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College, one of our premiere colleges in the city area, is organizing a National Conference on
“Research & Practices in Commerce, Management, Humanities, and Information Technology
for Sustainable Development” on the 01st of March, 2025. Just as the world has been gifted
with nine gems from Samudramanthan, I wish in the same way new directions and vistas of

knowledge are opened from this national conference.

I wish all the very best to Dr. Prashant Jariwala, Administrative-in-Charge, and the entire
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A COMPARATIVE STUDY OF ENVIRONMENTAL DISCLOSURE PATTERN OF INDIAN
PHARMACEUTICAL COMPANY
By
Neha Kaku
Assistant Professor
LJ University, Ahmedabad, Gujarat

Abstract

There are various decision-making criteria conducted throughout the business by different people
engaged directly or indirectly in the business. One of the most important decisions of running a
successful and ethical business leads to the question HOW? A business can be just normal and limited
whereas it can be sustainable and beneficial to the environment from where it has received majority of
the inputs for producing the product or rendering service. So, if a company has sustainable business
(needful to grow and to grab growing opportunities) it considers the environmental disclosures
(Voluntary Disclosure) in its annual report or website. According to Global reporting Initiative, nineteen
items are considered for Environmental disclosure Index. Here, an exploratory study is done between top
two (as per market capitalisation) Indian Pharmaceutical companies. This is a trend study conducted with
the help of secondary data, taken from the annual report published by the company. This comparative
study is led by the Environmental Disclosure Indicators which are important to have a Sustainable
Business.

Keywords: Environmental Disclosure Index, Environmental Accounting, Environmental Reporting,
Annual Reports, Content Analysis

Introduction

“We are the first generation to feel the effect of climate change and the last generation who can
do something about it.”-Barack Obama, Former US President.

Every business has its own objective; each and every objective is fulfilled with the help of proper
utilisation of resources. These resources are limited, thus there must be a sustainable plan to run the
business (Environmentally Friendly Business or Sustainable Business). Even in Pharmaceutical Industry
the products have a major input from natural resources which must be preserved and conserved so that it
does not become a limiting factor for future innovations in important findings in the sector of Pharma.
Environment is affected by economic, social and political issues. Business has great responsibility of not
just maintaining interest of investors but to work in interest of environment. Profitability is not just
recovering cost and earning percentage of profit on it, but profitability is earning profit with maintaining
sustainability- giving back to nature for the resources that were used for the production or providing
services. Hence, it is important to maintain a balance between wealth maximation and sustainability. For
this many companies voluntarily conduct practice of Environment Disclosure under the head of Business
Responsibility and Sustainability Report in Annual Reports even some companies also disclose this kind
of information on their website, this discloses business entities responsibility towards air, water and
waste management, carbon emission, etc. this disclosure leads an ethical and increased
goodwill/reputation in the eyes of stakeholders.

Review of Literature

Environmental disclosure has evolved significantly since the 1970s when companies began
including brief narrative reports on environmental performance in their annual reports (Harte & Owen,
1991; Wiseman, 1982). However, these disclosures were often incomplete and lacked standardization.
Over time, increased stakeholder pressure and regulatory developments have led to more structured
environmental reporting practices (Sahay, 2004; Singh & Joshi, 2009).
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The role of financial performance in CED remains debated. Deegan and Gordon (1996) suggested that
companies with higher financial performance tend to disclose more environmental information as a
strategy to maintain legitimacy and corporate reputation. However, Wu et al. (2010) found that
environmental disclosures negatively impact firm performance, indicating potential costs associated with
sustainability reporting. Similarly, Alikhani and Maranjory (2013) found no significant relationship
between CED and profitability in Iranian firms, raising questions about the financial benefits of such
disclosures.

In India, environmental reporting remains largely voluntary, with some industries demonstrating
higher disclosure levels. Sen et al. (2011) identified that firms in pollution-intensive industries, such as
distilleries, often follow minimal disclosure practices despite regulatory pressures. Siddique et al. (2011)
emphasized the need for standardized reporting frameworks to improve the quality of environmental
disclosures, particularly in developing economies.

Objectives
The study has following specific objectives;
1. To identify and evaluate the environmental disclosures reported in Indian Pharmaceutical
companies.
2. To analyse the Environmental Disclosure Indicators as per GRI (Global Reporting Initiative).
3. To conduct comparative analysis of disclosure scores obtained by the companies in
pharmaceutical industry.

The purpose of this study is a comparative analysis of Indian Pharmaceutical Company for their
environmental reporting practice. This study analyse the following indicators as per GRI of
environmental disclosure; Compliance with environmental standards, EMS ISO 14001, Expenditure /
investment on pollution control equipment, Information relating to present / potential litigation,
provision, contingent liability, fine, Environmental policy, Environmental Initiatives, Environmental
Audits, Awards for Environmental Protection, Conservation of Energy, Conservation of natural
resources, Conservation of Bio diversity, Conservation of water, Reducing Carbon emission, Reduce
consumption of materials, Waste management, Recycling waste, Noise Emission, Use of renewable
energy, Supply chain management Supply chain management and Green products.

Methodology

The nature of the study is Exploratory. The data is secondary in nature which has been sourced
from Annual Report considering its inclusion on Company’s website. The data has been considered for
last three Financial Years- 2021-22, 2022-23, 2023-24. The Environmental Disclosure index is
developed as per the indicators of Global Reporting Initiative (GRI). This has been developed by having
deep literature survey in accounting and related fields.
The Environmental Disclosure Index as per indicators of Global Reporting Initiative (GRI) has nineteen
items included, which are as follows;

Table No. 1:Environmental Disclosure Indicators as per Global Reporting Initiative (GRI)

Items Environmental Disclosure Indicators as per Global Reporting Initiative (GRI)
1 Compliance with environmental standards, EMS ISO 14001
2 Expenditure / investment on pollution control equipment
3 Information relating to present / potential litigation, provision, contingent liability, fine
4 Environmental policy / goal / sustainability roadmap
5 Training education for environmental protection / Environmental initiatives
6 Environmental audits / External assurance
7 Awards for environmental protection

( 1
(S
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Conservation of energy
Conservation of natural resources / remediation, clean-up, restoration
10 Conservation of Bio diversity / tree plantation / sapling
11 Conservation of water / rainwater harvesting / Water management
12 Reducing Carbon emission / Air emission / CO2 / Greenhouse gas
13 Reduce consumption of materials
14 Waste management and disposal information
15 Noise emission information
16 Use of renewable energy / bio fuel / solar / wind mill
17 Recycling waste
18 Supply chain management/green sourcing/green supply chain
19 Product development and innovation/Green products.

This study evaluates the items which are not Quantitative or qualitative in nature nor it is based
on few disclosures or deep informative disclosure but each item is assigned as 1 or 0 as per the disclosure
or non- disclosure of item in the Annual Report under the head of Business Responsibility and
Sustainability Reporting. The score is then summed up which can maximum be at nineteen, then an
average is found year wise and company wise.

Sample Selection and Time:
For the study, top two companies are selected which is based on higher market capitalisation in
regards with others. Here the study of annual Report for both the companies have been conducted.
This study includes a comparative analysis of two Indian Pharmaceutical companies listed in National
Stock Exchange (NSE);
1. Sun Pharmaceutical Industries Limited
2. Divi’s laboratories Limited

The highest market capitalization in National stock Exchange (NSE) for Indian Pharmaceutical
Industry is of Sun Pharmaceutical industry limited and the second highest market capitalization in
National stock Exchange (NSE) for Indian Pharmaceutical Industry is of Divi’s laboratories Limited.
This study is based for the time period of three financial years that is 2021-22, 2022-23 and 2023-24.

Results and Discussions:

Environment Disclosure is voluntary in nature, though many companies have come up with the
presentation of such reports of Business Responsibility and Sustainability Reporting. The reason lies in
its benefits.

The focus on sustainable business is considerably increasing as the years are coming ahead, due
to the declining nature of natural resources. There are many industries who have considered the
Environmental Disclosure in the annual report from which this study focuses on Indian Pharmaceutical
Companies (Pharmaceutical Industry).

Market | Name of Company (Listed in National stock
Total
Cap. Exchange)
1 Sum Pharmaceutical Industries Limited 47

Table No. 2 Total score of Sun Pharmaceutical Industry Limited
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This company has scored a total of 47 out of 57 based on the nineteen items mentioned in Table
No.1 of Environmental Disclosure Indicators as per Global reporting Initiative (GRI) in three consecutive
financial years that is 2021-22 (1), 2022-23 (2), 2023-24 (3). An overall fair picture of environmental
disclosure is seen for these three years.

Market | Name of Company (Listed in National stock
Total
Cap. Exchange)
2 Divis Laboratories Limited 51

Table No. 3 Total score of Divi’s laboratories Limited

This company scored a total of 51 out of 57 based on the nineteen items mentioned in Table No.1
of Environmental Disclosure Indicators as per Global reporting Initiative (GRI) in three consecutive
financial years 2021-22 (1), 2022-23 (2), 2023-24 (3). for these three financial years. An overall a higher
and good / fair picture of environmental disclosure is seen for these three years.

A. Analysis of Sun Pharmaceutical Industry Limited:

The following chart shows the year wise environment disclosure for Sun Pharmaceutical industry
limited.

Sun Pharmaceutical Industries
Limited
17
.
—

16

ﬂ

Chart No.1: Sun Pharmaceutical Industries Limited

Here, a clear picture of disclosure can be seen. This chart showcases the year wise data that is 16,
17 and 14 environmental disclosure indicators in three consecutive financial years 2021-22 (1), 2022-23
(2) and 2023-24 (3).

In the first financial year that is 2021-22 out of the 19 Global reporting Initiative (GRI) indicators
16 has been disclosed. The indicators which are not disclosed are Information relating to present /
potential litigation, provision, contingent liability, fine, Awards for environmental protection, Noise
emission information. It is a positive sign that the company is not having any contingent liability or fine
allocated in regards of sustainability in this year. The company must look forward for noise emission
process.
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In the second financial year that is 2022-23 out of 19 Global reporting Initiative (GRI) indicators
17 has been disclosed. The indicators which are not disclosed are Awards for environmental protection,
Noise emission information. It is beneficial end for the company to see an increase in input of
Environmental Disclosure but here the company have reported the information relating to present /
potential litigation, provision, contingent liability, fine which is not good enough for the sustainable
business outcome. Thus, a proper care must be taken to reduce environmental damage or resource
wastage and to concentrate on business sustainability.

In the third financial year that is 2023-24 out of the 19 Global reporting Initiative (GRI)
indicators 14 has been disclosed. The indicators which are not disclosed are Information relating to
present / potential litigation, provision, contingent liability, fine. Awards for environmental protection,
Noise emission information, Supply chain management / green sourcing / green supply chain, Product
development and innovation / Green products. Again, it is a positive sign that the company is not having
any contingent liability or fine allocated in regards of sustainability in this year which is a seen effort of
the company to get the image better for sustainable business. Again, a constant indicator is noise
emission which must be taken into consideration and the sustainability is negatively affected when the
company does not focus on Product development and innovation / Green products and Supply chain
management / green sourcing / green supply chain.

The trend of environmental disclosure indicators is seen to be decreasing seeing from the view point
of sustainability as the company gets involved in contingent liability in second year and in the third year
it has not taken into account the innovative technique of product development and green sourcing of the
material from the suppliers by not taking into consideration the supply chain management.

B. Analysis of Divi’s Laboratories Limited:

The following chart shows the year wise environment disclosure for Divi’s Laboratories Limited,

Divi's Laboratories Limited
17 17 17

NN B

Chart No. 2: Divi’s Laboratories Limited

Here, a clear and fair picture of disclosure can be seen. This chart showcases the year wise data
that is 17 environmental disclosure indicators in all the three consecutive financial years 2021-22, 2022-
23 and 2023-24.

The Company’s constant effort is seen in maintaining the environmental Disclosure indicators in
all the three financial years. Here, for 2021-22, 2022-23 and 2023-24 financial years a score of 17 out of
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the 19 Global reporting Initiative (GRI) environmental disclosure indicators has been disclosed. The
indicators which are not disclosed for all the three years are constant and they are Information relating to
present / potential litigation, provision, contingent liability, fine and Noise emission information. On one
end it is good to look forward to a maintained sustainable effort for the business and it is also a quality
showcasing factor when the contingent liability is not disclosed for the company in any of the year and
for the Noise emission information the company must inculcate an effort to disclose the same.

Analysing and evaluating the comparison chart of both the companies, the following information makes
it more clear by showcasing the overall picture of three financial years with the average year wise for that
company and year wise for different company

Market | Name of Company (Listed in Financial Year Average
Cap. | National stock Exchange) 2021-22 2022-23 202324
1 Sun Pharmaceutical Industries 16 17 14 15.6667
Limited
2 Divi’s Laboratories Limited 17 17 17 17
Average 16.5 17 15.5 16.3333

Comparing the data of Environmental Disclosure Indicators for Sun Pharmaceutical Industries
Limited and Divi’s Laboratories Limited a comparative benefit is seen in Divi’s Laboratories Limited as
it has an average score of 17 which is higher as compared to 15.6667 which is the score of Sun
Pharmaceutical Industries Limited. Hence Divi’s Laboratories Limited showcase a better picture of
Sustainable business in its annual report.

Findings and Conclusion

Though being the Environmental Disclosure is not compulsion by law, still many companies have
considered the environmental disclosure in their annual report and many of the companies have also
disclosed these details on their website to gain and maintain impression / image or goodwill for
shareholders, government and potential investors. This study has resulted to the comparative
environmental disclosure of top two Indian Pharmaceutical which is listed in the National Stock
Exchange (NSE). In this study, the analysis and evaluation of companies on their take on sustainability
for recent three financial years that is 2021-22, 2022-23 and 2023-24 disclosed in their annual report is
considered as exploratory study. It is righteous for the company to disclose the factors or indicators
considered by them to lead a sustainable business.

Limitations

This study is based on pharmaceutical industry only, which can be seen for more industry
inclusion in the future study. Here, the comparative study is based on two companies again which can be
enlarged to a greater number of companies in pharmaceutical industry or a mixture of industries. The
data here considered is for recent three financial years, which can be extended to five to ten years
depending on the availability of data by the company.
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Abstract

This research seeks to explore the relationship of Environmental, Social and Governance (ESG)
scores with the financial performance of selected energy and power sector Indian companies. For this
purpose in this study data of top 10 BSE listed energy and power sector Indian companies for the period
2022-23 and 2023-24 and adopts a Pearson correlation coefficient and Multiple linear regression to
assess the relationship between Environment, Social, Governance and Combines ESG Scores as a
(Independent Variables) whereas ROA and ROE as (Dependent Variables).The results of the study
revealed that ROA is strongly and positively co-related with the Environment Score whereas the ROE
showing moderate positive but not significant relation with Environment score whereas the relationship
with other variables like social and governance score and combined score is insignificant. However ROA
found to have quite close relationship but not significant with (COMB.SCORE, GOVERNANCE,
ENVIRONMENT, and SOCIAL SCORES) also ROE showing insignificant relationship with
Independent variables. Further it is to be recommended to have more transparency and consistency in
their ESG reporting to help the investors and other stakeholders to better evaluation of relationship
between ESG factors and financial returns.

Keywords: ESG Scores, Financial performance, Correlation, Regression

Introduction

ESG became one of the most driven factors that indicate opportunities and hazards and which
affect a business's capacity to generate long-term value. This covers environmental concerns including
resource shortage and climate change, waste management, carbon emission reduction, renewable energy
promotion, and risk mitigation. It addresses social issues including data, product safety, and labour
methods safety human rights, diversity, fair labour practices, and community involvement. Additionally,
it deals with governance issues like tax transparency, executive compensation, and board diversity. ESG,
an asset management company, assesses nations and businesses based on their level of sustainability by
taking into account environmental, social, and governance aspects.

In the end, ESG refers to investments that seek to yield favourable returns and a lasting influence
on people, the environment, and company performance. A company's leadership structure, decision-
making procedures, and accountability systems are the main topics of governance factors. All
stakeholders must comprehend ESG values because renewable energy is currently the energy sector's
most pressing requirement.

Businesses in the renewable energy sector that exhibit outstanding ESG performance have a
higher chance of drawing funding from funds that support ethical and sustainable enterprises as well as
socially conscious investors. Businesses may foresee and reduce risks like societal opposition,
environmental effects, and regulatory changes by including ESG considerations into their risk
management plans. Strong governance procedures, social initiatives, and proactive environmental
management can all lower the likelihood of social disputes and improve a company's social license to
operate. Through waste reduction, energy conservation, and the promotion of a continuous improvement
mindset, ESG practices can stimulate innovation and operational efficiency.
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Through waste reduction, energy conservation, and the promotion of a continuous improvement mindset,
ESG practices can stimulate innovation and operational efficiency. A significant emphasis on ESG can
also spur product and service innovation, creating new market and source of income. In the quickly
changing renewable energy sector, businesses that incorporate ESG principles into their fundamental
strategy are generally better positioned for long-term resilience and competitiveness.

Literature Reviews

Dingding Liu (2022) conducted research study on “The Impact of ESG on Financial Performance
of Listed Companies —An analysis based on corporate reputation perspective. In this study revealed that
private level enterprises financial performance more significantly affected than the state owned
enterprises also medium scale companies financial performances majorly affected compared to large
scale and small size enterprises.

Tao Fu & Jianjung Li (2023) done research study on “An empirical analysis of the impact of ESG
on the financial performance: the moderating role of digital transformation”. For this purpose A-share
listed companies china selected as a sample and by using the regression analysis they found that ESG
positively and significantly affect the financial performance also when we see the heterogeneity test
shows that improving effects of ESG has a positive and significant impact over non-state owned
enterprise but insignificant for state owned.

Deepali Kalia & Deepika Aggarwal (2022) done a research study on “Examining impact of ESG
score on healthcare companies”. In order to examine the relationship and to see their impact correlation
and multivariate regression analysis technique has been used which resulted that ESG positively
affecting the performance of developed economies but it has insignificant impact in developing
economies.

Eko Putri Setiani (2023) has done a research on “The impact of ESG Scores on Financial
Performance: Moderating role of gender diversity. Using multiple regression analysis study resulted that
gender diversity fosters a positive relationship between ESG Scores and corporate financial performance
and it is to be suggested that investors also need to pay attention on non-financial factors in making their
investment decision.

Amar Rao,Vishal Dagar ,Kazi Sohag,Leila Dagher & Tauhidul Islam Tanin (2023) has done
research on “ Good for the planet ,good for the wallet :The ESG impact on financial performance in
India. In this study they examine the impact of ESG on financial performance of selected nifty 50
companies. Fixed-effects panel quantile regression shows negatively impact of environmental pillar score
and the governance pillar score on the ROE across almost all quantiles with high statistical significance
but the mild negative impact of social score over the ROE.

Karishma Anklesaria Dalal &Nimit Ashwinkumar Thaker(2019) found in their research that
companies with a high ESG Scores are better financial performers also the result of their study clearly
indicate that investors majorly prefer companies with a good social obligations, better carbon footprints
and transparent governance policies and they suggested that regulatory should heavily focus on a
environmental aspect, social aspect and governance aspect to make it part of mandatory disclosures as a
improved sustainability reporting practices .

Fei Wang (2024) conducted a research over the A-share listed companies for a period 2018-2022
and the result of their study indicated the EGS Scores, Financial profitability and firm value are
significantly positively correlated.

Priyanka Devi & Sapna (2024) done a research on 149 listed companies on BSE stock index for
the year 2020 and 2021 and their study revealed that significant negative relation between ESG rating
and the frim performance also negative relation found between ESG Scores and Firm performance and
they added that organisation which follow ESG initiatives incurred additional cost which affect their
profitability.

Vishal Patel and Kumar Aditya (2024) done a research on ESG impact on financial performance:
A study of Metal Industry in India in which their study resulted that ESG Scores on two critical financial
( ]
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performance indicators i.e. ROA and ROE .This study also noted that significant positive moderating
effects of firm size on both ROA and ROE.

Sanjay Bhayani & Butul Ajmera (2023) in their study resulted that ROA has significant
correlation with social whereas ROCE has a significant correlation with social and ROA.Also stock price
shows significant correlation with ROA, ROCE and size. Whereas the ESG has insignificant relationship
with ROA.ESG has significant correlation with Environment score, Social score, governance score and
leverage. Size is the only variable affect ROCE and ESG Scores has a insignificant impact on enterprise
value.

Research Gap

From the above review of literature researcher found that most of the research work have been
done in various sector with reference to ESG and its impact over financial performance but very few
research paper has been reviewed in the area of energy and power sector based Indian companies with
reference to ESG scores and its impact over financial performance.

Objectives of the study
e To analyse the relationship of Environmental, Social and Governance factors with the financial
performance of selected Indian Power & Energy Companies.
e To study the impact of Environmental, Social and Governance factors over the financial
performance of selected Indian Power& Energy Companies.

Main hypothesis of the study

Hyi.There is no significant relationship between ESG Score and ROA of selected Indian Power
&Energy Companies.

Hy,. There is no significant relationship between ESG Score and ROE of selected Indian Power& Energy
Companies.

Hys.Thereis no significant impact of ESG Score on ROA of selected Indian Power& Energy Companies.

Hy4. Thereis no significant impact of ESG Score on ROE of selected Indian Power& Energy Companies.

Note: The above main null hypothesis having a sub -hypothesis based on each category of scores.
Research Methodology

Correlation: Pearson correlation coefficient is used to check the relationship of ESG Scores with ROA
and ROE.

Regression: Multiple Linear regression were used to check the impact of Combined ESG Score,
Environment score, Social Score, Governance Score on the financial performance of energy and power
based selected Indian companies.

Variables
Independent: Environment, Social and Governance Score and Combined ESG Scores of selected
companies taken as an independent variables of the study.

Dependent: ROA and ROE have been chosen as a measures of financial performance are used as a
dependent variable.

Sources of data: In this study the data of ESG Performances of energy and power generation companies
extracted from the website of standard credit score rating agency and in order to the analysis data of top

( 1
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10 energy and power based corporations of India selected as a sample listed on based on their market
capitalisation .The sample Companies renewable source of energy, electricity generation companies and
oil and natural gas by is a standard scores published by CRISIL ESG Ratings & Analytics Limited.
Secondary Source of data have been used to achieve the objective of the present study. Data has been
collected from the databases and reports of rating agencies, annual reports, financial statements, stock
market, books, journals, and official financial websites.

Research Methodology: This study employs an exploratory research design to examine the impact of
Environmental, Social, and Governance (ESG) scores on the performance of the metal industry in India.
The statistical tools include Pearson correlation coefficient and multiple linear regression analysis, to
provide a comprehensive understanding of the relationship between ESG scores and performance.
Pearson’s Correlation analysis is used to check the relationship among ESG Score, Combined ESG
Scores ROA (Return on Asset), and ROE (Return on Equity).Regression analysis is used to check the
impact of ESG Score and Combined ESG Score on the financial performance of selected Indian Power&
Energy Companies.

Sample and Scope of Study: Convenience sampling method is used to select the top 10 energy and
power based companies selected based on their market capitalisation listed on BSE are considered for
this study. The time period of the current study is the 2022-23 and 2023-24 .However 10 out of 40
companies listed on BSE Stock index namely NTPC, Power Green, and Adani Green, Adani power,
TATA power, NTPC Green energy, Adani green energy solutions, JSW Energy, NHPC and Torrent
power.

Limitations of the study:
e The time period of the study is restricted to two financial years.
e ESG Scores doesn’t express the true ESG Practices of the firm.

Analysis and Interpretation:
Table 1.1: Descriptive Statistics

Descriptive Statistics

N Range Minimum | Maximum Mean Std. Deviation | Variance
ROA 10 21.32 3.62 24.94 7.9700 6.75661 45.652
ROE 10 56.79 2.00 58.79 14.4990 16.41543 269.466
IENVIRONMENT 10 31.00 36.00 67.00 48.6000 10.92601 119.378
GOVERNANCE 10 21.00 51.00 72.00 60.0000 6.68331 44.667
SOCIAL 10 38.00 29.00 67.00 58.2000 11.82089 139.733
COMB.SCORE 10 97.00 128.00 225.00 170.8000 27.01358 729.733
\Valid N (listwise) 10

(Source: Computed by author)

On the basis of the above the descriptive statistics tables it can be analysed that ROE and ROA
has high degree of variability whereas the environment, social and governance score showing moderate
level of variability. On the other hand combined score of ESG showing highest degree of variability with
large spread between minimum and maximum values As the descriptive statistics results suggest,
Environment, Social and Governance score in the panel range from 48 to 60 with the highest mean of
Governance score 60 and lowest mean value of Environment score 48 respectively. For the dependent
variables mean and of ROA and ROE is 7.97 and 14.49 respectively. In general the data reveals that
some variables like governance and ROA show moderate variation, others like ROE, social, and
combined scores exhibit more substantial differences across the sample.
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Table 1.2 Pearson Correlation Coefficient:

Correlations
ROA | ROE | ENVIRONMENT | GOVERNANCE | SOCIAL | COMB.SCORE
IFeoi | g 7897 093 095 278
Correlation
ROA — .
Sig. (2-tailed) .008 007 797 795 437
N 10 10 10 10 10 10
N 7 | 402 173 202 203
Correlation
ROE : :
Sig. (2-tailed) | .008 249 632 577 574
N 10 10 10 10 10 10
Cgfrf;‘;‘:m 789" | 402 1 304 211 669"
ENVIRO
NMENT | Sig. (2-tailed) | .007 249 393 558 035
N 10 10 10 10 10 10
Cgfraer;‘t’g L o093 | a3 304 1 032 483
GOVERN
ANCE | Sig. (2-tailed) | .797 632 393 929 157
N 10 10 10 10 10 10
e om 095 | 202 211 032 1 640°
Correlation
SOCIAL | Sig. (2-tailed) | .795 577 558 929 046
N 10 10 10 10 10 10
[P 278 | 203 669" 483 640" 1
Correlation
COMB.S
CORE | Sig. (2-tailed) | .437 574 035 157 046
N 10 10 10 10 10 10
**_Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

(Source: Computed by author)

Interpretation

On the basis of the above table of person correlation coefficient it can be summarised that ROA
and Environment having aStrong positive correlation of 0.789 at a significant level 0.01 level (p =
0.007).Whereas ROA and Governance showing No significant correlation (0.093, p = 0.797) also ROA
and Social having insignificant correlation (0.095, p = 0.795) and ROA and Combined Score showing
Moderate positive correlation (0.278) but not significant in nature (p = 0.437).

On the other handROE and Environment havingModerate positive correlation (0.402), but not
significant (p = 0.249) also ROE and Governance showingNo significant correlation (0.173, p = 0.632),

( 1
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ROE and Social defining no significant correlation (0.202, p = 0.577) and last but not the least ROE
and Combined Score showingNo significant correlation (0.203, p = 0.574).

Overall the results of correlation shows that ROA is strongly and positively linked with Environment
score and having significant correlation (0.789, p < 0.01) whereas the relationship of ROA with other
variables like Social Score, Governance Score and Combined ESG Score is insignificant.

Regression analysis:

Table 1.3 Model Coefficient ROA

Predictor Estimates SE T P
Intercept -12.215 14.696 -.831 444
Environment Scores 765 .189 4.039 .010
Social Scores .109 267 409 .699
Governance Scores 207 .186 1.117 315
Combined ESG Scores -.208 116 -1.795 133
Model Fit Measures
Model R=.888"
R2 =789

The above table 1.3 indicate the impact of Combined Score, Environment Score, Social Score and
Governance Score over ROA. A p-value of 0.061 indicates that the model is not statistically significant at
the 0.05 level, but it is quite close to the threshold. It suggests that there may be some effect, but the
evidence is not strong enough to reject the null hypothesis at the usual 5% significance level. The F-
statistic suggests that the regression model as a whole is somewhat meaningful. However, with a p-value
of 0.061, it doesn't reach the usual threshold for statistical significance (0.05), meaning we can't
conclusively say that the independent variables (COMB.SCORE, GOVERNANCE, ENVIRONMENT,
and SOCIAL) are significantly related to ROA at the 5% level and we might conclude that there is some
evidence of a relationship between the predictors (COMB.SCORE, GOVERNANCE, ENVIRONMENT,
and SOCIAL) and the dependent variable (ROA), but it's not strong enough to definitively claim
significance. At the 10% level, the model would be considered marginally significant.

Table 1.4 Model Coefficient ROE

Predictor Estimates SE T P
Intercept -45.871 65.606 -.699 516
Environment Scores 1.043 .845 1.234 272
Social Scores 741 1.192 622 561
Governance Scores 718 .829 .866 426
Combined ESG Scores -.448 519 -.865 427
Model Fit Measures
Model R= 535"
R2 =286

The above table 1.4 indicate the impact of Combined Score, Environment Score, Social Score and
Governance Score over ROE. This is the p-value for the F-test, which tests whether the overall regression
model is significant. A p-value of 0.739 is much higher than the typical significance level of 0.05,
indicating that the model is not statistically significant. This suggests that the predictors
(COMB.SCORE, GOVERNANCE, ENVIRONMENT, SOCIAL) do not significantly explain variations
in ROE which implies that the null hypothesis accepted and it reveals that the ESG scores as well as it
combined ESG Scores does having a significant impact over ROE. The F-statistic (0.501) also suggests
that the model does not provide a good fit for the data.
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Conclusion

This study has shed the valuable insight on the relationship between ESG (Environmental, Social
and Governance) scores and the financial performance of the Energy and power industry in India. This
study sought to achieve two main goals: First to define the relationship of ESG Scores with ROA and
ROE and second objective is to determine the impact of ESG Score on the financial performance of the
selected companies. Findings of this study indicate that ROA as a financial performance indicator
showing a strong and positive relationship with the Environment scores, moderate but insignificant
relationship with other independent variables .On the other hand ROE does not showing significant
relationship with any of the selected independent variables. However findings of the regression analysis
provided that there is quite close relationship of ROA but not significant with (COMB.SCORE,
GOVERNANCE, ENVIRONMENT, and SOCIAL also ROE showing insignificant relationship with
Independent variables. Overall it is to be suggested that investors should look beyond ROA and ROE in
term of assessing the company financial health or recommended exploring additional variables or some
other performance indicators such as market conditions, stock prices etc.Also it is to be recommended to
have better investor awareness in terms of educating them about the non-financial benefit of ESG
Performance as it could lead to sustained growth and risk management benefits in future.Additionaly
regulatory compliances, stock prices ,governance policies and investor preferences may provide deeper
insight in shaping the relationship of ESG and Financial performance.
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Abstract

Financial disclosure plays a critical role in ensuring transparency, accountability, and effective
corporate governance. In India, while the importance of financial disclosure has been recognized, the
current practices face several challenges, including inconsistencies in reporting, inadequate regulatory
enforcement, and limited technological adoption. This paper explores the evolution of financial
disclosure practices in India, examines their impact on corporate governance, and highlights both the
challenges and opportunities that arise in the process. The study emphasizes the need for regulatory
improvements, simplification of reporting standards, and the adoption of technology to enhance
transparency. It also discusses the increasing importance of voluntary disclosures, stakeholder
engagement, and the integration of sustainability factors into financial reporting. By addressing these
areas, Indian companies can improve the quality and timeliness of their disclosures, attract global
investments, and strengthen their corporate reputation. The findings suggest that enhanced financial
transparency will contribute to a more robust, ethical, and competitive corporate environment in India.

Keywords: Financial Disclosure, Corporate Governance, Financial Reporting, Voluntary Disclosures,
Financial Transparency

Introduction

Financial disclosure refers to the process by which companies communicate financial information
to their stakeholders, including investors, regulators, creditors, and the general public. This practice is
fundamental to corporate transparency and accountability, serving as a cornerstone of trust in the
business environment. At its core, financial disclosure encompasses a company’s financial statements,
such as balance sheets, income statements, and cash flow statements, along with explanatory notes,
management discussions, and other relevant data. By providing a clear picture of a company’s financial
health and operational performance, disclosures enable stakeholders to make informed decisions and
foster confidence in the corporate sector.

In the context of modern business, financial disclosure is no longer limited to basic reporting. It
has evolved into a dynamic practice that integrates both mandatory and voluntary elements. Mandatory
disclosures are governed by regulatory frameworks such as the Companies Act, SEBI regulations, and
applicable accounting standards like Ind AS or IFRS. These requirements ensure uniformity and
comparability across industries, which is critical for maintaining a level playing field in the market.
Voluntary disclosures, on the other hand, go beyond regulatory mandates and often reflect a company’s
commitment to transparency. Such disclosures may include detailed insights into future strategies, risk
management frameworks, and sustainability initiatives. The importance of financial disclosure lies in its
ability to bridge the information gap between a company’s management and its stakeholders. Without
transparent reporting, stakeholders are left to speculate about a company’s financial standing, which can
lead to mistrust and misinformed decision-making. Accurate and timely disclosures, on the other hand,
enhance credibility and allow investors to assess the company’s profitability, solvency, and long-term
viability. For regulators, these disclosures are essential for monitoring compliance with laws and
ensuring that businesses operate ethically and efficiently.
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Financial disclosure also plays a pivotal role in corporate governance. It ensures that directors,
executives, and other decision-makers are held accountable for their actions. By providing a transparent
view of a company’s financial and operational status, disclosures help mitigate risks of fraud,
mismanagement, and financial irregularities. Furthermore, in a globalized economy where companies
often compete across borders, robust financial reporting is crucial for aligning with international
standards and attracting foreign investments. However, the concept of financial disclosure is not without
challenges. Companies often face difficulties in balancing the need for transparency with the protection
of sensitive information. Striking this balance is particularly challenging in competitive industries where
disclosing too much could compromise a company’s strategic position. Despite these challenges, the
growing emphasis on corporate social responsibility and sustainability has further broadened the scope of
financial disclosure, making it an indispensable element of modern business practices.

Types of Financial Disclosures: Mandatory vs. Voluntary

Financial disclosures can be broadly categorized into mandatory and voluntary disclosures,
each serving distinct but complementary purposes in fostering transparency and accountability within
organizations. These two types of disclosures differ in their regulatory requirements, scope, and
motivations, but both are essential for effective corporate governance and stakeholder trust.

Mandatory Financial Disclosures

e Mandatory financial disclosures are those that companies are legally required to provide in
compliance with regulatory frameworks and accounting standards. These disclosures are designed
to ensure uniformity, comparability, and transparency across businesses and industries. In India,
such requirements are governed by the Companies Act, SEBI (Listing Obligations and Disclosure
Requirements) Regulations, and the Indian Accounting Standards (Ind AS), among other
frameworks.

e Examples of mandatory disclosures include financial statements such as balance sheets, income
statements, and cash flow statements, along with explanatory notes. Other requirements may
include management discussion and analysis (MD&A), corporate governance reports, and
disclosure of related party transactions. These disclosures provide critical insights into a
company’s financial health, operational performance, and risk management practices.

e The primary purpose of mandatory disclosures is to protect the interests of stakeholders,
particularly investors and creditors, by ensuring that companies provide accurate, timely, and
standardized information. Non-compliance with these requirements can result in legal penalties,
reputational damage, and a loss of stakeholder confidence.

Voluntary Financial Disclosures

e Voluntary disclosures, on the other hand, are not legally mandated but are provided at the
discretion of the company. These disclosures reflect a company’s proactive approach to
transparency and its commitment to fostering trust and goodwill among stakeholders. Voluntary
disclosures often go beyond the statutory requirements to provide a more comprehensive view of
the company’s operations, strategies, and future outlook.

e Common examples of voluntary disclosures include detailed risk assessments, forward-looking
statements, sustainability and corporate social responsibility (CSR) reports, and disclosures
related to Environmental, Social, and Governance (ESG) factors. Companies may also voluntarily
share information on their market strategies, innovation initiatives, and community impact.

e The motivation for voluntary disclosures often stems from a desire to enhance a company’s
reputation, attract investors, and strengthen relationships with stakeholders. In a competitive
business environment, voluntary disclosures can differentiate a company by showcasing its
commitment to transparency, ethical practices, and long-term sustainability.
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The Interplay between Mandatory and Voluntary Disclosures

While mandatory disclosures establish a baseline for transparency, voluntary disclosures provide
an opportunity for companies to go beyond compliance and build a narrative of trust and accountability.
Together, they offer stakeholders a holistic view of a company’s financial and operational standing.For
instance, a company that complies with mandatory disclosure requirements will meet regulatory
standards, but one that supplements this with voluntary ESG reporting may attract socially conscious
investors and enhance its global competitiveness. Conversely, reliance solely on voluntary disclosures
without fulfilling mandatory requirements can lead to skepticism and erode stakeholder confidence.

Literature Review

Al-Shammari (2020) conducted an empirical study examining the relationship between corporate
governance mechanisms and the extent of voluntary financial disclosure among firms listed on the
Kuwait Stock Exchange. The research focused on variables such as board composition, ownership
structure, and audit committee characteristics. The findings revealed that firms with a higher proportion
of independent directors and a more active audit committee were associated with increased levels of
voluntary disclosure. Additionally, the presence of institutional investors as significant shareholders
positively influenced disclosure practices. The study concluded that robust corporate governance
frameworks enhance transparency by promoting more comprehensive financial disclosures.

Garcia-Sanchez et al. (2020) explored the impact of board diversity on financial disclosure
quality in European multinational corporations. The study analyzed data from companies across various
industries, focusing on gender diversity, educational background, and international experience of board
members. The results indicated that boards with greater diversity, particularly in terms of gender and
international experience, were linked to higher quality financial disclosures. The authors concluded that
diverse boards bring a wide range of perspectives and expertise, leading to more thorough and
transparent reporting practices.

Habbash (2021) investigated the effect of corporate governance characteristics on the timeliness
of financial reporting among Saudi Arabian listed companies. The study examined factors such as board
size, CEO duality, and the frequency of board meetings. The findings suggested that smaller board sizes
and the separation of the CEO and chairperson roles were associated with more timely financial
disclosures. Frequent board meetings also contributed to reducing reporting delays. The study concluded
that effective corporate governance structures play a crucial role in ensuring the promptness of financial
information dissemination.

Khlif and Samaha (2021) conducted a meta-analysis to assess the relationship between audit
committee characteristics and voluntary financial disclosure in emerging markets. The analysis
encompassed multiple studies, focusing on audit committee independence, expertise, and meeting
frequency. The results demonstrated a positive association between audit committee independence and
expertise with the extent of voluntary disclosure. However, the frequency of audit committee meetings
showed a weaker correlation. The authors concluded that strengthening audit committee structures is
vital for enhancing voluntary disclosure practices in emerging economies.

Li and Qi (2022) examined the influence of state ownership on corporate governance and
financial disclosure practices in Chinese publicly listed companies. The study analyzed the role of
government ownership in shaping board composition and its subsequent effect on disclosure quality. The
findings revealed that higher state ownership often led to less independent boards, which negatively
impacted the quality of financial disclosures. The study concluded that reducing state ownership and
increasing board independence are essential steps toward improving transparency in financial reporting
within China's corporate sector.
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Ntim et al. (2022) explored the relationship between corporate governance and environmental
disclosure practices in South African firms. The research focused on board characteristics, including
independence, diversity, and the presence of sustainability committees. The findings indicated that firms
with a higher proportion of independent and diverse board members, as well as dedicated sustainability
committees, were more likely to provide comprehensive environmental disclosures. The study concluded
that effective corporate governance not only enhances financial transparency but also promotes broader
accountability through environmental reporting.

Ofoegbu and Odoemelam (2023) investigated the determinants of internet financial reporting
among Nigerian listed companies, with a focus on corporate governance attributes. The study assessed
factors such as board independence, audit committee effectiveness, and managerial ownership. The
results showed that firms with more independent boards and effective audit committees were more
inclined to engage in internet financial reporting. Managerial ownership, however, had a negative
association with online disclosure practices. The study concluded that strengthening corporate
governance mechanisms is crucial for enhancing transparency through digital financial disclosures.

Yasser and Al Mamun (2023) analysed the impact of corporate governance reforms on financial
disclosure quality in Pakistani listed companies. The study evaluated the effectiveness of regulatory
changes aimed at improving board structures, audit practices, and shareholder rights. The findings
indicated that post-reform, there was a significant improvement in the quality and comprehensiveness of
financial disclosures. The study concluded that regulatory interventions in corporate governance can lead
to substantial enhancements in transparency and accountability within emerging markets.

Importance of Financial Disclosure for Stakeholders

Financial disclosure is a critical component of corporate transparency, serving as a vital tool for
stakeholders to understand a company’s financial health, operational efficiency, and long-term viability.
By offering a detailed view of financial performance and risks, it empowers various stakeholders—
investors, regulators, and the general public—to make informed decisions and hold businesses
accountable.

Importance for Investors

e For investors, financial disclosure is indispensable as it provides the data necessary to evaluate a
company’s profitability, stability, and growth potential. Financial statements such as balance
sheets, income statements, and cash flow reports offer insights into a company’s earnings,
expenses, assets, and liabilities. This information helps investors assess the risk-return profile of
their investments and make decisions aligned with their financial goals.

e Transparent disclosures also play a key role in fostering investor confidence. When companies
openly share their financial information, they signal accountability and reliability, which
enhances their credibility in the eyes of current and prospective investors. Conversely, inadequate
or misleading disclosures can erode trust and lead to reduced investor interest or capital flight.

e Furthermore, financial disclosures enable investors to compare performance across companies
and industries, facilitating more effective portfolio diversification. For institutional investors such
as mutual funds or pension funds, accurate disclosures are essential for complying with fiduciary
responsibilities and ensuring that investments align with risk tolerance and performance
expectations.

Importance for Regulators
e For regulators, financial disclosures are crucial in maintaining market integrity and stability.
Regulators such as the Securities and Exchange Board of India (SEBI) rely on disclosures to
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monitor compliance with laws, accounting standards, and corporate governance practices. These
disclosures help detect potential violations, fraud, or financial mismanagement, thereby
safeguarding the interests of investors and the broader financial system.

¢ Financial disclosures also provide regulators with data to assess systemic risks in the economy.
For example, disclosures on debt levels, non-performing assets, or contingent liabilities allow
regulators to identify vulnerabilities that could impact financial markets or lead to economic
crises.

e Additionally, robust disclosure practices enhance the global competitiveness of the regulatory
framework. When companies adhere to international accounting standards and provide high-
quality disclosures, it helps align India’s financial markets with global best practices, attracting
foreign investments and bolstering economic growth.

Importance for the Public

e For the general public, financial disclosures contribute to economic awareness and accountability.
Transparent reporting allows individuals to understand the role companies play in the economy
and their impact on societal well-being. Public stakeholders, including consumers, employees,
and community members, can use disclosures to assess a company’s ethical and sustainable
practices, ensuring alignment with their personal values.

e In the era of Environmental, Social, and Governance (ESG) considerations, financial disclosures
are increasingly linked to a company’s societal impact. Voluntary disclosures related to corporate
social responsibility or sustainability initiatives provide the public with insights into how
companies address issues like environmental protection, labour practices, and community
development.

e For employees, financial disclosures can offer reassurance about job security and the company’s
long-term prospects. Similarly, for local communities, disclosures related to environmental risks
or community development initiatives can highlight the company’s commitment to responsible
practices.

Evolution of Financial Disclosure Practices in India

The evolution of financial disclosure practices in India reflects the country’s economic
transformation, regulatory reforms, and the growing demand for corporate transparency. From a basic
system of reporting to a sophisticated framework governed by international standards, financial
disclosures in India have undergone significant changes to align with the needs of a dynamic and
globalized economy.

Early Years: Post-Independence Era

In the years following India’s independence in 1947, financial disclosure practices were minimal
and largely driven by the Companies Act of 1956. This legislation required companies to prepare and
present basic financial statements, including profit and loss accounts and balance sheets, to shareholders
and regulatory authorities. However, the focus was primarily on meeting statutory requirements rather
than promoting transparency. At this stage, the lack of standardized accounting norms and weak
enforcement mechanisms limited the scope and reliability of disclosures. Companies often had
significant discretion in how they reported financial data, resulting in inconsistencies and limited
comparability across industries.

