancient whole-systems concept
might provide affordable, culturally acceptable treat-
ments if lifestyle illnesses continue to rise globally.
The data suggests, at the very least, that condition-
ing the body and mind at the same time is a tried-
and-true approach that goes beyond sports.
Conclusion
A tried-and-true master plan for holistic physical
education may be found in Vedic Sastras. The an-
cient texts aimed to produce individuals who were
ethically balanced, cognitively disciplined, and physi-
cally powerful by fusing physical prowess with eth-
ics and spirituality. Exercise was viewed as a tool
for learning and tapas (austerity) in the Central
Vedic texts and Upavedas. As the saying sarira?
adyam khalu dharmasadhana? reminds us, the body
is the main instrument used to fulfil life's responsi-
bilities. Even though they have been developed over
thousands of years, disciplines like yoga, martial arts,
and Ayurvedic regimen are still important for today's
stressed-out, sedentary society.

In practice, there may be a number of ben-
efits to incorporating Vedic knowledge into contem-
porary teaching. Fitness and character may be de-
veloped simultaneously through morning yoga
courses, physical exercise, values education, and a
focus on good daily routines. Given the rise in chronic
illness, even a little cultural shift in favour of these
principles might have a significant positive impact
on public health. The main point of this paper is that
“whole-person” education was taught in ancient
India millennia before it was uncovered by contem-
porary science. Policymakers and educators may
improve curriculum and promote a comprehensive
concept of well-being in the twenty-first century
by adhering to that tradition.
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