Liberalization and the Shift Towards Transparency

The economic liberalization of 1991 marked a turning point for financial disclosure practices in
India. As the country opened its economy to foreign investments and privatization, there was a growing
need for greater transparency to attract international investors. The introduction of the Securities and
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Exchange Board of India (SEBI) in 1992 added a regulatory authority dedicated to overseeing corporate
disclosures and ensuring compliance with global norms. SEBI introduced mandatory disclosure
requirements for publicly listed companies, such as quarterly financial reporting, corporate governance
reports, and disclosures of material events. These reforms were instrumental in increasing accountability
and reducing information asymmetry between companies and stakeholders.

Adoption of Accounting Standards

In the late 1990s and early 2000s, India began adopting accounting standards issued by the
Institute of Chartered Accountants of India (ICAI). These standards, known as Indian Generally
Accepted Accounting Principles (Indian GAAP), brought a level of uniformity to financial reporting. The
Companies (Amendment) Act, 2000, further enhanced the framework by introducing provisions for more
detailed disclosures, particularly regarding directors’ responsibilities, related party transactions, and
corporate governance practices.

Globalization and the Move Towards IFRS

With the globalization of financial markets, India recognized the need to align its disclosure
practices with international standards. This led to the phased adoption of Indian Accounting Standards
(Ind AS), which are converged with the International Financial Reporting Standards (IFRS).
Implemented for large companies from 2016, Ind AS introduced more comprehensive and transparent
reporting practices, particularly in areas such as fair value measurement, revenue recognition, and
financial instruments. Ind AS not only improved the quality and comparability of financial statements but
also enhanced India’s global standing as an investment destination. This transition marked a significant
milestone in India’s journey towards adopting best practices in financial reporting.

Technological Advancements and Real-Time Disclosures

The digital revolution has had a profound impact on financial disclosure practices in India. With
the advent of online platforms and regulatory requirements like XBRL (eXtensible Business Reporting
Language) filing, companies are now able to report financial data in a standardized and machine-readable
format. This has improved the accessibility and analysis of financial information for stakeholders. The
rise of real-time and event-based disclosures, as mandated by SEBI’s Listing Obligations and Disclosure
Requirements (LODR) Regulations, has further enhanced transparency. Companies are now required to
disclose material events and price-sensitive information promptly, ensuring that stakeholders have up-to-
date knowledge of corporate developments.

ESG and Sustainability Reporting

In recent years, the focus of financial disclosures has expanded beyond traditional financial
metrics to include Environmental, Social, and Governance (ESG) factors. SEBI’s mandate for the top
1,000 listed companies to publish Business Responsibility and Sustainability Reports (BRSR) is a
testament to this shift. ESG disclosures highlight a company’s impact on society and the environment,
addressing the growing demand for sustainable and responsible business practices.

Post-Pandemic and the Road Ahead

The COVID-19 pandemic underscored the importance of transparent financial disclosures in
maintaining stakeholder confidence during crises. Companies were required to disclose the pandemic’s
impact on their operations, liquidity, and risk management strategies, setting a precedent for future event-
based disclosures. Looking ahead, India’s financial disclosure practices are expected to continue
evolving with advancements in technology, the increasing integration of ESG factors, and the
globalization of financial markets. The push for more detailed and real-time disclosures, combined with
stricter regulatory oversight, will further strengthen the framework, ensuring that India remains a
competitive and trustworthy destination for investors.
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Financial Disclosure and Corporate Governance

Financial disclosure and corporate governance are intrinsically linked, forming the cornerstone of
trust and accountability in the corporate world. While financial disclosure refers to the practice of
providing accurate and timely information about a company’s financial health and performance,
corporate governance encompasses the framework of rules, practices, and processes by which a company
is directed and controlled. Together, they ensure transparency, protect stakeholder interests, and promote
sustainable business practices.

The Role of Financial Disclosure in Corporate Governance

Financial disclosure is a critical component of effective corporate governance, enabling
stakeholders to evaluate a company’s financial and operational integrity. Transparent financial reporting
fosters accountability, as it ensures that directors, executives, and management act in the best interests of
shareholders and other stakeholders. Disclosures provide insight into a company’s financial condition,
including profitability, liquidity, and solvency, as well as its adherence to statutory requirements and
ethical standards. For boards of directors, this information is essential for making informed decisions and
evaluating the performance of senior management. For shareholders and investors, financial disclosures
help assess the risks and returns associated with their investments.
Moreover, financial transparency reduces the likelihood of fraud, mismanagement, and insider trading,
thereby safeguarding the integrity of the market. It also strengthens the company’s reputation and
enhances stakeholder trust, which are critical for long-term success.

Mandatory Financial Disclosures and Corporate Governance

Mandatory financial disclosures, regulated by laws such as the Companies Act, 2013, and
overseen by entities like the Securities and Exchange Board of India (SEBI), form the backbone of
corporate governance in India. These disclosures include financial statements, auditor’s reports,
corporate governance reports, and details of related party transactions. The Listing Obligations and
Disclosure Requirements (LODR) Regulations introduced by SEBI emphasize timely and accurate
reporting of material events, ensuring that stakeholders have access to crucial information. For example,
disclosures regarding board meetings, changes in management, and significant financial transactions
provide transparency into corporate decision-making processes. The introduction of Indian Accounting
Standards (Ind AS), aligned with International Financial Reporting Standards (IFRS), has further
enhanced the comparability and reliability of financial information, promoting better governance
practices.

Voluntary Financial Disclosures and Governance

While mandatory disclosures set the minimum standard, voluntary disclosures often reflect a
company’s commitment to higher governance standards. Many companies go beyond statutory
requirements by providing additional information on sustainability practices, corporate social
responsibility (CSR), risk management, and forward-looking statements. Such proactive transparency
demonstrates a company’s dedication to ethical conduct and sustainable growth. It also enhances investor
confidence and broadens access to global capital markets. Companies that prioritize voluntary
disclosures often enjoy a competitive edge, as they are perceived as more trustworthy and resilient.

Benefits of Financial Disclosure for Corporate Governance
e Improved Accountability: Comprehensive financial disclosures hold executives and boards
accountable for their decisions, ensuring alignment with stakeholder interests.
e Enhanced Decision-Making: Transparent reporting provides accurate data for stakeholders to
make informed investment, regulatory, and operational decisions.
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e Reduced Risk of Misconduct: Financial transparency minimizes opportunities for fraud,
corruption, and financial mismanagement.

e Stakeholder Confidence: Disclosures build trust among investors, creditors, and the public,
strengthening the company’s reputation.

¢ Global Alignment: Adherence to international disclosure standards boosts a company’s
credibility in global markets, attracting foreign investments.

Challenges in Financial Disclosure and Governance

Despite the benefits, there are challenges in achieving optimal financial disclosure practices.
Companies may face difficulties in balancing transparency with the confidentiality of proprietary
information. Compliance costs, especially for small and medium enterprises (SMEs), can also be a
concern. Instances of corporate scandals, such as the Satyam case, highlight the risks associated with
inadequate or misleading disclosures. Such incidents underscore the need for stricter enforcement of
regulations, better audit mechanisms, and a culture of ethical governance.

Challenges in Financial Disclosure Practices in India

Financial disclosure is a vital aspect of corporate governance and transparency, enabling
stakeholders to make informed decisions and maintain trust in businesses. However, financial disclosure
practices in India face numerous challenges that hinder their effectiveness and reliability. These
challenges arise from regulatory shortcomings, technological limitations, and corporate culture, among
other factors.

Lack of Standardization Across Sectors

Despite the adoption of Indian Accounting Standards (Ind AS) aligned with International
Financial Reporting Standards (IFRS), significant variations exist in disclosure practices across
industries. Companies interpret and implement disclosure requirements differently, leading to
inconsistencies in financial reporting. This lack of standardization makes it challenging for stakeholders
to compare the performance and financial health of companies operating in the same sector.

Compliance Costs for Smaller Firms

While large corporations often have the resources to comply with rigorous disclosure
requirements, small and medium enterprises (SMEs) struggle with the financial and administrative
burden of compliance. Preparing detailed financial reports, adhering to complex regulations, and
engaging professional auditors can be costly for smaller firms, leading to either partial compliance or
avoidance of disclosures altogether.

Quality and Timeliness of Disclosures

In some cases, companies provide disclosures that are incomplete, outdated, or of poor quality.
The emphasis on meeting statutory deadlines often results in hurried reporting, which may overlook
crucial details or fail to provide an accurate representation of a company's financial health. This
undermines the very purpose of financial disclosures, which is to foster transparency and trust.

Weak Enforcement of Regulations

Although India has robust regulatory frameworks, such as the Companies Act, 2013, and SEBI’s
Listing Obligations and Disclosure Requirements (LODR) Regulations, enforcement remains a
challenge. Regulatory authorities often lack the resources to monitor and penalize non-compliance
effectively. High-profile corporate scandals, such as the Satyam fraud, have exposed gaps in regulatory
oversight and emphasized the need for stricter enforcement mechanisms.
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Complexity of Disclosure Requirements

The increasing complexity of financial reporting standards poses challenges for companies and
auditors. For instance, the transition to Ind AS introduced sophisticated concepts like fair value
accounting and financial instruments, which require advanced knowledge and expertise. Many
companies, particularly those in traditional sectors, find it difficult to interpret and implement these
standards effectively.

Limited Technological Integration

While technological advancements such as XBRL (eXtensible Business Reporting Language)
filing have been introduced to improve reporting efficiency, many companies in India are yet to fully
integrate technology into their disclosure processes. Manual preparation and filing of financial statements
increase the risk of errors, delays, and inaccuracies.

Balancing Transparency with Confidentiality

Companies often face a dilemma in balancing transparency with the need to protect proprietary
information. Disclosing sensitive financial details, such as competitive strategies, pricing models, or
contractual terms, could potentially harm a company’s market position. This leads to cautious or
selective disclosure practices that may fail to provide a complete picture to stakeholders.

Resistance to Voluntary Disclosures

While mandatory disclosures are regulated, voluntary disclosures remain underdeveloped in
India. Many companies are reluctant to provide additional information beyond statutory requirements,
fearing increased scrutiny or exposure of internal weaknesses. This resistance limits the scope of
transparency and inhibits stakeholder confidence.

Cultural and Ethical Challenges

Corporate culture and ethical standards significantly influence disclosure practices. In some
organizations, there is a lack of commitment to transparency, driven by a focus on short-term gains rather
than long-term accountability. This cultural challenge is compounded by the prevalence of insider
trading, corruption, and fraudulent reporting in certain segments of the corporate world.

Evolving Regulatory Landscape

The regulatory environment in India is dynamic, with frequent amendments and updates to
disclosure norms. While these changes aim to improve transparency, they also create challenges for
companies in keeping up with new requirements. Frequent changes necessitate continuous investment in
training, systems, and processes, which can be burdensome, especially for smaller organizations.

Opportunities for Enhanced Transparency

Enhanced transparency in financial disclosure presents numerous opportunities for businesses,
stakeholders, and the economy as a whole. It serves as a catalyst for trust, efficiency, and accountability,
helping companies achieve sustainable growth while fostering a robust and resilient economic
environment. The following opportunities highlight the potential benefits of embracing enhanced
transparency:

Building Investor Confidence

Transparent financial disclosures enable investors to make informed decisions by providing
accurate insights into a company’s financial health, risks, and future prospects. Enhanced transparency
reduces uncertainty, making companies more attractive to both domestic and international investors. This
can lead to better access to capital and lower financing costs.
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Strengthening Corporate Governance

Comprehensive financial disclosures play a pivotal role in improving corporate governance
practices. Transparent reporting ensures that boards of directors and management are held accountable
for their actions, aligning their goals with stakeholder interests. This creates an ethical and responsible
organizational culture, reducing the risk of fraud and mismanagement.

Gaining Competitive Advantage

Companies that prioritize transparency can differentiate themselves in the market. Transparent
practices build a reputation for integrity and reliability, which appeals to investors, customers, and
business partners. This competitive edge can translate into increased market share and stronger brand
loyalty.

Facilitating Global Integration

With globalization, businesses are increasingly seeking cross-border investments and
partnerships. Transparent financial disclosures, particularly those aligned with international standards
like IFRS, improve a company’s credibility in global markets. This opens doors to foreign investments,
international collaborations, and access to global capital markets.

Supporting Regulatory Compliance

Enhanced transparency helps companies comply with evolving regulatory requirements, reducing
the risk of penalties and legal complications. Proactive disclosure practices can also improve
relationships with regulators, leading to smoother operations and faster approvals for business initiatives.

Improving Decision-Making

Transparent disclosures provide management with a clear and accurate view of the company’s
financial performance and risks. This helps in better strategic planning, resource allocation, and decision-
making. It also aids stakeholders, such as lenders and suppliers, in assessing creditworthiness and
financial stability.

Promoting Ethical Business Practices

Transparency fosters a culture of honesty and accountability, discouraging unethical practices
such as insider trading, financial manipulation, or corruption. This contributes to a healthier business
ecosystem, improving the overall perception of the corporate sector.

Enhancing Stakeholder Relationships

Clear and timely disclosures build trust among all stakeholders, including employees, customers,
creditors, and the community. Transparent communication demonstrates a company’s commitment to
ethical practices and long-term sustainability, strengthening stakeholder loyalty and engagement.

Leveraging Technology for Better Reporting

Technological advancements, such as blockchain, artificial intelligence (AI), and XBRL
(eXtensible Business Reporting Language), offer opportunities to enhance transparency in financial
reporting. These technologies can improve accuracy, reduce reporting delays, and provide real-time
access to financial data, increasing stakeholder confidence.

Encouraging Innovation and Long-Term Growth

Transparency attracts investors who are willing to support innovative projects and long-term
growth strategies. By demonstrating accountability and sound financial health, companies can secure
funding for research, development, and expansion initiatives, driving sustained success.
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Fostering Economic Stability

At the macro level, enhanced transparency across the corporate sector contributes to economic
stability and growth. Transparent practices reduce systemic risks, increase market efficiency, and
improve the credibility of financial markets, creating a more resilient economy.

Conclusion

Financial disclosure is a cornerstone of effective corporate governance and plays a crucial role in
maintaining transparency, accountability, and trust between companies and their stakeholders. In India,
while significant strides have been made in improving disclosure practices, challenges such as
inconsistency in reporting, lack of regulatory enforcement, and limited technological integration still
exist. However, these challenges also present opportunities for growth, innovation, and enhancement of
financial reporting practices. By adopting more rigorous regulatory oversight, simplifying reporting
standards, leveraging technology, and fostering a culture of transparency, Indian companies can improve
the quality and reliability of their financial disclosures. These efforts will not only benefit investors,
regulators, and the public but will also enable businesses to gain a competitive edge, attract investment,
and foster long-term growth.

The integration of environmental, social, and governance (ESG) factors into financial disclosures
is another emerging trend that offers opportunities for Indian companies to demonstrate their
commitment to sustainable practices and build stronger relationships with stakeholders. As financial
transparency becomes an increasingly important aspect of corporate operations, businesses that embrace
enhanced disclosure practices will be better equipped to thrive in a dynamic and interconnected global
economy. Ultimately, improving financial disclosure in India will contribute to a more resilient and
trustworthy corporate ecosystem, ensuring that companies remain accountable, ethical, and responsive to
the needs of all stakeholders. Through concerted efforts, India can move towards a future where financial
transparency is not just a regulatory requirement but a competitive advantage that drives sustainable
success.
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Abstract

In recent years, financial frauds have surged, significantly impacting the general public. Auditors
are often blamed for these fraudulent activities, with critics arguing that inadequate audit quality and
investigation contribute to the problem. However, according to ICAIStandards on Auditing, the
primary objective of an audit is to express an opinion on the truth and fairness of financial statements,
thus in this case the responsibility for fraud detection and prevention primarily lies with internal
auditors. This study examines the effectiveness of the education system in producing competent
auditors. Data was collected from 136 undergraduate and postgraduate commerce students to assess
their preparedness for auditing roles. The findings highlight the need for colleges and universities to
revise their curricula by incorporating practical audit training sessions. Enhancing hands-on learning
experiences will equip students with the necessary skills and exposure to meet industry demands
effectively.

Keywords: Fraud, Audit, Students, Education

Introduction:

Financial fraud has for long been categorized as a menace that led to the collapse of many
reputable institutions in the world. For instance, the high-profile fraud cases such as Enron,
BernieMadoffscandals, WorldCom, Lehman Brothers, Tyco International Ltd, and Adelphia
Communications Corporation in the USA, Parmalat crisis in Italy and HIH Insurance Ltd in Australia.
These cases revealed wide fraud and failures that caused a loss of huge amount of investments by
investors (Jones, 2011; Kennedy,2012). An effective audit play scriticalroles of investor protection
(Newman, Patterson, and Smith,2005). Auditing increases value added by provision professional
assurance on an accuracy and reliability of financial information (Watt and Zimmerman, 1983), and
stakeholders can rely on audited financial statements and utilizes them in business decision making.
(Hopwood, Mckeown and Mutchler, 1989).

Once a “King of Good times” Vijay Mallya in the year 2016, is accused of fraud and money
launderingand was allegedtoowetodifferentbanksoverRs.9000/-crores.Beita‘Coalgate Scam’ of Rs.1.86
lakh crores in 2012 or 2G Spectrum Scam of Rs.1.76 lakh crores in 2008 that has been declared as
“unconstitutional and arbitrary” by the Supreme Court.Diamondsarea manorwoman’sbest friend,but
diamontaires likeNirav Modi are not.Oneofthemost controversial scams worth Rs. 11,400Crores,
thisfraud reportedly took place through Punjab National bank’s Brady house branch, Mumbai. In 2018,
PNB filed a complaint with the CBI accusing Nirav Modi and his nearby and two bank officials, of
committing the offence of cheating and wrongful loss (by obtaining Letters of Undertaking (LoUs)
from PNB  without payingupthemargin = amountagainstloansi.e.ifthosecompanies  failedto
paytheloan,PNB would have had to pay the amount).

AccordingtotheRBIAnnual reportreleasedon 25thAugust, 2020;

The total Cases of Frauds (involving Rs. 1 Lacs and above) reported by banks and Financial
Institutions increased by 28% by volume and 159% by value during 2019-20. Majority of frauds are in
loan portfolios of banks where the public sector banks accounted for 80% of these frauds. RBI stated in
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its report that due to Weak implementation of Early Warning Signals (EWS) by banks, non-detection
of EWS during internal audits, non-cooperation of borrowers during forensic audits, inconclusive audit
reports and lack of decision making in Joint lenders’ meeting account for delay in detection of frauds.
The average lag in detectionof fraud remains long.

In most of the above cases, regulators, stakeholders and society believes auditors to be
responsible for preventing and detecting fraud, however as per Standards of Auditing and general scope
of auditors, their responsibility is to provide an opinion on fairness of financial statementofcompanyor
entity. Thus,auditorsarenotdirectlyresponsiblefordetectingevery kindsoffraud
inacompanyorentity. Butonotherhand,nowadays, aconceptofprofessional skepticism is also gaining pace
and expecting auditors to keep a sceptical behaviour while conducting audit. Considering the
limitations of external auditors, the concept of Internal Auditor (may or may not be a CA/CWA as per
Companies Act, 2013) came into picture. Institute of Chartered Accountants of India (hereafter ICAI)
educates, conducts workshops, seminars, trainings for external auditors but then the question arises for
the Internal auditors’ knowledge,experienceandefficiency? Whether,theyarewell-
equippedtopreventanddetect frauds or error? Are our education system is imparting the much needed
knowledge, skills or techniques to its accounting students to prevent or detect frauds or error at primary
or advanced level.

ResearchObjective
This study aims to evaluate the effectiveness of university-level teaching in the field of commerce
in equipping graduate and postgraduate students with the necessary auditing knowledge and skills.

LiteratureReview
This section deals with past studies that help in preparing the objective of current study.The
extract is reproduced hereinafter.

This was necessitated by the continued prevalence of fraud cases in government and private
offices despite established mechanism for fraud detection and deterrence. The study used random
sampling procedure to select 90 CFEs out of 150 CFEs who were ready to participate in this research.
The study is anchored on social learning theory and self control theory. The study findings revealed
that CFEs had an optimistic and positive perception that the CFEs believed that the indicators of
lifestyle and behaviour change can be used successfully for fraud identification in all the industries and
occupations explored in the study. The study concluded that there is a need for further study on
emerging trends of behavioural and lifestyle changes related to fraud commission. It also recommended
that CFEs be proactive in monitoring and surveillance of suspect employees for tips on fraud”. (Dennis
M. Gichobi, 2014)

One of the studies was focused on the relationship between classroom audits, student feedbacks
and students’ throughput. This study used a mixed method for data collection. This research positions
itself into two paradigms between the adherents’ quantitative approach ‘QUAN’ and qualitative
approach ‘QUAL’. The population for lecturers who were teaching AAT at Botho University during
the time of the research was 23. A quantitative content analysis was followed with a focus group. The
researcher used a convenient sampling to select 12 lecturers to participate in the focus group. Face-to-
face interviews were conducted on 6 lecturers who were conveniently selected from the 12 participants
who were part of the focus group. There were comparisons between quantitative content analysis, focus
group and face- to- face interviews in order to determine the truth from the participants. The results of
this study revealed that there was no relationship between the classroom audits, student feedback and
students throughput. Additional instruments methods were recommended to evaluate lecturers’
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performance. The findings from this research may assist Botho University and other universities world-
wide. (Machera,2017)

One of the study on what the Standard Setters and external auditors are doing for financial
reporting frauds where in response to these concerns, auditing standards setters have issued fraud
standards that have expanded what is required of the external auditors in relation to fraud detection.
However, regardless oftheseefforts, academicresearch studies indicate that more efforts are still needed
from audit regulators and external auditors. The current paper provides insights into two areas. Firstly,
it explores the reasons behind the audit expectation gap, and secondly, it assesses the efforts of
standards’ setters and external auditors tonarrow the gap in relation to fraud detection. The paper
provides a set of recommendationsto regulators and external auditors in an effort to fight fraud.
(RashaKassem,2012)

Another study was focused on the certification of professionals who were dedicated to preventing
and detecting fraud. The work that CFEs perform, their training, and their been documented. This paper
provides survey results from 725 CFEs regarding theirtraining, job experiences, and curriculum
recommendations. In particular, we provide data on why professionals become CFEs and describe the
typical educational background and employment history of CFEs. We also document CFEs’
recommended career path and the types of frauds CFEs work on including both the number and
magnitude of the frauds. Finally, we document the skills and knowledge that CFEs believe are most
important for preventing and detecting fraud and which skills and knowledge bases CFEs believe are
deficient among financial statement auditors.(RaymanD.Meservy, 2006)

ResearchMethodology

ResearchDesign
This study employs a quantitative research approach to examine the effectiveness of the
education system in preparing competent auditors capable of preventing and detecting financial frauds.
A survey-based research design was adopted to gather data from students at the graduate and
postgraduate levels in the field of commerce.

PopulationandSample
The target population for this study consists of commerce students pursuing graduate and
postgraduate degrees. A sample of 136 students was selected through convenience sampling, as
participants were approached via online platforms such as WhatsApp and email.

DataCollection Method
A structured questionnaire was used as the primary tool for data collection. The questionnaire
was designed to align with the study’s objectives and was systematically divided into two sections:

Partl:Generallnformation

including:

e Name

o Age

e Gender

e EducationalProgram(Graduate/Postgraduate)
e Experience(if any)
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Part2: Auditing Knowledge and Skills
The education system’s effectiveness, and their preparedness to detect and prevent financial
frauds.
The questionnaire was disseminated via WhatsApp and email, ensuring a broad reach andeasy
accessibility for participants.

Variablesofthe Study
Using the following variables:
e DependentVariable:
e Auditing skills and effectiveness in detecting and preventing financial frauds among
students.
e IndependentVariables:
e Syllabuscontent
e Educationpattern(teachingmethodologies,curriculumdesign,andpractical exposure)

Data Analysis
The collected data was analyzed using statistical methods to determine the effectiveness of the
education system in developing students' auditing skills. Descriptive analysis was used to summarize
demographic information, while inferential statistics (such as correlation) were employed to examine
the impact of education patterns on students' auditing competencies.

ResultsandDiscussion
Total of 136 responses were received. Respondents consisted of 80 boys and 56 girls
respondents. 90 respondents are from Bachelor course and 46 respondents are from Master Degree.

Year\Level Under-graduate Post-Graduate
First Year 30 20
Second Year 28 26
Third Year 32 -
TOTAL 90 46

Nearly 35% of respondent have agreed that they have poor knowledge on auditing and assurance.
At least, half of the respondents were not aware about the auditing provisions, standards as prescribed by
ICAI As per past researches it is observed that to prevent and detect frauds, auditor must be sceptical in
behaviour. But, as per responses obtained in this study, it is observed that around 75% of respondent
have agreed that they have no idea about the “Professional Skepticism” in Auditing which is alarming.

Alongwith the theoretical knowledge, to be an efficient auditor, one needs to have practical
knowledge which can be gained through practical exposure. Students of Chartered Accountancy, Cost
and Works Accountancy or Company Secretary have to undergo articleship/internship as part of their
syllabus/curriculum. But, then question arises for graduate or post graduate students. Based on the
secondary data, it is observed that universities are not providing auditing articleship/internship as part of
syllabus for commerce students. Based on the survey results, it is observed that 72.79% of respondent
have NO practical exposure of auditing upto the age of 19-20 years. Thus, it becomes a matter of concern
for society, because the students are not getting practical training at graduation or post-graduation level
which is crucial for preventing and detecting frauds or errors.
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Out of the total respondent, only 11% were not willing to undergo practical auditing training or
technique to detect frauds. This shows that students are willing to have such training session at
college/institute level. But, Our Colleges/Institutes/Universities are not providing any such trainings or
sessions due to poor drafting of syllabus/curriculum. If, students as well as society in combating
financial frauds.

A system of education is successful only when the purpose behind it is satisfied and the aim for
which it is served to the society, is achieved. The reason behind increase in number of financial frauds
in the business world is lack of auditing knowledge on part of the general citizens. The more the
knowledge about auditing the lesser would be the inclinations about committing the financial fraud.
This knowledge imparting has to be started from a sound is a theoretical subject of the curriculum
because of the manner in which our Education system had drafted it. Colleges/Universities had created
such an impression among students from the practical view point rather than only a theoretical concept.
Studying it only introduced to the students. Auditing has to be implemented with the intention to
improve financial health of the society.Only this can reduce the quantum of increasing fraud.

It was further observed from the responses of the respondents that around 65% of students were
not aware about the big frauds like SATYAM and PNB. They have responded with “Little bit” of
information/Knowledge in the questionnaire when they were asked about such Frauds. We had also
analysed the syllabus of Auditing subject of various universities where we observed that students get a
chance to learn Auditing subject mostly in Third year i.e. semester 5 and semester 6. Few of the
Universities provide Auditing subject in Syllabus for from early stage i.e. may be from First year or
second year to help students to gain more knowledge on Auditing which in return will help them in
preventing and detecting the financial frauds in future.

A Famous quote “Practice makes Man Perfect” applies here too. Getting more practical training
on Auditing at College level will help them to work more efficiently in Real world. History repeats
itself. Organising such training session for students from early days may help them in future, if they
face the same situation which they had already faced during college days.

Limitations and Recommendation for Future Research
This study has encountered several problems. Firstly, the questionnaire was sent to students via
mail or WhatsApp due to time constraint and limited resources. This may affect the accuracy of data
collected as the questionnaire might not be filled by intended respondents (Hair et. al., 2016). Students
may tend to fill the questionnaires quickly without reading and observing questions properly which
may give rise to deviation in the conclusions drawn.

The sample of 136 respondents is relatively small to represent the number of students and their
opinions. Due to this, the results drawn may not be accurate to represent the whole population of
students.

Future researchers may deliver the questionnaire to all the respondents by himself/herself to
ensurethat it is filled up accurately and properly. Here, we had only one open ended question which
was regarding the reasons for Fraud according to the respondents where there were diverse views of the
respondents, but few of them shared that due to lack of Auditing, Poor knowledge, Greed for money
were reasons for financial fraud. Hence, future researchers are encouraged to include more open-ended
questions to get more clarity and which can provide greater richness to data (Zikmund et. al. 2010).

Finally, the sample size can be increased considerably to get more accurate data and proper
representation of population. Future researchers may also prepare a questionnaire for academicians.
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The perception of academicians regarding the auditing syllabus, practical trainings, sessions, etc. can
be observed by the future researchers.
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Abstract

In this modern era of technology, business has crossed the national boundaries and entered into
international markets where accountings adhere to international accounting. Cloud accounting offers an
incredible features, facilities and flexibility across the globe. This research paper has focused on
Perception towards Adoption and Non-Adoption of cloud accounting among accounting professionals.
The structured questionaries were sent to 150 professionals out of which 129 had responded. The
collected data was analysed and tested using Chi- square test and One sample T test through SPSS. It was
found that 74% of Professionals are aware about Cloud accounting but only few had adopted it because
of ability to access data anywhere anytime , easy transformation from traditional accounting system ,
work effectively and productively and all other factors studied are significantly perceives as a benefit for
adoption; and others had not yet adopted because of security , privacy and lack of training support and all
other factors studied are significantly perceives as a challenge for non adoption ..

Keywords: Cloud Accounting, Accounting Professionals, Awareness, Adoption, Non-adoption

Introduction

It is essential to understand the terminology used in this study with proper context. A cloud
accounting software encompasses the term cloud computing technology. Cloud accounting software
specifically denotes the software utilized within accounting firms by accounting professionals. Cloud
computing technology is a broader term that encompasses related technologies and the historical
evolution of cloud-based systems.

The term "Cloud computing" refers to the practice of conducting business operations using
shared, off-premises computing systems, in contrast to on-premise software installed on local servers and
personal computers Rader (2012).

Cloud Accounting

Importantly, cloud computing provides significant benefits to businesses, including accounting
professionals and their clients, compared to traditional methods of preparing financial statements and
generating management accounting information. Moreover, cloud accounting software offers different
advantages over on-premise solutions given by DeFelice & Leon (2010) such as Lower cost, Quick
implementation, Remote access, Low or no maintenance cost and Reduced inhouse IT requirements.
Cloud accounting software facilitates online collaboration between accountants and clients (such as
business owners). This enables clients to access identical real-time information as their accountants.
They can monitor the progress of work directly, gaining insights into business performance without
having to rely and wait for emailed reports from the accountant.

Furthermore, certain cloud accounting providers have integrated the ability to automatically
import daily bank transactions into the accounting software directly from the business's bank account.
This feature reduces the need for accountants to manually insert transactions, particularly when dealing
with high volumes of banking activity, results in significant time savings.

This paper explores the level of awareness and examine the perception of Accounting
Professionals towards Adopting and Non-Adopting of cloud accounting with various factors.
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Literature Review

(Elayanathan, P and Kalainathan, K, 2023) studied the level of awareness, adoption and
experience of using cloud accounting among SMEs in Srilanka before and after COVID-19. The data
was collected by 37 SMEs and they used T-test , box plot and bar chat to compare the data of before and
after the COVID-19. They analysed that there is significant difference between of awareness and
adoption of cloud accounting before and after COVID -19. It was also found that adoption level is lower
than awareness level .It was noticed that SMEs are transforming into cloud accounting technology after
COVID -19.

(Saad, Lutfi, Almaiah, Alshira’h, Alshirah, Alqudah, Alkhassawneh, Alsyouf, Alrawad,
Abdelmaksoud ,2022) Studied the factors using Technological, Organisational, Environmental (TOE)
framework to explore the effect of adoption of cloud accounting among Jordanian manufacturing SMEs
and also focusing on critical roles of high industrial productivity, competitiveness and performance. They
also mentioned the significance of cloud accounting adoption due to COVID -19 pandemic. The data was
collected from 156 Jordanian SMEs owners or managers. It was analysied that except one factor
Perceived knowledge uncertainty, all other factors relative advantage, security concerns, top management
support organizational readiness, competitors’ intensity and suppliers computing support were
significantly influenced the cloud accounting of Jordanian SMEs manufacturing.

To ensure accounting graduates become proficient with new technology, it is essential to educate
them from the onset of their academic journey. According to (Aryanti and Adhariani, 2020), key areas of
learning include work ethics, teamwork, time management skills, financial statement analysis,
proficiency in Microsoft Office programs, and participation in various extracurricular activities.
Additionally, (Alimbudiono ,2024) emphasized the importance of focusing on accounting knowledge to
enhance competence and become a qualified public accountant, highlighting attitude as a significant
factor.

(Aarthiya and Gupta ,2018) studies the case study of KPMG firm and focuses on the use of cloud-
based accounting software in SMEs and the advantages that could contribute significantly to revenue by
2020. they concentrated on comprehending the idea of cloud computing and its function in the field of
accounting. For this, they read three KPMG publications on this specific subject. According to this study,
cloud accounting provides a dependable and scalable source of data.

(Mishra and Mohanty, 2017) define cloud accounting as internet-based accounting software that
functions similarly to application software installed on users' computers but provides services via the
internet, allowing access from remote servers. They suggest that cloud-based software poses a challenge
for those who are hesitant to adopt it and are not yet prepared to embrace its benefits.

(Ali and Thakur ,2017) emphasized the importance of raising awareness about cloud-based
accounting, particularly among chartered accountants who provide internal and external advisory
services related to an organization's accounting system. Their research found that many chartered
accountants are not willing to adopt cloud accounting due to concerns over data security and the
additional costs involved in migrating from traditional accounting methods. Yoo and Kim (2018)
identified key factors influencing cloud computing adoption, including task characteristics, technology
characteristics, organizational factors, and environmental factors, as well as their impacts and
interrelationships

(Attolini and Thompson ,2014) conducted interviews with global leaders in accounting practices,
offering valuable insights relevant to this study. Their research includes a comparative perspective with a
focus on the South African context. They interviewed members of the Small and Medium Practices
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Committee of the International Federation of Accountants, who shared their perspectives on the impact
of technology on accounting practice. A significant point highlighted was how accounting firms perceive
the rapid advancement of new technologies, whether as threats or opportunities. Among the five
committee members interviewed, two saw it as both a threat and an opportunity, while the remaining
three viewed it primarily as an opportunity. This study aims to shed light on these parameters in the local
context of Cape Town.

According to (Fershtman and Gandal ,2012) cloud computing is categorized into three primary
types: Infrastructure as a Service (laaS), which includes data storage; Software as a Service (SaaS),
encompassing application software; and Platform as a Service (PaaS), involves infrastructure provision.
Various vendors offer clients access to one or more of these service types. Specifically, suppliers of
cloud accounting software provide their applications as Software as a Service (SaaS).

Research Gap

After an in-depth study in the field related to cloud accounting it was found that no concrete
research work related to cloud-based accounting was done in India and particularly in context to
accounting professionals. This research gap motivated us to work on our set of objectives.

Research Objective
1. To explore the level of awareness of cloud accounting among the accounting professionals of
Gujarat region.
2. To study the reason of Adoption and Non-Adoption of Cloud Accounting.

Research Methodology

e Type of Research: Exploratory Research as reasons for adopting and not adopting of cloud
accounting were explored.

e Data Collection: Data was collected through Questionnaires using Convenient Sampling.

e Sample Size: Questionnaires were sent to 150 Accounting Professionals but received only 129
responses.

e Sampling Frame: Accounting Professionals of Gujarat state.

e Test: Chi square test and T test using SPSS.

Data Analysis and Interpretation:

e Demographic Profile of Respondents:
Table 1: Demographic Data

Frequency | Percentage
Male 88 68.22%
Gender Female 41 31.78%
Total 129
25 to 35 years 32 24.81%
36 to 45 years 58 44.96%
Age 46 to 55 years 33 25.58%
56 years or above 6 4.65%
Total 129
0 to 5 years 28 21.70%
6 to 10 years 39 30.23%
Experience 11 to 15 years 33 25.58%
16 years or more 29 22.48%
Total 129

Source: Own Computation
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From the above table, out of 129 total respondents around 68% are males and only 32% are
females. Around 45% of respondents are from the age group of 36 to 45 years. Majority of respondents

have experience of 6 to 10 years.

Graph 1: Awareness about cloud accounting.

Awareness of cloud
accounting

! : Aware

Not aware

From the above graph, it was found that 74% of accounting professionals are aware about cloud
accounting; whereas only 26 % are not aware about cloud accounting.

Cloud Accounting Awareness and Adoption of Cloud Accounting: This section explains the
awareness of cloud accounting relation with using cloud accounting. To check the association between
awareness of cloud accounting and using cloud accounting, the following null hypothesis is developed:

HO: There is no association between Awareness of cloud accounting and adopting Cloud accounting by

Accounting Professionals.

Table 2: Association between Awareness of cloud accounting and Adopting cloud accounting by

Professionals.
Awareness Using
Total
Yes No
Yes 36 60 96
No 0 33 33
Total 36 93 129
Calculated value of Chi-Square 17.165, Significance
value is .000

Source: Own Computation

From the above table, it was observed that 36 professionals who are aware about cloud
accounting, also adopts cloud accounting, still there are 60 professionals who are aware about cloud
accounting but not adopted cloud accounting. And there are 33 professionals who are not aware and also

not adopted cloud accounting.

Table 2 determines the significant value of Pearson Chi Square as 0.000, which is less than the
acceptable significance level of 0.05, then Null Hypothesis is rejected. Thus, there is association between

Awareness of cloud accounting and Adopting Cloud Accounting.
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Result: It was found that majority of accounting professionals are aware about cloud accounting which
means that they are adaptable to changes in new technology and many of them are even trying to move
towards the new technology. There are very few Accounting Professionals who are concerned about the
technological changes in accounting field.

Perception towards Adoption of Cloud Accounting by Accounting Professionals

This section explains the perception of Adopting cloud accounting by Accounting Professionals.
We had collected data of 129 responses out of which only 36 Professionals has adopted cloud accounting
so we had considered the perception of those 36 respondents only to check the significance of sample
and population. To check the significance of perception of Adopting Cloud accounting of sample drawn
from unknown population, the following null hypothesis was developed:

HO: There is no significant perception towards Adoption of cloud accounting.
To check the significance of developed hypothesis One sample t test was conducted. The one-sample t-
test is used when we want to know whether our sample comes from a particular population but we do not

have full population information available to us.

Table 3: One Sample T test for factors of adopting cloud accounting

Test Value =0
: daf Sig. (2- Mean
tailed) | Difference
1. Ease of transforming 36.551 40 .000 4.317
2 Efficiency and Productivity of 34618 40 000 4171
work

3 Ability to access ﬁnan('slal 28,043 40 000 4244
data from anywhere anytime

4 Ability to connect with clients | 20.884 40 .000 3.805

5. Customization options 15.593 40 .000 3.268

6. Accurate audit evidence 33.040 40 .000 4.195

7. Reliable financial data 22.576 40 .000 3.878

8. Less capital expenditure 15.926 40 .000 3.220

9. Automation system 18.027 40 .000 3.610

10. Learning and operating are 73 880 40 000 3730

easy
11. Career E}dvancement and 25331 40 000 3.95]
professional growth
12. Aligned with professmnal 73595 40 000 3756
goals and aspirants
13. Foster 1npoyat10n and 18.993 40 000 3707
creativity

Source: SPSS and Own Computation

From the above table, p-value (sign. 2 tailed.) are 0.000, which shows that p- value is less than
the significance level of 0.05 for all the 13 factors. Thus, Null Hypothesis is being rejected for all the
factors

The mean difference for all the factors is positive which indicates that perception of accounting
professionals with all the above 13 factors are significant for Adoption of Cloud Accounting.

Result: Accounting Professionals significantly perceive all these factors as benefits of adopting cloud
accounting.
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Perception towards Non- Adoption of Cloud Accounting by Accounting Professionals

This section explains the perception of non-adoption of cloud accounting by accounting
professionals. We had collected 129 responses out of which 93 Professionals has not adopted cloud
accounting so we had considered the perception of those 93 respondents only to check the significance of
sample and population. To check the significance of perception of Non-Adoption of Cloud accounting of
sample drawn from unknown population, the following null hypothesis was developed:
HO: There is no significant perception towards non-adoption of cloud accounting.

To check the significance of developed hypothesis one sample t test was conducted.

Table 4: One Sample T test for factors of not adopting cloud accounting

Test Value =0
; daf Sig. (2- Mean
tailed) | Difference
1. Difficult in shifting | 27.743 87 .000 3.602
2. Lack of awareness 42.064 87 .000 4.125
3. Lackofcontrol | 7545 | g9 000 3.466
and security
4. Lack of adequate
training and support 36.094 87 .000 4.057
available
5. Dependency on
internet connectivity
which hinders data 31.173 87 .000 3.727
Loss
6. Complexity in
integrating existing 29.171 87 .000 3.693
system
7. Perceivedrisk of 33 g9 | g7 000 3.841
data breaches
8. Expensive 28.884 87 .000 3.602
9. Employees arenot |3 g 87 000 3.864
qualified
10 Scarcity of funds 25.980 87 .000 3.432
11. Lack of
technological 25.581 87 .000 3.364
resources

Source: SPSS and Own Computed

From the above table, p-value (sign. 2 tailed.) are 0.000, which shows that p- value is less than
the significance level of 0.05 for all the 11 factors. Thus, Null Hypothesis is being rejected for all the
factors.

The mean difference for all the factors is positive which indicates that perception of accounting
professionals with all the above 11 factors are significant for Non -Adoption of Cloud Accounting.
Result: Accounting Professionals significantly perceive these factors as barriers or challenges for non-
adoption cloud accounting.

Conclusion
The objective of the study was to analyze the level of awareness and also studied the reasons for
adoption and non-adoption of cloud accounting among the accounting professionals. We found it
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appropriate to study the awareness and adoption level of accounting professionals as they serve the
primary source for both internal and external advice to various organizations regarding cloud accounting
technology. For this research, we studied the perception of 129 accounting professionals. We found that
majority of the professionals are aware about the concepts of cloud accounting. Whereas very few
professionals are not aware about the cloud accounting. When we studied in detail, it was found that
majority of professionals has not adopted cloud accounting because of lack of awareness, lack of
adequate training and support available to them, those who are aware about the system and willing to use
but due to lack of training and support available they have not yet adopted. It was also found that
employees are not enough qualified to adopt the technology and Perceived risk of data breaches as data is
stored and access through online.

The study also found that the few professionals has adopted cloud accounting because of easy
transformation from traditional accounting and even maintaining accounts on cloud software is easy to
access. Even respondents felt that using cloud accounting gives access to financial data anytime
anywhere and which has increased the efficiency and productivity of work with less workload and
number of tasks.

Scope for Further Research

The present study can be extended and explored with other different group of industry and
peoples. The further research can also demonstrate with other more parameters and insights; it can also
be expanded to other different specific states and city.
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Abstract

Cloud computing has emerged as a game-changer in the field of digital accounting, offering
businesses a secure, scalable, and efficient solution to manage their financial data. The integration of
cloud computing in digital accounting systems has revolutionized the way financial transactions are
recorded, analysed, and reported. Cloud-based accounting systems provide real-time access to financial
information from any location, enabling businesses to streamline their accounting processes, enhance
collaboration, and reduce operational costs. These systems offer automatic updates, secure data backups,
and easy integration with other business applications, promoting efficiency and accuracy in financial
management. Additionally, cloud computing in accounting enables enhanced data security, with
encryption and multi-factor authentication, which protects sensitive financial information. The
transformation brought about by cloud technology allows businesses, from small startups to large
enterprises, to focus on strategic decision-making while leaving the complexities of data management to
cloud service providers. The role of cloud computing in digital accounting continues to evolve, shaping
the future of financial services with advanced tools, insights, and scalability that were previously
unattainable with traditional accounting systems.

Keywords: Cloud Computing, Digital Accounting, Financial Data, Real-Time Access, Data Security,
Automation, Collaboration, Efficiency, Cloud-Based Accounting Systems, Financial Management.

Introduction:

Cloud computing has become a pivotal technology in the digital transformation of various
sectors, and the field of accounting is no exception. In digital accounting, the traditional methods of
managing financial data and transactions are being replaced by cloud-based solutions that offer
scalability, efficiency, and enhanced accessibility. Cloud computing enables accounting professionals to
store, manage, and process financial information over the internet, rather than relying on local servers or
desktop software. This shift allows businesses of all sizes to automate their accounting tasks, streamline
financial processes, and improve decision-making through real-time data insights. The integration of
cloud computing into accounting not only improves data management but also enhances collaboration,
security, and compliance.

The growing adoption of cloud technology in accounting aligns with the increasing demand for
automation, data accuracy, and the need for remote access. In this context, cloud computing is
transforming digital accounting by offering innovative tools that facilitate financial analysis, reporting,
budgeting, and auditing with greater flexibility and efficiency. As more businesses transition to cloud-
based accounting systems, the role of cloud computing in digital accounting transformation continues to
evolve, offering new possibilities for improving the practice and business outcomes.

Literature Review

Benefits of Cloud Computing in Digital Accounting:

a) Efficiency and Accuracy: Cloud computing enhances efficiency by automating tasks and
reducing manual errors. Smith & White (2020) report that businesses adopting cloud-based
solutions saw a 30% reduction in errors, improving financial reporting accuracy by automating
data entry and calculations, ensuring up-to-date information for decision-making.
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b) Real-time Insights: Cloud systems offer real-time financial insights, crucial for informed

decision-making and collaboration among stakeholders. As Jones et al. (2021) highlight, these
systems allow businesses to access financial data simultaneously, fostering agility in financial
management.

Security: Cloud accounting utilizes encryption, multi-factor authentication, and ISO 27001
standards to ensure data protection. Brown & Green (2019) emphasize that these measures
reduce cybersecurity risks and provide secure backups, safeguarding sensitive financial data.

Adoption Challenges of Cloud-Based Accounting

a) Data Security and Privacy: Despite cloud computing’s security features, concerns about data

b)

breaches persist. Patel & Verma (2021) reveal that 63% of businesses worry about the risks of
storing sensitive financial data in the cloud, although encryption and security technologies
mitigate these risks.

Integration Issues: Integrating cloud accounting with existing ERP systems is challenging.
Brown & Taylor (2020) note that 42% of businesses face difficulties in this area, leading to data
synchronization issues. Proper assessment of cloud solutions and compatibility is vital for smooth
integration.

Implementation Costs: Initial migration and training costs can be high, particularly for small
businesses. Gupta & Sharma (2022) suggest that these costs may be prohibitive, but long-term
savings and efficiency improvements often justify the investment.

Al and Automation in Cloud Accounting:

a)

b)

Automation: Al-driven cloud accounting automates financial tasks, reducing errors and
improving efficiency. Kumar & Rao (2022) note that this automation enhances bookkeeping,
invoice processing, and financial analysis, enabling accountants to focus on higher-value tasks.
Fraud Detection: Al improves fraud detection by identifying irregular financial patterns. Kumar
& Rao (2022) explain that Al systems analyse large datasets to flag anomalies, enhancing
compliance and reducing the risk of financial mismanagement.

Efficiency Gains: Al-powered cloud accounting increases financial efficiency by 25% and
enhances fraud detection accuracy. Kumar & Rao (2022) highlight how automation and real-time
insights significantly improve financial management.

Cloud computing in digital accounting offers significant benefits, including increased efficiency,
real-time insights, and security. However, challenges like data security, integration issues, and
implementation costs remain. Al’s integration further enhances cloud accounting by automating
tasks, detecting fraud, and improving efficiency.

Objectives
1.

2.

To examine the impact of cloud computing on digital accounting — Analysing how cloud
technology enhances efficiency, accuracy, and accessibility in accounting processes.

To explore the advantages and challenges of cloud-based accounting systems — Evaluating
benefits like real-time data access, cost-effectiveness, and security concerns.

To assess the role of cloud computing in financial decision-making — Investigating how real-time
financial data supports better decision-making and strategic planning.

To analyse the security and compliance aspects of cloud accounting — Identifying data privacy,
regulatory compliance, and cybersecurity risks associated with cloud-based accounting.

To study the adoption and implementation trends of cloud computing in accounting firms —
Understanding how businesses transition from traditional to cloud-based accounting solutions.

To evaluate the future prospects of cloud technology in digital accounting transformation —
Predicting trends, innovations, and the potential evolution of cloud-based accounting.
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Research Methodology

This study employs a secondary data research methodology, focusing on existing literature,
reports, case studies, and industry surveys to analyse the role of cloud computing in digital accounting
transformation. The data is collected from various academic journals, industry reports, white papers, and
online databases, primarily focusing on articles published between 2019 and 2023. The methodology
involves:

e Literature Review: A detailed review of scholarly articles, industry publications, and market
reports related to cloud-based accounting systems, focusing on benefits, challenges, and the
integration of Al

e Data Collection: Secondary data from existing research papers, surveys, and case studies was
analysed to identify trends and patterns in cloud computing adoption within the accounting sector.

e Data Analysis: Qualitative and quantitative data were extracted and analysed to highlight the key
benefits, adoption barriers, and technological advancements like Al. This data is synthesized to
draw conclusions about the overall impact of cloud computing on digital accounting.

e Comparative Analysis: The results from various studies were compared to assess the consistency
of findings regarding the efficiency improvements, security concerns, and challenges faced by
organizations adopting cloud-based accounting systems.

Results
The analysis of secondary data from various sources yielded the following results:
e Benefits of Cloud Computing:
a) Reduction in Errors: Firms that adopted cloud-based accounting systems reported a 30%
reduction in accounting errors (Smith & White, 2020).
b) Real-time Financial Insights: Cloud accounting enabled organizations to achieve faster
decision-making and improved financial collaboration (Jones et al., 2021).
c) Enhanced Security: The use of encryption and multi-factor authentication through cloud
services helped companies mitigate cybersecurity risks, with most cloud providers
adhering to ISO 27001 security standards (Brown & Green, 2019).
e Adoption Challenges:
a) Data Security Concerns: Secondary data revealed that 63% of firms expressed concerns
over storing sensitive financial data in the cloud due to potential data breaches (Patel &
Verma, 2021).
b) Integration Issues: Many businesses, about 42%, faced difficulties in integrating cloud
accounting systems with their existing legacy ERP systems (Brown & Taylor, 2020).
c) High Initial Costs: Initial migration and training costs were noted as significant barriers
for small businesses, which find it expensive to transition to cloud accounting (Gupta &
Sharma, 2022).
e Al and Automation Impact:
a) Automation: Al-driven automation has significantly improved accounting processes, with
businesses reporting higher efficiency in bookkeeping and invoice processing (Kumar &
Rao, 2022).
b) Fraud Detection: Companies utilizing Al-powered cloud systems observed a 25%
improvement in fraud detection accuracy and financial risk management (Kumar & Rao,
2022).
c) Predictive Analytics: Al integration allowed businesses to forecast revenue and manage
cash flow with increased precision.
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Discussion
e Efficiency Gains and Cost Savings:

The research indicates that cloud computing significantly enhances the efficiency of
accounting processes, with firms reporting up to a 30% reduction in errors and improvements in
financial reporting accuracy (Smith & White, 2020). By automating manual tasks, businesses can
allocate resources more effectively, leading to overall cost savings. However, initial
implementation and migration costs can still pose a barrier, particularly for smaller organizations
(Gupta & Sharma, 2022).

e Real-time Data and Decision-making:

One of the most significant advantages highlighted is the real-time financial insights enabled
by cloud-based accounting systems (Jones et al., 2021). This feature allows businesses to make
informed decisions quickly, improving financial management and strategy. The ability for
stakeholders to access up-to-date data also enhances collaboration, streamlining business
operations.

e Security and Privacy Concerns:

Despite the numerous benefits, concerns regarding data security and privacy remain critical.
A significant proportion of firms (63%) worry about potential data breaches when storing
sensitive financial information in the cloud (Patel & Verma, 2021). However, advancements in
cloud security, including encryption and multi-factor authentication, have been shown to mitigate
some of these risks, though complete security assurance remains a challenge (Brown & Green,
2019).

e Integration Challenges with Legacy Systems:

The research points to a common issue faced by businesses transitioning to cloud-based
accounting: integration with existing ERP systems. According to Brown & Taylor (2020), 42% of
businesses struggle with compatibility, which can hinder the adoption process. Effective planning
and strategy are needed to address integration complexities, ensuring smooth implementation.

e Al's Role in Enhancing Automation and Fraud Detection:

Al-driven capabilities, including automated bookkeeping, predictive financial analytics, and
fraud detection mechanisms, have demonstrated a 25% improvement in financial efficiency
(Kumar & Rao, 2022). These technologies offer substantial benefits by reducing human
intervention, minimizing errors, and enhancing compliance. However, the integration of Al
requires skilled personnel and technical infrastructure, which could be an additional cost burden
for smaller firms.

Conclusion

In conclusion, the adoption of cloud computing in digital accounting presents substantial
advantages, including reduced errors, improved efficiency, and real-time decision-making. The
integration of Al-driven automation further enhances these benefits, driving significant
improvements in financial processes and fraud detection. However, challenges such as data security
concerns, integration with legacy systems, and initial migration costs must be carefully managed for
successful implementation. Despite these hurdles, cloud accounting represents the future of
accounting practices, offering businesses a competitive edge in terms of flexibility, scalability, and
financial management. Future research should focus on finding solutions to these challenges and
assessing the long-term effects of Al integration in cloud accounting systems.
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Abstract

This paper constructs a theoretical framework to explore crowdfunding, its applications, and its
impact on start-ups and SMEs. Limited access to funding remains a key challenge for SMEs, as stricter
financial regulations and the 2008 global financial crisis reduced credit availability. Crowdfunding has
emerged as a viable alternative, allowing entrepreneurs to raise capital from multiple individuals through
online platforms. This study examines the evolution of crowdfunding in India, consolidating insights
from academic research on its role in SME financing. It further assesses how crowdfunding has
facilitated financial support for start-ups and SMEs, addressing gaps left by traditional funding sources.
By analysing the growth and effectiveness of crowdfunding, this paper aims to provide valuable insights
for researchers and policymakers. Emphasizing the importance of a structured financial approach, it
advocates for a balanced integration of conventional and alternative economic systems. Strengthening
crowdfunding mechanisms can enhance access to capital, fostering innovation and sustainable growth
within India’s entrepreneurial ecosystem.

Keywords: Crowdfunding, Equity-based crowdfunding, Start-ups, SMEs, SEBI, Investors

Introduction

In recent years, the landscape of early-stage business financing has undergone a significant
transformation due to two key factors. The first was the 2008 financial crisis, which severely impacted
investor confidence in large financial institutions such as banks, insurance companies, and trust
organizations, particularly those linked to major financial hubs. The second factor is the rise of bottom-
up financial initiatives driven by innovative, multi-functional, and multi-sided digital platforms enabled
by rapid technological advancements (Salomon, 2018). These trends have fueled the global expansion of
crowdfunding platforms, creating a bridge between entrepreneurs, investors, and financial intermediaries.
Similarly, SMEs have faced persistent challenges in securing funding to support and grow their ventures.
Their small scale and lack of financial history often lead to asymmetrical information issues, making
external financing difficult (Giudici & Rossi Lamastra, 2018). Crowdfunding not only offers an
alternative financing avenue but also serves as a market-testing tool, providing entrepreneurs with
valuable feedback while fostering innovation and business growth.

Crowdfunding holds immense potential as an alternative financing mechanism. In 2015, the
global crowdfunding market was valued at $34.4 billion (Massolution, 2015). By 2025, it is projected to
reach $93 billion in developing countries, with China contributing nearly half of this valuation (World
Bank, 2014). The increasing popularity of crowdfunding stems from its accessibility, allowing
individuals from diverse locations to contribute small investments. Reward-based and equity-based
crowdfunding platforms, in particular, offer a viable funding option for entrepreneurs by easing
traditional financial constraints. Statistics from Fundable reveal that fewer than 1% of start-ups secure
angel investment, while only 0.05% benefit from venture capital.

This paper aims to examine emerging trends in crowdfunding within India, emphasizing its role
in supporting start-ups and SMEs. A key focus is the expansion of equity crowdfunding platforms, an
area that remains underexplored in the Indian context. While most research highlights factors influencing
crowdfunding success (Capital et al., 2016), limited attention has been given to whether crowdfunding
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acts as a complement or substitute for venture capital. Entrepreneurs often rely on crowdfunding as seed
capital to launch businesses, particularly when access to conventional funding is restricted (Mollick,
2014). Some studies also analyze the role of information symmetry in crowdfunding and its impact on
fundraising outcomes (Hakenes & Schlegel, 2014). Compared to debt financing, crowdfunding has the
potential to support a broader range of innovative projects, ultimately fostering social and economic
progress.

As an alternative financing tool, crowdfunding provides crucial support when traditional funding
sources are inaccessible. It complements venture capital by offering seed-stage funding while facilitating
subsequent investment rounds. Crowdfunding also enhances business growth by not only raising
financial capital but also enabling crowd-driven marketing and brand-building efforts (Paschen, 2017).
Despite its significance, equity crowdfunding remains unregulated in India. To address this gap, SEBI
has introduced a consultation paper exploring a potential legal framework for equity crowdfunding.
However, regulatory uncertainty limits its growth. Legalizing such platforms would allow investors to
participate in a structured and transparent manner, promoting entrepreneurship and economic
development.

This article aims to highlight the urgent need for a balanced financial ecosystem that integrates
both traditional and alternative funding sources. By drawing attention to crowdfunding regulations and
market trends, this study provides valuable insights for policymakers, researchers, investors, and
entrepreneurs. The paper is structured as follows: the first section outlines the objectives and research
methodology, followed by an overview of crowdfunding, its evolution, and various types in Section 2.
Section 3 focuses on equity-based crowdfunding platforms, and the final section presents conclusions
and policy implications.

Review of Literature

S.No Author(s) Year Title MainFindings
Evéigit/glfifé?nmfs of Crowdfunding is favored over
1 Dr.ShreyaVirani& 2016 analternate ﬁnagnce traditional financing methods due
’ Prof.ParamjeetKaur opbortunity: a to its expression of satisfaction and
fun dral?ser’s per};.pec tive positively associated encounters.
The discoveries highlight how
crowdfunding represents an
innovativeandpotentiallydisruptive
. S alternativetotheexistingnorms,
) OthmarM.Lehner& 2019 (Xolrgg_fﬁlgiﬁ%iizlsézg' especially for ventures. This is not
‘ Theresia Harrer erspective solely due to its distinct
Persp mechanisms but also because of its
fundamental value propositions
rooted in societal
values.
The findings indicate that young
prospective entrepreneurs have a
. moderate understanding of
Egr?grgfsndlsliﬁaAgn crowdfunding. While they
Susana Bernardino P Yy Y demonstrate a general grasp of
. Knowledge, Benefits and . .
3. and J. Freitas 2020 Barriers I;erceive ab crowdfunding's attributes, such as
Santos Youne Potential Y utilizing online platforms to secure
Entrg reneurs project funds and the involvement
P of numerous supporters
contributing small amounts of
money, their overall knowledge
(o)
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remains moderate.
A positive inclination towards a
Factors Underlying Attitu product or service is shaped by
4. Hasnan Baber 2019 de Formation onwards previous encounters with similar
Crowdfunding in India services and the impact of peer
groups or references.
Crowdfunding is an alternative to
Mario D’ Ambrosio Crowdfunding and traditional venture capital for
5. and  Gianfranco | 2016 Venture Capital: Substitut initial seed funding, yet it
Gianfrate es or Complements? supplements venture capital efforts
for subsequent financing rounds.
Unleashing main street In certain areas, crowdfunding
Regan M. entrepreneurship:
. seems to act as a replacement for
6. Stevenson, Donald 2018 Crowdfpndlng, venture venture capital, while in different
F. Kuratko & Jared capital, and the . .
Eutsler democratization of new regions, it serves as a supplement
. or complement.
venture mvestments
Ferdinand Thies, Following the Crowd— Venture capitalists consider
Alexander Huber, Does Crowdfunding crowdfunding signals as part of
7. Carolin Bock, 2018 Affect Venture their funding decisions to assess
Alexander Benlian, Capitalists’ Selection of the potential of entrepreneurial
and Sascha Kraus Entrepreneurial Ventures? ventures.
For startups, crowdfunding can
create a valuable foundation for
resources withinthe
Choose wisely: organization,
Crowdfunding through redominantly by securing funds.
8 Jeannette Paschen | 2017 the stages of t%le startip ’ Additional}{y,};t brings ion-
life cycle monetary benefits such as
knowledge acquisition, the
establishment of crowd capital, and
marketing support.
The government should introduce
appropriate legislation to regulate
9 Dr. Manoj Kumar 2018 Crowdfunding For the crowdfunding method of
' Joshi Startups in India raising funds. This action will
foster an entrepreneurial spirit
among the population.
Dr. G V M Sharma,
Dr. Anitha. S. Crowdfunding In India: The level of awareness regarding
10. Yadav and 2019 An Empirical Stud crowdfunding in India remains
Prakruthi. N P Y significantly low.
Udupa.

The existing literature primarily focuses on identifying the key factors influencing crowdfunding
success. Several studies explore the relationship between crowdfunding and venture capital within
financial markets. However, there is a noticeable gap in research examining how crowdfunding helps
start-ups and SMEs overcome financial barriers and supports various stages of entrepreneurial
development. This study aims to bridge that gap by analyzing the role of crowdfunding in easing
financial constraints for emerging businesses.

Furthermore, this research provides an in-depth review of equity crowdfunding in India, offering
a comparative analysis with global crowdfunding leaders. It is the first study to comprehensively
document the structure of equity crowdfunding platforms in India before SEBI deemed them
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unauthorized. Many of these platforms later transitioned into Alternative Investment Funds (AIFs). By
shedding light on these developments, this paper contributes to a deeper understanding of the evolving
crowdfunding landscape and its regulatory implications.

Objectives
The primary aim of this paper is to assess the growth and progression of crowdfunding, particularly its
role in financing start-ups and SMEs in India. Additionally, this study focuses on the following key
areas:
e Examining the historical development and emerging trends of crowdfunding in the Indian market.
e Evaluating the level of adoption and utilization of crowdfunding as a financial tool for start-ups
and small businesses.

Research Methodology

This study is based on secondary data collected from various sources, including official websites,
news articles, and SEBI reports. The research design focuses on examining the trends and evolution of
crowdfunding, with particular emphasis on the role of equity crowdfunding in financing start-ups and
SMEs. Data has been sourced from crowdfunding platform websites, Statista, and SEBI’s consultation
paper. The foundation of this research lies in the challenges faced by start-ups and SMEs in securing
funding from venture capitalists, angel investors, and financial institutions. Despite meeting complex
legal and regulatory requirements, many businesses still struggle to obtain financial support.

Furthermore, with India emerging as a global start-up hub, this study presents a comparative
analysis of crowdfunding trends between India and the top four crowdfunding nations from 2017 to
2022. It also provides insights into the equity crowdfunding platforms operating in India, their regulatory
framework, associated risks, and details of projects successfully funded through these platforms.

Analysis and Discussion
Understanding Crowdfunding

Crowdfunding is derived from the word’s "crowd" and "funding," referring to the practice of
raising financial support for projects through a large number of individuals via online platforms. This
form of financing is exclusively digital, which limits accessibility for those unfamiliar with technology.
The advent of Web 2.0 significantly contributed to the expansion of crowdfunding, with the first
platform, ArtistShare, launched in the early 2000s. Subsequently, platforms like Pledgie, Sellabrand,
IndieGoGo, and Kickstarter emerged, further advancing the industry. Crowdfunding involves three key
stakeholders: the entrepreneur or project initiator seeking funds, contributors willing to support the
venture, and the platform that facilitates communication between both parties. Beyond financial support,
crowdfunding also provides entrepreneurs with valuable market feedback, publicity, and engagement
from early adopters (Goli¢, 2014).

Mollick (2014) defines crowdfunding as the process by which individuals or organizations secure
funds through small contributions from a large audience via the internet, bypassing conventional
financial intermediaries. Similarly, Lehner (2013) describes it as the practice of soliciting small
investments from a wide audience to support business ventures. Crowdfunding models are generally
classified into two categories: those offering financial returns, such as peer-to-peer lending and equity
crowdfunding, and those that do not provide financial returns, such as reward-based and donation-based
crowdfunding. The main types of crowdfunding are as follows:

Reward-Based Crowdfunding: Contributors provide funds in exchange for non-monetary
rewards, such as products or services. Popular platforms include Kickstarter and IndieGoGo, which
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primarily support creative projects in fields like art, technology, music, and publishing (European
Commission, 2016).

Donation-Based Crowdfunding: This model supports philanthropic, research, or personal
initiatives, where donors contribute without expecting any return. The motivation is purely altruistic, and
recipients are not obligated to provide rewards. Platforms such as Ketto, Wishberry, Fuel A Dream,
BitGiving, and Crowdera operate under this model (Kuti & Madarasz, 2014).

Peer-to-Peer Lending: This form of crowdfunding enables individuals to lend small amounts of
money to borrowers through online platforms, eliminating the need for traditional collateral. Lenders
choose projects based on their risk assessment, investment amount, and loan duration. Prominent
platforms include Faircent, Rang De, Lendbox, and LenDenClub.

Equity-Based Crowdfunding: Investors acquire equity in a company in exchange for their
financial contributions, securing a stake in future earnings. This model is particularly beneficial for start-
ups and SMEs seeking investment. However, equity crowdfunding is currently not permitted in India.
Recognizing the growing need for alternative funding, SEBI introduced a consultation paper in 2014
outlining potential regulations for equity crowdfunding platforms.

The Rise of Crowdfunding in India

India has made significant strides in fostering entrepreneurship, as reflected in the World Bank’s
Ease of Doing Business report. The country ranked 63rd among 190 nations, marking an improvement of
14 places from 2019. The ranking for “starting a business” has also seen progress, moving up from
136th. Similarly, India’s rank in “getting credit” has improved from 42nd to 25th. These advancements
are largely attributed to policy reforms, tax incentives, simplified business registration processes, and the
emergence of crowdfunding as an alternative financing method.

Although crowdfunding in India is still in its early stages compared to global markets such as the
US, UK, and Europe, it has witnessed steady growth. According to Massolution (2015) and the
Cambridge Centre for Alternative Finance (2016), the crowdfunding industry expanded by 230% in
2015, with equity crowdfunding accounting for 44% of total market contributions. Interestingly,
Dhirubhai Ambani, the founder of Reliance Industries, utilized a form of crowdfunding decades ago in
Guyjarat to finance his textile venture, long before the term became widely recognized.

The global crowdfunding landscape continues to evolve, with the US leading the market,
followed by the UK, France, Germany, and India. One of the key reasons for the dominance of these
nations is the legalization of equity crowdfunding, which has enabled start-ups to secure funding more
efficiently. By promoting equity crowdfunding platforms, these countries have fostered a more dynamic
financial ecosystem that supports entrepreneurial growth.

TRANSACTIONVALUE

anl al nl nl 1 nl
2017 2018 2019 2020 2021 2022
India United States France ® Germany ™ United Kingdom

Figurel:Global Comparison with top four Countries
Source:https://www.statista.com/outlook/335/119/crowdfunding/india
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Crowdfunding as an Alternative Financing Model

For start-ups to transition from inception to maturity, external financial support is essential
(Zachary & Mishra, 2013). However, securing such funding is often challenging due to a lack of
established credibility and past failures in the entrepreneurial ecosystem. Many investors hesitate to
finance new ventures, as statistics indicate that over 90% of start-ups fail, with only about 30%
achieving significant success within five to seven years of establishment (Cusumano, 2013).

In this context, crowdfunding has emerged as a viable alternative financing method, offering
start-ups and small enterprises an opportunity to raise capital without relying on traditional financial
institutions. By leveraging digital platforms, entrepreneurs can connect directly with potential investors,
reducing dependency on banks, venture capitalists, and angel investors. Additionally, crowdfunding
provides businesses with early market validation, enabling them to gauge consumer interest and refine
their products or services based on feedback.

Given these advantages, crowdfunding serves as both a funding mechanism and a strategic tool
for fostering innovation and economic growth, particularly for businesses that struggle to access
conventional financial resources.

Conclusion

The landscape of startup and SME financing in India requires innovative solutions, particularly
when conventional banking systems fall short. While crowdfunding emerged globally as a democratic
funding mechanism allowing small investors to collectively support emerging businesses, India's
participation remains minimal compared to other nations. A key obstacle has been the regulatory
uncertainty surrounding equity crowdfunding, with SEBI's decision to regulate it under the Companies
Act 2013 creating a restrictive environment that has hindered the sector's growth. Although SEBI
indicated in March 2017 that it would consider revising these regulations, meaningful expansion of the
sector faces continued challenges.

Drawing lessons from international examples like the US JOBS Act of 2012, India could benefit
from more flexible regulations that expand investor participation while maintaining appropriate
safeguards, such as developing regulated secondary markets and establishing clear oversight for online
funding platforms. For India to fully leverage crowdfunding's potential in supporting startups and
SMEs, the government needs to establish clear legal recognition for funding platforms, creating a
secure environment for legitimate investment activities. This analysis suggests several areas for future
research, including examining peer-to-peer lending platforms, conducting comparative studies with
other countries' crowdfunding ecosystems, and investigating success factors for equity-based platforms
and their funded projects.
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Abstract

Purpose — This study investigates the significance of the impact of the RBI's ban on gold loan lending on
the daily closing stock prices of IIFL Finance Ltd. Design/methodology/approach — The event study
methodology was used with a 21-day event window (10 days prior, 10 days after and the day of the
event). Three models were utilized to calculate ARs and CARs. Findings — The statistical results indicate
the majority of ARs and CARs were significant during the Event Window, particularly in the post-event
period.Thus, it can be concluded that the RBI's ban on gold loan lending significantly impacted the stock
prices of IIFL Finance Ltd., highlighting a notable market reaction during the study period.

Keywords: IIFL Finance Ltd, RBI's ban on gold loan, Event Study, Market Models, Abnormal Returns

Introduction

The Stock market has appeared as a significant tool for investors as the Indian stock market has
seen noteworthy growth, attracting interest from both local and foreign investors (Bhattacharjee et al.,
2016). This can be seen from the investment in the mutual funds through the SIP from 4,095 Cr. in
January 2017 to 26,459 Cr. in December 2024. The stock market is a dynamic and complex ecosystem
where the prices of individual companies' share constantly fluctuate. According to Yuniningsih, et al.
(2024) many factors should be considered for decision making in investment both in the form of internal
and external. The internal factors can be the education level, willingness, psychology or knowledge,
while the macro external factors such as economic event, regulatory event or political event as well as the
micro events such as the announcement of financial statements of the company or industry, or related
corporate actions etc. these events can be perceived positive for a company or the broader economy, the
investors becomes optimistic, on the other hand the negative event can create uncertainty among
investors. Thus, various authorities and statutory bodies such as SEBI, RBI etc. inspect the companies
and take regulatory interventions upon finding irregularities in the business. To understand the impact of
such interventions can be crucial for the investors, policymakers and corporations as it sheds light on
market efficiency and the sensitivity of equity markets to external stimuli.

» India Infoline Finance Limited (IIFL) and RBI’s ban on lending gold loans

IIFL (INE530B01024) is one of the leading Non-Banking Financial Company (NBFC) in gold
lending business which has Market Cap of 317,849.36 Cr. the RBI imposed a ban on IIFL Finance Ltd
on 4th March 2024, Due to serious deviations in the process of assessment and clarification of purity and
net weight of the gold and at the time of auction upon defaulting.

Literature Review

From the Literature review, it is observed that events such as corporate actions, regulatory
interventions, insider trading studies, which have become a vital methodological tool in financial
research, extensively used to evaluate the impact of specific events on stock prices. Jain and Sunderman
(2014) has investigated informed trading in India’s emerging markets, analysing mergers across various
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economic cycles. The result proved that insider information substantially impacts stock prices. Similarly,
Ahmad et al. (2022) extended this by analysing emerging markets, uncovering that stock prices prior to
merger announcements are significantly affected by insider trading, thus underscoring its critical role in
financial market behaviour.

A corporate announcement beyond mergers also displays notable market reactions.
Researchers have investigated how these events shape stock performance. Rai and Pandey (2022)
examined the effects of privatization announcements for public sector banks in India. Their study
revealed that those announcements tend to effect negative cumulative abnormal results for both public
and private sector banks. Panigrahi, K. K. (2024) examined the impact of the Russia-Ukraine conflict on
defence industry stocks using the Fama-French three-factor model and the market model.The study
revealed that cumulative abnormal returns were significantly positive for 20 firms, emphasizing that
geopolitical conflicts can impact valuations in targeted sectors like defence. In the same line, Yudaruddin
et al. (2024) observed that there is a significant negative impact on MENA region’s capital markets due
to the Israel-Hamas conflict.

Mallesha and Archana (2023) showed that substantial corporate developments, including

adverse reports or announcements can also trigger significant market reactions. By analysing the stock
prices of the Adani Group after the Hindenburg Research report using event study over a 21-day
window, the researcher recognised significant effect on abnormal returns, specifically in the post-event
period, indicating the market’s delayed and strong reaction to adverse information.
Conclusively, event studies provide robust frameworks for analysing stock market reactions across
diverse scenarios, whether it is geopolitical events, corporate announcements, or global crises. They
underline how events shape investor expectations, price discovery, and market efficiency. The integration
of methodologies, such as the market model and Fama-French three-factor model as highlighted by
(Brown & Warner, 1980, 1985), further strengthens their relevance in financial research.

Research Methodology

e Research Objective
The main objective of the research is to study the impact of RBI's ban on gold-loan lending on
share price of IIFL Finance Ltd.

e Research Hypothesis
Ho = There is no significant impact of RBI's ban on gold-loan lending on share price of IIFL
Finance Ltd.
H, = There is significant impact of RBI's ban on gold-loan lending on share price of IIFL
Finance Ltd.

Sample and Data Source

This study relied solely on secondary data, analysing three datasets: the date of the RBI's ban
on gold-loan lending, the daily closing stock prices of IIFL Finance Ltd., and the daily closing prices of
the Nifty Small Cap 250 Index to calculate market returns. Data were obtained from the NSE India
website. The study is conducted to examine the impact of the gold-loan lending ban specifically targeting
IIFL Finance Ltd. The event window extends from 20" February 2024 to 19™ March 2024. A 100-day
estimation window has been defined, running from 26™ September 2023 to 19" February 2024, as
illustrated in Figure 1. This period is used to compute the intercept and alpha values.

I Estimation Period I Event Window I
26 September 2023 20 February 2024 4 March 2024 19th March 2024

Event Day
Figure 1: Figure showing the dates of Estimation period and Event window
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Event Study Methodology

An Event Study is a statistical approach utilized to assess the effect of a particular event on a
specific security. This research employed the widely recognized market model developed by Sharpe to
analyse stock returns in relation to market movements (Rai & Pandey, 2022; Yaseen & Ruxandra, 2019).
The process for performing an event study using the market model includes the following steps. this time
frame has been established as ten days after the event and ten days before the event, resulting in a total
event window of 21 days (Sharma & Verma, 2020).

1. Defining the Event: The first step is to identify the Event to be studied; here it is the date of the
RBI's ban on gold-loan lending, i.e. 4™ March 2024.

2. Determining the Event window and Estimation Period: The second step is to determine the period
which can be affected by the event. Based on previous literature, this time frame has been
established as ten days after the event and ten days before the event, resulting in a total event
window of 21 days (Sharma & Verma, 2020). As illustrated in Figure 1. Estimation period is used
to compute the intercept and alpha values.

3. Collecting the Data: To examine the impact of an event on IIFL Finance Ltd.’s stock prices,
historical data for both the company and the market index, acting as the market benchmark, has
been collected and natural log is used to make data comparable.

4. Establishing a benchmark: The Nifty Small Cap 250 Index will serve as the market benchmark to
account for any market-wide factors affecting IIFL Finance Ltd.'s stock returns during the event
window.

5. Calculating Abnormal Returns (ARs) and Cumulative Abnormal Returns (CARs): Abnormal
returns and Cumulative Abnormal Returns are computed Differently in different models.

6. Testing for statistical significance: In the end, to ascertain whether the ARs and CARs are
significant and show that the event significantly affected the security's returns, a t-test or other
statistical test is employed.

Models: Researchers has employed 3 models given by Brown & Warner (1980).
I. Mean Adjusted Returns model

II. Market Adjusted Returns

III. Market and Risk Adjusted Returns Model

Mean Adjusted Returns model

The Mean Adjusted Returns model posits that the expected return in advance for a specific
security i is represented by a constant that may vary among different securities:
Ei =R.

The anticipated return after the fact on security i during period t is equal to = R. The abnormal
return ARj is determined by the difference between the actual return, Rit, and the expected return E;:
AR;; = Rj;— E;. Cumulative Abnormal Returns (CARSs) represent the total of all abnormal returns.

Market Adjusted Returns Model

This model suggests that expected returns in advance are uniform across securities but may not be
fixed for a specific security. Given that the market portfolio of risky assets M is formed from a linear
aggregation of all securities, it follows that
E(R) = E(Ry) = K for any security 1.

The actual abnormal return on any security i is calculated by the difference between its return and
that of the market Index: ARj; = Rj; - Ry Cumulative Abnormal Returns (CARs) signify the total of all
abnormal returns.

Market and Risk Adjusted Returns Model
This model assumes that expected returns are derived from a variant of the Capital Asset Pricing
Model. Regression analysis is employed to assess the relationship between security’s returns and the
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Index during the event window. The resulting coefficients help evaluate the event's impact on the
security's returns. Abnormal returns are computed by deducting the expected return, estimated using
regression coefficients, from the actual return. Cumulative Abnormal Returns (CARs) is the sum of all
abnormal returns. (Brown & Warner, 1980, 1985)

The market model can be formulated mathematically as follows:

E(Rjt) =0 + Bi Ry + gifori = 1.... N.(1)

To find the value of the a and B a simple regression model is applied to estimate the returns for the
security by considering the actual market returns, Ry, of Estimation Period.

Expected returns = E (Ryy) = a; + Bi Ry

The ARs is calculated using the following method:

AR =Rj — E(Rt)

Parametric Significance Test

The null hypothesis of no significant ARs after the event day was tested using a level of
significance 1% and 5% with the appropriate degree of freedom. The calculation of t-test statistics for
each day’s AR during the event window is as follows:

AR
t= o(AR)

Where 6(AR) is standard deviation of Abnormal Return of estimation period.
Calculation of the t-statistics for CAR for each day within the event window is performed using the
following equation:

(o CAR
~ o(CAR)
Where 6(CAR) is standard deviation of Cumulative Abnormal Return of estimation period.
The formula for determining the standard error is as follows:

(o]
SE= —

Vn

Data Analysis and Interpretation:

To justify the objective, Event study methodology has been applied. The Values of Alpha (o) and
Beta (B) of estimation period are -0.15482% and 0.950107 respectively which is derived from
Regression. The Beta value is slightly less than 1 which shows that the IIFL Finance Ltd. is less volatile
in comparison to the market returns represented by The Nifty Small Cap 250 Index.The stock price
performance of the IIFL Financial Ltd. under consideration is shown during the event window of —10 to
+10 days.The AR is depicted as the deviation between the actual and expected returns, calculated using
the ordinary least square method.

Table-1 Table showing Abnormal Returns (%)

Abnormal Returns (%)

Days CR Model t-Stat MAR Model t-Stat MRAR Model t-Stat
-10 -2.37 -1.04 -1.91 -0.92 -1.77 -0.85
-9 0.39 0.17 1.24 0.60 1.35 0.65
-8 -0.62 -0.27 -1.17 -0.56 -0.98 -0.47
-7 0.25 0.11 -0.25 -0.12 -0.07 -0.03
-6 1.30 0.57 1.54 0.74 1.68 0.81
-5 -0.29 -0.13 -0.48 -0.23 -0.31 -0.15
-4 -4.55 -1.99* -2.58 -1.24 -2.52 -1.21
-3 1.49 0.65 1.09 0.52 1.26 0.61
-2 5.21 2.28%* 4.63 2.23* 4.82 2.32%
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-1 -0.02 -0.01 -0.67 -0.32 -0.48 -0.23
0 -4.23 -1.85 -3.56 -1.72 -3.44 -1.66
1 -22.37 -9.81%** -21.66 -10.43** -21.54 -10.38**
2 -22.38 -9.81%** -20.32 -9.79%** -20.27 -9.77%*
3 9.43 4.13%* 8.68 4.18%* 8.88 4.28%*
4 -7.48 -3.28%* -5.40 -2.60%* -5.34 -2.58%
5 1.73 0.76 3.87 1.86 3.92 1.89
6 -3.42 -1.50 1.96 0.94 1.85 0.89
7 -3.67 -1.61 -6.67 -3.21%* -6.36 -3.07%*
8 -0.84 -0.37 -0.99 -0.47 -0.82 -0.40
9 -0.02 -0.01 0.33 0.16 0.47 0.23
10 -2.37 -1.04 -1.12 -0.54 -1.03 -0.49

Note: *Denotes significant at 5 level. **Denotes significant at 1 level.

The table 1 shows that the first four days of the adjustment period had a notable impact on the
share price. Specifically, the first three days were significant at the 1% level across all three models,
while the fourth day was significant at the 5% level in two models and at the 1% level in the CR model.
However, the event day itself was not significant. During the anticipation phase, significance was
observed on day -2 at the 5% level. Beyond the fourth day, significance reappeared on day 7 at the 1%
level.

Table-2 Table showing Cumulative Abnormal Returns (%)

Cumulative Abnormal Returns (%)

Days CR Model t-Stat MAR Model t-Stat MRAR Model t-Stat

-10 -2.37% -0.53 -1.91% -0.21 -1.77% -0.36
-9 -1.99% -0.44 -0.67% -0.08 -0.42% -0.09
-8 -2.61% -0.58 -1.84% -0.21 -1.40% -0.29
-7 -2.36% -0.53 -2.09% -0.23 -1.47% -0.30
-6 -1.06% -0.24 -0.55% -0.06 0.21% 0.04
-5 -1.34% -0.30 -1.03% -0.12 -0.10% -0.02
-4 -5.89% -1.31 -3.61% -0.40 -2.61% -0.53
-3 -4.40% -0.98 -2.52% -0.28 -1.35% -0.27
-2 0.81% 0.18 2.11% 0.24 3.47% 0.70
-1 0.78% 0.17 1.44% 0.16 2.99% 0.61
0 -3.45% -0.77 -2.12% -0.24 -0.45% -0.09
1 -25.82% -5.76%* -23.78% -2.66%* -21.99% -4.47%*
2 -48.20% -10.75%%* -44.10% -4.93%* -42.25% -8.59%*
3 -38.77% -8.65%* -35.42% -3.96%** -33.37% -6.79%**
4 -46.25% -10.31%* -40.82% -4.57** -38.72% -7.87%*
5 -44.53% -9.93** -36.95% -4.13%** -34.80% -7.08%*
6 -47.94% -10.69%* -34.99% -3.91** -32.95% -6.70%**
7 -51.61% -11.51%* -41.66% -4.66** -39.31% -7.99%*
8 -52.45% -11.70%** -42.64% -4.77H* -40.13% -8.16%*
9 -52.47% -11.70%** -42.31% -4.773%* -39.66% -8.07%*
10 -54.85% -12.23%* -43.44% -4.86%* -40.69% -8.27%*

Note: *Denotes significant at 5% level. **Denotes significant at 1% level.
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The table 2 provide evidence that all the days of the adjustment period had a significant impact
on the cumulative share price. All three models showed abnormal returns at 1% significance level in the
adjustment phase. On the contrary, the event day itself was not significant and during the anticipation
phase, no abnormal returns were significant at any level of significance.

Table 3 showing t-Statistics for Abnormal Returns and Cumulative Abnormal Returns

AR t-Stat CAR t-Stat
Phase CR MAR MRAR | ol MAR MRAR
Model Model Model Model Model
Event -1.11 -1.01 -0.97 -1.11 -1.01 -0.97
Anticipation 0.06 0.13 0.27 0.04 0.11 0.25
Adjustment -4.26** -3.69%** -3.59%** -3.66** -3.37** -3.30%**
Total Event Window -3.14%* -2.68%* -2.50%* -2.64%* -2.41%* -2.30%*

Note: *Denotes significant at 5% level. **Denotes significant at 1% level.

The table 3 demonstrates that all three models shows that there is a significant effect at 1%
significance level on both abnormal and Cumulative abnormal returns in the adjustment period as well as
in total event window of 21 days. But on the event date and in anticipation phase, there is no significant
AR nor CAR at any significance level by any model.

Conclusion

This study examined the significance of the impact of the RBI's ban on gold loan lending on the
daily closing stock prices and values of IIFL Finance Ltd. The event study methodology was used with a
21-day event window (10 days prior, 10 days after and the day of the event). ARs were measured using
three models. The results showed that the majority of ARs and CARs were significant during the Event
Window, particularly in the post-event period. Thus, it can be concluded that the RBI's ban on gold loan
lending significantly impacted the stock prices of IIFL Finance Ltd., highlighting a notable market
reaction during the study period.

Similar findings have been observed in prior research conducted by taking lockdown
announcements, Hindenburg Research report and scams as events (Kumar Pandey & Kumari, 2020;
Mallesha & Archana,2023; Maitra & Dey, 2012). We can also infer that IIFL Finance Ltd.’s stock prices
did not immediately reflect on the date of the Event. Future research can be upon this by exploring the
efficiency of the stock market using various forms of corporate actions, i.e., Bonuses, Stock-splits,
Annual reports, Dividends, etc. and explore market efficiency by taking a longer timeline of the event
window.
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Abstract

Financial shenanigans are nothing but the misrepresentation of financial statements of a company
by fabricated actions or by omitting the financial facts. Financial shenanigans as alarming concepts, has
ample area for the researchers to discover. Answering three “WH” questions why, who and how aspect
of financial shenanigans is the basic objective of this paper. Attaining the desired level of profit by using
certain techniques those are not advisable or violating the accounting standards. Along answering the
questions, who, why and how, explained well the methods of entertaining frauds in the financial
statement. It will be helpful to the users of financial statement to stay informed and take proper
investment decisions. Identifying the frauds at an early stage will lessen the financial and ethical harm to
the company. It is always said that cure is always better than precautions. And it is believed by the
researcher that appointment of forensic auditor is must in every organization to safeguard the interest of
the company’s investors and their trust.

Key words: Fraud, financial reporting, Practices, financial shenanigans

“More money, it has been noted, has been stolen with the point of a Pen than at the point of a Gun.”

Quoted out of experience by Warren Buffett, in the Annual Shareholders Letter of Berkshire
Hathaway. (Warren Buffett Quotes)Financial shenanigans are the reflections of this statement. Statement
is very momentous from financial shenanigans standpoint as it’s actually a point of pen only which is
been used to manipulate and undermines the integrity of financial statements of a company. Masking the
glossy features to the financial health of the company is nothing but the financial shenanigans.
Misrepresenting the financial statements of an organizations by omissions or fabricated actions are called
as financial shenanigans. The intent behind can be to misrepresent the financial statements to deceive the
investors and the auditors of the company. Even window dressing is again a technique used to improve
the appearance of financial statement. Until and unless, it’s not violating the rules and regulations, it is
not illegal while financial shenanigans are unethical and illegal too.

Why understanding of financial shenanigans is significant?

Misrepresenting the financial statements of an organizations by omissions or fabricated actions
are called as financial shenanigans. The intent behind can be to misrepresent the financial statements to
deceive the investors and the auditors of the company. As a result, incorrect decision making can be
established based on the financial statements of the company.

1. Concern for investors interest

Leads to incorrect decision making
Protect investors from fraudulent activities
Undermines integrity of financial markets
Erodes trust in company
Leads to substantial financial loss
Deliberate manipulation of financial information
Misleads the process of informed decision making
Creates false picturization of company’s financial performance
0. Harms the financial health of innocent investors

Executing financial shenanigans leads to few adjustments minor in nature resulting into the
ballooned unrealistic and artificial revenues and profits. In the words of Ramalinga Raju, practicing
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financial shenanigans is “It was like riding a tiger not knowing how to get off without being eaten”.
(Chhabaria) The actions are performed to mislead the parties concerned with the financial statements of
the company in varied capacities. Management of the companies, board of directors so called
representatives of the investors themselves are involved in deceived actions.

Literature Review

It is observed from the reading that “Risk comes from not knowing what you’re doing.” -
Warren Buffett (Warren Buffett Quotes)The tricks used by management to mislead investors about a
company’s financial performance or economic health are nothing but the financial shenanigans. So, it is
needed for all the stakeholders to get an idea of financial shenanigans. (Sharma, 2018)It is stated in the
article that financial shenanigans are acts or actions designed to mask or misrepresent the true financial
performance or actual financial position of a company or entity. (Niveshak) Financial shenanigans are
classified as Earning Manipulation, Key Metric, Cash flow and Acquisition Accounting. (Chhabaria) The
author presented that various scam like Harshad Mehta scam, Satyam Computers Scam, Ketan Parikh
scam, Mundra scam, Nirav Modi scam have occurred in the Indian history and that incorporates the need
of insightful investigation and examination of books of accounting and so Forensic Accounting. (Kumar,
2021) Sanjeeb Kumar Dey expressed that irrespective of the size of the fraud, techniques remained same,
the title changes, sometimes, “Financial Shenanigans”, or “Creative Accounting”, or “Earning
Management”. (Sharma, 2018)

Objectives of the Study
Understanding the intensity of the frauds taking place around the corporate and banking sector around
the world, one should be equipped with the knowledge of financial shenanigans so as to safeguards
themselves from any deceptive actions. The objective of this paper is to answer following three questions
e Why financial shenanigans?
¢ Involvement of whom in financial shenanigans?
e How financial shenanigans committed?

Why financial shenanigans?

Fraud Triangle: Cressey Donald in the year 1953 has given the model called as “Fraud Tringle”
according to this there are three legs namely Pressure, Opportunity and Rationalization that motivates or
leads an individual to commit fraud or fraudulent actions. These legs are nothing but the conditions or the
circumstances leading to fraud by an individual.

e Pressure: Pressure resulting out of financial problems, personal problems, or even addiction,
unscrupulous work environment turning as an incentive to get involved in the fraud. An
unrealistic expectation from investors, sources of finance, remuneration even can be sources of
pressure motivating management or even employees to commit frauds in the organization.

e Opportunity: According to Cressey Donald, general information and technical skills are the two
components perceived as an opportunity to commit the fraud. General information here mean the
chance to violate the employees’ position and his abilities to commit fraud without being caught
are technical skills.

e Rationalization: Rationalization can be the motivation by the embezzler to himself to commit the
fraud treating it as ethical and not misdeeds. This is pre fraud feeling. It is highly needed while
committing fraud as one must first of all trust himself as the most trusted person.

Fraud Diamond Theory: According to Fraud Diamond Theory an extension to Fraud Triangle portrays
that along with pressure, opportunity and rationalization, the fourth component “Capability” is equally
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important to commit fraud. Capability is nothing but an ability of ones to exploit fraud’s opportunity.
Wolfe and Hermonson recommended that these are personal traits of an individual proving as added
advantages to deal with stress effectively exploit the opportunity to commit fraud successfully.

Fraud Pentagon Theory: The theory was extended in the year 2010 by Jonanthan Marks. According to
him there are in total five motivating factors leading to fraud; rationalization, opportunity, pressure,
competence and arrogance. Competence and arrogance are the two factors that are added as the motives
for fraud. competency here mean the same expressed in Fraud Diamond Theory as Capability. Arrogance
on the other hand can be the courage to misdeed the things and an understanding of having power to
ignore the internal control system in the company while committing fraud.

Minimizing tax liabilities, individual greediness, performance linked remuneration system, bonus and
benefits, compensations, to avoid work loss, while entering into negotiations with employees for
increment of their salaries are even some of the reasons why frauds are committed in the organizations.

Involvement of whom in Financial Shenanigans:

The frauds can be committed by the management and the employees of the organization.
Majorly financial statement frauds are exercised by the management of the company as their involvement
in the preparation of the financial results will be intensive rather than the employees.
The conditions like ineffective corporate team inefficient to take required and prompt decisions to drive
the business in proper direction, supervision authorities with no responsibilities and accountabilities even
lead to financial frauds. Permanent engagement of employees with the organization and the most trusted
employees are inclined more near frauds.

The organization, where the governance is of poor level, extensive management control and
insignificant role of audit committee found will have more chances to be decorated with creative
accounting. Newly formed organizations always have the pressure to keep all the stakeholders happy.
They have the pressure to present the sound financial records. Private companies to attract investors for
the investment purpose may use financial shenanigans.

Presenting true and fair financial statements is an expertise expected from the professionals of
accountancy and auditing. Such expertise can be used to manipulate the financial position to exaggerate
the profits to get listed on stock exchanges. So, the companies expecting to be the part of recognized
stock exchange can even be the prospect of fraud.

The scams like Satyam Computers scam, Harshad Mehta Scam, Vijay Mallya scam, Nirav
Modi scam, Stamp paper scam witnessed the involvement of owners and executives in financial
shenanigans. Even the executives’ officers, decision makers, board of directors, Government officials,
employees, promotors are found equally responsible for so called earning management or financial
shenanigans.

According to a report in 2009 issued by Certified Institute of Management Accounting (CIMA)
has issued a report in the year 2009 stating that fraudsters can be classified into three groups; pre
planned, intermediate and slippery slope fraudsters. Pre-planned fraudsters are the master minds. They
begin with the intent of deception itself. Intermediate fraudsters are those with the passage of time who
turned to be fraudsters and third one simply continues to cheat.

How Financial Shenanigans committed?

Dr. Howard M. Schilit, CPA by profession has suggested seven methods that may be used for
executing financial shenanigans. He is pioneer in the field of identifying and exploring financial
shenanigans. He has identified the tricks those used in the books of accounts to mislead the investors.

( 1
| 62




RESEARCH REVIEW Vol.2, Issue: 149, March 2025

Special Issue ==

The Academic Research Issue
ISSN: 2321-4708 Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

Boosting Income with One-Time Gains

There are certain transactions like sale of capital assets, any unexpected gains or losses from
change in accounting policies, discontinuation of business operations or even impact of any uncommon
event leads to unexpected income in the organization. But the certainty is completely missing. The cash
inflows can be from operating activities, financial activities and investment activities. And the
accounting treatment of all these receipts have different implications in the books of accounts. Inclusion
of income from investment and financial activities in the operating activities will lead to increased
income of the organization which misrepresents the financial aspects of the company. Treatment of
recurring and non-recurring cost shouldalso be differentiated in the books of accounts as needed by the
accounting rules. Setting up off operating expenses should only be done with operating income and not
with non-recurring nature income. They should be presented fairly in the books of accounts.

Inadequate presentation of revaluation, depreciation, impairment losses, practicing overvaluation or
undervaluation of assets, treatment of loss or gain on sale of any asset are the common practices adopted
by the corporate houses to misrepresent the financial statement.

Shifting Current Revenue to a Later Period

The companies those are financially sound and doing well may not record and recognize their
current revenue totally. They hold back their revenue and they recognize that when they may not do well
or may have lesser profitability than expected level. To keep the financial records, stable and promising,
it’s normal practice of the company to create reserves so as to use them in the period when there will be
less profitability, hence maintaining financial stability of the firm intact.The reason behind while
investing in any corporate, investors are more concerned about the sustainability of the company’s
financial stability.

Recording Bogus Revenue

In order to reflect increased revenues of the companies, the bogus vouchers of sales or
revenues will be created for sale of certain goods those does not exists or not sold to them. Side
agreement or side letters allowing customers of the company to return unsold goods after a stipulated
period of time if hided from the auditors of the company mislead to creation of sales revenue. An
existence of such fictitious element is a financial shenanigan. Recording a liability as a revenue in the
profit and loss account instead recognizing it as liability in the balance sheet will lead to financial
shenanigan.

Shifting Future Expenses to the Current Period as a Special Charge

Here the company may take the steps like shifting future expenses to current period and
reducing the liability of tax in a current period. Such practices lead to increased profitability of the firm
in future period making investors happy with financial records of the company. The steps like
restructuring, downsizing are onetime adjustments and non-recurring in nature and so cannot be
identified as fraudulent action practiced by the company just to decorate their profitability.

Failing to Record or Improperly Reducing Liabilities

This is basically overestimating assets and incomes or underestimating of liabilities and
expenses, both the actions lead to misrepresentation of financial health of the company. In both practices,
the profits of the company will be inflated artificially, which is ethically wrong and malicious. For
example, an asset can be depreciated with different methods. Changing the method every year without
due disclosure or charging inappropriate depreciation, both are financial shenanigans only.
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Shifting Current Expenses to a Later or Earlier Period

Non-recording the expenses leads to improved profits attracting high tax liability. But this is
normally being adopted so as to keep investor happy. Companies may use the method to shift such
expenses to later period or earlier period. Shifting of expenses to the later period may shift the liability to
near future and it can be short term benefit. But if it’s been done for shifting expenses to the earlier
period then, it will be a long-term thinking.

Changing accounting policies is another trick to financial fraud. changing accounting policies
and presenting the impact of the same fairly needs an expert knowledge. One should be capable enough
to sense such frauds if the policies are changed frequently and at the ending period. Changing accounting
policies is prohibited by the accounting standards. But its really inevitable and extremely required for the
wellbeing of company, proper disclosure is expected to be done by the company.

Amortization of deferred expenses like promotion expenses, marketing expenses, amortization
of any asset, research and development cost are opportunistic destination to commit frauds by the
corporates. International Financial Reporting Standards mandates amortizing the capital expenses in five
equal installments presenting them as expense in the profit and loss account. If not done so, it violates the
basic accounting concept called “Matching Concept”.

Recording Revenue too soon or of Questionable Quality

Receipt of revenue or income in advance is the favourite shenanigans of the corporates.
Recognition of revenue earlier needs raising of liability even. On uncertainty of receipt of payments from
debtors, the reserves for doubtful debts needs to be generated to safeguard future losses of non-receipt of
revenue. Corporates use the practice to recognize revenue before it occurs. They send the goods out of
warehouse prior to its demand from the customers. Those are artificial creation of sales to improve the
income of the company. International Financial Reporting Standard requires to check the credit
worthiness of the buyer before the goods are sent to them on credit. Revenue of such sale can not be
raised until such arrangements are done.

Further related party transactions are most difficult to detect and to check their worthiness.
Related party transactions are completely allowed but when both subsidiary and holding companies are
on the urge of winding up their entity, very hard to get revenue due to competition, and if such related
party transactions take place to misguide the investors and grab the investment opportunities then it is
violating the rules of accounting and auditing standards.

Conclusion

Answering three “WH” questions why, who and how aspect of financial shenanigans was the
basic objective of this attempt. Attaining the desired level of profit by using certain techniques those are
not advisable or violating the accounting standards. Along answering the questions, who, why and how,
explained well the methods of entertaining frauds in the financial statement. It will be helpful to the users
of financial statement to stay informed and take proper investment decisions. Identifying the frauds at an
early stage will lessen the financial and ethical harm to the company. It is always said that cure is always
better than precautions. Ignoring the risk of fraud will be a very big mistake on the part of corporates and
they should believe in investing in the cost of fraud detection techniques. Appointment of forensic
auditors in the company will be the affirmative action by the corporates to safeguard the interest of the
company’s investors and their trust.
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Abstract

Accounting has been supporting every commercial action ever since the commencing of trade,
as simplified as it was at that time. Due to the requirement to efficiently and exactly decode the economic
reality into numbers, accounting has been endlessly cultivating. Moreover, the information technology
extension and the emergence of the internet have alsomoulded this art of recording. In fact, the 21st
century has been marked by some stages in the process of IT augmentation and we have witnessed the
quick spread of these resolutions in our daily actions, thus improving our lives. One of the most quickly
adopted models was cloud computing that had a major effect on the business environment reflecting its
different benefits. Simultaneously, the constant challenging context compels all participants in the
economic field to be competitive, dynamic and proactive. Hence, companies essential to stay in touch
with the de facto state and duly adapt. On the other hand, accounting, as a means to issue relevant and
specific information for all stakeholders, has embraced cloud computing solutions. The result is cloud
accounting — a new business model that supports the accounting profession. Based upon the most recent
studies and practitioners’ technical reports, this paper is concentrating on the effect of cloud accounting
on each factor in the entire business area.

Keywords: Cloud Accounting, Cloud Computing, Cost, Software

Introduction

Accounting, the language and science of measuring business performance, has been continuously
adapting to the economic context. During the late 1950s, the mechanization of accounting data had
started, and what followed afterwards was an irretrievable course. The emergence of accounting software
has suggestively enhanced the practice of accounting. Considering the large volume of information and
the needy time to process it, accounting software became a very convenient tool for accountants to do
their job quicker and more effective. Even though accounting software has been around for decades, it
has constant to develop its latent over the years; it has become highly sophisticated and this evolution
marches on.

The 1990s saw an explosion in the personal, business and government uses of the Internet. In
fact, we could actually consider it the starting point of the “Information Revolution”. The rise of
multimedia and collaborative software created new infrastructures that were planned to host composite
applications and web pages. The last decade of the 20th century brought significant advances to data
communication, technology evolved quickly and social networks performed. The Internet became
quicker, more consistent, less expensive and has prolonged in nearly every area. But most importantly, it
has challenged the very foundations of the traditional business model. Additionally, the new generation
of smart mobile devices has encouraged the spread of cloud services.

The effect of cloud computing stands in the way that these services are provided: remotely and
only on request. Gartner, a leading research company, designated cloud computing as the number one
trend that will change the face of business. According to an IDC research study, cloud computing
spending will reach § 73 billion by 2015 and will restructure the global business context. It is the
competence to boost business flexibility that determines the wide cloud adoption, thus affecting all
economic actors.

( 1
| 66 ]



RESEARCH REVIEW Vol.2, Issue: 149, March 2025

Special Issue ==

The Academic Research Issue
ISSN: 2321-4708 Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

How is cloud accounting a different business model?

Traditional accounting software is generally purchased as a product and installed on each user’s
computer. We could think cloud accounting a new business model as it is rather provided as a service
and not as a product. By accessing the accounting data via the internet, companies are purchasing the use
of accounting software from a specialized service provider and not the software itself. Cloud accounting
solutions are altering the way that accounting applications are used and they are modifying the entire
business environment. Businesses can either grow or disappear just as quickly, depending on their
competence to evolve and adapt to the best existing technological framework. At a certain point, the
post-factual character of traditional accounting will no longer be enough. Specialists in the field believe
that the future belongs to those who will embrace the new technology and adopt its modern vision. For
businesses of all sizes, the cloud represents a great opportunity to prevent significant expenses and time
utilizing operations.

How does cloud accounting influence the business?

According to practitioners’ view, any business can witness massive benefits from using cloud-
based solutions. The intuitive design, the possibility to access real-time information and several other
advanced features make accounting accessible for both experts and non-experts. By taking a systematic
method to risk evaluation, including creating effective policies for cloud usage and a risk response plan,
companies can experience the leverage of this new technology and increase operational efficiency. If we
think of a company that is accepting such solutions, then we should consider some necessary aspects that
reshape the business itself.

A) Dropped costs

The costs comprised when using accounting software include both the up-front investment and
the later repairs expenses. A company’s preliminary investment can be greatly diminished through cloud
accounting offerings because, with this business model, there is no hardware or software licenses to
acquire. Specifically for small sized companies that cannot afford expensive infrastructure and the
software implementation process, these solutions allow them to run their internal processes and
operations using the same IT systems hired by their more developed competitors. They can access the
same high-end technology as large or multinational companies and they only pay for what they use.
Many companies that comprised the cloud model have been able to significantly decrease costs, because
their software is conveyed over the internet and it is not installed on a local computer. The user does not
purchase an accounting application, but only the use of it. Without forcing the user to do any other
action, automatic updates are worked so that the client can use the latest version of the product right
away. All these are possible with a simple connection to the internet.

B) Improved productivity

The fact that the cloud is available 24X7 allows users to work when they want to, not
controlling them to office hours only. This creates the business efficiency, because the users are not
limited to office hours, bound to a desk, or limited by any kind of access device they might use. By
accessing the application from any mobile device or computer, the user is able to check his bank balances
or recent operations. The cloud supplier is always using a stable environment because in the end,
defending financial data is critical for every business. The information is encoded using greatest security
standards and it is safely stored because the application is located “in the cloud”, not on a specific device.
Even if the user’s laptop is stolen or failing, there is no risk of losing data; the same information can be
accessed from another device. In case of unanticipated events, there is permanently the possibility of
persistent the activity. Before cloud computing, productivity halted once the business owner and their
employees left the office. By using online accounting, the business can go on, thus running business
continuity. Another factor that can enhance the productivity is the opportunity to use resources in
accordance with the business requires. Scalability or the allocation / de-allocation of sources is made
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available through the utilize of cloud-based software. The cloud allows entities to rapidly scale up or
down because the applications are delivered at the speed of the internet. With conventional software,
users have to choose how much to invest up front in IT resources or applications.

C) Concerns and hazards

Considering the statement that today’s economic environment is substantially competitive and
challenging, each business is very protective when it comes to revealing their financial data. In fact,
possessing the right information at the correct time is a very powerful tool in the business discipline.
Even though a high level of security has already been established, business owners are still concerned
about the safety of their financial information. This is truly the main problem when considering the
relocation to the cloud. Concerning business owners is the risk of losing the internet connection. In this
situation, the business’ continuity or performance is depending on a consistent network and the speed of
the data transfer. This is in detail, a false issue because all cloud suppliers have got very clear and certain
service-level agreements with their own network providers, so that the cloud user never experiences
downtime. Before implementing a cloud solution, companies are effectively advised to try the new
product that they want to buy. Since these applications are available online, most cloud accounting
suppliers allow users to test their service for free. This trial is proposed when business owners are not
sure if a specific solution is appropriate for his particular activity. By using the application for an agreed
period of time, a company will know if the solution is suitable, before making a long-term commitment.

What is the accountant’s perception?

The cloud has already took almost every business area, but it seems that the accounting
profession is skeptical about this new model. According to some accountants, cloud-based software is an
apparent menace. Of course, it could be considered a threat for those who are not prepared to adapt and
to clearly understand the benefits involved. As we all know, people fear what they do not understand.
This business model is not suggesting that accountants are prevented from the branch. In fact, these
solutions are meant to simplify the accountant’s tasks and to boost the business workflow. Cloud-based
applications are not considered to replace the the human factor from the business activity.Accountants
need to experience a different point of view and welcome the assistance given by this modern 21st
century technology. They also essential to move towards a more interactive service and competently
meet the informational needs of businesses that are sometimes straining to assess the way forward.
Accountants need to be able to offer real-time insight into profitability. Cloud accounting offers the
alternative to shift from paper-based financial statements to real-time financial consoles. Cloud-based
accounting software can give companies the chance to change the client relationship by adjusting
collaboration and interaction. Accountants can enable business partners to retrieve accurate and real-time
data from anywhere through an internet connection. There is a transparent opportunity for accountants to
step up and play a critical role in enabling a new level of business insight that could transform the
enactment of businesses. This will need the accounting profession to adopt not only new technology, but
also a new way of working that minimizes repetitive administrative developments and frees qualified
individuals to share their proficiency and knowledge with the marketplace. Technology can help enable
this cultural shift and the cloud model can make it affordable for all types of businesses.

Conclusions

The last years has been thrusting an exciting development of information technology. The
borderline between technology and our society is collapsing, as IT tools and gadgets are dividing in
almost every aspect of our life. In such a dynamic and challenging environment as the economic field,
companies are considering a new way for doing business. The cloud concept is getting more famous as
time goes by and progressively more companies are adopting cloud-based software in order to enhance
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their efficiency and to experience many other advances. The cloud accounting model permits all business
participants to closely collaborate by accessing up-to-date financial data in the same time, via the
internet. This article is aiming on the cloud accounting explanations as seen from special points of view.
We specifically examined the business’s and the accountant’s outlook with regard to these technologies.
We discovered several advantages confirmed by cloud-based software and we have also reviewed the
most significant concerns included, as remarked by both business owners and accountants. The paper is a
qualitative research, based upon the most relevant literature on this topic. We would like to highlight the
lack of significant academic sources regarding the cloud accounting model. Although these technologies
have been known to practitioners for some years, very few papers have been written in this respect.
Hence, the literature on this subject is mainly built on practitioners’ studies and handbooks, examines
conducted by specified research companies or by cloud service developers. The article is adopting the
cloud accounting paradigm from a business-oriented interpretation, and does not intent to support an
exhaustive or a technical outlook. Further research could cover other economic implications and effects
generated by this mentality shift. The evolution to the cloud is only just beginning. It might become the
fundamental factor for restructuring our reality and redefining globalization as we know it. If accountants
give technology the chance to prove its value, the accounting profession could finally act as a worldwide
consistent entity and take businesses to the next level of efficiency.
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Abstract

This study presents a comparative investigation of direct and indirect tax reforms in India over
the past few years. The study examines the evolution, impact, and effectiveness of these reforms in
shaping India’s economic landscape. By exploring key policies, challenges, and outcomes associated
with both tax systems, the study provides insights into how tax reforms have influenced economic
growth, revenue generation, and fiscal policies. The comparative approach objects to assess the strengths
and weaknesses of direct and indirect taxation in promotion economic growth, equity, and administrative
efficiency. This inclusive analysis contributes to a deeper understanding of the dynamics of tax reform in
India and its broader implications for the economy. After a decade-long journey, India’s Goods and
Services Tax (GST) finally has been implemented, effective July 1, 2017. The GST, which is essentially
a destination/consumption-based tax, replaces of the world’s most complicated origin-based indirect tax
systems. This complexity often resulted in a cascading effect of tax upon tax.

Keywords: Tax Reforms, Revenue Generation, Administrative Efficiency, Economy Growth

Introduction

SMESs and small taxpayers have benefitted from the GST system with a number of relaxations.
This tax reform will lead to creation of a single national market, common tax base and common tax laws
for the Centre and States. Another very significant feature of GST will be that input tax credit will be
available at every stage of supply for the tax paid at the prior stage of supply. This feature would
moderate pouring or double taxation in a major way. This tax reform will be supported by wide use of
Information Technology through Goods and Services Tax Network (GSTN), which will leadto greater
simplicity intax burden, accountability of the tax administrations of the Centre and the States and also
improve compliance levels at abridged cost of compliance for taxpayers. Studies indicate that
introduction of GST would instantly spur economic growth.

Statement of the Problem

Every major Reform in India trends to be historic when it comes to be. The focus this year is
on long term Capital Gains Tax. There is the argument that the combination of lower interest rates and
Capital Gain Tax basis investment and growth.Goods andServices Tax(GST) replacing multiple taxes the
stage is now open for similar move on direct taxes. In direct taxes, corporate tax and Income tax account
for 51% of the total Revenue.The chance of interest rate reduction is now remote with inflation edging
beyond tax reduction will encourage higher investment.

Objectives
The present study is carried out with the following objectives:

1. To study various aspects of Tax Reforms system in India and to analyze the aspects of Tax
Reforms in developed countries.

2. To examine response from the experts regarding implementation and administration of Tax
Reforms

3. To analyze thecurrent TaxReformsand itsimpact ofadministration ofDirect Taxand Indirect Tax.

4. To study the Problems and Prospects of administration of the Proposed Tax Reforms in the years
to come.
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Scope of the Study

The Present study analyses the Impact of Direct and Indirect Tax Reforms in India. The study
gives some valuable information to India tax system, that theycan helpto improveEconomic
Development as well Growth of India. Review of Literature Das Gupta eta (1995) reported that
collection of income taxes is very low during the years 1979-1990 covering about 2.2% of GDP with an
average per capita income below 35 dollars.He also analyzed empirically the compliance development
over time and found that compliance declined.Over the period 1970-1990 controversy to the positive
trend of the income tax revenue. An increase in the average tax rate reduced tax compliance on the other
hand, tax cuts done in 1975 and 1985 went I line with a higher compliance.Interestingly they found the
prosecution activities are ineffective for increasing compliance. Nagma Shadab (2011) the study mainly
focused in Goods and Services Tax (GST) is a broad based and a single comprehensive tax. In this tax
levied of various level of products.This tax contributing chain of product is applicable. Khalid
Mohmodlodhietal (2013) examine this study impact of capital gains tax on stocks investment in
Pakistan.Whenever there is an increase the value of capital asset realized over its cost it is termed to as
capital gain and tax imposed these off is call capital gain tax.

The study find out that levy of capital gain tax results in lower volume of stock investment and
lesser growth in assets and securities whereas the revenues have also declined as more investments have
declined due to the fears of documentation of small investors by the tax authorities. Jai prakash (2014) in
this study focused on augmentation over the existing union excise duty at the central level and over the
sale tax at the state level while GST is a further enhancement over the existing VAT which is yet to be
implemented most probably in the coming financial year as promise made by our union finance
minister.The new GST will ensure the greater uniformity in the tax rates throughout the country and will
end the cascading effects.The objective this paper is to trace the growth of India’s tax reforms from and
origin-based CST to a proposed destination based GST.

Monika Shearwater (2015) this study examine GST is one of the most crucial tax reforms in
India. Which has been long pending. It was supposed to be implemented from April 2010, but due to
political issues and conflicting interest of various stakeholders it is still pending. It is a comprehensive
tax system that will subsume all indirect taxes of states and central government and unified countries
economy into a seamless national market.It is expected to iron out wrinkles of existing indirect tax
system and a vital role in growth of India.This paper present an overview of GST Concept, explains its
features along with its time line of implementation in India.

Reforms of Direct Exemptions

High rates are a recipe for low tax compliance. A lower rate for lower incomes and high rates
for higher incomes will ensure better balance.The doorstep for income tax needs to be
revisedperiodicallytocountertheeffectsofinflation.An overabundance of exemptionsand deductions,
adding to lawsuit on these, needs to be removed. - Forindividuals, thereshould besimpleformulafor
netincome taxation.Assuming gross incomefromall sourcesisRs.1000; allow 35%forsavings,
32.5%oftheremainingfor consumption. Limit 35% for investments in assets for future business growth.
Hence income chargeable to tax is 71.5%. - For individuals, those earning less than Rs 5 lakh need not be
taxed. Those between this floor and Rs 10 lakh should be taxed at 5%, while income between Rs 10 lakh
and Rs 1 core should be taxedat 10%.The next slabtill Rs10 core should see15% tax.Anything abovethat
would be taxed at 20%. - For corporate, rate should be 10% up to Rs 100 core of chargeable income and
15% between that floor and Rs 500 core. The next slab up to Rs 1,000 core should be taxed 20%. Those
abovel,000 coresshould betaxedat 25%.standards, tax authorities should not have any discretion to
review the basis of accounting. This will ensure avoidance of unnecessary legal disputes.
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Components of Goods and Services Tax (GST)

There are 3 taxes applicable under this system: CGST, SGST & IGST.

e CGST:Collected by the Central Government on an intra-state sale (Egg: transaction happening
within Gujarat)

e SGST: Collected by the State Government on an intra-state sale (Eg: transaction happening
within Gujarat)

e IGST: Collected by the Central Government for inter-state sale (Egg: Rajasthan to Gujarat).
Destination-Based Consider goods manufactured in Rajasthan and are sold to the final consumer
in Gujarat. Since Goods & Service Tax is levied at the point of consumption.

Benefits of Tax Reforms

e One of the most immediate benefits business owners will notice the new tax code is a code is
decrease in the corporate tax rate from 35 % to 21%, which came into effect on January 1 2018.

e As any business owner knows, the costs of starting a new business can be astronomical, so it
should come as a great relief that this burden will be somewhat mitigated in the nest fiscal year.

e Other changes that business can take advantage of involve expenses that they can write off in
order to save even more money on taxes. This includes the full cost of law equipment, interest
paid on loans and charitable contributions. Tax cuts and jobs act increases the amount of money
than can be written off for these expenses and protects these write offs from being rescinded in
the future.

Delimitations of Tax Reforms

1. The Most pressing piece of bad news that comes with this tax cut is an increase in the government
deficit according to the tax foundation, fully implementation these changes to the tax code will
result in a loss of approximately decade.

2. While optimists believe that his loss of revenue will be offset by increased economic grow is
based on conjecture and may be subject to change what won’t change is the loss in revenue,

3. This exact scenario was observed during the financial crisis after 2007. When the housing bubble
burst. Over the subsequent three years, bank loans to businesses decreased at a rate
disporporatinace to all firms by around 10%.

4. A lot of link has been spilled about the tax cuts and jobs act, with some praising the legislation
and many others condemning it. Only time will tell whether this decision was good or bad. The
best course of action for business looking to reap the benefits of this tax reforms is to excide
confidence. Confidence is the number once driver of Economic Growth with a confident
government working well with confident. Business to increase confidence in consumers.

5. Hoping and planning for the best seems to be the best way to make the most out of this exciting
and polarizing event.

Recommendation

The Direct andIndirect Taxes are mainly income generating source of every country. One country
focusing on Tax is proper manner that country is Economically Developed.Tax Evasionand avoid also
reduce to be supportto tax administration. Goods andServices Tax(GST) isthe benefitto micro,small and
medium enterprise arenow less dependent on tax experts when compared to the earlier regime, due to a
simplified return on filling system in place. This Tax Reform will lead to creation of a single market or
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common market tax laws, for the central and states. Technology is main supported by extensive use of
Tax Reforms of India. It is compliance levels at reduce cost of compliance of Tax payers automatically
increase of Economic and also improve the GDP growth.
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Abstract

This study analyzes the Shareholders’ value of 10 IT companies of India for 5 years from the
year 2020 to 2024. The objective of the study is to analyzed Shareholders’ value creation of selected IT
companies using ROE in Dupont model and to study the impact of Net profit margin, Equity Multiplier
and Asset Turnover Ratio on Return on Equity. The findings reveal that Oracle has the highest
profitability but lower asset efficiency, while TCS demonstrates a balanced performance with the highest
ROE and strong asset turnover. Conversely, Tech Mahindra records the lowest ROE and profitability,
indicating weaker financial performance. The results indicate a strong predictive power of the model
suggesting that 89.8% of the variation in ROE is explained by NPM, EM, and ATR. Among the
predictors, NPM has the highest influence (B = 1.021), followed by EM (B = 0.793) and ATR (B =
0.404). These findings highlight that profitability and financial leverage are the most significant drivers
of ROE while asset utilization plays a lesser role. The study provides valuable insights for investors and
financial analysts, emphasizing the importance of maintaining strong profit margins and effective
leverage management to enhance shareholders’ value creation.

Keywords: Shareholders’ Value Creation, Return on Equity, Net Profit Margin, Equity Multiplier, Asset
Turnover Ratio

Introduction:

Shareholder value creation refers to the process of increasing the financial worth of a company
for its shareholders. It is a key concept in corporate governance and strategic management, where the
primary objective of a business is often framed as maximizing the wealth of its shareholders over the
long term. In today’s competitive business environment, shareholders are constantly seeking ways to
maximize their returns on investment. One of the most effective tools for assessing and improving
shareholders’ value is the DuPont analysis. Developed by the DuPont Corporation in the 1920s, this
financial performance framework dissects the key drivers of Return on Equity (ROE) into three main
components: Net Profit Margin, Equity Multiplier and Asset Turnover Ratio. By analyzing these
components, businesses can gain valuable insights into their operational efficiency, profitability, and
financial leverage, all of which directly impact shareholder value.

The Indian Information Technology (IT) sector has emerged as a key driver of economic
growth, contributing significantly to the country’s GDP and employment. With increasing globalization
and digital transformation, IT firms are continuously striving to optimize their financial performance and
enhance shareholders’ value. Given the competitive nature of the industry, financial performance
assessment through DuPont Analysis becomes essential to identify the key drivers of profitability and
efficiency in these companies.

Ultimately, this analysis provides a roadmap for enhancing shareholders’ value through
targeted financial strategies. It is a powerful tool for investors, financial analysts, and corporate managers
who aim to ensure sustainable growth and maximize returns for shareholders. This study aims to explore
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how DuPont analysis can be effectively used to drive shareholders’ value creation and offer practical
insights into its application in the corporate world.

Literature Reviews

The following literature reviews explore the evolution of DuPont analysis and its application in
enhancing shareholder value creation, offering insights from both theoretical and practical perspectives.

Sriram, M. (2020)The study on determinants of Return on Equity was undertaken for BSE 500
companies for a period of three years viz., 2015-2018. DuPont model was used for the study. The
dependent variable was return on equity and the independent variables were profit margin, equity
multiplier and asset turnover. All the three variables were found to be significantly influencing return on
equity. The study found that profit margin was the most significant variable which differentiated top
performers from the rest of the companies.

Bhagyalakshmi, K., & Saraswathi, S. (2019)They analyzed performance evaluation using
DuPont analysis in selected automobile companies through measuring Return on Common Stockholder’s
Equity. The study was conducted on 10 Automobile companies listed in the NSE. Correlation and
regression analysis was done to know whether the relationship among the above variables exists or not
and to know the impact of ROA and EM on ROE. Results revealed that there is a positive relationship
among all the variables except EM and there is significance difference exists in the financial performance
of selected companies with respect to Return on equity and Return on Assets.

M.Pandey & D. Arora (2015)Studied about conceptual and Behavioral aspects of the
Shareholder Value Analysis investigated the relationship between management decision and
Shareholders' value. The study reveals that all management decisions have their contribution in
Shareholders value added. The inter relationship of different decisions with shareholder value which is
considered as Shareholder Value Network.

The Evolution of DuPont Analysis

The original DuPont model was designed to help businesses understand how to improve their
return on equity through a better understanding of profitability and asset utilization. It has since evolved
into a more comprehensive framework, with variations that include additional factors like tax efficiency
and financial leverage (Peavler,2021). The DuPont system was groundbreaking because it provided a
clear linkage between operational efficiency, financial leverage, and profitability, which helped managers
and investors focus on areas that would lead to superior performance (DuPont, 1920).

Components of DuPont Analysis

o Net Profit Margin: The Net profit margin is a measure of a company’s ability to generate
earnings relative to its sales. Studies have shown that higher profit margins are often associated
with better cost control and pricing strategies (Higgins, 1977). Increasing profitability, as
indicated by an improved profit margin, directly contributes to higher ROE, which enhances
shareholder value.

o Equity Multiplier: The equity multiplier reflects a company’s financial leverage, or the extent to
which a company uses debt to finance its assets. A higher equity multiplier suggests that a
company is using more debt in its capital structure, which can amplify returns on equity.
However, it also increases financial risk (Brealey, Myers, & Allen, 2011). The impact of leverage
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on shareholder value depends on the company’s ability to manage debt effectively and ensure that
it leads to higher profitability without jeopardizing financial stability.

o Asset Turnover Ratio: Asset turnover Ratio measures how efficiently a company uses its assets
to generate revenue. Research by Porter (1980) emphasizes the importance of asset management,
noting that companies with higher asset turnover rates tend to operate more efficiently, leading to
better financial returns. Companies can improve asset turnover by optimizing operations and
reducing inefficiencies in production, inventory management, and distribution.

DuPont Analysis in Enhancing Shareholders’ Value

Several studies have shown that DuPont analysis plays a critical role in driving shareholder
value by identifying areas of improvement. By dissecting ROE into its components, managers can better
understand the root causes of high or low performance. For example, Barger (2014) found that
companies with strong profit margins and efficient use of assets tended to generate superior returns for
shareholders. Additionally, Miller and Modigliani’s (1961) theory of capital structure posits that
optimal leverage can enhance shareholder returns, supporting the idea that effective use of financial
leverage, as shown by the equity multiplier, can create value for shareholders.

Objectives of the Study
The following are the main objectives of the study
1. To analysed Shareholders’ value creation of selected IT companies using ROE in Dupont model.
2. To study the impact of Net profit margin, Equity Multiplier and Asset Turnover Ratio on Return
on Equity.

Hypotheses of the study

Ho: There is no significance difference between Net profit margin, Equity Multiplier and Asset
Turnover Ratio on Return on Equity.

H;: There is significance difference between Net profit margin, Equity Multiplier and Asset
Turnover Ratio on Return on Equity.

Research Methodology

The present study was conducted for 10 IT listed companies of India. Such as Tata
Consultancy Service Ltd, Infosys Ltd, HCL Technologies, Wipro Ltd, Tech Mahindra, LTIMindtree Ltd,
Oracle financial Services software Ltd, Persistent Systems Ltd, Coforge Ltd and Mphasis Ltd. Data is
collected for a period of 5 years between 2020 and 2024. Secondary data was gathered from Annual
report of selected companies. The data was collected, edited, coded and fed into excel before being
imported to SPSS for analysis. Descriptive statistics was used in terms of mean and standard deviation.
To study the impact of Net profit margin, Equity Multiplier and Asset Turnover Ratio on Return on
Equity was done through Multiple regression in order to examine the influence of independent variable
on the dependent variable of the selected IT companies.

Data Analysis and Interpretation
Following are the result of Descriptive statistics and Multiple Regression Analysis.

Descriptive statistics
Descriptive statistics is a branch of statistics that focuses on summarizing, organizing, and
presenting data in a meaningful way. It provides simple summaries and visual representations of data
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Mean (Average): Sum of all values divided by the total number of values. Standard Deviation: The
square root of variance, showing how much values deviate from the mean on average.

Table- 5.1: Results of Descriptive Statistics:

Net profit Margin Assets Turnover | Equity Multiplier .
Companies | N b (%) ’ Ratio (x) qy ) b Ret“r“(f,’/f)‘)Eq“‘ty

Mean SD Mean SD Mean SD Mean SD
TCS 5 22.7980 1.88167 1.4740 18582 1.4800 11467 49.5820 7.03735
Infosys 5 20.1960 .99002 1.1080 11432 1.3740 .09072 30.7640 4.96846
HCL 5 25.5500 1.45619 .7960 10213 1.2860 .02881 26.0220 2.91506
Wipro 5 16.9560 3.30113 .7960 .02510 1.4240 .03782 19.1860 4.02908
Tech m 5 11.5580 444211 1.0740 12621 1.3980 .04494 16.7180 4.99662
LTImindtree | 5 14.5680 1.26814 1.4680 14412 1.4500 .04062 31.0160 4.48906
Oracle 5 44.0780 2.00108 .6580 .04604 1.1260 .01342 32.5300 2.02010
Persistent 5 17.8960 2.42071 1.0060 17799 1.2220 .06834 21.6540 2.36435
Coforge 5 17.2180 4.22406 .9700 .09165 1.5780 12558 26.9240 8.95987
Mphasis 5 19.0620 5.19058 1.1360 18147 1.4460 .05273 30.2700 3.01414

The above table no. 5.1 provides insights into how well each IT company manages profitability, asset
efficiency, financial leverage, and shareholder returns for 5 years from 2020 to 2024. Below are the key
interpretations:

e Top Performers: Oracle emerges as the most profitable company with the highest Net Profit
Margin (44.08%), coupled with low variability, indicating strong and stable earnings. However,
its Sales/Total Assets ratio (0.658) is the lowest, suggesting lower asset utilization efficiency.
TCS stands out as a well-rounded performer with high ROE (49.58%), strong Sales/Assets
efficiency (1.474), and solid Net Profit Margin (22.79%), making it a consistent market leader.
HCL and Infosys also perform well with stable profit margins, balanced asset utilization, and
moderate ROE, indicating financial stability.

e Moderate Performers: Wipro, LTIMindtree, and Mphasis Ltd demonstrate moderate
profitability and efficiency. However, Mphasis Ltd shows high variability, suggesting some
inconsistency in performance. LTIMindtree remains stable but does not lead in any key metric.

e Weaker & Volatile Performers: Tech Mahindra consistently ranks among the lowest
performers in Net Profit Margin (11.55%), ROE (16.71%), and Sales/Assets ratio (1.074),
indicating weak profitability and inefficient asset utilization. Coforge Ltd and Persistent exhibit
high variability, meaning their performance is less predictable. Coforge Ltd, in particular, has a
high leverage ratio, suggesting increased risk.

Oracle & TCS are the strongest overall, combining profitability, efficiency, and stability.Infosys
& HCL offer steady but slightly lower performance compared to TCS. Mphasis, Wipro, and Coforge
show fluctuations, indicating some risk.TechM appears to be the weakest performer, struggling with
low profitability and inconsistent returns.

Multiple Regression Analysis

Regression Analysis used to explain the variations in one variable- usually called the
Dependent variable-by a set of independent variables. It identifies nature of the relationship. The number
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of independent variables in regression analysis could be one or more and hence it is called Multiple
Regression analysis.

Table- 5.2: Variables and their Formulas

Financial Variables Formula
Independent Variables Net Profit Margin NPM= Net profit/ Total sales
Equity Multiplier EM= Total Assets/ Shareholders’ equity
Asset Turnover Ratio ATR= Total sales/ Total assets

Return on Equity

Dependent Variables ROE= Net Profit/ Shareholders’ equity

The above table no. 5.2 shows the selected dependent and independent variables for analysis.
The estimated model is listed below:
ROE = By + B * NPM + B, *EM+ B3 * ATR + g;

Table- 5.3: Summary of the Result of Multiple Regressions

Std. Error of . Durbin-
MODEL R R Square the Estimate F Sig Watson
1 0.947 0.898 3.25461 134.270 0.000 0.592

The above table no. 5.3 shows the results of the multiple regression analysis. it indicates a
strong relationship between Return on Equity (ROE) and its predictors: NPM, EM, and ATR. The R-
value of 0.947 suggests a very strong correlation between the independent variables and ROE, while the
R? value of 0.898 indicates that 89.8% of the variation in ROE is explained by NPM, EM, and ATR. This
demonstrates that the selected financial ratios are highly influential in determining a firm's profitability.
The F-statistic of 134.270 with a significance level (p-value) of 0.000 confirms that the overall regression
model is statistically significant, meaning that the independent variables collectively have a meaningful
impact on ROE. The standard error of the estimate (3.25461) suggests that the predicted values of ROE,
on average, deviate by this amount from the actual values. However, the Durbin-Watson statistic of
0.592 raises concerns regarding positive autocorrelation in the residuals.

Table- 5.4: Coefficients”

Model Unstandardized Coefficients %22?32?5;? ¢ Sig.
B Std. Error Beta
(Constant) -62.066 6.542 -9.487 .000
| NPM 1.109 .066 1.021 16.792 .000
EM 27.453 2.063 793 13.305 .000
ATR 27911 4.458 404 6.261 .000

The above table no. 5.4 shows the unstandardized and standardized coefficients for each
predictor, as well as their significance in the regression model. The estimated regression equation
(ROE=-62.066+1.109xNPM+27.453xEM+27.911xATR+ &) suggests that these financial ratios
significantly influence ROE. The NPM coefficient (B = 1.109, p = 0.000) implies that a 1% increase in
profitability raises ROE by 1.109%, showing the direct effect of profit margins on shareholder returns.
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The EM coefficient (B = 27.453, p = 0.000) indicates that financial leverage significantly boosts ROE,
meaning firms with higher leverage tend to generate greater returns. Likewise, the ATR coefficient (B =
27911, p = 0.000) suggests that higher asset efficiency contributes to improved profitability. All
independent variables are statistically significant (p = 0.000), confirming their strong impact on ROE.
Among them, EM has the highest influence (B = 0.793), followed by ATR (B = 0.404) and NPM.
However, the low Durbin-Watson statistic (0.592) raises concerns about possible autocorrelation, which
requires further diagnostic testing.
Chart- 5.1: Scatter plots with regression lines

Net Profit Margin vs ROE Equity Multiplier vs ROE Asset Turnover Ratio vs ROE
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The above Chart no. 5.1 shows the scatter plots with regression lines showing the relationships
between Return on Equity (ROE) and its predictors:

e Net Profit Margin (NPM) vs ROE — Strong positive correlation; higher NPM leads to higher
ROE.

e Equity Multiplier (EM) vs ROE- Significant positive relationship, confirming that leverage
impacts ROE.

e Asset Turnover Ratio (ATR) vs ROE — Positive impact, but not as strong as NPM or EM.

Thus, above analysis shows that NPM, EM, and ATR all positively influence ROE. Among these,
NPM has the strongest impact on ROE, followed by EM and ATR. All the predictors are statistically
significant, with very low p-values (0.000), indicating strong evidence against the null hypothesis.
Therefore, the null hypothesis that these variables do not significantly predict ROE can be rejected.

Conclusion

TCS is the most balanced company, excelling in ROE, profitability, and asset efficiency. Oracle
is highly profitable but inefficient in asset turnover, likely due to a different revenue model. Tech
Mahindra and Wipro struggle with profitability and efficiency, requiring strategic improvements.
Coforge and LTIMindtree have higher financial leverage, meaning higher potential returns but increased
risk. Oracle maintains a conservative financial structure, ensuring stability over aggressive growth. The
multiple regression analysis demonstrates that Net Profit Margin (NPM), Equity Multiplier (EM), and
Asset Turnover Ratio (ATR) significantly influence Return on Equity (ROE). The model exhibits a
strong fit (R* = 0.898), explaining 89.8% of the variance in ROE, and is statistically significant (F =
134.270, p = 0.000). Among the predictors, NPM has the strongest impact on ROE ( = 1.021),
indicating that profitability plays a crucial role in enhancing shareholder returns. EM also contributes
positively (B = 0.793), suggesting that increased financial leverage improves ROE, while ATR has a
smaller yet significant impact (B = 0.404), reinforcing the importance of asset efficiency. Overall, the
findings highlight that improving profitability, leverage, and asset efficiency can drive higher ROE,
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making them key focus areas for financial decision-making and shareholders’ value creation. and
improving profitability (NPM), leveraging financial resources (EM), and enhancing asset efficiency
(ATR) can significantly boost ROE.

References

Bhagyalakshmi, K., & Saraswathi, S. (2019). A study on financial performance evaluation using
DuPont analysis in select automobile companies. International Journal of Management,
Technology and Engineering, 9(1), 354-362.

Bhardwaj, N., & Rao, P. (2018). Financial performance analysis of Indian IT companies: A DuPont
model approach. *International Journal of Financial Studies, 6*(2), 45-59.

Sriram, M. (2020) Determinants of RoE using DuPont Analysis-A Study of BSE 500 companies.

Pandey, M., & Arora, D. (2015). Shareholder Value Analysis: A Review. International Journal of
Science and Research, 4(5), 2129-2132.

Soliman, M. T. (2008). The use of DuPont analysis by market participants. *The Accounting Review,
83*(3), 823-853.

Barger, R. (2014). Return on Equity and Corporate Performance. Journal of Financial Analysis, 39(4),
112-125.

Brealey, R., Myers, S., & Allen, F. (2011). Principles of Corporate Finance. McGraw-Hill.

Chen, G., & Lee, C. (2010). The Role of DuPont Analysis in Financial Decision Making. Corporate
Finance Review, 15(3), 45-56.

Cohen, J., & Cohn, D. (2011). Addressing Autocorrelation in Financial Data. Financial Research
Journal, 23(2), 80-93.

DuPont. (1920). DuPont and the Development of the ROE Framework. Journal of Business, 5(2), 3-12.

Fraser, L., & Ormiston, A. (2016). Understanding Financial Statements. Pearson Education.

Higgins, R. (1977). Analysis for Financial Management. McGraw-Hill.

Kaplan, R., & Norton, D. (1992). The Balanced Scorecard: Measures That Drive Performance. Harvard
Business Review, 70(1), 71-79.

Kaplan, R., & Norton, D. (1996). The Strategy-Focused Organization. Harvard Business School Press.

Miller, M., & Modigliani, F. (1961). Dividend Policy, Growth, and the Valuation of Shares. Journal of
Business, 34(4), 411-433.

Porter, M. (1980). Competitive Strategy: Techniques for Analyzing Industries and Competitors. Free
Press.

80

—
| —



Devm@w RESEARCH REVIEW Vol.2, Issue: 149, March 2025

Special Issue .7 2
The Academic Research Issue

i

ISSN: 2321-4708 Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

PROFITABILITY ANALYSIS OF SELECTED PETROLEUM REFINERIES IN INDIA
By
Chirag V. Ram
Research Scholar

Kadi Sarva Vishwavidyalaya University, Gandhinagar, Gujarat

&

Dr. Jignesh J. Patel
Asst. Professor (HOD)

Ashvinbhai A. Patel Commerce College, Gandhinagar, Gujarat.

Abstract

Petroleum refinery increases refinery capacity and India is also focusing on building planned
petroleum reserves to ensure energy security. New reserves are being planned and existing petroleum
refineries are being planned expanded. In this study Analysis the profitability of selected petroleum
refineries in India like BPCL (Bharat Petroleum Corporation Limited), HPCL (Hindustan Petroleum
Corporation Limited), IOCL (Indian Oil Corporation Limited), Oil and Natural Gas Corporation
(ONGC), And Chennai Petroleum Corporation Limited(CPCL) for the study or the period of 2019 -20 to
2023-2024 using profitability ratio analysis statistical tool that uses a one-way ANOVA test with a 5%
significance level. As Hypotheses study examine there is no Signiant deference significant difference
between Operating Profit Margin Ratios, Gross Profit Margin, Net Profit Margin, Return on Net Worth
(RONW), Return on Capital Employed (ROCE), Return on Assets (ROA), in selected petroleum
refineries in India, included in the main conclusions of the study, ONGC (Oil and Natural Gas
Corporation) is showing good performance and Chennai Petroleum Corporation Limited needs to
improve its performance.

Keywords: Profitability Ratio, Gross Profit Margin(GP), Return on Assets (ROA), Net Profit
Margin(NP), Return on Net Worth (RONW), Return on Capital Employed (ROCE), Operating Profit
Margin and Petroleum Refineries

Introduction

After the pandemic Indian Economy growing firstly, and demanding crude oil petrol diesel, and
natural gas, Bharat Petroleum Corporation Limited (BPCL) plans to increase its capital expenditure by
42% to 18,500 crore for the fiscal year 2025-26. This significant investment will focus on growing the
company's refining and petrochemical capacity. Oil and Natural Gas Corporation (ONGC) and Indian Oil
(IOL) maintain similar expanse levels, while GAIL plans to reduce its expanse. Overall, state-run oil
companies' investments in petrochemicals will see a small drop.

Indian Oil Corporation (IOC) plans to increase its refineries in Barauni, Gujarat, and Panipat by
the end of December 2025. These developments, which face hold up due to global events such as the
Ukraine crisis and the COVID pandemic, will significantly improve the refineries' capacities. mostly, the
Barauni refinery's capacity will increase to 9 MMTPA, the Panipat refinery will increase in capacity to
25 MMTPA, and the Gujarat refinery will reach 18 MMTPA.

BPCL make plans to invest § 11 billion dollars in a new refinery and petroleum project in Andhra
Pradesh(AP) to meet the rising fuel demand and position India as a significant refining hub. This
investment lines up with India's aim to grow into a developed country by 2047, with a mostly increase in
primary energy demand and GDP.

Chennai Petroleum Corp Ltd plans to build a 1,80,000 barrels per day (bpd) refinery at
Nagapattinam in Tamil Nadu by the end of 2027, delayed by two years from the complete target. The
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joint venture, with Indian Oil Corp holding a 75% stake, is waiting for government approval for a new
equity layout. The project cost has been revised to about 236,400 crores ($4.36 billion), with 66%
invested via debt.

India the third largest refinery feeder country in the world today has a refining capacity of 256.8
MMTPA as of April 2024, this puts India as the second largest in Asia. There are 22 operational
refineries in the country, and 34.3% of the capacity is held by private firms. Major expansions include
the Cauvery Basin Refinery (1 to 9 MMTPA), Numaligarh Refinery (3 to 9 MMTPA), and HPCL
Rajasthan Refinery (planned 9 MMTPA).

As of see petroleum refinery increases refinery capacity and India is also focusing on building
strategic petroleum reserves to ensure energy security. New reserves are being planned and existing
petroleum refinery are being expanded

Literature Review

S. Revathy, Dr. V. Santhi (2016) - researcher reviewed the impact of capital structure on
profitability of the manufacturing companies in India and researcher also tried to show the suggested
relationship between capital structure variables and profitability as well as the way in which they
influence business revenue. According to this study, the capital structure variable and profitability have a
strong one-to-one relationship, and the growth of the debt-to-equity ratio has a negative impact on the
profit of manufacturing companies listed on the Stock Exchange of Bombay in India.

Partha Ghosh (2018)- The Researcher has reviewed that this study of comparative financial
performance between two selected oil refineries in India like BPCL and HPCL for a period from 2005 to
2018. Observing and testing the inter-firm comparison is another of its goals. The objective of this
research is to determine whether or not there were any notable variations in the sample firms' financial
standing and performance across the study period. Significant findings were drawn using statistical
methods including mean and variance as well as the F test hypothesis. The financial performance of two
chosen oil refineries does not significantly differ, according to the researchers' findings.

Priyanka D. Meghanathi and Alok Kumar Chakrawal(2021) - have conducted a Study on An
Analytical Study of Liquidity and Profitability: An analysis of Selected Oil and Gas Companies in India
for the period of 2016-17 to 2020-21.the researchers analyzed sample Reliance, ONGC, IOCL, BPCL
and GAIL with Current Ratio, Quick Ratio, Net Profit Ratio, Return on Capital Employed, and One-Way
ANOVA as Statistical Tools and conclude that no significant difference in Current Ratio and return on
capital employed ratio.and thar significant difference in Quick and Net Profit and overall GAIL has the
best average liquidity, while ONGC has the lowest during the study period

Durga Pada Mal, Dr Parimalendu Bandyopadhyay(2024) has conducted a study on the liquidity
and profitability of a chosen cement sector in India This research discusses the secondary data analysis
and understanding of various of liquidity and profitability ratios for the period 2009-10 to 2019-20. It
was discovered that The study employs statistical tools like averages, standard deviations, and
percentages of select ratios. The Spearman Rank Correlation Coefficient assesses the correlation between
Motaal Liquidity Rank and ROCE Rank. The Shapiro-Wilks W test confirms data normality. These
analyses help understand of their relationship and significance.

Problem of statement

Petroleum refinery has increased capacity after 2021, Is it true that with increasing demand, there
is also an increase in profitability and profit stability? In This study research examines the profitability of
selected Indian petroleum refineries.
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Objectives of the study

The researcher Examines Profitability Ratios like Operating Profit Margin, Gross Profit Margin,
Net Profit Margin, return on Net Worth (RONW), and Return on Capital Employed, (ROCE) Return on
Assets (ROA), and ANOVA for the period of 2019 -20 to 2023-2024. The Researcher selected as Sample
major petroleum refineries in the Indian market like BPCL (Bharat Petroleum Corporation Limited),
HPCL (Hindustan Petroleum Corporation Limited), IOCL (Indian Oil Corporation Limited), ONGC (Oil
and Natural Gas Corporation), And CPCL (Chennai Petroleum Corporation Limited)

Hypotheses of this study

HO = There is no significant difference in Operating Profit Margin Ratios in selected petroleum refineries
HO = There is no significant difference in Gross Profit Margin Ratios in selected petroleum refineries

HO = There is no significant difference in Net Profit Margin Ratios in selected petroleum refineries

HO = There is no significant difference in Return On Net Worth Ratios in selected petroleum refineries
HO = There is no significant difference in Return on Capital Employed Ratios in selected petroleum
refineries

HO = There is no significant difference in Return on Assets Employed Ratios in selected petroleum
refineries

Analysis and Result
This Study is based on Secondary Data Collected from the Monycontral.com Website for the
period of 2019 -20 to 2023-2024. And Analysis Data by one-way ANOVA test using

e Operating Profit Margin (%)
Operating Profit = Operating Revenue - Operating Expenses

Table 1
Operating Profit Margin(%) BPCL HPCL I0CL ONGC CPCL
2019-20 233 1.90 3.87 13.13 -5.81
2020 - 21 7.36 6.83 10.06 16.27 8.95
2021 -22 4.46 291 7.22 16.42 6.28
2022 -23 2.31 -1.70 2.65 12.53 7.42
2023 -24 9.85 5.72 8.96 17.97 6.74
Mix. 9.85 6.83 10.06 17.97 8.95
Avg. 5.26 3.13 6.55 15.26 4.72
Min. 2.31 -1.70 2.65 12.53 -5.81
Variance 10.85137 11.32207 10.24237 5.42488 35.64443

Operating Profit Margin(%)




RESEARCH REVIEW  Vol2,Issue: 149, March 2025

Special Issue ==

The Academic Research Issue

Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

ISSN: 2321-4708

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

As summarized in the table, ONGC recorded the highest average operating profit margin during
the study period (2019-20 to 2023-24) at an average of 15.26%, with a maximum of 17.97%. In
difference, HPCL had the lowest operating profit margin, with a maximum of 6.83% and an average of
3.13%. Additionally, CPCL showed the highest variance in operating profit margin at 35.6444, while
ONGC had the lowest variance at 5.42488, ONCG showing stability and the Highest operating profit
margin ratio in this study. In 5% level of significance statistical using ANOVA one-way Test getting this

Result
Table 1
sowve | st | Dt | i [ o | raae | oo
Between 458.4601 4 114.6150 7.7985 0.0006 2.8661
Within 293.9405 20 14.6970
Total 752.4006 24

In conclusion from the ANOVA test Table Value of the F ratio is 7.7985 And the F Critical value
is 2.8661, The F ratio highest then F Critical Value. Then hypothesis is not accepted there is a significant
difference in operating profit margin ratio between selected petroleum refineries, In the chart we can
clearly see that ONGC's operating profit margin is not in line with the operating profit margins of other
refineries.

e Gross Profit Margin %
Gross Profit Margin %= (Total Revenue - Cost of goods sold) *100/Total Revenue

Table 2
Gross Profit Margin(%) BPCL HPCL IOCL ONGC CPCL
2019 - 20 1.00 0.67 2.06 6.41 -7.22
2020 - 21 5.65 5.31 7.47 7.87 6.88
2021 -22 3.15 1.77 5.38 10.78 5.11
2022 -23 0.97 -2.69 1.23 8.06 6.67
2023 -24 8.34 4.44 7.08 12.52 5.82
Mix 8.34 5.31 7.47 12.52 6.88
Avg 3.82 1.90 4.64 9.13 3.45
Min 0.97 -2.69 1.23 6.41 -7.22
Variance 10.0758 10.1694 8.1986 6.0864 36.0887
Gross Profit Margin(%4)
5.00 —
o ':u-q = e 1A
5.00 - T
—BPCL HPCL I0CL ONGE e CPCL
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Analysis of Gross Profit Margin during the study period (2019-20 to 2023-24) The Highest Gross
Profit margin Shown by ONGC Maximum is 12.52% and average 9.13%.The minimum Gross Profit
margin is negative -7.22% of CPCL 2019-20 And the average Five year lowest Gross Profit margin is
HPCL 1.90% And in stability, Variance Then We show minimum Variance Of ONGC 6.0864 it mines
ONGC Gross Profit margin maintain Stability And we see Vary high variance 36.0887 of CPCL Its
mines lowest Stability in Gross Profit margin of CPCL And Then Second Last highest variance is
10.1694 of HPCL it mines Gross Profit margin Show very unstable in CPCL AND HPCL. In 5% level of
significance statistical using ANOV A one-way Test getting this Result

sowe | ot | ot | g | rrai | v | T
Between 148.5866 4 37.1467 2.6301 0.0649 2.8661
Within 282.4754 20 14.1238

Total 431.0620 24

In conclusion from the ANOVA test Table Value of the F ratio is 2.6301 And the F Critical value
is 2.8661, The F ratio less then F Critical Value. Then hypothesis is accepted there is a no significant
difference in gross profit margin ratio between selected petroleum refineries in India

e Net Profit Margin (%)

Net Profit Margin (%) = (Total Revenue - Total Expenses (including operating costs, taxes,

interest, and other expenses)) *100/Total Revenue

Table 3
Net Profit Margin(%) BPCL HPCL IOCL ONGC CPCL
2019 - 20 0.94 0.98 0.27 2.72 -5.59
2020 - 21 8.18 4.57 5.77 5.34 1.05
2021 -22 242 1.82 4.04 9.26 3.09
2022 -23 0.39 -2.03 0.98 5.60 4.60
2023 -24 5.95 3.38 5.11 8.32 4.08
Mix 8.18 4.57 5.77 9.26 4.60
Avg 3.58 1.74 3.23 6.25 1.45
Min 0.39 -2.03 0.27 2.72 -5.59
Variance 11.3170 6.3738 6.1165 6.7641 17.3126
Net Profit Margin(%)
5.00 —
j-“ | 2027 - 23 2023 -24
— T F HPCL oCL ONGC e CPCL

Analysis of Net Profit Margin during the study period (2019-20 to 2023-24) Highest Net Profit
margin Shown of ONGC Maximum 9.26% and average 6.25% .Minimum Net Profit margin is negative -
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5.59 % of CPCL 2019-20 And the average Five year lowest Net Profit margin is HPCL 1.74% And in
stability, Variance Then We show Minimum Variance Of IOCL 6.1165 it mines IOCL Net Profit margin
maintain Stability And we see Vary high variance 17.3126 of CPCL Its mines lowest Stability in Net
Profit margin of CPCL And Then Second Last highest variance is 11.3170 of BPCL it mines Net Profit
margin Show very unstable in CPCL AND BPCL . In 5% level of significance statistical using ANOVA
one-way Test getting this Result

sowe | st | T | trwio | pae | T
Between 73.0849 4 18.2712 1.9079 0.1485 2.8661
Within 191.5366 20 9.5768

Total 264.6215 24

In conclusion from the ANOVA test Table Value of the F ratio is 1.9079 And the F Critical value
is 2.8661, The F ratio less then F Critical Value. Then hypothesis is accepted there is a no significant
difference in Net profit margin ratio between selected petroleum refineries in India Also We see in chart
All selected petroleum refinery Net profit margin ratio in line with Other selected petroleum refinery Net
profit margin ratio

e Return On Capital Employed (ROCE) (%)
ROCE% = (Earnings Before Interest and Tax (like Operating Profit)) / (Total Capital Employed
(like “Total Assets Less Current Liabilities” or “Equity + Long-Term Debt)) * 100

Table 4
Return On Capital Employed(%) BPCL HPCL IOCL ONGC CPCL
2019 -20 8.30 5.42 6.58 11.16 -26.34
2020 - 21 23.08 19.41 15.84 10.05 16.36
2021 -22 18.77 11.20 15.10 16.45 18.68
2022 -23 7.73 -10.60 6.22 14.40 48.86
2023 - 24 42.61 21.39 20.35 18.89 34.19
Mix 42.61 21.39 20.35 18.89 48.86
Avg 20.10 9.36 12.82 14.19 18.35
Min 7.73 -10.60 6.22 10.05 -26.34
Variance 202.4016 165.7585 38.3793 13.3906 795.7577
Return On Capital Employed(%)
60.00
2000 —_— 2l
o 21 2021 - 22 ﬁ':’:':‘-zf:z;- 2023 -24
— = HPCL 1OCL ONGC e CPCL

Analysis of Return On Capital Employed ratio during the study period (2019-20 to 2023-24)
Highest Return On Capital Employed ratio Shown of CPCL Maximum 48.86% and in average Highest
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Return On Capital Employed ratio Showing 20.10% of BPCL .Minimum Return On Capital Employed
ratio is negative -26.34 % of CPCL 2019-20 And the average Five year lowest Return On Capital
Employed ratio is HPCL 9.36% And in stability, We show Minimum Variance Of ONGC 13.3906 it
mines ONGC Return On Capital Employed ratio maintain Stability And we see Vary high variance
795.7577% of CPCL Its mines lowest Stability in Return On Capital Employed of CPCL And Then
Second Last highest variance is 202.4016% of BPCL it mines Return On Capital Employed ratio Show
very unstable in CPCL AND BPCL . In 5% level of significance statistical using ANOVA one-way Test
getting this Result

sows | st | et | e | Fraio | puae | Fomd
Between 371.9367 4 92.9842 0.3824 0.8185 2.8661
Within 4862.7507 20 243.1375

Total 5234.6874 24

In conclusion from the ANOVA test Table Value of the F ratio is 0.3824 And the F Critical value
is 2.8661, The F ratio less then F Critical Value. Then hypothesis is accepted there is a no significant
difference in Return On Capital Employed ratio between selected petroleum refineries in India Also We
see in chart All selected petroleum refinery Return On Capital Employed ratio in line with Other selected
petroleum refinery Return On Capital Employed ratio

e Return On Net Worth(RONW) (%)
(RONW)% = Profit after tax (PAT) / (“Total assets - Total liabilities” or “Share Capital +
Reserves & Surplus™) * 100

Table 5
Return On Net Worth(%) BPCL HPCL I0CL ONGC CPCL
2019 - 20 8.07 9.10 1.40 5.26 -174.25
2020 - 21 35.46 29.46 19.76 7.35 16.67
2021 -22 17.69 16.50 18.42 17.54 48.11
2022 -23 3.59 -32.38 6.11 12.62 56.26
2023 - 24 35.71 35.81 22.41 14.60 31.55
Mix 35.71 35.81 22.41 17.54 56.26
Avg 20.10 11.70 13.62 11.47 -4.33
Min 3.59 -32.38 1.40 5.26 -174.25
Variance 225.6777 717.3890 85.9331 25.8757 9255.5706
Return On Net Worth(%)
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Analysis of Return On Net Worth during the study period (2019-20 to 2023-24) Highest Return
On Net Worth ratio Shown of CPCL Maximum 56.26 % in 2022- 23 and average Highest Return On Net
Worth ratio Showing 20.10% of BPCL .Minimum Return On Net Worth ratio is negative -174.25 % of
CPCL 2019-20 And the average Five year lowest Return On Net Worth ratio is CPCL -4.33 % And in
stability, We show Minimum Variance Of ONGC 25.8757 it mines ONGC Return On Net Worth ratio
maintain Stability And we see Vary high variance 9255.5706 of CPCL Its mines lowest Stability in
Return On Net Worth of CPCL And Then Second Last highest variance is 717.389 of HPCL it mines
Return On Net Worth ratio Show very unstable in CPCL AND HPCL .In 5% level of significance
statistical using ANOVA one-way Test getting this Result

sows | sl | e[ e | rwai | b | Tt
Between 1621.7125 4 405.4281 0.1966 0.9373 2.8661
Within 41241.7842 20 2062.0892

Total 42863.4967 24

In conclusion from the ANOVA test Table Value of the F ratio is 0.1966 And the F Critical value
is 2.8661, The F ratio less then F Critical Value. Then hypothesis is accepted there is a no significant
difference in Return On Net Worth ratio between selected petroleum refineries in India Also We see in
chart All selected petroleum refinery Return On Net Worth ratio in line with Other selected petroleum
refinery Return On Net Worth ratio

e Return on Assets (ROA) (%)
ROA%= Profit after tax (PAT) *100 / Total Assets

Table 6
Return on Assets (%) BPCL HPCL I0CL ONGC CPCL
2019 - 20 168.87 190.06 102.13 177.67 80.07
2020 - 21 256.52 249.21 120.36 192.84 95.67
2021 -22 233.25 272.65 143.00 225.22 187.38
2022 -23 244.18 195.36 97.85 239.47 421.79
2023 -24 344.24 289.24 128.32 290.21 577.05
Mix 344.24 289.24 143.00 290.21 577.05
Avg 249.41 239.30 118.33 225.08 272.39
Min 168.87 190.06 97.85 177.67 80.07
Variance 3954.6178 | 2014.9338 | 348.6001 1934.0336 | 47645.4291

b R R

Return on Assets %4

CPCL
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Analysis of Return On Assets during the study period (2019-20 to 2023-24) Highest Return On
Assets Ratio Shown of CPCL Maximum 577.05 % in 2023- 24. and average Highest Return On Assets
ratio Showing 272.39% of CPCL .Minimum And lowest Return On Assets ratio is 80.07 % of CPCL
2019-20 And the average Five year lowest Return On Net Worth ratio is IOCL 118.33 % And in
stability, We show Minimum Variance Of IOCL 34860 it mines [OCL Return On Assets ratio maintain
Stability And we see Vary high variance 47645.4291 of CPCL Its mines lowest Stability in Return On
Assets of CPCL And Then Second Last highest variance is 3954.6178 of BPCL it mines Return On
Assets ratio Show very unstable in CPCL AND BPCL .In 5% level of significance statistical using
ANOVA one-way Test getting this Result

sows | ot | ot | e | rrai | pane | P
Between 71703.7554 4 17925.9388 1.6035 0.2123 2.8661
Within 223590.4574 20 11179.5229

Total 295294.2128 24

In conclusion from the ANOVA test Table Value of the F ratio is 1.6035 And the F Critical value
is 2.8661, The F ratio less then F Critical Value. Then hypothesis is accepted there is a no significant
difference in Return On Assets ratio between selected petroleum refineries in India Also We see in chart
All selected petroleum refinery Return On Assets ratio in line with Other selected petroleum refinery
Return On Assets ratio

Conclusion

Ratio F- Value P-value F critical value Hypotheses

Operating Profit Margin(%) 7.7985 0.0006 2.8661 Rejected

Gross Profit Margin(%) 2.6301 0.0649 2.8661 Accepted

Net Profit Margin(%) 1.9079 0.1485 2.8661 Accepted

Return On Capital Employed(%) 0.3824 0.8185 2.8661 Accepted

Return On Net Worth(%) 0.1966 0.9373 2.8661 Accepted

Return on Assets (%) 1.6035 0.2123 2.8661 Accepted

The analysis shows that only the Operating Profit Margin (%) differs significantly (P-value =
0.0006), showing hypothesis rejection. All other financial ratios, as well as Gross Profit Margin(GP),
Return on Assets (ROA), Net Profit Margin(NP), Return on Net Worth (RONW), Return on Capital
Employed (ROCE), Operating Profit Margin, have P-values above 0.05, showing no significant
differences. This suggests that ONGC’s operating profit margin is removed from industry trends, while
other financial ratios are showing no significant differences in other selected petroleum refineries in India
because ONGC's operating profit margin showing very high operating profit margins does not line up
with the operating profit margins of other refineries. The highest P-value 0.9373 shows the Return on Net
Worth ratio. Profitability and efficiency ratios, except for the operating margin, are stable in the group of
selected petroleum refineries in India

Overall We see the Good performance of ONCG compared to Other selected petroleum refineries
in India also see Good stability in the Profitability margin ratio. CPCL Need to Improve its performance
as compared to other selected petroleum refineries in India
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Abstract
The emergence of cloud computing technologies has fundamentally transformed global
accounting practices, empowering Chartered Accountants (CAs) with advanced tools that significantly
improve operational efficiency, accessibility, and collaborative efforts. This research investigates the
perceptions surrounding cloud accounting among CAs in Ahmedabad, concentrating on their level of
awareness, the extent of adoption, and the determinants that shape their attitudes. A mixed-methods
research design was employed, incorporating both surveys and interviews.

The results indicate that, although a considerable segment of CAs is cognizant of platforms such
as QuickBooks, Zoho Books, and Tally on Cloud, the actual adoption rate remains moderate. The
advantages of real-time financial analytics, enhanced client collaboration, and automation of tasks are
broadly acknowledged. Nevertheless, significant obstacles, including apprehensions regarding data
security, insufficient technical expertise, and the initial financial outlay, impede wider adoption. Larger
accounting firms exhibit a greater inclination toward adopting cloud accounting compared to their
smaller counterparts, thus revealing regional variations within the city of Ahmedabad.

This study emphasizes the imperative for targeted interventions, such as specialized training initiatives
and regionally tailored solutions, to mitigate the challenges encountered by CAs. The results contribute
to a deeper comprehension of the regional dynamics influencing cloud accounting adoption.

Keywords: Cloud Accounting Adoption Barriers, Perception Analysis, Technological Adaptation,
Financial Decision-Making, User perception.

Introduction

The swift progression of digital technology has profoundly influenced the accounting profession,
with cloud accounting emerging as a pivotal innovation. Cloud accounting facilitates the storage, access,
and processing of financial data via online platforms, thereby enabling real-time collaboration,
automation, and enhanced cost-efficiency. As enterprises increasingly transition towards digital
solutions, Chartered Accountants (CAs) assume a vital role in the adoption and endorsement of cloud-
based accounting systems.

Ahmedabad, recognized as a significant financial centre in Gujarat, encompasses a heterogeneous
array of accounting firms, which range from conventional practices to technologically advanced
enterprises. Although cloud accounting presents numerous advantages, including enhanced accessibility,
automated procedures, and seamless integration with other financial instruments, its uptake among CAs
in Ahmedabad exhibits considerable variability. Factors such as awareness, technological proficiency,
cost implications, and concerns regarding data security shape their perspectives and readiness to shift
from traditional accounting methodologies to cloud-based solutions.

Cloud accounting has transformed how businesses manage their finances by offering internet-
based solutions that are accessible, cost-effective, and scalable. This shift is impacting accounting
practices, particularly in dynamic cities like Ahmedabad, India.
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Chartered accountants (CAs) in Ahmedabad play a vital role in guiding businesses financially.
Understanding their views on cloud accounting is crucial, as it reveals their readiness to adopt these
technologies.

Several factors influence their perception, including their technological skills, concerns about data
security, client preferences, and regulatory requirements. While many recognize the potential benefits of
cloud accounting, concerns about cybersecurity, data privacy, and costs remain.

This research aims to investigate CAs’ perspectives on cloud accounting in Ahmedabad,
examining their readiness, challenges, and opportunities. The findings will shed light on the factors
driving or hindering cloud accounting adoption, providing valuable insights for policymakers,
technology providers, and accounting professionals. This research endeavour seeks to examine the
perceptions of CAs in Ahmedabad concerning cloud accounting, delving into their levels of awareness,
patterns of adoption, and the obstacles they encounter. By elucidating these factors, the study aspires to
furnish insights into the potential for improved integration of cloud accounting within the accounting
profession and the strategies that may be employed to promote its broader acceptance.

Literature Review

Security and
reliability of
financial data.
2.Independent
Variables:
Awareness and
knowledge of
cloud accounting
among
accountants.
Perceived benefits
of cloud
accounting .
Risks and
challenges.
Government and
organizational
policies on
technology
adoption.

Sr.No TITLE AU;:IR(/;ER S Variable Year Tools Findings
Cloud Accounting | Firas Nabeel 1. Dependent 2024 | Used secondary Cloud accounting
and its Adoption AlSulaimi, Nurs | Variables: through textbook, | enhances operational
in Sultanate of Ahmed Al Adoption of cloud research article, efficiency, cost
Oman Magbali, Malak accounting government savings, and data

Sulaiman Al systems. reports . accessibility while
Hashami, Efficiency in addressing
Mohammed accounting scalability and
Babiker , operations. automation needs.
Mohammed Cost-effectiveness However, security
Ahmed and scalability. risks, internet

dependency, and
resistance to
adoption are key
challenges.
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Cloud Accounting | Dr. Bhavik .U. Dependent 2024 | To collect the This study
Adoption among Swadia. Variable : primary data ,
Chartered Cloud Accounting structured explained the
Accountants: A Adoption . questionnaire
Study on Independent was given 230 association
Perceived Variables: These CA.
Challenges and are factors that between
Growth may influence
Opportunities adoption: demographic
1.Perceived
Challenges profiles and
Security Concerns perceptions
Data Privacy toward cloud
Issues accounting and
Implementation
Costs also explained
Technical
Complexity how
Resistance to
Change demographic
2.Growth
Opportunities factors
Cost Savings
Ease of Access & motivated the
Flexibility
Improved understanding
Decision-Making
Regulatory and acceptance
Compliance
Benefits of cloud
Competitive
Advantage accounting
3.0Other Possible
Factors among CAs and
Awareness &
Knowledge about explained that
Cloud Accounting
Firm Size & younger CA or
Financial
Resources more
Technological
Readiness experienced
Government
Regulations & responders
Policies
more open with
new technology
ANALYSIS OF Sulina Zebua, The dependent 2023 | Primary data was | The study found that
FACTORS Rindang Widuri variable: collected through | top management
AFFECTING perceived 175 accounting support,
ADOPTION OF usefulness, staff with help of | organizational
CLOUD perceived ease of questionnaire, competency, service
ACCOUNTING use , intention to correlation quality, and system
IN INDONESIA use , Adoption . analysis , quality positively
Independent regression effected the adoption
variable :Top. analysis, and of cloud accounting
Management descriptive in Indonesia.
support, statistics use
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organizational
competency,
service quality.
Intention to Use Fernando E.R.M. | Dependent 2023 | Used The study explained
Cloud-Based and Jayasinghe Variable: Structured that perceived
Accounting: J.A.G.P. Intention to Use Questionnaire to usefulness, ease of
Perspective of Cloud-Based collect the data, use, trust, and
Accounting Accounting. used Statistical awareness
Professionals in Independent Software like significantly
Sri Lanka Variables: SPSS, influence accounting
Perceived Descriptive professionals'
4 Usefulness. Statistics. intention to adopt
Perceived Ease of Correlation cloud-based
Use. Analysis. accounting.
Trust. Regression Enhancing these
Awareness. Analysis. factors can increase
Cronbach’s adoption and bridge
Alpha. Skewness | the gap between
and Kurtosis. awareness and usage.
Impact of Cloud 1. Trina Saha Dependent 2020 | A structured The study found that
Accounting on 2. Sumon Kumar | variable: questionnaire with | cloud accounting
Organizational Das Organizational 5 point Likert relatively impacts
Performance and 3. Md. Moshiur Performance scale, sample size | organizational
Traditional Rahman (positive impact) 300,KMO and performance,
Accounting 4. Fahimul Kader | Traditional Bartlett’s enhancing efficiency
Systems: Siddique. Accounting Cronbach Alpha, | and decision-
5. Prospects and 5.Mohammad System (negative regression making, but it also
Challenges Gias Uddin impact) analysis,SPSS has a negative
Independent software used . impact on traditional
variable : accounting systems,
Cloud accounting posing challenges
like complexity and
security risks during
implementation.
Objectives
1. Investigating Ahmedabad CAs’ understanding, opinions, and usage of cloud accounting.
2. Determining the factors that influence cloud accounting adoption, such as operational efficiency,
cost, security, and regulations.
3. Evaluating the challenges CAs face when implementing cloud accounting, including data
security, technical skills, and finances.
4. Comparing cloud accounting adoption between large and small accounting firms in Ahmedabad.
5. Offering recommendations to promote cloud accounting adoption, such as specialized training,
better cybersecurity, and financial incentives.
Research Methodology
Research Approach

This study employs a mixed-methods approach, integrating both quantitative and qualitative

methods to gain a comprehensive understanding of the perception, adoption, and challenges of cloud
accounting among Chartered Accountants (CAs) in Ahmedabad.

Quantitative Analysis: Helps measure adoption levels, benefits, and concerns using structured

survey data.
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Qualitative Analysis: Provides in-depth insights into personal experiences, resistance factors,
and emerging trends through interviews.

Research Design

A descriptive research design is used to examine the factors influencing cloud accounting
adoption. This design is appropriate as it allows for the systematic collection and analysis of data related
to CAs’ perceptions, challenges, and decision-making regarding cloud accounting.

Dependent Variable: Adoption of cloud accounting

Independent Variables: Efficiency perception, security concerns, cost factors, training needs,
and resistance to change

Sampling Method

The target population consists of practicing Chartered Accountants in Ahmedabad who have
exposure to accounting technologies.

Sampling Technique: Purposive sampling is employed to select participants with relevant
experience in accounting and familiarity with cloud-based solutions.

Sample Size: 100-150 respondents, ensuring a diverse and statistically reliable representation
of CAs with varying expertise.

Data Collection Methods
e A.Primary Data Collection :Primary data is collected through

- Structured Questionnaire: Closed-ended and Likert scale questions to quantify perceptions,
adoption levels, and challenges. Sections include Demographic details, Awareness and usage
of cloud accounting

- Perceived benefits and risks, Factors influencing adoption.

- Semi-Structured Interviews:

- Conducted with a subset of respondents (15-20 CAs) to gain deeper insights into their
experiences and challenges.

- Open-ended questions explore resistance to adoption, training requirements, and perceptions
of cloud security.

e B. Secondary Data Collection:

- Existing literature, industry reports, and previous studies are reviewed to provide contextual
and theoretical support. Sources include: Academic journals on cloud computing in
accounting, Industry white papers from accounting software providers (e.g., QuickBooks,
Xero, Tally),Reports from ICAI (Institute of Chartered Accountants of India) and other
regulatory bodies.

Data Analysis Techniques
¢ Quantitative Data Analysis

Frequency Analysis: Identifies trends in responses for key variables.
Descriptive Statistics: Mean, median, and standard deviation of key survey responses.
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Correlation Analysis: Examines relationships between adoption levels and influencing factors
(e.g., efficiency, security concerns).

Regression Analysis: Determines the impact of independent variables on cloud accounting
adoption.

e (Qualitative Data Analysis
Thematic Analysis: Identifies recurring themes in interview responses.
Content Analysis: Categorizes challenges and opportunities related to cloud accounting.

Reliability and Validity

Reliability:
The survey instrument is tested through a pilot study (10-15 respondents) to ensure clarity and
consistency.

Cronbach’s Alpha is used to test the internal consistency of Likert-scale questions.
Validity:

Content Validity: Ensured by expert review (academic and professional accountants).

Construct Validity: The survey is designed based on established models such as the Technology
Acceptance Model (TAM).

Ethical Considerations

Informed Consent: All participants are informed about the purpose of the study and their right to
withdraw at any time.

Confidentiality: Responses are anonymized, and no personal data is shared.
Data Security: All survey data is stored securely, ensuring compliance with data protection regulations.

Scope and Limitations
Scope
e Focuses on practicing Chartered Accountants in Ahmedabad.
e Examines perceptions, adoption factors, and challenges in cloud accounting.
e Aims to provide insights for accounting professionals, software providers, and policymakers.
Delimitations
e Geographical Constraint: The study is limited to Ahmedabad and may not fully represent
national trends.
e Sample Size: While 100-150 responses provide reasonable insights, a larger sample could
increase generalizability.
e Self-Reported Data: Responses depend on participants’ perspectives, which may introduce
bias.

Conclusion
This methodology ensures a systematic and reliable investigation into the adoption of cloud
accounting among CAs in Ahmedabad. By combining survey data, interviews, and secondary research,
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the study provides practical insights and recommendations for accounting professionals and technology
providers.

Table 1: Perceptions of cloud accounting among CAs in Ahemdabad

Strongly
Factor :;:-2:5’2,) Agree(%) Ni},z;al Disagree(%) dis(ao/gl)'ee
0
Cloud
accounting 40 35 15 5 5
improve
efficiency
It enhances
. 39 40 20 5 5
data security
It reduces
operational 45 30 15 5 5
costs
Training is
required for 50 30 10 5 5
adoption
Resistance to
change is 35 30 20 10 5
challange

Table 2: Adoption Levels of Cloud Accounting Among CAs

Adoption Level Percentage of Respondents (%)
Fully adopted 40
Partially adopted 35
Considering adopted 15
Non Interested 10

Table 3: Challenges Faced by CAs in Cloud Accounting Adoption

Challenges Percentage oof Respondents
(%)
Data security concern 30
Lack of awareness 20
High implications cost 25
Resistance to change 15

Limited internet access/
o 10
reliability

Qualitative Analysis (Thematic Findings from Interviews)

Theme Key Insights From Participation
Efficiency and Cost Reductions Many CAs bel'levelcloud account%ng automates tasks,
saving time and reducing costs.
. Some respondents expressed concern about data
Security concerns .
breaches and cybersecurity.
. . Resistance to change, lack of training and Internet
Adoption Barriers o
dependency were highlighted.
. Younger CAs were more open to adoption compared
Future Of Cloud Accounting .
to order generation.
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Key Takeaways & Recommendations

e Adoption Rate: 75% of CAs have fully or partially adopted cloud accounting.

e Challenges: Security concerns and implementation costs remain key barriers.

e Influencing Factors: Efficiency and security positively drive adoption, while costs and resistance
to change hinder it.

e Actionable Steps: Provide training programs to increase awareness and reduce resistance.
Improve security measures to address data concerns.

e Offer subsidies or incentives to reduce the financial burden of implementation.

Findings and Conclusion

A comprehensive examination of Chartered Accountants (CAs) situated in Ahmedabad
revealed that, although a considerable number possess awareness of cloud accounting and its associated
benefits, the degree of adoption remains inconsistent. Larger entities exhibit a higher propensity to
implement cloud-based solutions, whereas smaller firms and solo practitioners exhibit reluctance
primarily due to concerns regarding financial implications and security vulnerabilities. The predominant
motivations for CAs to engage in cloud accounting include enhanced convenience, immediate access to
data, and the facilitation of automated processes. Professionals who are younger and technologically
adept, along with firms with a digital orientation, demonstrate the greatest likelihood of embracing these
innovative solutions. Nonetheless, substantial impediments persist, including issues related to security,
data privacy, insufficient technical expertise, opposition from senior personnel, and the costs associated
with subscriptions. CAs that have integrated cloud accounting into their practices report notable
improvements in efficiency, enhanced client collaboration, and superior decision-making processes;
however, they also emphasize the necessity for more definitive regulatory frameworks and fortified
cybersecurity measures. In conclusion, while the acceptance of cloud accounting is on the rise in
Ahmedabad, the comprehensive adoption is hindered by concerns surrounding security, financial
burdens, and resistance to organizational change. Younger professionals and technologically progressive
firms are at the forefront of this transition, suggesting a shift in generational attitudes. To facilitate
greater adoption, there exists an imperative for awareness initiatives, improved cybersecurity protocols,
and economically viable cloud solutions tailored for smaller firms. The collaboration among
policymakers, software developers, and accounting organizations is essential to address these challenges
and ensure a seamless transition to cloud-oriented accounting practices. With adequate training and the
implementation of strategic approaches, cloud accounting has the potential to become a standard
operational norm among CAs in Ahmedabad.

Implications

e Practical Implications: For Chartered Accountants: The study emphasizes the need for upskilling
and training to enhance cloud accounting adoption.

e CAs who embrace cloud technology may experience greater efficiency, real-time data access, and
cost savings.

e For Accounting Firms & Businesses:Firms that adopt cloud accounting can improve financial
decision-making and reduce manual workload. Security concerns must be addressed through
stronger data protection measures and compliance with regulations.

e For Software Providers:Cloud accounting firms (e.g., Xero, QuickBooks, Tally) should focus on
simplified user interfaces and enhanced customer support.

e Addressing security concerns through advanced encryption and data recovery solutions can
increase adoption.

e For Policymakers & Regulators:ICAI and other bodies should introduce training programs to
educate CAs on cloud security and compliance.
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e Tax benefits or financial incentives could encourage small and medium-sized accounting firms to
migrate to cloud-based solutions.
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Abstract

This study examines volatility of share prices in Indian stock market for BSE SENSEX 30
companies due to national elections 2024 using an event study approach. Stock prices respond to changes
in the government because of shifts in market sentiment. During several event windows, such as (-15,
+15), (-2, +2), (-10, +10), and (-2, +2) days surrounding the event day stock prices have been tracked.
The market has not responded significantly as evidenced by during larger cycle of (-15, +15) but
significant fluctuations are found during shorter cycle surrounding the event day (-2, +2) on the basis of
Average Abnormal Returns (AARs). low positive Cumulative Average Abnormal Returns (CAARs) are
also found during several cycles. Moreover, p values have shown insignificant impact of election result
announcement on share prices for selected companies.

Keywords: Cumulative abnormal returns; Share price volatility; Event study; National Elections; BSE
SENSEX

Introduction

Economists, investors, and policymakers are all very interested in the connection between
political developments and financial markets. Both national and state elections in India have a history of
causing significant stock market swings that reflect investor mood and general economic expectations.
Since elections have an impact on governance, economic changes, and policy decisions, the Indian stock
market, a crucial gauge(scale) of the state of the economy, frequently responds to political events.

Given India's expanding role in the global economy and In order to guide their plans, investors
and market analysts usually try to predict the likely results of these elections, keeping an eye on how
political changes can impact industries like consumer goods, banking, infrastructure, and technology.

Since investors often prefer political stability and predictability, elections are seen as a source
of market instability. But according to historical statistics, market reactions to Indian elections have
varied based on the type of election outcomes, whether they point to a possible change in policy direction
or the continuation of pro-market policies. While a splintered mandate or political unpredictability may
result in heightened volatility and a cautious approach to investments, a definite election outcome—such
as a firm majority for the ruling party—can improve investor confidence.

With an emphasis on the approaching general elections in 2024, this study attempts to
investigate the relationship between electoral events and stock market performance in India. This study
aims to give a better understanding of how political transitions might influence market trends over the
short and long term by examining historical trends, market responses, and the main factors influencing
investor behavior during election periods. Taking into account the crucial industries most vulnerable to
changes in governance and policy, it will also look into how political parties' economic goals affect
market expectations.
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Through this investigation, the paper will provide insights into how investors might manage
election-related uncertainty and develop plans that take into consideration both the risks and
opportunities brought on by political changes. Nordhaus (1975) was one of the pioneers to study of
impact of politics on the stock market. The influence of politics on the stock market is explained with the
semi-strong form of market efficiency hypothesis (Fama, 1970). They are called event studies (Fama,
1991)

The organization of the rest of the article is outlined as follows: In the second section, previous
research on the topic of different events and their impact on stock prices through event study analysis is
discussed. The third section outlines the methods used in the study, followed by a presentation of the
analysis and interpretation in the fourth section. Finally, the fifth section concludes the article with a
summarization of the results.

Literature review

Researchers have previously looked at stock market behavior in an attempt to identify
anomalies and abnormalities brought on by the announcement of the general election results. The
"election effect" and the "political business cycle" are the two political influences that are examined in
the finance literature.

In the current economic climate, emotions plays quite important role. For example, in the 2014
elections, investors were thrilled about the prospect of the BJP forming the government (Reddy, 2018),
and the market showed a bullish run.

(Bhatia & Chander, 2011) Thus, it is reasonable to compare the Indian stock market to a bubble
and conclude that there have been several factors contributing to its volatility. Over the past many years,
the Indian stock market has been impacted by both domestic and international factors. Finally, the
aforementioned study makes it clear that each of these elements influences investors' psychology in a
cumulative manner.

(Savita & Ramesh, 2015) The results of the study show that by making systematic investments
during times of political unpredictability, investors can generate abnormal profits. National elections are
significant occasions because they bring about significant shifts in the nation's macroeconomic and
political landscape. The market responded favorably to the announcement of governmental changes, as
evidenced by positive average abnormal returns across several event windows. The market has responded
favorably to the prospect of a change in government and following the election of a new government, as
seen by the high positive CAAR (cumulative average abnormal returns) that have been seen during
several event windows.

(Prakash & Padmasree, 2019)According to the study, the effects of election outcomes are felt
immediately, then progressively lessen over the course of the medium and long terms. According to the
study's findings, there is no meaningful correlation between the stock market's performance and the
announcement of election results. The stock market responds to the information in an unusual way,
creating an anomaly for a brief time before correcting itself in the days that follow.

(ALAM et al., 2020) The findings show that investors anticipated the lockdown and responded
favorably, while the market reacted favourably during the current lockdown period, as evidenced by
significantly positive Average Abnormal Returns. In contrast, investors panicked during the pre-
lockdown period, which was reflected in negative AAR. The study reveals that lockdown had a favorable
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effect on stock market performance till the situation in the Indian context improves and finds evidence of
a positive AR surrounding the current lockdown period.

(CHAVALI et al.,, 2020)The data reveal that the market reacts positively with significantly
favorable Average Abnormal Returns. The study's conclusions show that even when the same party wins
a second term in office, the effect on the market varies from one election to the next. The efficient market
hypothesis in its semi-strong form is valid in the case of developing nations such as India.

(Mallesha L. & Archana H. N., 2023) The findings demonstrated that during the observation
period, especially in the post-event period, the majority of average abnormal returns and cumulative
average abnormal returns were statistically significant. This suggests that the stock prices of Adani
Group firms were significantly impacted by the Hindenburg Research study. However, it was also
observed that the stock prices did not react to the report's material right away. Investors, businesses,
legislators, and regulators can use this study to assess the impact of announcements on stock prices in the
Indian stock market, which makes it important.

Objectives, Data and Methodology

The objective of the present paper is to examine the short-term abnormal returns of the stocks
listed on the BSE SENSEX and its impact on volatility of share prices.
The hypothesis for the study is:

HI: There is a relation between announcement of election results and share price volatility.
HO: There is no significant difference between announcement of election results and share price
volatility.

Data

This study takes the data of BSE SENSEX 30 companies from time period 3™ May to 28" June
2024. Daily Average prices of stocks listed on the BSE SENSEX and SENSEX index itself has been
taken for analysis purpose.

Methodology for event studies

We have examined the short-term price reaction around the event day using the event study
methodology. Two steps make up this methodology: first, we specify the event, its date of
announcement and the time frame for the event. The parameters estimated from the model are used to
compute abnormal returns in the second phase. Day "0" has been chosen as the election results
announcement date. The remaining days are stated in relation to the date of the results announcement.

The time frame over which we analyse the equities' unusual performance is known as the event
window period. It may occur a few days prior to the event or a few days following it. To capture the
leaking impact, we have selected various event windows, like (-15, +15), (-10, +10), (-5, +5), (-2, +2).

Estimation of abnormal returns
The abnormal returns are obtained by subtracting the expected returns estimated using the model,
from the actual returns in the event period. Abnormal returns for jth firm for time t (ARjt) isAR;; = Ry —

E(Rjt)
Rjt = In(p¢ / pe-1)
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Here R;; are the actual returns calculated by taking the logarithm of price of the stocks for time ‘t’
divided by price of the stock at time ‘t-1".

The expected returns has been calculated using the market model as follows,

Expected Returns, E(R]-t) = o5 + BjRpy,

The abnormal returns have been calculated by subtracting these expected returns from the actual returns.

Average abnormal Returns: The average abnormal returns (AARs) for each day t in the event window are
N
_ ARy

calculated by:AAR;; = %

Where N= Number of firms.
Cumulative abnormal Returns (CARs): The cumulative abnormal returns (CARs) are daily abnormal
returns cumulated over part of the event period.
The model used to determine CAAR is:

t=T2

CAAR = z AAR,

t=T1
Where t = T1 to T2 days where T1 and T2 vary for different event windows. To check the significance of
CAAR values over different event windows, t-test has been used.

Table 1: List of sample companies taken from BSE

Company Name Industry
1. Adani Ports & SEZ Infrastructure
2. Asian Paints Manufacturing
3. Axis Bank Banking
4. Bajaj Finance Finance
5. Bajaj Finserv Finance
6. Bharti Airtel Telecom
7. HCLTech Software
8. HDFC Bank Banking
9. Hindustan Unilever FMCG
10. ICICI Bank Banking
11. IndusInd Bank Banking
12. Infosys Software
13.ITC FMCG
14. JSW Steel Steel
15. Kotak Mahindra Bank Banking
16. L&T Construction
17. M&M Automobile
18. Maruti Suzuki Automobile
19. Nestle Packaged Foods
20. NTPC Power
21. Power Grid Power
22. Reliance Ind 0Oil & Gas
23.SBI Banking
24. Sun Pharma Pharmaceuticals
25. Tata Motors Automobile
26. Tata Steel Steel
27. TCS Software
28. Tech Mahindra Software
29. Titan Gems, Jewellery and Watches
30. Ultratech Cement Cement

Table 2: Firm characteristics regression coefficients using Market model
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Table 2: shows the calculated regression coefficients o and B values of the sample companies ofGeneral

Elections 2024.
General Elections 2024
Company name
B o
1. Adani Ports & SEZ 2.66965 -0.001549
2. Asian Paints 0.3059%4 -0.00070
3. Axis Bank 0.88299 0.00119
4. Bajaj Finance 1.00378 -0.00053
5. Bajaj Finserv 0.94134 -0.00179
6. Bharti Airtel 0.94834 0.00173
7. HCLTech 0.63645 0.00088
8. HDFC Bank 1.10756 0.00085
9. Hindustan Unilever -0.16996 0.00299
10. ICICI Bank 1.02930 -8.41784
11. IndusInd Bank 1.16570 -0.00227
12. Infosys 0.60108 0.00166
13.ITC 0.62929 -0.00166
14. JSW Steel 0.86348 5.14378
15. Kotak Mahindra Bank 0.61860 0.00235
16. L&T 1.88572 -0.00324
17. M&M 0.71548 0.00587
18. Maruti Suzuki 0.68400 -0.00239
19. Nestle -0.08217 0.00048
20. NTPC 1.82999 -0.00203
21. Power Grid 1.51230 -0.00043
22. Reliance Ind 1.19718 -0.00053
23. SBI 1.48494 -0.00169
24. Sun Pharma 0.38704 -0.00047
25. Tata Motors 0.88870 -0.00239
26. Tata Steel 1.25515 -0.00075
27. TCS 0.37118 -2.57101
28. Tech Mahindra 0.58869 0.00224
29. Titan 0.64379 -0.00227
30. Ultratech Cement 1.27358 0.00200
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Table 3: Date wise _ Daily Average AR and t statistics of General Elections (2024) as per Market

Model
Date Day t AAR % t stat CAAR%
14-May-24 -15 -0.457 -3.0037 1.072
15-May-24 -14 0.714 4.7380 1.786
16-May-24 -13 0.744 5.0488 2.530
17-May-24 -12 -0.787 -3.8028 1.742
18-May-24 -11 -0.046 -0.3844 1.696
21-May-24 -10 1.184 7.4574 2.881
22-May-24 -9 0.882 6.8344 3.763
23-May-24 -8 -0.738 -3.6419 3.025
24-May-24 -7 -0.639 -4.6220 2.387
27-May-24 -6 -0.232 -1.8292 2.155
28-May-24 -5 0.007 0.0708 2.162
29-May-24 -4 0.106 0.8229 2.268
30-May-24 -3 -0.677 -3.2399 1.591
31-May-24 -2 -1.324 -7.8304 0.267
03-Jun-24 -1 1.290 5.6634 1.557
04-Jun-24 0 0.944 6.4835 2.502
05-Jun-24 +1 -0.958 -1.9280 1.544
06-Jun-24 +2 0.181 0.8188 1.725
07-Jun-24 +3 0.178 0.8182 1.903
10-Jun-24 +4 1.201 7.4712 3.104
11-Jun-24 +5 0.457 2.8379 3.561
12-Jun-24 +6 0.086 0.5830 3.647
13-Jun-24 +7 0.767 5.3439 4414
14-Jun-24 +8 0.157 1.1605 4.571
18-Jun-24 +9 -0.199 -1.7944 4.372
19-Jun-24 +10 -1.062 -5.7657 3.309
20-Jun-24 +11 -0.867 -4.1450 2.443
21-Jun-24 +12 -0.223 -1.5077 2219
24-Jun-24 +13 -0.321 -2.7254 1.898
25-Jun-24 +14 -0.792 -5.2854 1.106
26-Jun-24 +15 -1.240 -6.9381 -0.134
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Fig. 1

Average abnormal returns over event window (-15, +15)

Table 3 presents results for each of the 31 days’ event window, 15 pre-election announcements,
and 15 post-election announcements for the entire sample of 30 companies of the General Elections held
in 2024.

Table 3 reports average daily AAR and CAAR for the days t-15 to t+15 along with the test
statistics obtained using the MS Excel descriptive analysis tool.

The AARs are negative on the days t-15, t-12, t-11, t-8, t-7, t-6, t-3, t-2 before elections and t-1,
t-9, t-10, t-11, t-12, t-13, t-14, t-15 after elections. However, too much volatility has been observed
during 30" May to 10" June (-3 to +4 event days).

As we can also observe Expectations v/s Reality scenario on the day of 3 June, (-1) (Exit poll)
with AAR 1.290 which has shown repetition of consecutive government and 4™ June (“0”) (Result
date/Event Day) with AAR 0.944 which is not according to the expectations. As a result which leads to
the down fall on 5™ June (+1) AAR with -0.958.

After few day on 9" June (Sunday) oath ceremony took place with the expected government
the result of which shown in market on 10" June (+4) (Monday) with positive AAR 1.201 which is
almost similar to the AAR 1.290 on (t-1)3" June.

Table 4: Cumulative abnormal returns on event day and during event windows

Event Window Cumulative Average Abnormal Returns (%) p- Value
(-15, +15) 1.663 0.5196
(-10, +10) 1.613 0.8354

(-5, +5) 1.407 0.6318
(-2,+2) 0.143 0.7031
Day 0 0.944

Source:Author’s calculation
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Conclusion

The plot shown in Fig 1 clearly shows that there is high volatility in stock returns around the
elections. The positive returns can be observed before just one day ofthe announcement of the results.
This can be attributed to the surveys released before the actual announcement of the results. A strong
abnormal down fall on the date of announcement of election results and the continuous rise in the stock
returns continues for a number of days after the event of declaration of results.

It can be seen from the table 1 that the cumulative abnormal returns in the event window (-15,
+15) reaches to 1.663% which is significantly different from zero. We can also observe p value for the
event windows (-15, +15), (-10, +10), (-5, +5), (-2, +2) are 0.5196, 0.8354, 0.6318, 0.7031 respectively
all the values are more than 0.05 which leads to acceptance of null hypothesis that there is no significant
difference announcement of election results and share price volatility.

Finally, we can conclude that the ruling government affects the share market and its volatility
up to some extent with some specific election-related events, such as:

1. Election announcements

2. Poll results and exit polls

3. Election outcomes (e.g., change in government or ruling party)

4. Post-election policy announcements or speeches

Apart from this political factors there are some other Macroeconomic factors like,

1. Economic policy and reform expectations

2. Fiscal and monetary policy changes

3. Inflation and interest rates

4. GDP growth and employment rate

5. International trade and geopolitical relations
6. Wars and international industrial dispute.

Which are also reasons of fluctuations that has been not covered and limitation of study too. It
can be a further scope of study.
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Abstract

Accounting in an economic entity such as a business corporation, is a process of documenting
and examining financial information about the performance, financial position, and cash flow of the
business. In this technological era, accounting has become much easier through the adoption of
technology, resulting in the emergence of cloud accounting. This research mainly provides an analytical
perspective on how adopting cloud-based accounting creates a competitive edge by streamlining
financial processes, improving decision-making, and facilitating scalability. In addition, this research
analyzed the challenges associated with the adoption of cloud accounting and the strategies to increase
business potential. Ultimately, the research highlights the strategic importance of cloud accounting in
fostering innovation and driving sustainable growth in today's highly competitive business environment
which will help shape several other important aspects of the accounting profession in the coming years.
In this research study, information is collected through the most recent studies conducted by accounting
professionals and expert opinions.

Keywords: Cloud Accounting, Competitive Advantages, Business, Business Entities.

Introduction:

Businesses face constant challenges, such as adopting new changes, navigating a competitive
environment, and managing various other demanding activities. To survive in today’s technological
world, businesses must keep pace with current demands and trends. Technology is meant to make one’s
job easier and more productive. Technology can provide efficiency and unparalleled convenience and
empowers us to perform tasks more easily and access a wealth of information at our fingertips. To some
extent, technology has become a necessity for people which is why it has been introduced in every
sector, department, and industry.

Cloud accounting is an online technology that simplifies and improves the efficiency of
accounting. Where ‘Cloud’ refers to the network of remote servers to store and manage data, which can
be accessed by various devices and computers. And ‘Accounting’ refers a process of documenting and
examining financial information about the performance, financial position, and cash flow of the business.
So, the whole ‘cloud accounting’ concept involves the use of cloud-based software to manage financial
information and business transactions over the Internet. In a proper definition, "Cloud accounting is the
use of remote servers to store, manage, and process financial data, providing businesses with the
flexibility to access their information from any device connected to the internet" (Smith, 2020, Modern
Accounting Practices).

Cloud accounting includes financial activities such as bookkeeping, accounting, financial
reporting and auditing, and payroll processing. These activities are performed by business organizations
to evaluate their business performance and determine their financial position. The study includes a
conceptualization of how cloud accounting impacts a firm's various competitive advantages. Here,
various competitive advantages include efficiency, scalability, cost reduction, data security, and decision-
making impact. Cloud accounting creates competitive advantages when other competitors are slow to
adopt such innovations. Cloud accounting platforms such as QuickBooks Online, Xero, and NetSuite are
popular tools used by many businesses today. Cloud accounting software offers features such as
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automated bank feeds, invoicing, expense tracking, and tax compliance tools. These features help
businesses streamline their accounting processes, reduce manual work, and improve overall efficiency.

Review of Literature

(Dimitriu & Matei, 2014) Wrote about the new paradigm for accounting through cloud computing
and focuses on how the cloud computing model impacts accounting practices. The aim of the review of
this literature is to understand the importance of cloud accounting in the accounting domain. The study
also describes the benefits and possible risks associated with cloud accounting. The study shows how
storage capacity becomes a headache for small and starting businesses. A cloud can help them in that
scenario by providing scalable storage solutions. Cloud accounting made it possible to maintain the
accounts by the firms themselves.

A research study by (Khanom, 2024) includes a theoretical overview of cloud accounting
including concepts, benefits, drawbacks, and some other aspects of cloud accounting, this study also
shows a comparison with traditional accounting. The study describes the concept of cloud in three forms,
SaaS (Software as a Service), PaaS (Platform as a Service), and laaS (Infrastructure as a Service). The
literature concluded that cloud accounting could be highly beneficial for accounting firms and possibly
ease the burden of preparing half-yearly or annual reports.

A research by Porter (Porter, 2008) provides a clear concept of competitive advantages for
business firms, helping them identify their strengths and grow their businesses in comparison to
competitors. By applying Porter's three general strategies — cost leadership, differentiation, and focus —
cloud accounting firms can position themselves in the market by offering cost-effective solutions, unique
features, or targeting specific niches. The study concluded that defining competitive advantages can
make the job easier for companies looking to strengthen their market position and achieve long-term
success.

(Farida & Setiawan, 2022) were studied about business strategies and competitive advantages in
the role of performance and innovations. Performance and innovation are mediating variables in the
relationship between business strategies and competitive advantage. The findings of the study show that
business performance and innovation play a major role as mediators between business strategies and
competitive advantage. And also suggested that SMEs improve their performance and innovation
capability to strengthen their competitive advantages. In the result of the study, we conclude that
adopting cloud accounting can significantly strengthen SMEs' competitive position by improving both
performance and innovation capabilities.

Objectives:
1. To Explore the Concept of Cloud Accounting
2. To Examine the Role of Cloud Accounting in Gaining Competitive Advantage
3. To Examine the Impact of Cloud Accounting on Business Efficiency
4. To Learn How Cloud Accounting Can Enhance Firms Market Positioning and Long-Term
Success.

Methodology

The major purpose of this research paper is to find the effect of cloud accounting on competitive
advantages of businesses. Competitive advantages include operational efficiency, cost savings, decision-
making capability, strategic flexibility, customer satisfaction, service quality, security, and data
management. Research mainly focuses on competitive advantages collected by secondary data, which are
collected by various literature reviews related to the topic. The study includes a qualitative research
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approach. With the help of secondary data available on the topic, research is divided into four major
competitive advantages for every business to gain a foothold and survive in a competitive environment.

The Role of Cloud Accounting in Competitive Advantage:
= QOperational Efficiency and Cost Savings

= Decision-Making Capabilities and Strategic Flexibility
= Customer Satisfaction and Service Quality
= Security and Data Management

The hypothesis of the research study is as under.
1. HO:- There is no effect of cloud accounting on operational efficiency and cost savings.
H1:- There is a positive effect of cloud accounting on operational efficiency and cost savings.

2. HO:- There is no effect of cloud accounting on decision-making capabilities and strategic
flexibility.
H1:-There is a positive effect of cloud accounting on decision-making capabilities and strategic
flexibility.

3. HO:- There is no effect of cloud accounting on customer satisfaction and service quality.
H1:- There is a positive effect of cloud accounting on customer satisfaction and service quality.

4. HO:- There is no effect of cloud accounting on security and data management.
H1:- There is a positive effect of cloud accounting on security and data management.

Findings and Discussion

From the secondary data, four key competitive advantages were identified. With the help of those
key competitive advantages, the effects of cloud accounting were centralized.

e Operational efficiency and cost reduction:

Cloud accounting significantly reduces both time and costs for business entities. By automating
repetitive tasks such as invoicing, product processing, payroll management, and bookkeeping at the
management level, businesses can enhance operational efficiency and reduce processing time. As a
result, businesses can allocate more resources to value-added activities, such as making strategic
decisions for growth and implementing necessary improvements to optimize operations.

Additionally, cloud accounting minimizes the need for physical paperwork and reduces the need to hire
additional staff to manage these tasks. As a result, cloud accounting lowers capital expenditure, allowing
businesses to increase their capital or capital reserves.

e Decision-Making and Strategic Flexibility

Cloud accounting can enhance decision-making by providing real-time access without making
mistakes. Traditional accounting has a quarterly or annual reporting system that will reduce decision-
making ability and become more outdated over time. In contrast, cloud accounting will allow business
entities to track their financial reports to measure performance in real-time and help adjust business
strategies accordingly.

On the other hand, cloud accounting enhances the visibility of key financial metrics by offering
data visualization features through a dashboard. This helps the administrative and financial departments
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stays informed and make timely decisions. Increased visibility and agility enable the business to adapt to
changing market conditions and customer needs, thereby strengthening its competitive position.

e Customer Satisfaction and Service Quality

In industries where customer relationships are foremost, such as accounting and finance services,
the ability to provide superior customer service can separate a business from its competitors. Cloud
accounting encourages better customer relationship management by allowing accountants to collaborate
more effectively with clients. Customers can access their financial data at any time, request reports, and
track the progress of ongoing financial projects without the need to be physically present at the business
office.

Additionally, automation of routine financial tasks frees up time for accountants to focus on
delivering personalized advisory services, which can increase customer satisfaction and loyalty. In this
way, cloud accounting helps organizations separate themselves through superior service quality,
contributing to their competitive advantage.

e Data Security and Trust

A normal concern with cloud-based solutions is data protection. However, the cloud accounting
platform usually provides strong security measures, including encryption, multi-factor authentication,
and data redundancy to protect sensitive financial information. As cyber threats become more
sophisticated, businesses rely on cloud providers to continuously update and strengthen their security
protocols, which require significant investment and skills for a home solution.

Ensuring data security builds trust with customers and stakeholders, which can be a critical factor
in maintaining a competitive advantage in industries where privacy and confidentiality are foremost.

Conclusion

In today’s advanced technological world, Cloud accounting has become a powerful tool for
gaining competitive advantages. By adopting cloud accounting, businesses can outpace competitors who
rely on traditional accounting systems. This approach enhances operational efficiency, reduces costs,
enables more informed decision-making through strategic planning, boosts customer satisfaction and
service quality through online feedback, and ensures data security and trust through multi-factor
authentication. While adopting cloud accounting requires a change in mind-set and investment, the
potential benefits of cloud accounting make it an attractive strategy for companies looking to improve
their competitive position.

For a business considering cloud accounting, both benefits and risks must be measured. Proper
implementation, training, and data security measures are key to realizing the full potential of cloud
accounting. As technology continues to evolve, it is expected that cloud accounting will play a more
significant role in shaping the competitive landscape across industries.

Delimitation

The research study is limited by secondary data; the study does not consider the primary data,
which is why real-time business entity experiences are not included. Also, this study is generally focused
on the effect of cloud accounting on competitive advantages. The personal business entity can have its
own competitive advantages. In addition, limited secondary data is available on this topic, so research
does not include a comprehensive concept of cloud accounting.
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The research study does not explore external factors such as market trends, technological
advancement, and economic changes, which can affect the competitive advantages of the business. Also,
the study shows the current trends of cloud accounting, it will not consider future changes in the
technology or industry.
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Abstract

The digitalization of banking services has significantly transformed the financial landscape,
impacting the operational efficiency and financial performance of Urban Cooperative Banks (UCBs).
This study explores the influence of digitalization on UCBs, focusing on key aspects such as
technological adoption, profitability, cost efficiency, and customer satisfaction. A comprehensive review
of existing literature highlights the role of digital banking services, including mobile banking, internet
banking, and core banking solutions (CBS), in enhancing financial performance by reducing operational
costs and improving transaction speed. Despite these benefits, UCBs face challenges such as limited
financial resources, cybersecurity threats, regulatory constraints, and a lack of digital literacy among
customers and employees. Comparative analyses indicate that UCBs that successfully integrate digital
tools experience higher profitability and customer retention, yet smaller banks struggle due to financial
and technological barriers. The study also examines future prospects, emphasizing the potential of
artificial intelligence, blockchain, and fintech collaborations in driving digital transformation in UCBs.
Additionally, regulatory support from institutions like the Reserve Bank of India (RBI) plays a crucial
role in fostering a secure and inclusive digital banking ecosystem. However, there remains a significant
research gap in understanding the sector-specific challenges of digital adoption in UCBs, distinguishing
them from commercial banks. This study aims to bridge that gap by evaluating the financial and
operational impact of digitalization on UCBs while identifying barriers and proposing solutions to
facilitate a more effective digital transition. The findings contribute to policy discussions and strategic
planning for the sustainable digital growth of UCBs.

Keywords: Digitalization, Urban Cooperative Banks (UCBs), Financial Performance, Digital Banking,
Core Banking Solutions (CBS)

Introduction

The rapid advancement of digital technology has significantly transformed the global financial
landscape, reshaping banking operations, customer interactions, and financial performance. Urban
Cooperative Banks (UCBs), which play a crucial role in providing financial services to urban and semi-
urban populations, have also experienced the effects of digitalization. Digitalization in banking refers to
the integration of technology-driven solutions, such as online banking, mobile banking, automated teller
machines (ATMs), and digital payment systems, which enhance efficiency, transparency, and customer
convenience. The study of the impact of digitalization on the financial performance of UCBs is essential
to understanding how technological advancements contribute to their growth, competitiveness, and
sustainability.

Urban Cooperative Banks differ from commercial banks as they primarily cater to small
businesses, middle-income groups, and self-employed individuals, focusing on financial inclusion and
community-based banking. Traditionally, these banks have relied on manual and paper-based processes,
making them less competitive than technologically advanced private and public sector banks. However,
with the increasing penetration of digital technology in the financial sector, UCBs have been compelled
to adopt digital solutions to remain relevant and improve their operational efficiency. Digital
transformation in these banks involves various initiatives such as core banking solutions (CBS), digital
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lending platforms, cybersecurity measures, and fintech collaborations, all of which impact their financial
performance.

One of the key advantages of digitalization for UCBs is cost reduction. Automating banking
processes minimizes the need for physical infrastructure and reduces operational expenses, leading to
improved profitability. Additionally, digital banking enhances customer experience by providing
convenient and secure financial services, which increases customer retention and acquisition. With
digital payment systems and online banking, UCBs can expand their reach beyond geographical
limitations, allowing them to serve a larger customer base. Moreover, data analytics and artificial
intelligence (Al) enable these banks to make data-driven decisions, optimize risk management, and offer
personalized financial products.

Despite these benefits, digitalization also presents several challenges for UCBs. Many of these
banks face resource constraints, making it difficult to invest in advanced technological infrastructure.
Cybersecurity threats and digital fraud pose significant risks, requiring robust security measures and
compliance with regulatory frameworks. Additionally, digital literacy among customers and employees
is crucial for the successful implementation of digital banking initiatives. Resistance to change and lack
of technical expertise can hinder the adoption of digital solutions in UCBs, affecting their financial
performance.

This literature review aims to explore the impact of digitalization on the financial performance
of UCBs by analyzing existing research, case studies, and industry reports. It will assess the benefits,
challenges, and future prospects of digital transformation in UCBs, providing insights into how these
banks can leverage technology to achieve sustainable growth and competitiveness in the evolving
financial ecosystem.

Conceptual framework

The conceptual framework for analyzing the impact of digitalization on the financial
performance of Urban Cooperative Banks (UCBs) is based on key theoretical concepts and relationships
between digital transformation and financial outcomes. It provides a structured approach to
understanding how digitalization influences the operational efficiency, profitability, and sustainability of
UCBs.

Digitalization in Banking

Digitalization in banking refers to the adoption and integration of advanced technological
solutions to streamline operations, enhance customer experience, and improve financial decision-making.

The main digital banking technologies relevant to UCBs include:

e Core Banking Solutions (CBS): Centralized digital infrastructure for seamless banking
operations.

e Mobile and Internet Banking: Customer access to banking services via digital platforms.

e Digital Payments & UPI Integration: Online transactions, including NEFT, RTGS, IMPS, and
QR-based payments.

o Artificial Intelligence (Al) & Data Analytics: Risk assessment, fraud detection, and customer
insights

e (Cybersecurity Measures: Protection against fraud, data breaches, and regulatory compliance.
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Financial Performance Indicators
The financial performance of UCBs is evaluated based on key indicators influenced by
digitalization:

e Profitability: Net profit margin, return on assets (ROA), and return on equity (ROE).

e Operational Efficiency: Cost-to-income ratio, reduction in administrative costs, and process
automation.

e (Customer Retention & Acquisition: Growth in customer base, digital transaction volume, and
service adoption rates.

e Risk Management & Compliance: Non-performing assets (NPAs), fraud prevention measures,

and adherence to regulatory norms.

Relationship Between Digitalization and Financial Performance

Digitalization influences financial performance through the following mechanisms:

Cost Reduction: Automation of processes leads to lower operational and transaction costs.

Revenue Enhancement: Digital banking services attract more customers, increasing fee-based

income.

e Improved Customer Experience: Faster transactions, personalized services, and 24/7 banking
access.

e Enhanced Risk Management: Al-driven fraud detection and data-driven lending decisions reduce
credit risk.

e Regulatory Compliance: Adoption of digital solutions helps banks meet regulatory standards
more efficiently.

Theoretical Perspectives

The study is supported by relevant financial and technological theories:

e Technology Acceptance Model (TAM): Explains how customer adoption of digital banking
impacts financial performance.

e Resource-Based View (RBV): Highlights how UCBs’ investment in technology creates a
competitive advantage.

e Diffusion of Innovation (DOI) Theory: Examines the adoption rate of digital banking

technologies among customers and Banks

Conceptual Model

The framework can be represented as follows:

Independent Variable: Digitalization (CBS, mobile banking, Al, cybersecurity, etc.)

Mediating Factors: Operational efficiency, customer experience, risk management

Dependent Variable: Financial Performance (Profitability, efficiency, customer retention)

Research objectives
1. To examine the impact of digitalization on the financial performance of Urban Cooperative Banks
2. To identify challenges and opportunities associated with digitalization in Urban Cooperative
Banks
3. To identify challenges and opportunities associated with digitalization in Urban Cooperative
Banks

Literature Review
The impact of digitalization on the financial performance of Urban Cooperative Banks (UCBs)
has been widely studied, focusing on technological adoption, operational efficiency, profitability, and
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customer satisfaction. This section reviews relevant literature to understand how digitalization influences
the financial performance of UCBs, challenges associated with digital transformation, and future
prospects.

1. Digitalization in the Banking Sector

Digitalization has revolutionized the banking industry, leading to increased efficiency, cost
reduction, and enhanced customer experience. According to Bansal (2021), digital banking services such
as mobile banking, internet banking, and automated processes have significantly improved banking
operations by reducing manual intervention and increasing service speed. The adoption of digital
technologies allows banks to streamline operations, expand their reach, and improve financial inclusion
(Kumar & Gupta, 2020).

Furthermore, digital payment systems, including UPI, NEFT, and RTGS, have facilitated
seamless transactions, reducing the dependency on cash-based transactions (Sharma & Batra, 2022). The
integration of fintech solutions and artificial intelligence (AI) in banking has enhanced risk management
and decision-making capabilities, ensuring a more secure and efficient banking environment (Singh &
Verma, 2021).

2. Impact of Digitalization on Financial Performance of UCBs

The financial performance of banks is largely influenced by their ability to leverage digital tools
for operational efficiency and customer satisfaction. A study by Patel and Mehta (2021) found that UCBs
adopting digital banking services witnessed a 15% increase in profitability due to lower operational costs
and higher transaction volumes. Additionally, core banking solutions (CBS) have improved financial
reporting, loan processing, and customer relationship management, leading to better asset quality and
reduced non-performing assets (NPAs) (Raj & Swaminathan, 2020).

A comparative analysis by Rao and Mishra (2021) revealed that cooperative banks that embraced
digital transformation experienced a significant rise in customer retention rates and market share.
However, the study also noted that smaller UCBs faced challenges in adopting digital technology due to
financial constraints and lack of technical expertise.

3. Challenges in Digital Transformation of UCBs

Despite its advantages, digitalization poses several challenges for UCBs. Many of these banks
lack the financial resources to invest in advanced technological infrastructure, making it difficult to
compete with commercial banks (Agarwal & Sharma, 2021). Additionally, cybersecurity threats and data
breaches have increased, requiring robust security frameworks and compliance measures (Khan & Roy,
2020).

Moreover, digital literacy among UCB employees and customers remains a concern, affecting the
adoption rate of digital banking services. A study by Joshi and Nair (2022) emphasized the need for
capacity-building initiatives and government support to enable UCBs to transition smoothly into digital
banking.

4. Future Prospects and Opportunities
The future of digital banking for UCBs looks promising with advancements in artificial
intelligence, blockchain, and cloud computing. According to Kapoor (2022), integrating fintech
partnerships and leveraging big data analytics can help UCBs enhance decision-making, reduce risks,
and offer personalized financial products. Regulatory bodies such as the Reserve Bank of India (RBI)
have introduced guidelines to support digital banking initiatives, ensuring a secure and inclusive financial
ecosystem (Saxena & Mukherjee, 2021).

To remain competitive, UCBs must focus on digital innovation, customer-centric approaches,
and strategic collaborations with fintech companies. Investing in cybersecurity, regulatory compliance,
and digital literacy programs will be crucial in ensuring a successful transition to digital banking (Tiwari
& Ghosh, 2021).
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Research Gap

Despite the increasing digitalization in the banking sector, Urban Cooperative Banks (UCBs)
have faced unique challenges in adopting and integrating digital technologies. While several studies have
explored the impact of digital banking on financial performance in commercial banks, limited research
focuses specifically on UCBs, which operate under different regulatory frameworks and resource
constraints. Previous studies (Patel & Mehta, 2021; Raj & Swaminathan, 2020) have analyzed digital
adoption in banking but have not extensively examined the financial and operational impact on UCBs.
Additionally, research has yet to fully address the challenges UCBs face, such as cybersecurity threats,
financial constraints, and digital literacy gaps. This study aims to bridge this gap by evaluating the
specific effects of digitalization on UCBs’ financial performance, identifying barriers to implementation,
and exploring potential solutions for a more effective digital transition.

Conclusion

The study on the impact of digitalization on the financial performance of Urban Cooperative
Banks (UCBs) highlights the transformative role of technology in modern banking. Digitalization has
significantly influenced the operational efficiency, profitability, and customer engagement of UCBs. The
adoption of digital banking solutions such as mobile banking, internet banking, and automated
transaction systems has led to cost reductions, improved service delivery, and increased financial
inclusion. As UCBs embrace digital transformation, they enhance their ability to compete with
commercial banks and meet the evolving needs of customers.

However, the study also identifies several challenges that hinder the full-scale implementation
of digitalization in UCBs. These include cybersecurity risks, high initial investment costs, regulatory
constraints, and resistance to change from both employees and customers. Many UCBs, particularly
smaller ones, struggle with limited financial and technological resources, making it difficult to integrate
advanced digital infrastructure. Addressing these challenges requires strategic planning, investment in
cybersecurity measures, and continuous training programs to enhance digital literacy among employees
and customers.

Despite these challenges, the opportunities presented by digitalization far outweigh the risks.
By leveraging emerging technologies such as artificial intelligence, blockchain, and data analytics, UCBs
can optimize decision-making processes, enhance customer experience, and strengthen their financial
stability. Collaboration with fintech firms and government initiatives supporting digital banking can
further accelerate this transition.

In conclusion, digitalization is a crucial driver of financial performance and long-term
sustainability for Urban Cooperative Banks. While challenges exist, strategic digital adoption can lead to
enhanced efficiency, improved profitability, and greater financial inclusion. Policymakers, banking
institutions, and technology providers must work together to create a supportive ecosystem that facilitates
the seamless integration of digital banking solutions, ensuring that UCBs remain competitive in the
rapidly evolving financial landscape.
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Abstract

The presentation of the Merchandise and Administrations Assess (GST) in India has brought
transformative Changes to the country’s tax collection framework, altogether affecting different
segments, counting neighbourliness. This ponder analyzes the affect of GST on the eatery and lodging
trade in Gujarat, a key centre for tourism and neighborliness. The investigate investigates key ranges
such as Estimating methodologies, charge compliance, operational proficiency, and shopper conduct.
Utilizing Subjective and quantitative information, the think about recognizes both openings and
challenges confronted by businesses beneath the GST administration. The discoveries give experiences
into the degree to which GST has streamlined operations and influenced benefit within the
neighbourliness division, advertising important suggestions for policymakers and industry partners. This
essential data-based consider tries to degree the conclusion affect of Products and Administrations assess

on different perspective of such commerce from the see point of eatery and inn proprietors in
Ahmedabad.

Keywords: Goods and services tax, Compliance cost, Hotel and Restaurant Business

Introduction

The term “tax” originates from the Latin word taxo or taxare, meaning to assess or appraise
something of value. Taxes are mandatory financial contributions imposed by governments to generate
revenue for public services, infrastructure development, and economic stability. They are fundamental to
governance, facilitating trade, funding welfare programs, and ensuring an equitable distribution of
wealth. A well-structured taxation system plays a crucial role in economic growth by efficiently
allocating resources, promoting financial stability, and enhancing the overall well-being of citizens.

Taxes are classified into two main categories: direct and indirect taxes. Direct taxes, such as
income tax, corporate tax, and property tax, are paid directly to the government by individuals or entities
based on their earnings or assets. These taxes are typically progressive, meaning higher earners
contribute more, ensuring social equity. In contrast, indirect taxes, such as the Goods and Services Tax
(GST), sales tax, and customs duties, are levied on goods and services. Although businesses collect and
remit these taxes to the government, the final burden falls on consumers. While both direct and indirect
taxes serve as crucial revenue sources, they differ in their economic impact, administrative complexities,
and implications for businesses and individuals.

One of the most significant taxation reforms in India’s history occurred in 2017 with the
introduction of the Goods and Services Tax (GST). Before GST, India’s indirect tax system was highly
fragmented, comprising multiple levies such as Value Added Tax (VAT), service tax, excise duty, and
octroi. These taxes varied across states, leading to inefficiencies, increased compliance burdens, and
cascading tax effects, where taxes were imposed on top of other taxes, increasing costs for businesses
and consumers alike.

GST replaced this complex structure with a unified tax system, streamlining tax administration
and fostering transparency. It operates on a multi-tiered system, with central GST (CGST), state GST
(SGST), and integrated GST (IGST) to ensure a fair distribution of tax revenues between the central and
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state governments. One of its key advantages is the elimination of cascading taxes through the input tax
credit mechanism, allowing businesses to claim credit for taxes paid on inputs, thereby reducing the
overall tax burden and encouraging compliance.

The implementation of GST aimed to boost the ease of doing business by simplifying tax
regulations, reducing tax evasion, and enhancing revenue collection. By creating a standardized taxation
framework, GST has helped integrate India’s vast economy, promoting interstate trade and investment.
Additionally, its digital compliance system has increased efficiency, reducing bureaucratic red tape and
fostering transparency.

While GST has had a positive impact on India’s taxation landscape, it has also faced
challenges, such as technical glitches in compliance portals, classification disputes, and periodic rate
revisions. However, continuous policy refinements have addressed many of these concerns, making GST
more effective over time.

Overall, taxation is the backbone of a nation’s economic structure, ensuring sustainable
development, equitable wealth distribution, and efficient public service delivery. Reforms like GST
demonstrate how modern tax policies can drive economic growth by fostering simplicity, transparency,
and efficiency in revenue collection.

Literature Review

The implementation of the Goods and Services Tax (GST) in India has been a significant reform
affecting various sectors, including the restaurant and hotel industry. This literature review examines
studies that analyze the impact of GST on this industry, with a particular focus on Gujarat.

1. Impact on Profitability and Compliance
Faizanbhai (2019) conducted a study titled “Impact of GST on Various Aspects of Restaurant and
Hotel Business in Anand and Nadiad District,” concluding that the profitability of hotels and restaurants
remained constant post-GST implementation. The study also noted a neutral impact on compliance costs,
suggesting that GST neither significantly increased nor decreased the administrative burden on these
businesses.

2. Pricing and Customer Perception
Mirchandani and Japee (2020) explored the “Impact of GST on Hotel Industry with Reference to
Ahmedabad City.” Their findings indicated that while GST aimed to streamline taxation, its effect on
pricing strategies varied among establishments. Customer perceptions were mixed, with some patrons
appreciating the transparency brought by GST-inclusive pricing, while others were sensitive to the price
adjustments resulting from the new tax regime.

3. Tax Rates and Operational Challenges
A study published in the International Journal of Creative Research Thoughts (2023) analyzed the
GST rates applicable to the hotel industry. It highlighted that mid-tier hotels benefited from a reduced
GST rate of 18% for room tariffs between INR 2,500 and INR 7,500, whereas higher-end hotels faced a
GST rate of 28% for tariffs above INR 7,500. The study emphasized the need for hotels to adapt their
pricing strategies to remain competitive under the new tax structure.

4. Comparative Analysis of Pre and Post-GST Scenarios
A study by Parmar (2013) examined the “Impact of GST on Hotel Industry,” providing a
comparative analysis of the tax burden before and after GST implementation. The research found that
while GST simplified the tax structure by consolidating various taxes, the overall tax incidence for some
hotels increased, necessitating adjustments in their financial planning and pricing strategies.
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5. Broader Economic Implications
A literature review by the International Journal of Creative Research Thoughts (2020) discussed
the broader economic implications of GST on various sectors, including the hotel industry. The review
suggested that while GST aimed to create a unified tax system, its impact varied across different
industries, with the hotel sector experiencing both challenges and opportunities in adapting to the new tax
regime.

6. Regional Focus on Gujarat
While specific studies focusing solely on Gujarat are limited, the available literature indicates that
the state’s hotel and restaurant industry experienced effects similar to the national trends post-GST
implementation. Businesses in regions like Anand, Nadiad, and Ahmedabad have had to navigate the
complexities of the new tax system, adjusting their operations and pricing strategies accordingly.

Research Gap

While several studies have explored the impact of GST on the hospitality sector at a national
level, there is limited research specifically focusing on Gujarat’s restaurant and hotel industry. Existing
studies analyze GST’s effects on profitability, pricing, and compliance but often lack a region-specific
perspective, particularly addressing small and mid-scale businesses. Additionally, research has not
sufficiently examined the long-term adaptations of hotels and restaurants to GST, including strategic
pricing, tax compliance challenges, and customer perception in Gujarat. This study aims to bridge these
gaps by providing a focused analysis of GST’s impact on various operational and financial aspects of the
restaurant and hotel industry in Gujarat.

Research Objectives
1. To analyze the impact of GST on pricing strategies and revenue generation in the restaurant and
hotel industry in Gujarat.
2. To assess the effect of GST on compliance costs and administrative burdens for businesses in the

sector.
3. To evaluate customer perception regarding GST implementation in restaurants and hotels in
Gujarat.
Research Methodology

Research Design
This study will adopt a mixed-method research approach, combining both qualitative and
quantitative methods to gain a comprehensive understanding of GST’s impact.

Method of Data Collection
For the study purpose primary data has collected through the structured questionnaire.

Sampling Size and Method

For the research purpose researcher has structured questionnaire containing various factors
which can be affected by GST. Researcher collected data of 500 hotel and restaurant owners of Gujarat
from 5 cities Ahemdabad, Vadodra, Surat, Anand and Nadiad through structured questionnaire.

Sampling Method
Population: Restaurants and hotels operating in Gujarat, including small, mid-sized, and luxury
establishments.

Sampling Technique: A stratified random sampling method will be used to ensure representation
across different categories of businesses (budget hotels, luxury hotels, small restaurants, chain
restaurants, etc.).
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Sample Size: Approximately 100-150 businesses across major cities in Gujarat (Ahmedabad, Vadodara,
Surat, Rajkot, etc.).

Data Collection Methods
Primary Data: Collected through structured surveys and interviews with restaurant and hotel owners,
managers, and customers.
Secondary Data: Sourced from government reports, research journals, hotel industry financial reports,
and GST policy documents.

Data Analysis Techniques
Quantitative Analysis: Statistical tools such as SPSS and MS Excel will be used for data analysis,
including descriptive statistics, regression analysis, and comparative analysis of pre-GST and post-GST
financials.

Qualitative Analysis: Thematic analysis of interviews with industry stakeholders to understand
their perspectives on GST implementation challenges and adaptations.

Data interpretation
Impact on Pricing Strategies

Prior to GST, businesses were subject to multiple indirect taxes, including VAT, service tax,
and luxury tax. The introduction of GST consolidated these taxes into a single structure with tax slabs of
5%, 12%, and 18%, depending on the type and size of the establishment.

The study reveals that small restaurants benefited the most, as their tax burden reduced from 8-
10% to 5%. This led to minor price reductions, making dining more affordable for customers. Mid-sized
restaurants experienced a neutral effect, as their tax rate remained around 12%, similar to the pre-GST
regime. Meanwhile, luxury hotels and fine-dining restaurants saw a slight decrease in their tax burden,
from 20-25% to 18%, making them more competitive.

Although the new tax structure reduced tax cascading, some businesses struggled with the
classification of GST slabs, especially when dealing with mixed services (e.g., food and lodging).
Despite initial confusion, most businesses adapted their pricing models to comply with GST rates.

1. Compliance and Administrative Burden

The introduction of GST initially posed compliance challenges for businesses. Previously,
restaurants and hotels had to file VAT and service tax separately, which varied by state. With GST,
businesses had to transition to an online tax filing system, requiring investment in software, training, and
accounting services.

Survey responses indicate that 50% of businesses reported an increase in compliance costs,
particularly for accounting and tax filing services. The cost of maintaining GST-compliant billing
software and hiring trained accountants increased by 40-50% in the initial phase. Small businesses, in
particular, found the transition challenging, as they had limited resources to invest in new technology and
expertise.

However, over time, businesses reported greater efficiency and ease in tax filing. The automation
of GST filing reduced paperwork and improved financial transparency. Additionally, input tax credit
(ITC) benefits helped some businesses recover indirect tax payments, leading to better financial
management.

2. Revenue Trends: Pre-GST vs. Post-GST
The revenue analysis suggests that GST did not negatively impact overall business performance.
Small restaurants saw a 5% increase in revenue, while mid-sized and luxury establishments experienced
a 3-10% growth.
This growth can be attributed to two main factors:
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Standardized tax rates, which eliminated ambiguity in pricing. Customer trust and transparency,
as bills explicitly mentioned GST charges.

Luxury hotels benefited from a reduced GST rate of 18% (compared to the earlier 20-25%),
which made their pricing more attractive, especially for tourists. On the other hand, mid-sized businesses
had a more stable revenue pattern, as their tax rate did not change significantly.

1. Customer Perception and Spending Behavior
Customer awareness regarding GST remains moderate, with 45% of customers understanding and
accepting GST charges on their bills. However, 35% of customers expressed dissatisfaction, mainly due
to price adjustments that some restaurants made to accommodate GST.
Spending behavior largely remained unchanged post-GST, with luxury dining witnessing a slight
increase (20%), as customers perceived tax-inclusive pricing to be more transparent. Small and mid-sized
restaurants saw stable footfall, indicating that GST did not deter customers from dining out.

2. Challenges Faced by Businesses

Despite the benefits of a unified tax system, businesses encountered challenges in adapting to
GST:High initial compliance costs (reported by 50% of businesses).

Complex classification of GST slabs (5%, 12%, 18%), causing confusion in tax calculations (40%
of respondents).

Technical issues in online tax filing (reported by 35% of businesses).

Customer resistance to price adjustments (30% of businesses).
Although these challenges were significant during the initial implementation phase, businesses gradually
adjusted, and compliance burdens reduced over time.

Conclusion

The implementation of the Goods and Services Tax (GST) has significantly impacted Gujarat’s
restaurant and hotel industry, bringing both challenges and benefits. By replacing multiple indirect taxes
with a unified system, GST has simplified tax administration, improved transparency, and eliminated the
cascading effect of taxes.

The study reveals that small and mid-sized restaurants benefited from a lower or stable tax rate,
which helped maintain affordability for customers. Luxury hotels and fine-dining restaurants saw a slight
reduction in taxation, making them more competitive. While initial compliance costs increased due to the
need for digital tax filing and accounting upgrades, businesses gradually adapted, and the efficiency of
tax administration improved over time.

Revenue trends indicate that GST did not negatively affect business performance, with most
establishments reporting stable or slightly increased earnings. Customer perception towards GST remains
mixed—while many appreciate the transparency, some still express concerns about price adjustments.
Spending behavior has largely remained unchanged, suggesting that GST has not deterred consumers
from dining out or booking hotels.

Despite some challenges, such as high initial compliance costs, classification complexities, and
customer resistance to price changes, the long-term impact of GST on the restaurant and hotel industry in
Gujarat appears positive. The new taxation system has streamlined business operations, encouraged
compliance, and enhanced financial transparency, contributing to the overall growth of the hospitality
sector.

Going forward, further refinements in GST policies, increased awareness programs for both
businesses and customers, and continued technological advancements in tax filing can help maximize the
benefits of GST. Overall, the GST reform has paved the way for a more structured and efficient taxation
framework in Gujarat’s hospitality industry, fostering sustainable business growth and economic
stabilizer
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Abstract

Cash management is one of the essential elements of financial strategy with direct implications on
liquidity, solvency, profitability and operating efficiency of any organization. Cash management as a
strategic tool to assess financial performance is investigated in this study with emphasis on its
implications for significant financial ratios, working capital optimization and risk management. Proper
cash management guarantees companies to fulfill short-term commitments, support growth and reduction
of financial risks. It increases liquidity by synchronizing cash inflows and outflows, less reliance on
external funding and optimal utilization of excess cash. The research emphasizes the use of digital
software, automation and strategic forecasting to enhance financial resilience. Empirical data from
market leaders illustrate the link between rigid cash control and better financial performance. Meeting
challenges like forecasting inefficiencies and economic fluctuations outside of its control, the article
recommends data-driven strategies and technology implementation. Ultimately, successful cash
management is a key driver of financial sustainability and competitiveness.

Keywords: Cash Management, Liquidity, Financial Performance, Working Capital, Risk Mitigation.

Introduction

Cash management is one of the fundamental parts of financial planning, securing liquidity,
streamlining working capital and optimizing total financial wellness. It requires cash inflow and outflow
planning, cash controlling and monitoring to bring a balance that maximizes profitability while ensuring
optimum liquidity. Effective management of cash enables firms to settle short-term obligations, finance
opportunities for expansion and limit financial risks.

The utility of cash flow in measuring financial health lies in its ability to provide a snapshot of an
entity's liquidity position and business performance in real time. Favorable cash flow shows a firm's
capacity to continue operations, whereas unfavorable cash flow can mean financial trouble. In contrast to
profitability, which tends to be subject to accounting manipulation, cash flow gives a clear picture of
financial strength and facilitates decision-making by stakeholders.

This article seeks to investigate cash management as a strategic measure of measuring financial
performance. It investigates essential components of cash flows, how they affect liquidity and
profitability and cash management best practices. The scope entails reviewing cash flow statements,
discovering ways to optimize cash reserves and comprehending the effects of effective use of cash
towards achieving sustainable financial development.

Concept of Cash Management

Cash management is a process of procuring, processing and utilizing cash flows properly to meet
liquidity requirements and achieve financial performance at the best possible level. Cash management
involves cash inflows from operations, investment and financing and cash outflows in operating
expenses, debt repayment and investment in capital. Most essential elements of cash management are
cash forecasting, cash budgeting, cash payment and collection policy, cash management and investing
idle funds.
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The main aim of cash management is to achieve an optimal balance of cash favourable to
operating requirements and minimizing idle cash. It is to settle liabilities quickly, enhance liquidity,
maximize returns on excess cash and minimize financial risks. Effective cash management also attempts
to reduce borrowing costs, increase working capital efficiency and promote business expansion.

In the short term, effective cash management provides smooth daily operations by precluding
cash shortages and maintaining the firm in a solvent position. It helps firms manage payables and
receivables efficiently, reducing the utilization of short-term loans. In the long run, tactical cash
management improves financial stability by providing capital investments, maintaining profitability and
enhancing creditworthiness. With balanced cash flows aligned with business goals, companies can
enhance financial strength and fuel sustainable growth.

Cash Management and Financial Performance

Effective cash management is a critical determinant of the financial performance of an
organization because it influences the liquidity, solvency, profitability and operational efficiency.
Optimizing the money flow allows firms to be financially fit, optimize their efficiency and attain
improved key financial ratios.

Both liquidity and solvency are the two most important financial health measures and both of
them are directly affected by cash management. Liquidity refers to the ability of a company to make
timely short-term payments, while solvency is an indicator of its ability to endure in the long run. Cash
shortages due to poor cash management lead to late payment, poor supplier relations and increased cost
of borrowing. Alternatively, a good cash management system yields a steady cash flow, keeping external
financing at a minimum and reducing the risk of financial distress. The lower Cash Conversion Cycle
(CCCO) indicates good cash management, reduces the cost of holding and improves profitability.
Additionally, operating cash flow ratio analyses a company's ability to produce cash by means of core
business operations and remains financially sound. With an improvement in such ratios, corporations
increase investor trust and financial reliability.

In short, cash management is a tactical tool that has a direct impact on liquidity, solvency,
profitability and financial efficiency. Organizations with effective cash management practices enhance
financial performance by reducing risks, enhancing operational flow and optimizing key financial ratios.
A disciplined cash management ensures long-term sustainability and competitive advantage in changing
business environments.

Strategic Approaches to Cash Management

Effective cash management involves a strategic process to provide liquidity, improve financial
performance and maintain business growth. Organizations use several methods to maximize cash flow,
minimize risks and enhance decision-making. The main strategies involve cash budgeting and
forecasting, working capital optimization and using technology and digital tools.

Cash budgeting and forecasting are essential for ensuring financial stability. An effective cash
budget allows companies to plan for future cash inflows and outflows and ensure adequate funds to pay
bills. Forecasting enables the estimation of short-term and long-term cash needs, which allows
companies to manage potential liquidity risks. Historical data, market trends and predictive analytics are
used for accurate forecasting, which allows firms to efficiently manage cash and use resources
effectively.
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Improved working capital optimizes cash flows and financial stability. Firms opt for these to
manage pivotal assets like accounts receivable and stock. Policies vary from collection acceleration of
the accounts receivables to terms improvements on favourable credit from their respective suppliers as
well as curtailing surplus inventories. It becomes possible through balance maintenance with adequate
assets relation to liabilities at best, boosting liquidity levels while decreasing their financial costs besides
operational efficiency.

The use of technology in cash management has revolutionized financial operations, allowing real-
time tracking and automation of cash processes. Digital solutions like enterprise resource planning (ERP)
systems, cash flow management software and artificial intelligence (Al)-based analytics improve
accuracy and efficiency. Automated cash management solutions allow for improved fund allocation,
fraud detection and regulatory compliance. Digital payment systems and blockchain technology also
enhance transaction speed, security and transparency, enhancing overall financial performance.

With a combination of such strategic methods, organizations can build stronger cash management
practices, becoming financially stable with sustainable growth. A proactive, data-driven practice of cash
management is a basic requirement for evaluating and enhancing general financial performance.

Challenges in Cash Management

Cash management is the practice of managing a company’s financial assets to maximize liquidity
while minimizing costs and risks [10]. It involves collecting revenues, managing payments and
maintaining any surplus funds [10]. Effective cash management helps companies sustain operations, even
in unpredictable times and strategically position themselves for future growth [10]. However, several
challenges can hinder effective cash management they are as below:

- Change is economic situations can lead to sudden decline in turnover which can result in uneven
cashflow.

- Recovery of payments from takes more time and resources, delayed payments from customers
leads to delayed payments to vendors, it adversely affects reputation of organisation.

- Some unpredicted events such as fire, theft, fraud, can quickly deplete cash reserves.

- Sudden changes in regulatory framework such as tax laws, industry specific norms changes can
impact cashflows.

- Lack of financial visibility can hinder cash management.

- Cash management is all about forecasting of cashflow but failure in predicting may result in
insufficient cash flows.

- Lack or insufficient data for forecasting of cash flow, can negatively impact the planning process
and lead to flawed cash flow forecasts.

- Insufficient cash reserve for overcoming market pressures, unexpected expenses, or decreases in
revenue.

To overcome these challenges, companies can integrate solid Financial Planning & Analysis
(FP&A) tools for forecasting, reporting and driver-based scenario planning; focus on working capital
Key Performance Indicators (KPIs) directly correlated to cash; focus on operational and technological
enhancements to cut down on overhead spend; develop a plan and ensure solid business fundamentals
before applying for loans; create robust review processes to keep tabs on cashflow ongoings; and turn to
a financial consultant for guidance[5]. Leveraging the latest technology to automate workflows in finance
and treasury is also becoming critically important [3].
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Case Studies and Empirical Evidence

Effective cash management is a key contributor to improved financial performance. Some
companies have proven strategic cash management practices that enhanced their profitability and
liquidity to a great extent.

JP Morgan Chase: This firm implemented a centralized cash management system to maximize
visibility into global cash positions. Through the utilization of real-time analytics, the bank maximized its
cash flow forecasting and enhanced decision-making capacities, enhancing liquidity management,
decreasing costs and overall financial operation [8].

HSBC: HSBC used virtual account management to automate reconciliation processes for
corporate customers. It facilitated enhanced cash inflow and outflow control with minimal manual
intervention, leading to increased efficiency, lowered reconciliation time and improved corporate
customer liquidity forecasting [8].

ITC & Britannia: ITC and Britannia have been known to have high cash ratios, which reflect
good solvency [9]. ITC, in fact, had a cash ratio consistently higher than the industry average, which
reflects a liberal working capital policy [9].

Lupin Ltd: A case study of pharmaceutical firm Lupin Ltd identified that successful cash
management is important for business success [7]. The research examined different cash management
ratios and concluded that the cash management position of Lupin Ltd was in order during the research
period [7].

NBFCs: Research on Non-Banking Financial Companies (NBFCs) in India, with a focus on
Indiabulls Housing Finance Ltd., highlighted that increasing knowledge and skills in cash flow
management is crucial for business survival and development [4].

The value of cash management is revealed when there are financial crises. The 2008 global
financial crisis unveiled a number of companies with weak liquidity management, like Lehman Brothers
that failed as a result of excessive borrowing and a failure to control short-term cash commitments.
Companies like Johnson & Johnson and Coca-Cola survived the crisis by adhering to prudent cash flow
management, holding available credit lines and spreading revenues to support operations.

Various industries have distinct cash management requirements and procedures. Competitive
market and regulatory requirements of an industry can considerably impact cash management policies

13].

In the FMCG industry, how well a company is able to sell products can decide its turnover and
not how much it produces. Such companies are able to make cash quickly, sometimes even with negative
working capital [9].

In Pharmaceutical Firms Efficient cash management is critical because of the need to reduce
investment in cash without jeopardizing the liquidity [7].

These illustrations highlight that sound cash management is not just a matter of liquidity
protection but an instrument of financial stability, risk reduction and expansion. Proactive management
of cash flows by companies will cause them to perform better than their counterparts, especially in times
of economic uncertainty.
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Future Scope of Study

Future studies can investigate the effect of new technologies like artificial intelligence and block
chain on cash management effectiveness. The contribution of economic cycles, regulatory developments
and sector-specific cash management practices needs to be examined further. Cross-sectional studies
across industries and regions can give more insight into the effect of cash management on financial
performance. Moreover, exploring the incorporation of ESG (environmental, social, and governance)
factors into cash management practices may be a fruitful area of research in the future. Investigating the
behavioral dimensions of financial managers in handling cash and investment can also increase strategic
cash management practices.

Conclusion and Recommendations

This research identifies the essential role of cash management as a strategic tool in measuring
financial performance. Sound cash management maximizes liquidity, optimise working capital and
achieves financial stability. The research findings show that companies with good cash management
strategies experience improved profitability, maintain solvency and avoid financial risks. Proper
forecasting, cash flow alignment and effective investment of excess cash significantly lead to improved
overall financial well-being. The research also highlights the role of digitalization in automating cash
management procedures, eliminating errors and enhancing the quality of financial decisions.

In order to maximize financial performance, companies need to implement strategic cash
management best practices. These involve precise cash flow forecasting, having optimal cash reserves,
using electronic payment systems and real-time monitoring mechanisms. Companies must also
incorporate automated financial systems to ensure greater transparency and efficiency. Having strong
internal controls and periodic financial reviews also guarantee liquidity stability. Optimising receivables
and payables, minimizing idle cash and utilizing short-term investments also have a substantial impact on
cash flow efficiency.
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Abstract

This paper provides an in-depth analysis of India's changing insolvency regime with special
emphasis on the revolutionary role of the Insolvency and Bankruptcy Code (IBC) of 2016. It looks back
at the pre-IBC era, which was marked by scattered legislation, lengthy delays, and poor creditor rights,
and analyzes the inefficiencies that made a change imperative. The research then explores the IBC's
salient characteristics, including its emphasis on time-bound resolution, shift to a creditor-in-possession
strategy, and the creation of regulatory body like the IBBI. The paper discusses the legislative
framework, enforcement, and real-world efficacy of the IBC, assessing its success in streamlining
insolvency processes, enhancing creditors, and encouraging a more responsible lending culture. While
acknowledging the role of the IBC, the analysis also evaluates issues such as the ability of adjudicating
authorities, the extent of conflict of interest among members in the Committee of Creditors, and the
treatment of operational creditors. The study culminates in proposing continuous updates to address such
problems and attain an even fairer and effective insolvency solution system, particular for MSMEs and
also in some fields like the financial sector.

Key words: Insolvency, Bankruptcy, IBC, Corporate Insolvency Resolution Process (CIRP), Resolution
Plan, Liquidation

Introduction

In the dynamic landscape of economic systems, the insolvency system plays a vital role in
shaping the future of distressed businesses and the financial stability of a nation. The insolvency
framework has undergone a significant transformation in recent years, as India introduced the Insolvency
and Bankruptcy Code (IBC) in 2016. This pivotal moment marked the beginning of a new era in
handling financial difficulties, focusing on making the insolvency process faster and more efficient. This
paper aims to discuss India’s Insolvency resolution system from historical context to recent scenario,
highlighting the regulations, challenges.

Pre-Insolvency Regime in India: An Era of Uncertainties

Prior to commencement of the Insolvency and Bankruptcy Code (IBC), 2016, India's system for
dealing with failing businesses was disorganized. It took a very long time to resolve cases and left
creditor with little power to recover their money, while businesses struggling with debt found it hard to
get help. Under the pre-IBC regime, there was no clear and time-bound legal process in place which
resulted in inefficiency, delay and a general lack of certainty during the resolution process.

One of the main shortcomings of the pre-insolvency regime was the lack of a specific legislation
dealing with the issues of insolvency and bankruptcy. Instead, insolvency proceedings were fragmented
across different statutes like Companies Act 1956, Sick Industrial Companies Act 1985, Recovery of
Debts Due to Banks and Financial Institutions Act 1993, SARFAESI Act 2002, etc, resulting in complex
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and tiresome legal framework (Anant and Mishra, 2019). The Sick Industrial Companies (Special
Provisions) Act, 1985 (SICA) was a measure towards tackling company sickness but was weak in having
an effective and timely resolution mechanism (Pardhasaradhi, 2020). At this time the Board for Industrial
and Financial Reconstruction (BIFR) made a serious attempt to revive the companies that were
financially stressed. But its effectiveness was affected by lack of a clear and time-bound process.

Overall, pre-insolvency regime in India was disorganized and there was lack of comprehensive
legal framework, which resulted into inefficiencies and hinderance in the timely resolution of distressed
assets. The shortcomings of this era laid the foundation for the transformative changes introduced by the
IBC in 2016, aiming to create a more efficient, transparent and equitable insolvency resolution
framework for India (Anant & Mishra, 2019).

Transformative Paradigm - The Insolvency and Bankruptcy Code (IBC)

The introduction of the Insolvency and Bankruptcy Code (IBC) in India in 2016 was a turning
point, as it has integrated the fragmented laws related to insolvency in a single code. During pre-IBC era
there was a delay in resolution process due to lack of specialist legal infrastructure and lack of timebound
process. The IBC sought to resolve these issues through the delivery of a time-bound and formal
mechanism for the resolution of stressed assets, an entrepreneurial culture and balancing creditors' and
debtors' interests.

The IBC brought important changes in the earlier insolvency regime. It has given power to
initiate insolvency process to creditors making change from debtor-in-possession to creditor-in-
possession (Kattadiyil & Islamov, 2021). The Code mandated Corporate Insolvency Resolution Process
(CIRP) for companies and individuals and the Bankruptcy Resolution Process (BRP) for partnership
firms and individuals.

The IBC emphasize on a time-bound resolution, taking into account the importance of prompt
decision-making in the case of distress. The CIRP has a 180-day timeline, extendable by another 90 days
in exceptional situations. The time-bound process ensures effective process of resolution and reduces the
burden of cost on the stakeholders (Srivastava, 2022).

Insolvency and Bankruptcy Board of India (IBBI) was established under IBC, 2016 to regulate
the insolvency professionals, insolvency professional agencies and information utilities. The Code also
designates National Company Law Tribunal (NCLT) for cases of corporate insolvency and the Debt
Recovery Tribunal (DRT) for cases of individual insolvency. These adjudicating institutions have an
important role to play in ensuring timely and fair resolution of insolvency cases.

Legislative Framework of the IBC

The IBC codified and supplemented the existing legislations, enacting a uniform legal framework
for resolution of insolvency. The Code replaced the outdated Sick Industrial Companies (Special
Provisions) Act, 1985 and opened the doors to a newer and more streamlined resolution process. The
legislative regime is established four-tiered framework consisting of the Insolvency and Bankruptcy
Board of India (IBBI), Insolvency Professionals (IPs), Adjudicating authorities and Information Utilities
(Pardhasaradhi, 2020).

The Code contains principles like parity of treatment for creditors, security or priority of payment
for secured creditors and realization of the value of assets. The idea of a resolution plan, wherein a
potential resolution applicant submits a proposal for the revival or restructuring of the company, is a vital
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component. Where the resolution does not work out, the Code allows for initiation of the process of
liquidation, with an orderly and transparent distribution of assets.

Implementation of the IBC

The application of the IBC has brought about a revolutionary impact on the regime of insolvency.
The NCLT and DRT, as adjudicating authority, ensures that the resolution process follows the stipulated
timeframes and norms of the Code. The IBBI monitors and regulates the registration of insolvency
professionals, insolvency professional agencies and information utilities, which ensures professionalism
and accountability in the resolution process.

IBC has witnessed several modifications and amendments being introduced to suit practical
issues as also to make it more efficient. The Committee of Creditors (CoC) of the financial creditors is an
instrumental party in making key decisions during the course of insolvency proceedings. Voting powers
and procedures of voting have undergone changes and enhancements in terms of time to ensure a balance
between protecting creditors' interests on one side and a viable solution on the other side

Enforcement of the IBC has been instrumental in setting a precedence for the settlement of high-
profile insolvency matters, including the likes of India's leading corporate players. Such high-profile
cases as the settlement of Bhushan Steel, Essar Steel and Ruchi Soya Industries have not only established
the success of the Code but also settled contentious legal questions, leading the way towards future
insolvency settlements.

Practical Implications of the IBC

The practical impact of the IBC is wide-ranging and numerous, extending to stakeholders across
the economic spectrum. For creditors, the IBC gives them a predictable and time-limited framework for
recovery of dues, minimizing time and expenses taken by lengthy court cases. The transparent process of
resolution helps in realizing the best value out of distressed assets, both for secured and unsecured
creditors.

The IBC has also induced a culture of responsibility and accountability among corporate debtors.
Threatened with the possibility of insolvency, debtors have an incentive to cooperate and engage
constructively with the resolution process to avoid negative outcome of liquidation. Such a shift in
culture has precipitated a pragmatic and collaborative process of financial distress resolution that works
towards reviving viable business ventures.

The insolvency professionals, being a very important part of the resolution process, play a
significant role in running the affairs of the debtor during the resolution period. Their qualifications and
impartiality assist in making the resolution process efficient. The availability of a proper number of
qualified insolvency professionals and potential conflicts of interest are challenges that need consistent
attention towards functioning of the IBC appropriately.

Key Statistics
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As per the data shown in Figure 1: Corporate Insolvency Resolution Process shows increasing
trends in total CIRP cases admitted since the implementation of IBC. The total admitted cases as on
March 2017 was 37 and it increased to 8,175 by December 2024. The number of closed cases has also
increased, reaching 6192 by December 2024. No of ongoing cases were 36 in March 2017 and it
increased over the years upto 1983 as of December 2024. The data shows fluctuations in the number of
admitted, closed and ongoing cases at different intervals, with notable increases between March 2020 and

December 2024.
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As per the data shown in Figure 2 presents the distribution of CIRP closures based on different
modes. 44% of the cases have resulted in initiation of liquidation, while 56% of the cases have been
closed through resolution, appeal, review, settlement, or withdrawal. The data represents the overall trend
in how CIRP cases are concluded under the Insolvency and Bankruptcy Code (IBC).

Positives of the IBC

The IBC has received widespread appreciation for its positive impact on the insolvency
environment in India. Its most notable achievement is the instituting of a time-bound resolution process,
unlike the slow and indefinite character of insolvency proceedings under the previous system (Kattadiyil
& Islamov, 2021). The strict timelines not only speed up the resolution but also keep the financial burden
on the stakeholders to a minimum. The transition to creditor-centricity is another improvement provided
by the IBC. This empowerment of the creditors will also result in more promptness towards addressing
the issues of insolvency, for efficient intervention and quicker resolution of cases. Responsible lending
has also been encouraged because, with their improved powers, the creditors will monitor the fiscal
wellbeing of borrowers in a far stricter manner than was possible hitherto. The open and competitive
bidding procedure for the purchase of troubled assets under the resolution plan has resulted in optimal
price maximization of these assets. This not only serves the creditors by maximizing the potential for
recovery but also promotes the general welfare of the economy by maintaining and rebuilding viable
enterprises.

The IBC has also encouraged the creation of a dynamic market for distressed assets, both
domestic and international investors. The opportunity to buy distressed assets at affordable prices has
encouraged the growth of specialist funds and investors ready to be part of the resolution process,
injecting liquidity and expertise into the distressed asset market.
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Critical Analysis of the IBC

Though the IBC has been greeted as a path-breaking legislation, it is not without its criticisms and
challenges. One of the main issues is the efficiency and capacity of the adjudicating authorities like the
NCLT and DRT (Ayilyath, 2019). The rising number of cases and the necessity to dispose of them
expeditiously at times results in delays, defeating the very purpose of the time-bound strategy
contemplated by the Code.

The operation of the CoC, consisting of financial creditors, has also come under a lens of
suspicion. The centralization of decision-making authority in a few big creditors could potentially result
in conflict of interest and may not be representative enough of the diverse interests of all the
stakeholders. Finding the right balance in the structure and decision-making procedures of the CoC is an
essential issue for fair operation of the IBC.

Another important one is the resolution of operational creditors in the process of resolution. The
IBC gives precedence to financial creditors above operational creditors and, in so doing, places the latter
in a disadvantageous position (Srinivasan, 2020). Discriminatory treatment of various categories of
creditors causes doubts regarding the fairness and representativeness of the resolution process.
The rigidity of the Code in handling particular sectors, the financial sector being one of them, has also
been the subject of debate. The peculiar character of financial contracts and the necessity of a specialized
response in handling financial institutions could necessitate changes or sectoral regulations in order to
balance and make the resolution process more effective.

The impact of the IBC on micro, small and medium enterprises (MSMESs) has been contentious.
While the Code provides for a quick and smooth insolvency resolution process for MSMEs, the actual
world problems of these entities, including low awareness and financial means, need to be tackled to
make the insolvency regime inclusive.

Overall, the Insolvency and Bankruptcy Code has indeed brought very positive changes in terms
of time bound resolution, empowerment of creditors and value maximization of stressed assets. However,
the issues and criticisms, ranging from the efficiency of adjudicating authorities to the treatment of
various classes of creditors, necessitate a continuous and dynamic approach. The evolution of the IBC
via amendments and refinement is a testimony to its resilience to practical realities and ongoing attention
and proactive approach are necessary in order to see the Code thrive in its purpose.

Current Trends in Corporate Insolvency Resolution Process in India

Within the constantly changing business environment of India's corporate insolvency resolution,
some significant trends have come into play, echoing both the flexibility of the system and the ever-
changing business world. As per the latest estimations, some of the important trends are dominating the
Corporate Insolvency Resolution Process (CIRP) within the nation.

One of the most significant trends is the growing dependence on technology and digital platforms
in insolvency resolution. The enactment of the Insolvency and Bankruptcy Code (IBC) in 2016 put in
place a better and transparent mechanism of resolution and technology has been instrumental in making
these goals a success. Electronic interfaces have been introduced for communication, information
transmission and e-auctions of stressed assets, resulting in efficiency and saving time for resolution.

Another interesting trend is the growing significance of pre-packaged insolvency resolution
processes. With an eye towards quicker and cheaper resolutions, the IBC has undergone changes to bring
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in a pre-packaged framework. This method incorporates debtor-creditor negotiations prior to seeking out
formal insolvency proceedings and it gives a more consensual as well as time-saving resolution
mechanism. Pre-packs try to balance saving healthy businesses and protecting the interests of creditors.

Besides, an increasing focus is being put on the Committee of Creditors (CoC) in the decision-
making process in the insolvency resolution. Trends of late suggest a move towards more cooperative
and informed decision-making by the CoC such that the collective experience of creditors is utilized to
unlock the maximum possible value of distressed assets. Such a trend goes with the overall agenda of
increasing transparency and accountability in the insolvency resolution process.

Another prominent trend is the acknowledgment of the special problems confronting Micro,
Small and Medium Enterprises (MSMESs). The IBC has been revised to offer a less stringent and speedy
resolution process for MSMEs, given their special financial characteristics and business intricacies. The
trend speaks of inclusiveness and acknowledges the important role MSMEs have to play in the Indian
economy.

The influence of the COVID-19 pandemic has also touched corporate insolvency trends.

Economic dislocations from the pandemic triggered a brief hold on insolvency proceedings to help
alleviate business pandemic-related stress. After the period of moratorium, there has been heightened
interest in containing the economic spillover of the pandemic in the insolvency resolution process, with
stakeholders looking at the peculiar issues and uncertainty triggered by the world health crisis.
In summary, the recent developments in the Corporate Insolvency Resolution Process in India are
indicative of a responsive and evolving system. From the application of technology to achieve efficiency
improvements to the growth of pre-packaged insolvency structures the environment is changing to
accommodate the constantly evolving needs of the business and the creditors. With the IBC still growing,
such trends reflect stakeholders' determination to promote a stronger, more transparent and inclusive
insolvency resolution regime in India.

Conclusion and Recommendation

In Conclusion, the analysis of India's insolvency regime since the pre-Insolvency and Bankruptcy
Code (IBC) era to recent trends in resolution of corporate insolvency reflects a trajectory of significant
changes and on-going adaptations. The passage of the IBC in 2016 was watershed, with an aim to repair
the inefficacies and uncertainties which had hindered the previous insolvency regime. With emphasis on
timely resolutions, creditor empowerment and establishment of specialist adjudicating authorities, the
IBC sought to streamline the resolution process of financial distress to be more efficient and transparent.

The IBC has certainly brought about change for the better, including accelerating resolution
timelines, maximizing asset value and instilling a culture of accountability among stakeholders.
Milestone cases have proven its worth while also identifying areas where there is scope for improvement.
But critical analysis reveals underlying issues, including the effectiveness of adjudicating authorities,
handling of various classes of creditors and the unique dynamics of sectors like MSMEs and financial
institutions.

Despite these challenges, recent innovation in the corporate insolvency resolution framework
demonstrates the resilience and responsiveness of the system to new needs. Whether it is the use of
technology to enable digital platforms and pre-pack insolvency structures, there is continued innovation
among stakeholders in making the insolvency resolution system more efficient and accessible.
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Through its journey in turbulent waters of insolvency, India has come along way, but the
journey to a healthy and equitable regime is still long. A vigilance, proactive measures and collaboration
between stakeholders are needed to overcome present challenges, take advantage of future trends and see
the insolvency framework evolve harmoniously with the changing economic landscape. Through
innovation, fairness, accountability and transparency, India can follow a path towards more sustainable
and resilient insolvency system that fosters economic growth and financial stability for decades to come.
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Abstract

Artificial intelligence has great impact in every spheres of economy. The rapid integration of
Artificial Intelligence (Al) into the accounting profession has transformed the industry in profound ways,
optimizing traditional processes, increasing efficiency, and providing new avenues for decision-making.
This paper aims to explore the impact of Al in accounting, focusing on its current applications,
challenges, and future potential. By examining Al's influence on tasks such as data entry, audit processes,
financial analysis, and fraud detection, the research evaluates how Al reshapes the profession, enhancing
the accuracy and speed of accounting practices while addressing potential concerns such as job
displacement, ethical issues, and data security. The basic Idea and various field of application of Al in
accounting, has been discussed here. In this study the opinion of various reviewers are analyzed and a
comparison is made to get the impact of Al in accounting profession. In future business world vast data
processing and its interpretation is required. Implementation of Al is obligatory and Accountants and
professionals need to develop their skills. In this study discussion have been made on requirement of Al
in accounting profession through analyzing its merits and demerits. In conclusion the study suggests that
Al will not replace accountant but their profession will be changed in nature. They need to develop some
Technological skills. It focuses that there is significant impact on accounting profession and adapting the
change arises due to implementation of Al, this profession may glorify the competitive job market.

Key Words: Artificial Intelligence, Accounting, Auditing, Technology

Introduction

Artificial Intelligence has already begun to revolutionize various industries, and accounting is no
exception. Al refers to the ability of machines to perform tasks that typically require human intelligence,
such as learning, problem-solving, and pattern recognition. With the rapid development of big data and
deep learning technologies, the tide of artificial intelligence (Al) is sweeping over the world. The era of
Al has brought systematized and data-oriented upgrades as well as continuing developments in
operational techniques across industries. Also, it exerts an unprecedented impact on the traditional
accounting industry. In the accounting field, AI technologies—such as machine learning, natural
language processing, and robotic process automation (RPA)—are being employed to streamline
processes, reduce human error, and improve the overall quality of financial reporting.

The rise of Al has brought intelligence and automation to traditional accounting, which makes
traditional accounting break the boundaries of traditional work and continuously develop into the field of
intelligent accounting. As a result, more and more companies use intelligent software to perform basic
accounting work and adopt robots to replace financial personnel, which compels accountants and
auditors to improve their abilities in all aspects to deal with the sweeping Al era. More importantly, this
makes the accounting industry upgrade unceasingly to keep pace with the age of Al. Nowadays, it
becomes an inevitable trend for Al agents to carry out the basic operational tasks for human beings.
However, they are not without flaws. On one hand, with the efficiency of the industry rising, entry-level
or low-level accounting practitioners are very likely replaced by these Al tools. On the other hand, there
is still some work that these Al tools cannot do for human beings, and they cannot completely replace
humans in all aspects. Next, we will study the role of Al in the accounting industry, analyze the benefits
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and issues that Al has brought to the accounting industry and its personnel, and give out our suggestions
for the future development and transformation of the accounting industry and its personnel.

Literature Review

Chukwuani & Egiyi (2020) examined the impact of artificial intelligence on accounting
industry. They showed the level of advancement taking place in the accounting industry in automating
the accounting process. Finally they outlined the accountants place in the modern automation and how
the accountant of the 21st century can adapt to the wide spread automation in the industry.

Luan et.al,.(2020) talked about the challenges and directions of Al technology and big data in
education ,research, policy making and industry. Their argument is that in reaction to the innovation and
dilemmas brought forth by the Al and big data revolution academia, policy makers and professionals
from variety of discipline must engage in effectual collaboration to fully actualize the potential of the Al
and the data advancement. Their collaborative approach is essential, but major problem is lack of vision
of the part of the group and lack of knowledge and skill also.

Levina Layadi (2023) the aim of this research was to analyze the Impact of Artificial
Intelligence on Accounting and the Accountant Profession. The conclusion of the study was that
Artificial intelligence (Al is the study of intelligent minds that can be used for calculations. Calculations
performed by artificial intelligence aim to create a more controlled computer system, simplify the user's
work and analyze problems. However, due to the lack of adequate information in accounting, therefore,
accounting and the accounting profession must evolve and adapt to a changing environment, so that it
provides benefits and is kept up-to-date and relevant, but also must be connected with the world.

Huiquan Jinl1, Lei Jin et al .(2023) the purpose of this study was to study the role of Artificial
Intelligence in the Accounting Industry with respect to china. In this paper, analysis was done to discuss
the advantages and disadvantages Al brings to the accounting industry and its personnel, and provide
suitable suggestions for them to seize opportunities and meet challenges in the era of Al

Aparna Medda Santra (2024) in this study the opinion of various reviewers is analyzed and a
comparison is made to get the impact of Al in accounting profession. In future business world vast data
processing and its interpretation is required. In this study discussion have been made on requirement of
Al in accounting profession through analyzing its merits and demerits. In conclusion the study suggests
that AI will not replace accountant but their profession will be changed in nature. They need to develop
some Technological skills. It focuses that there is significant impact on accounting profession and
adapting the change arises due to implementation of Al, this profession may glorify the competitive job
market.

Objective of the Study
The objective of the study is to discuss the impact of artificial intelligence on the accounting
operations.

Research Question
The Research question raised on what impact does artificial intelligence has in the accounting
function and overall business performance.

Methodology

The study is descriptive in nature and conducted through study of various literatures and
published secondary data. Thus, the study purely adopts secondary data source through internet and
academic database like literature reviews, empirical studies, website, books, journal, reports etc.
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Results and Discussion

The first commercial application of Al technology in the accounting industry was on March 10th,
2016. As one of the Big Four accounting firms, Deloitte first announced the formal introduction of Al
into the daily work of accounting. Then, the other big accounting firms made the same decision, and
financial robots or Al agents have been introduced in succession. These companies make use of the
characteristics of constantly repeating the same work in the accounting industry to fulfill the work of
accounting, auditing, and taxation, which marks the gradual transformation of the accounting industry
from traditional to modern.

Focus Areas of Applications of Artificial Intelligence in Accounting and Auditing
Based on study of existing literature the main areas of application of Al in the field of accounting
and auditing are as follows:

e Automated Bookkeeping: Al-powered systems can automatically record financial transactions,
categorize expenses, and reconcile bank statements. This reduces manual entry errors and frees up
time for accountants to focus on more complex tasks.

e Fraud Detection: Al algorithms analyze patterns in financial data to detect anomalies that might
indicate fraudulent activity. By using machine learning, Al can identify suspicious transactions or
unusual behavior that human auditors might miss.

¢ Financial Forecasting: Al tools help predict future financial trends by analyzing historical data
and external factors. This can assist in budgeting, forecasting, and strategic decision-making.

e Tax Compliance and Planning: AI can help identify tax-saving opportunities by analyzing
financial data and suggesting deductions or credits. It can also ensure compliance with tax laws
and regulations by tracking changes in tax codes.

e Accounts Payable and Receivable: Al can automate the process of managing invoices, payment
approvals, and collections. For example, Al can predict when payments are likely to be overdue
and help manage cash flow more effectively.

¢ Financial Reporting: Al can generate financial reports by automatically compiling data and
presenting it in user-friendly formats. This helps accountants create timely and accurate reports
for stakeholders.

e Expense Management: Al helps monitor and control business expenses by analyzing spending
patterns and providing recommendations for cost reduction. It can also automate expense
approvals and integrate with existing accounting systems.

e Predictive Analytics: By using machine learning, Al can predict future financial outcomes based
on current data, helping businesses make proactive decisions regarding investments, capital
allocation, or operational strategies.

e Expert Systems (ES): it is the subset of knowledge based system that include an expert's
expertise in the system knowledge base. In financial accounting Expert Systems is applied in
designing financial statement and Accounting Information system processing invoices and putting
entries, assessing standards, developing worksheets etc. In auditing and inventory control system
ES is also applicable.

e Continuous Auditing: continuous auditing is associated to paperless accounting information
systems, significant technical hurdles, lack of standards and guidance, increased value of real
time financial information and timely audit report. Al is used to enhance the audit process by
reviewing large datasets and identifying errors, discrepancies, or areas that require further
investigation. Machine learning can analyze transactions more efficiently than traditional manual
methods.
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e Decision Support System (DSS): it is a Computer Based system which is interactive, adaptable
and versatile and helpful in decision making process. The use of DSS can be found in various
unstructured accounting, auditing and Management tasks.

e Deep Learning & Machine Learning: here computer system imitates the human thinking and
learning to perform a particular job. As per ibm.com Machine Learning is a branch of Artificial
Intelligence and computer science which focuses on the use of data and algorithms to imitate the
way that human learn, gradually improving its accuracy.

e Neutral Network (NN): It is a machine learning system that is applied in risk assessment which
is a fundamental part of the auditing process.

e Natural Language Processing (NLP): It is a field of study that focuses on teaching artificial
models to understand and process human speech. It is a virtual Al Technological tool that focuses
on the replication of human natural language and communication methods. Al-powered NLP
tools can help accountants interpret complex financial documents (e.g., contracts, invoices) and
extract relevant data automatically.

e Fuzzy Logic: It is a technique of reasoning that resembles human thinking since its methodology
mimics how human make decisions.

¢ Robotic Process Automation (RPA): It perform rule based and standardized tasks. Robots can
be trained or programmed to do rule- based, repetitive, high volume operations. RPA differs from
Al in that, it is process driven while Al is data-driven.

e Emergence of Block Chain Technology: Block Chain Technology allows for the secure and
cost-effective transmission of any value (data, asset, cash and information)in real time. It will be
very useful for accountant and auditor since it will provide useful data for corporate reporting,
analyzing population data instead of sample, data for audit design etc.

e Emergence of Big Data: Big data is a double-edged sword that is characterized by four Vs.—
large volume ,high velocity, wide variety, and uncertain veracity. It should be used tactically
otherwise it will generate big problem. Apart from these 'Genetic Algorithm' and 'Hybrid System'
are some of the technologies which are helpful for automation and advancement of accounting
and auditing process.

Possible Benefits of AI Implementation
Al brings numerous benefits to the accounting field, improving both efficiency and accuracy.
Here are some of the key advantages:

e Increased Efficiency: Al can automate repetitive and time-consuming tasks, such as data entry,
transaction categorization, and reconciliation. This allows accountants to focus on more strategic
tasks, improving overall productivity.

e Cost Savings: By automating manual processes, businesses can reduce the need for additional
staff and minimize errors that could result in costly corrections. This leads to significant savings
in both time and money.

e Improved Accuracy: Al systems are less prone to human error and can process large volumes of
data with precision. They can identify discrepancies, inconsistencies, or mistakes in real-time,
ensuring that financial records are accurate and reliable.

e Better Fraud Detection: Al algorithms can analyze patterns in financial transactions and detect
unusual behavior or anomalies that could indicate fraud. This enhances security and helps prevent
financial losses from fraudulent activities.
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¢ Real-Time Reporting and Insights: Al can quickly generate financial reports and offer real-time
insights into a company’s financial health. This allows for faster decision-making, better financial
planning, and improved forecasting.

e Enhanced Compliance: Al can help accountants stay compliant with evolving tax laws and
regulations by automatically tracking changes and ensuring that all financial activities are in line
with the latest requirements.

e Faster Decision-Making: With Al-driven analytics, accountants and business leaders can access
real-time insights and predictive forecasts. This accelerates decision-making processes and helps
businesses make data-driven choices more effectively.

e Scalability: Al can handle increasing volumes of data with ease, allowing businesses to scale
operations without a corresponding increase in workload. As companies grow, Al systems can
process more data without the need for additional resources.

e Personalized Financial Recommendations: Al tools can analyze past data to provide tailored
financial advice, identifying areas for cost reduction, investment opportunities, or revenue
growth, helping businesses improve their financial performance.

e Better Client Service: In firms that provide accounting services, Al can enhance client
interactions by offering faster response times, personalized advice, and more accurate reports,
improving overall client satisfaction.

e Continuous Learning and Improvement: Al systems can learn from new data and improve
their capabilities over time, becoming more effective in tasks such as forecasting, auditing, and
tax planning as they gather more information.

e Simplified Audit Processes: Al streamlines audits by analyzing vast amounts of data quickly and
efficiently, identifying potential issues or areas of concern more effectively than traditional
methods.

In summary, Al in accounting leads to greater productivity, cost efficiency, accuracy, and better
decision-making, while also enabling businesses to adapt more quickly to changing conditions and
regulatory requirements.

Risk aspects of Al implementation
While the implementation of Al in accounting offers significant benefits, there are also several
risks associated with its adoption. Here are some key risk aspects to consider:

e Data Privacy and Security Concerns: Al systems rely on large amounts of data, which may
include sensitive financial information. If Al systems are not properly secured, they could
become targets for cyber-attacks or data breaches, putting client and company data at risk.

e Bias in Algorithms: Al systems can inherit biases from the data they are trained on. If the
training data is skewed or unrepresentative, the Al can make decisions that unfairly favor certain
groups or lead to inaccurate conclusions.
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e Job Displacement:The automation of accounting tasks might lead to job displacement for certain
roles, particularly those that involve repetitive or manual tasks. Employees may need to adapt to
new roles or face unemployment if their positions are entirely replaced by Al

e Over-reliance on Al: Over-relying on Al could lead to the de-skilling of the accounting
workforce and a lack of human judgment in critical decision-making. Al may not be able to
handle complex or ambiguous situations the way an experienced accountant can.

e Integration Challenges:Integrating Al into existing accounting systems may be complex, costly,
and time-consuming. Legacy systems might not be compatible with newer Al technologies,
leading to implementation delays or disruptions in operations.

¢ Regulatory and Compliance Risks:The rapid development of Al could outpace regulations,
leaving organizations uncertain about compliance with emerging laws and industry standards.
Improper use of Al might violate financial regulations, especially concerning data handling and
reporting.

e Lack of Transparency and Accountability:Al decision-making processes can be opaque,
especially with complex machine learning models. This lack of transparency can make it difficult
to understand how Al arrived at a particular conclusion, which is crucial in fields like accounting
where accuracy and transparency are paramount.

e High Initial Costs:The initial costs of Al implementation—such as purchasing software, training
staff, and maintaining the system—can be high. Small to mid-sized accounting firms, in
particular, may find these costs prohibitive.

e Al System Errors or Failure:Al systems can malfunction or make incorrect decisions,
especially if the data inputs are flawed, incomplete, or misinterpreted. In accounting, this could
lead to serious errors in financial reporting or analysis.

e Ethical Concerns:Al might be used in ways that raise ethical concerns, such as making decisions
that prioritize efficiency over fairness or transparency. The ethical use of Al in sensitive financial
matters is critical to maintaining trust.

¢ Vendor Dependency:If an accounting firm relies on third-party Al vendors, they may become
dependent on the vendor for software updates, maintenance, and support. This can create risks if
the vendor goes out of business or the product no longer meets evolving needs.

e Change Management and Employee Resistance:Employees may resist the adoption of Al,
fearing job loss or the challenge of adapting to new technologies. This resistance can slow down
the implementation process and reduce the effectiveness of Al tools.

Here are some opinions of the reviewers:
e Implement strong data encryption, access controls, and regular security audits to ensure that
sensitive data is protected.
e Regularly audit AI models for bias, ensure diverse data sets are used for training, and implement
human oversight to spot and address biased outcomes.
e Invest in employee training and re-skilling programs to help the workforce transition to more
strategic or advanced roles that complement Al systems.
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e Ensure a balance between Al automation and human oversight. While Al can handle routine
tasks, human judgment should still play a key role in strategic decisions and problem-solving.

e Plan for a phased implementation and ensure that Al tools are compatible with existing systems.
Work with IT professionals and Al vendors to ensure smooth integration.

e Stay updated on regulatory changes and ensures that Al systems are designed with compliance in
mind. Consult legal experts to navigate new and evolving regulations related to Al use in
accounting.

e Choose Al tools that offer explainable Al (XAI) models, which provide insight into how
decisions are made. Ensure that accountability for Al-generated results remains with human
oversight.

e Consider gradual implementation to spread out costs, and evaluate the long-term return on
investment (ROI) to ensure that the benefits outweigh the initial expenditure.

e Implement strong monitoring and testing protocols to regularly check the AI’s performance.
Always have a backup system or manual oversight to catch potential errors.

e Establish clear ethical guidelines for Al implementation and use. Involve ethical review boards or
committees to evaluate the impact of Al decisions and ensure ethical standards are upheld.

Ensure contracts with Al vendors include provisions for continued support, updates, and clear
data ownership rights. Consider contingency plans in case of vendor issues.

e Foster a culture of change by clearly communicating the benefits of Al, involving employees in
the implementation process, and offering training programs to help them adapt.

Conclusion

The integration of Artificial Intelligence (Al) into the accounting profession has brought about
profound transformations, offering significant benefits in terms of efficiency, accuracy, cost reduction,
and enhanced decision-making. Al automates repetitive tasks such as bookkeeping, transaction
categorization, and reconciliation, which allows accountants to focus on more strategic, value-added
activities. Additionally, AD’s ability to analyze large volumes of data in real-time improves financial
forecasting, fraud detection, and compliance, thereby boosting overall productivity and reducing human
error.

However, the adoption of Al also comes with certain risks. Issues related to data privacy,
algorithmic bias, over-reliance on automation, and potential job displacement need to be carefully
managed. Furthermore, challenges such as the integration of AI with legacy systems, high
implementation costs, and regulatory compliance concerns can pose significant hurdles for businesses
and accounting firms.

Emergence of Al in accounting is an opportunity not a challenge for the accountant and
accounting industry. Accountant should welcome AI Technology; they should improve their knowledge
about it and should produce maximum output. To maximize the benefits while minimizing the risks, it is
crucial for firms to adopt a balanced approach. This includes ensuring proper training, maintaining
human oversight, establishing ethical guidelines, and keeping systems secure and compliant. Ultimately,
Al has the potential to redefine the accounting profession, making it more agile and data-driven, but
careful implementation and monitoring are key to navigating the complexities it introduces.
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Abstract

Risk management is essential for the survival and sustainability of small and home-based
enterprises, which often operate with limited financial resources and face various uncertainties, including
market fluctuations, operational inefficiencies, and regulatory challenges. These businesses contribute
significantly to local economies by generating employment and fostering innovation. However, due to
their small scale, they are highly vulnerable to financial instability, supply chain disruptions,
technological gaps, and compliance issues.

This study evaluates the effectiveness of risk management practices in small and home-based
enterprises, identifying key risks and analyzing the strategies used to mitigate them. The research
incorporates both primary and secondary data, including surveys conducted with business owners in the
Valsad district and an extensive review of existing literature on financial planning, technological
adoption, and government support initiatives.

The findings Indicate that while many small enterprises recognize the importance of risk
management, a significant number still lack structured frameworks to address financial, market, and
operational risks. Businesses that adopt proactive strategies, such as digital financial management tools,
diversification of supply chains, and government-backed financial assistance, tend to perform better in
managing risks.

This research provides valuable insights for business owners, policymakers, and financial
institutions. It highlights the need for enhanced financial literacy, improved accessibility to credit
facilities, and increased awareness of available government support programs. The study concludes that
structured risk management practices, combined with technological integration and policy interventions,
can significantly enhance the resilience and long-term sustainability of small and home-based enterprises.

Keywords: Risk Management, Small Enterprises, Home-Based Businesses, Financial Risks, Business
Sustainability

Introduction

Small and home-based enterprises contribute significantly to economic development, particularly
in emerging economies. These businesses create employment opportunities and drive innovation.
However, their small scale makes them vulnerable to various risks, including financial crises, supply
chain disruptions, and regulatory changes. Unlike large corporations, small businesses often lack
structured risk management frameworks. Therefore, this study aims to evaluate the effectiveness of risk
management practices in small and home-based enterprises, identify challenges, and propose solutions to
improve resilience.
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Review of Literature
Several studies have explored risk management in small enterprises:

¢ Financial Risk Management

Brigham and Ehrhardt (2019) emphasized that financial planning and liquidity management are
essential for small businesses. Many enterprises fail due to poor cash flow management, making financial
risk a key challenge.

Kaplan and Mikes (2012) categorized financial risks into liquidity, credit, and market risks. They
suggested that diversification and financial literacy programs could help small businesses mitigate these
risks.

e Market Risks and Uncertainty

Aven (2016) highlighted that market fluctuations, changing consumer preferences, and
competition pose significant threats to small enterprises. Businesses with proactive market risk strategies,
such as flexible pricing and digital marketing, tend to be more sustainable.

A study by the World Bank (2022) found that small businesses that relied solely on traditional
sales channels faced higher risks compared to those that adopted e-commerce platforms.

e Role of Technology in Risk Management

Gujarati and Porter (2020) discussed the impact of digital tools on business risk management.
Their study found that cloud-based accounting, automated financial tracking, and online payment
systems improved risk management efficiency.

The Ministry of Micro, Small, and Medium Enterprises (MSME) (2023) reported that businesses
using digital payment solutions and e-commerce platforms were more resilient to financial instability and
economic downturns.

e Government Support and Policies

Government intervention plays a critical role in mitigating risks for small enterprises. The MSME
Annual Report (2023) highlighted that microfinance loans, subsidy programs, and insurance schemes
provided financial security to small businesses. However, many business owners lacked awareness of
these benefits, limiting their effectiveness.

The World Bank (2022) recommended that policy interventions should focus on improving
financial literacy and accessibility to credit facilities for small enterprises.

Summary of Literature Review

Existing research indicates that risk management is crucial for business sustainability. Challenges
such as financial instability, market fluctuations, and lack of technological adoption can be mitigated
through structured financial planning, government support, and the integration of digital tools.

Objectives
The primary objectives of this research are:

To analyze the effectiveness of risk management practices in small and home-based enterprises.
To identify key financial, market, and operational risks faced by these businesses.

To explore risk mitigation strategies, including financial planning and technological adoption.
To assess the role of government policies in supporting risk management in small enterprises.
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Methodology

This study employs a mixed-method approach, combining both qualitative and quantitative
research.

Data Collection Methods:

e Primary Data: Surveys and interviews were conducted with 50 small and home-based business
owners in the Valsad district. The questionnaire focused on risk management strategies, financial
challenges, and technological adoption.

e Secondary Data: Government reports, journal articles, and industry research studies were
analyzed to provide context and comparative insights.

Data Analysis:

Responses from surveys were analyzed using descriptive statistics, while qualitative insights from
interviews were categorized into key themes.

Findings

1. Financial Challenges
e 65% of respondents reported difficulty in securing bank loans due to a lack of collateral.
e 40% faced inconsistent cash flow, making it hard to manage expenses.

2. Market Risks and Customer Demand
e 58% of business owners struggled with fluctuating demand due to market uncertainties.
e 30% reported increased competition from larger firms with better resources.

3. Technological Adoption
e 45% of respondents had not integrated digital payment solutions, increasing their financial
risk.
o Businesses that used online sales platforms saw a 20% increase in revenue compared to those
relying solely on physical sales.

4. Awareness of Government Support
e Only 35% of business owners were aware of government financial assistance programs.
o Those who utilized microfinance loans reported better financial stability.

Conclusion

This research highlights that small and home-based enterprises face significant financial and
market risks due to limited resources and lack of structured risk management strategies. However,
adopting financial planning, leveraging technology, and increasing awareness of government policies can
enhance business resilience.

Implications

e Policymakers should focus on improving financial literacy programs and increasing the
accessibility of microfinance loans.
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e Small businesses should invest in digital tools for risk management, such as cloud-based
accounting and online sales platforms.

e Government agencies should implement awareness campaigns to educate entrepreneurs about
available financial support programs.

Recommendations

1. Financial Planning: Small businesses should implement budgeting and cash flow management
strategies to reduce financial instability.

2. Technology Integration: Business owners should adopt digital payment solutions and e-
commerce platforms to reduce market risks.

3. Government Support Awareness: More efforts are needed to educate small business owners
about financial aid programs.

4. Training and Development: Workshops on risk management strategies should be provided to
entrepreneurs to improve their ability to handle financial and operational challenges.

Limitations
o The study focuses only on businesses in the Valsad district, which may limit the generalizability
of findings.
e Data collection was limited to 50 respondents, and results may vary across different regions and
industries.

References
Aven, T. (2016). Risk assessment and risk management: Review of recent advances and applications.

Reliability Engineering & System Safety, 157, 1-14. https://doi.org/10.xxxx/yyyy

Brigham, E. F., & Ehrhardt, M. C. (2019). Financial management: Theory & practice (16th ed.).
Cengage Learning.

Gujarati, D. N., & Porter, D. C. (2020). Basic econometrics (5th ed.). McGraw Hill.

Ministry of Micro, Small, and Medium Enterprises (MSME), Government of India. (2023). Annual
report on MSME sector. Retrieved from https://www.msme.gov.in/

Kaplan, R. S., & Mikes, A. (2012). Managing risks: A new framework. Harvard Business Review,
90(6), 48-60.

World Bank. (2022). The role of small enterprises in economic development. Retrieved from
https://www.worldbank.org/

150

—
| —



Devm@w RESEARCH REVIEW Vol.2, Issue: 149, March 2025

Special Issue .7 2
The Academic Research Issue

i

ISSN: 2321-4708 Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

AN EVALUATION OF THE FINANCIAL EFFICIENCY OF SELECTED BANKS IN INDIA
WITH REFERENCE TO CAMEL MODEL
By
Mr. Jignesh B. Shah
Teaching Assistant
Department of Accounting & Financial Management
Faculty of Commerce, The M.S.University of Baroda, Vadodara.

Abstract

Banking sector is the backbone of any country’s economic development. The financial efficiency
of banks plays very crucial role in ensuring economic stability and growth of country. The banking sector
is a significant contributor to India's service sector, which forms a crucial part of the country's GDP
includes shares in the service sector and supports economic growth, employment and financial inclusion
through Jan Dhan Yojana and others, besides supporting other service industries including Digital
Transformation. This present study examines the financial efficiency of selected banks in India using the
CAMEL Model. During the study, six public sector banks namely State Bank of India, Punjab National
Bank, Bank of Baroda, Union Bank of India, Canara Bank and Indian Banks and six private sector banks
namely HDFC, ICICI, Kotak Mahindra, Axis, IndusIind and IDBI bank have been selected as a sample.
Secondary data have been collected from annual reports of sample banks for 10 years i.e. 2014-15 to
2023-24, Findings of study have relevant implications for stakeholders.

Keywords: Financial Efficiency, CAMEL Model, Capital Adequacy, Asset Quality, Management
Efficiency, Earning Quality

Introduction

Banking is the important sector of economy. It is one of the key indicators to assess the level of
development of any country. Performance of the banking sector is an effective measure and indicator to
checkthe performance of any economy to a large extent. The banking sector reforms were started in India
as a follow up measure of financial sector reforms and economic liberalization in the country. The
banking sector being the life line of the economy has been given due weightage in the financial
Accounting Standards were the basic supporting parameters behind the initiation of reforms in Indian
banking industry.

Banking performance is assessed by implementing a regulatory banking supervision framework.
One supervisory regulation is the CAMEL rating system i.e. CAMLE Model. CAMEL model is very
effective tool. It is used to determine the financial strength and weakness of banks. It also provide
appropriate measures to improve the strength of a bank. In 1996 RBI adopted CAMEL Model
approach. CAMEL Model (Capital Adequacy, Asset Quality, Management Efficiency, Earnings,
Liquidity) are used for examining the financial efficiency of the Indian Commercial Banks and Foreign
Banks in India.

As per Section 5(b) of the Banking Regulation Act, 1949, “banking” means the accepting, for
lending or investment, of deposits of money from the public, repayable on demand or otherwise, and
withdraw-able by cheque, draft, order or otherwise. A company which does banking business in India is
known as a banking company. (www.rbi.org.in)

There are many types of banks. For example, 1. Scheduled Bank: Scheduled banks are those
banks which have been included in the Second Schedule as per the Reserve Bank Act 1934. The RBI has
included those banks in the Second Schedule that meet the prescribe rules of Section 42(6)(a) of the Act.
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Schedule Banks can be divided into two categories: (a) Commercial Banks and (b) Cooperative Banks.
Commercial Banks includes Public Sector Banks, Private Sector Banks, Foreign Banks and Regional
Rural Banks. Co-operative Banks includes State Co-Operative, District Co-Operative and Other Co-
Operative. Public sector banks are those banks where the majority of the stake is held by the government.
Private sector banks are those banks where the majority of the equity is held by private shareholder, the
government does not have it.

Non-schedule bank: Non-scheduled banks are those banks which are not included in the second
schedule to the RBI Act 1934. Those whose capital is less than 5,00,000 rupees are non-scheduled banks.

Review of Related Literature

Gupta (2016) studied “A Comparative Study on the Performance of Public and Private Sector
Banks”. They selected 3 Public Sector Banks (Bank of India, Union Bank of India and Punjab & Sind
Bank) and 3 Private Sector Banks (ICICI Bank, Axis Bank and IndusInd Bank) based on total assets.
The study has covered a period of 10 years from 2006 to 2015. They found that in terms of credit-
deposit ratio, public sector banks were better performers as compared to private bank. While in terms
of investment deposit ratio, return on assets ratio and return on equity ratio, private sector banks were
better performers as compared to public sector banks. In term of savings account deposit per branch,
public sector banks had a strong hold in rural and semi-urban areas, on a contrary private sector banks
were found to be the leaders in metropolitan areas.

Meena (2016) studied “Performance of different public sector and private sector banks by using
CAMEL model”. Author investigated the factors that affect the financial performance of the selected
public sector and private sector banks. He found that the management of NPAs is the weakest area of
private sector and public sector banks.

Srinivasan and Saminathan (2016) apply CAMEL model to rank the public sector, private sector
and foreign banks on the basis of financial performance from2012 to 2014.Theyalso found that
significant difference lies between the mean values of Camel ratios of public sector, private sector and
foreign banks during the period of study.

Purohit and Bothra (2018) “Compare the Performance of SBI and ICICI Bank using CAMEL
parameters”. They conclude that ICICI bank needs to improve its position with regard to capital
adequacy and asset quality while SBI need to improve its position with regard to management
efficiency, earning quality and liquidity.

Kiran (2018) studied “A CAMEL Model Analysis of Selected Public and Private Sector Banks in
India”. Author selected seven Public Sector Banks (State Bank of India, Bank of Baroda, Bank of
India, PNBBank, Union Bank of India, Canara Bank and IDBI Bank) and four Private Sector Banks
(ICICI Bank, HDFC Bank, AXIS Bank and Indusind Bank) as sample and used secondary data for the
last 04 years (2013-14 to 2016-17). Author conclude that private sector banks outperform public sector
banks and first four ranks go to the credit of all the selected private sector banks. The private sector
banks have to improve performance on liquidity aspect and public sector banks have to focus on capital
adequacy, asset quality, management efficiency and earning quality.

Beevi (2019) studied “Financial Performance of Public Sector and Private Sector banks using
CAMEL Model for the period 2010 to 2012”. During the research, the author found that the public
sector banks performed better in terms of capital adequacy, management efficiency, and liquidity as
compared to private sector banks. The NPAs of public sector banks were increasing. The asset quality
management of private sector banks was better due to the precautionary measures they followed while
lending loans and advances.
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Koley (2019) studied “A Study on Comparative Financial Performance of SBI and HDFC from
2013-14 to 2017-18” with the help of the CAMEL model, mean, and t-test. The study indicated that
HDFC performed better in terms of asset quality, management efficiency, earning ability and liquidity.
The capital adequacy ratio of both banks was satisfactory as it outperformed the Basel norms. The
debt-equity ratio of SBI was high which highlighted that it was exposed to more financial risk and
HDFC had taken a safer side by providing a high margin of safety to its depositors.

Madhavi (2023) studied “A Comparative Study on Financial Performance of Selected Public
Sector and Private Sector Banks in India”. The SBI and ICICI Banks were selected as sample. Author
concluded that the financial performance analysis of public and private sector banks showed that ICICI
bank has more ability to meet its obligations related to risk as compared to SBI. In this study, the
author found that ICICI Bank is leading bank as compared to SBI and customer has now more trust on
the private sector banks as compared to public sector banks.

Shah (2024) studied “A Comparative Study on Financial Performance and Growth of Selected
Public Sector and Private Sector Banks in India”. They selected data of 13 financial years (2005-06 to
2017-18) of five Public Sector Banks (State Bank of India (SBI), Dena Bank (DB), Bank of Baroda
(BOB), Andhra (AB) and Punjab National Bank (PNB)) and five Private Sector Banks (ICICI Bank,
Axis Bank, HDFC Bank, YES Bank and DCB Bank). They found that public sector banks have a
higher proportion of deposits and advances than private sector banks, whereas private banks have a
higher share of borrowings and investments as compared to public sector banks. Private sector banks
have a superior overall performance than public sector banks in terms of capital adequacy ratio, assets
quality, management efficiency, earning quality and liquidity.

Scope and Need of the Study

The present study is undertaken to highlight the comparative analysis on financial performance of
selected banks in India through CAMEL Model. Through the study we would came to know the
financial efficiency of the selected banks operating in India. Apart from this, due to the expected
increase in competition in the banking industry, the comparative analysis of the financial efficiency of
select banks will gain significance in the coming times. Therefore, there is a need to know the best
performing banking sector in India.

Objectives of the Study
1. To examine the financial performance of selected banks in India using different parameters of
the CAMEL Model.

2. To assess the overall relative financial position of selected banks in India.

3. To compare the financial efficiency of selected banks in India based on different parameters of
the CAMEL Model.

4. To provide recommendations for improving the performance of banks in India.

Research Methodology

The study is based on quantitative research methodology taking into its ambit the secondary data
as per availability in annual reports of sample banks.

e Population of Study: The population of the study is 12 Public Sector Banks and 21 Private Sector
Banks in India.

e Sample Size: Six public sector banks namely State Bank of India (SBI), Punjab National Bank
(PNB), Bank of Baroda (BOB), Union Bank of India (UBI), Canara Bank (CB) and Indian Bank
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(IB) and six private sector banks namely HDFC Bank, ICICI Bank, Kotak Mahindra Bank (KM),
Axis Bank, Indusind Bank and IDBI Bank have been taken as sample. The sample have been
selected on the basis of market capitalization as on 31.03.2024 (https://www.nseindia.com).

e Period of the study: The study covers a period of 10 Years i.e. from 2014-15 to 2023-24.

e Sources of Data Collected: The present study is based on secondary data.The relevant data has
been collected from published data of selected banks annual reports and money control website
(www.moneycontrol.com).

e Analytical Tools for the study:

To examine the financial efficiency of the selected banks in India, internationally accepted
CAMEL rating parameters have been applied. CAMEL is an acronym for five parameters (capital
adequacy,assets quality, management soundness, earnings and liquidity). CAMEL rating is a subjective
model which assesses financial strength of a bank, whereas CAMEL ranking indicates the banks
comparative position with reference to other banks.

Some of the financial ratios have been usedforanalysis of financial efficiency of selected banks in
India.Statistical tool i.e. meanarecalculatedusingMS-Excel.

Data Analysis and Interpretation

Financial Efficiency
Financial efficiency of selected banks in India on different parameters of CAMEL Model is
as follows.

Capital Adequacy
It describes whether the bank has sufficient capital to meet future unexpected losses. It also
provides indication of financial position of the banks and also provide additional capital requirement.
Tablel:Capital to Risk Weighted Assets Ratio (CRAR %)
2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023-
15 16 17 18 19 20 21 22 23 24

SBI 12 13.12 | 13.11 12.6 | 12.72 | 13.06 | 13.74 | 13.83 | 14.68 | 14.28 | 13.31 9

Banks Mean | Rank

PNB 12.21 | 11.28 | 11.66 9.2 9.73 | 14.14 | 1432 | 145 155 | 1597 | 12.85 11

BOB 12.6 | 13.17 | 12.24 | 12.13 | 1342 | 133 | 1499 | 15.68 | 16.24 | 16.31 | 14.01 8

UBI 10.22 | 10.56 | 11.79 | 11.46 | 11.86 | 12.71 | 12.56 | 14.52 | 16.04 | 16.97 | 12.87 10

CB 12.6 | 13.17 | 12.24 | 12.13 | 1342 | 133 | 1499 | 15.68 | 16.24 | 16.31 | 14.01 8

IB 12.86 | 13.2 | 13.64 | 12.55 | 13.21 | 14.12 | 15.71 | 16.53 | 16.49 | 16.44 | 14.48 7

HDFC 16.8 15.5 14.5 14.8 17.1 18.5 18.8 18.9 19.3 18.8 | 17.30 3

ICICI 17.02 | 16.64 | 17.39 | 18.42 | 16.89 | 16.11 | 19.12 | 19.16 | 18.34 | 16.33 | 17.54 2

KM 17.17 | 16.34 | 16.77 | 18.22 | 17.45 | 17.89 | 22.26 | 22.69 | 21.8 | 20.55 | 19.11 1

Axis 15.09 | 1529 | 1495 | 16.57 | 15.84 | 17.53 | 19.12 | 18.54 | 17.64 | 16.63 | 16.72 4

IndusInd | 12.09 | 15.5 | 1531 | 15.03 | 14.16 | 15.04 | 17.38 | 18.42 | 17.86 | 17.23 | 15.80 5

IDBI 11.76 | 11.67 | 10.7 | 10.41 | 11.58 | 13.31 | 15.59 | 19.06 | 20.44 | 22.26 | 14.68 6

Note: CRAR and Capital Adequacy Ratios are interchangeably used.
(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, Kotak Mahindra Bank ranks on the top position with highest CRAR
(19.11%) followed by ICICI, HDFC, Axis, IndusInd and IDBI in private sector banks, while Indian Bank
ranks on the top position with highest CRAR (14.48%) followed by Canara, BOB, SBI, UBI and PNB in
public sector banks. So, private sector banks have more CRAR as compared to public sector banks.

Asset Quality
Asset quality assess the soundness of banks or financial institutions against loss of value in the
assets. The level and severity of non-performing assets, adequacy of provision etc. impact the asset
quality.
Table 2:Gross NPA Ratio (%)
2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023-
15 16 17 18 19 20 21 22 23 24

SBI 4.25 6.5 9.11 | 1091 | 7.53 6.15 4.98 3.97 2.78 2.24 5.84 6

Banks Mean | Rank

PNB 6.55 129 | 1253 | 1838 | 155 | 1421 | 14.12 | 11.78 | 8.74 573 | 12.04 11

BOB 3.71 9.99 | 1046 | 12.26 | 9.61 94 8.87 6.61 3.79 2.92 7.76 8

UBI 4.96 8.7 11.17 | 15.73 | 1498 | 14.15 | 13.74 | 11.11 | 7.53 476 | 10.68 10

CB 3.89 9.4 9.63 | 11.84 | 8.83 8.21 8.93 7.51 5.35 4.23 7.78 9

IB 4.4 6.66 7.47 7.37 7.11 6.87 9.85 8.47 5.95 3.95 6.81 7

HDFC 0.92 0.89 1.05 1.3 1.36 1.26 1.32 1.17 1.12 1.24 1.16 1

ICICI 3.78 5.82 8.74 9.9 7.38 6.04 533 3.76 2.87 2.26 5.59 5

KM 1.85 2.36 2.59 2.22 2.14 2.25 3.25 2.34 1.78 1.39 2.22 3

Axis 1.34 1.67 5.04 6.77 5.26 4.86 3.7 2.82 2.02 1.43 3.49 4

Indusind | 0.81 0.87 0.93 1.17 2.1 245 2.67 2.27 1.98 1.92 1.72 2

IDBI 5.88 | 10.98 | 20.62 | 29.44 | 27.47 | 27.53 | 22.37 | 19.14 | 6.38 453 | 1743 12
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(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, HDFC Bank ranks on the top position with lowest Groos NPA
(1.16) followed by IndusInd, KM, Axis, ICICIand IDBI in private sector banks, while SBI Bank ranks on
the top position with lowest Groos NPA (5.84) followed by IB, BOB, CB, UBI and PNB in public sector
banks. So, private sector banks have less Gross NPA as compared to public sector banks.

Table 3:Net NPA Ratio (%)

Banks 2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023- Mean | Rank
15 16 17 18 19 20 21 22 23 24

SBI 2.12 3.81 5.19 5.73 3.01 2.23 1.5 1.02 0.67 0.57 2.59 6

PNB 4.06 8.61 7.81 11.24 | 6.56 5.78 5.73 4.8 2.72 0.73 5.80 12

BOB 1.87 5.06 4.72 5.49 3.33 3.13 3.09 1.72 0.89 0.68 3.00 8

UBI 2.71 5.25 6.57 8.42 6.85 5.49 4.62 3.68 1.7 1.03 4.63 10

CB 2.65 6.42 6.33 7.48 5.37 4.22 3.82 2.65 1.73 1.27 4.19 9

IB 2.5 4.2 4.39 3.81 3.75 3.13 3.37 2.27 0.9 0.43 2.88 7

HDFC 0.25 0.28 0.33 0.4 0.39 0.36 0.4 0.32 0.27 0.33 0.33 1

ICICI 1.61 2.98 543 543 2.29 1.54 1.24 0.81 0.51 0.45 2.23 5

KM 0.92 1.06 1.26 0.98 0.75 0.71 1.21 0.64 0.37 0.34 0.82 3

Axis 0.44 0.7 2.11 34 2.06 1.56 1.05 0.73 0.39 0.31 1.28 4

IndusInd | 0.31 0.36 0.39 0.51 1.21 0.91 0.69 0.64 0.59 0.57 0.62 2

IDBI 2.88 6.78 | 13.21 | 16.69 | 10.11 | 4.19 1.97 1.27 0.92 0.34 5.84 11

(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, HDFC Bank ranks on the top position with lowest Net NPA (0.33)
followed by Indusind, KM, Axis, ICICIland IDBI in private sector banks, while SBI Bank ranks on the
top position with lowest Net NPA (2.59) followed by IB, BOB, CB, UBI and PNB in public sector
banks. So, private sector banks have less Net NPA as compared to public sector banks.

Management Efficiency
Management efficiency enables the evaluation of better and good management quality and also
helpful to banks to achieve sustainable growth.

Table 4:Profit Per Employee Ratio (X Crore)

Banks 2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023- Mean | Rank
15 16 17 18 19 20 21 22 23 24

SBI 0.06 0.05 0.05 0.17 0.00 0.06 0.08 0.13 0.21 0.26 0.11 5

PNB 0.05 -0.06 0.02 -0.17 | -0.03 0.01 0.02 0.04 0.03 0.09 0.00 10

BOB 0.07 -0.1 0.03 -0.04 0.08 0.01 0.01 0.09 0.18 0.24 0.06 7

UBI 0.05 0.04 0.02 0.14 -0.08 | -0.08 | 0.04 0.07 0.11 0.18 0.05 8

CB 0.05 -0.05 0.02 -0.07 0.01 -0.04 | 0.03 0.07 0.12 0.18 0.03 9

IB 0.0495 | 0.04 0.07 0.06 0.02 0.04 0.07 0.1 0.13 0.2 0.08 6

HDFC 0.13 0.14 0.17 0.2 0.23 0.24 0.26 0.28 0.28 0.31 0.22 1

ICICI 0.16 0.14 0.12 0.08 0.04 0.08 0.17 0.23 0.28 0.29 0.16 2

KM 0.11 0.07 0.11 0.12 0.12 0.13 0.14 0.14 0.15 0.08 0.12 4

Axis 0.17 0.18 | 0.0668 | 0.047 | 0.0761 | 0.024 | 0.09 0.16 0.11 0.25 0.12 4

IndusInd | 0.0938 | 0.0992 | 0.1133 | 0.1426 | 0.119 | 0.144 0.1 0.14 0.21 0.21 0.14 3

IDBI 0.05 -0.21 -0.28 -0.47 | -0.88 | -0.73 | 0.08 0.14 0.2 0.3 -0.18 11

(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, HDFC Bank secures the highest Profit Per Employee ratio (0.22)
followed by ICICI, IndusInd, KM, Axisand IDBI in private sector banks, while SBI Bank secures the
highest Profit Per Employee ratio (0.11) followed by IB, BOB, UBI, CB and PNB in public sector banks.
So, private sector banks have more profit per employee as compared to public sector banks.

Earning Quality
The growth of future earnings and constant increase in income indicates the quality of earnings.

Table 5:Net Interest Margin Ratio (%

Banks 2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023- Mean | Rank
15 16 17 18 19 20 21 22 23 24

SBI 3.16 2.96 2.84 2.16 2.95 3.19 3.04 3.12 3.37 3.28 3.01 6

PNB 3.15 2.6 2.38 2.16 241 23 2.88 2.71 3.06 3.09 2.67 9

BOB 231 2.05 2.19 243 2.72 2.73 2.71 3.03 3.31 3.18 2.67 9

UBI 2.5 2.29 2.08 1.94 221 2.29 2.47 2.71 2.9 2.99 2.44 11
CB 2.25 2.19 2.23 242 2.63 2.29 2.76 2.82 2.95 3.05 2.56 10
IB 2.5 2.33 2.59 2.9 2.96 2.87 2.81 2.93 3.37 3.47 2.87 7
HDFC 3.79 3.89 43 43 43 43 4.1 4 4.1 3.53 4.06 3

ICICI 3.48 3.49 3.25 3.23 3.42 3.73 3.69 3.96 4.48 4.53 3.73 5

KM 4.9 4.3 4.5 4.3 4.3 4.6 441 4.62 5.33 5.32 4.66 1

Axis 3.92 32 3.67 3.44 3.43 3.51 3.53 3.47 4.02 4.07 3.63 4

IndusInd | 3.65 3.81 3.99 3.99 3.8 4.14 4.71 4.54 4.76 4.81 4.22 2

IDBI 1.9 1.88 1.62 1.81 2.03 2.61 3.38 3.73 4.52 4.93 2.84 8

(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, Net Interest Margin of KM Bank is highest i.e. 4.66 followed by
IndusInd, HDFC, Axis, ICICI and IDBI in private sector banks, while SBI Bank is highest i.e. 3.01
followed by IB, PNB, BOB, CB and UBI in public sector banks. So, private sector banks have high Net
Interest Margin as compared to public sector banks.

Table 6:Return on Assets Ratio (%)
2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023-
15 16 17 18 19 20 21 22 23 24

SBI 0.68 0.46 0.41 -0.19 | 0.02 0.38 0.48 0.67 0.96 1.36 0.52 7

Banks Mean | Rank

PNB 0.53 | -0.61 | 0.19 -1.6 -1.25 | 0.04 0.15 0.26 0.18 0.54 | -0.16 11

BOB 0.48 -0.8 0.2 -0.34 | 0.06 0.05 0.07 0.57 0.97 1.12 0.24 8

UBI 0.49 0.35 0.13 -1.07 | -0.59 | -0.53 | 0.27 0.47 0.69 1.03 0.12 10

CB 0.55 | -0.52 0.2 -0.75 | 0.06 | -0.32 | 0.23 0.48 0.81 1.01 0.18 9

IB 0.54 0.36 0.67 0.53 0.12 0.26 0.5 0.63 0.77 1.07 0.55 6

HDFC 1.73 1.73 1.68 1.93 1.9 2.01 1.97 2.03 2.07 1.98 1.90 2

ICICI 1.86 1.49 1.35 0.87 0.39 0.81 1.42 1.84 2.16 2.37 1.46 3

KM 1.98 1.19 1.73 1.73 1.69 1.87 1.85 2.13 247 2.61 1.93 1

Axis 1.83 1.72 0.65 0.04 0.63 0.2 0.7 1.21 1.82 1.83 1.06 5

IndusInd 1.9 1.91 1.86 1.9 1.39 1.54 1.03 1.28 1.81 1.92 1.65 4

IDBI 029 | -1.09 | -1.37 | -246 | 468 | -426 | 0.46 0.84 1.2 1.65 | -0.94 12

Note: Return On Assets and Return on Average Assets are interchangeably used.
(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, KM Bank is ranked on the top position with highest ROA ratio of
1.93 followed by HDFC, ICICI, Indusind, Axis and IDBI in private sector banks, while IB is ranked on
the top position with highest RAO ratio of 0.55 followed by SBI, BOB, CB, UBI and PNB in public
sector banks. So, private sector banks have high ROA as compared to public sector banks.

Table 7:Return on Equity Ratio (%)

2014- | 2015- 2016- 2017- 2018- 2020- | 2021- | 2022- | 2023-
Banks 15 16 17 18 19 2019-20 21 22 23 24 Mean | Rank
SBI 11.17 7.74 7.25 -3.78 0.48 7.74 9.94 13.92 | 19.43 | 20.32 9.42 7

PNB 8.12 -11.2 3.52 -32.85 | -24.2 0.59 3.88 5.96 394 | 11.66 -3.06 11

BOB 9.21 | -13.42 4.53 -7.64 1.18 1.23 1.5 11.86 | 18.34 | 18.95 4.57 8

UBI 9.73 6.84 291 -20.9 | -15.57 -12.5 6.68 | 10.11 | 13.26 | 15.58 1.61 10

CB 11.06 | -10.69 4.15 -16.74 1.4 -8.05 6.71 | 12.82 | 19.49 | 22.06 4.22 9

IB 8.34 5.46 9.97 8.27 2.28 4.35 10.63 | 12.13 | 14.73 | 19.24 9.54 6

HDFC | 16.47 | 16.91 16.26 16.45 14.12 16.8 16.6 16.9 17.4 16.1 16.40 1

ICICI 14.3 11.3 10.3 6.6 32 7.1 12.2 14.8 17.3 18.7 11.58 4

KM 13.19 8.72 12.35 10.89 11.47 12.25 11.01 134 | 1436 | 15.08 12.27 3

Axis 18.57 | 17.49 7.22 0.53 8.09 2.34 7.55 | 12.91 | 18.38 | 18.86 11.19 5

IndusInd | 18.59 | 16.78 15.26 16.48 13.25 14.53 7.33 10.2 | 14.53 | 15.32 14.23 2

IDBI 3.85 | -16.57 | -30.08 | -50.99 | -48.94 | -46.82 | 10.06 | 13.6 | 16.15 | 19.5 -13.02 12

Note: Return on Equity and Return on Average Equity are interchangeably used.
(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, HDFC Bank gets the first rank with highest ROE ratio of 16.40
followed by IndusIind, KM, ICICI, Axis and IDBI in private sector banks, while IB gets the six rank with
highest ROE ratio of 9.54followed by SBI, BOB, CB, UBI and PNB in public sector banks. So, private
sector banks have high ROE as compared to public sector banks.

W 2014-15

2015-16

2016-17 m 2017-18 m 2018-19 m 2019-20

m2020-21 m2021-22 m 2022-23 m 2023-24 ® Mean

Table 8:Earnings Per Share (Basic) Ratio ()

Banks 2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023- Mean | Rank
15 16 17 18 19 20 21 22 23 24
SBI 17.55 | 12.98 13.43 -7.67 0.97 16.23 | 22.87 | 35.49 | 56.29 | 68.44 23.66 7
PNB 1691 | -20.82 6.45 -55.39 | -30.94 0.62 2.08 3.16 2.28 7.49 -6.82 11
BOB 15.83 | -23.89 6 -10.53 1.64 1.36 332 | 15.18 | 28.82 | 36.29 7.40 9
UBI 28.05 | 20.42 8.08 -69.45 | -25.08 | -12.49 | 4.54 7.73 12.34 | 18.95 -0.69 10
CB 58.59 | -53.61 | 20.63 | -70.47 4.71 -26.5 | 1691 | 32.49 | 58.45 | 80.23 12.14 8
IB 21.62 | 14.81 29.27 | 26.21 6.7 14.33 | 26.61 | 32.38 | 42.41 | 63.23 27.76 5
HDFC 42.15 | 48.84 57.18 67.76 39.33 48.01 56.6 66.8 79.3 85.8 59.18 2
ICICI 17.56 | 15.23 15.31 10.56 523 12.28 | 24.01 | 33.66 | 45.79 | 58.38 23.80 6
KM 12.1 11.42 18.57 21.54 25.52 30.88 | 35.17 | 43.02 | 54.89 | 69.15 32.23 3
Axis 31.18 | 34.59 15.4 1.13 18.2 5.99 22.15 | 42.48 | 31.17 | 80.67 28.30 4
IndusInd | 33.99 | 39.68 | 48.06 60.19 54.9 63.75 | 38.75 | 59.57 | 95.32 | 115.19 | 60.94 1
IDBI 545 | -21.77 | -25.05 | -34.45 | -30.48 | -14.48 1.3 2.27 3.39 5.24 -10.86 12

(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, IndusInd Bank gets the first rank with highest EPS ratio of 60.94
followed by HDFC, KM, Axis, ICICI and IDBI in private sector banks, while IB gets the fifth rank with
highest EPS ratio of 27.76followed by SBI, CB, BOB, UBI and PNB in public sector banks. So, private
sector banks have high EPS as compared to public sector banks.

Liquidity
Liquidity is the capability of banks to meet its financial obligations. High liquidity means banks
are not making the proper utilization of cash. Low liquidity means banks are not capable to meet its
current financial liabilities.
Table 9:Liquidity Coverage Ratio (%)
2014- | 2015- | 2016- | 2017- | 2018- | 2019- | 2020- | 2021- | 2022- | 2023-
15 16 17 18 19 20 21 22 23 24

SBI 81.19 | 76.36 | 144.06 | 134.05 | 125.79 | 143.59 | 158.6 | 137.97 | 146.61 | 129.00 | 127.72 5

Banks Mean Rank

PNB 96.79 | 7493 | 143.16 | 111.23 | 121.27 | 182.02 | 190.97 | 183.92 | 162.29 | 141.61 | 140.82 2

BOB 108.11 | 100.9 | 128.58 | 10991 | 124.56 | 136.27 | 161.18 | 152.36 | 145.78 | 125.4 | 129.31 4

UBI 111.65 | 126.17 | 138.65 | 106.6 | 128.76 | 185.42 | 181.01 | 175.38 | 167.42 | 131.9 | 145.30 1

CB 64.95 | 84.92 | 110.02 | 108.27 | 107.49 | 123.78 | 129.18 | 119.41 | 121.79 | 129.04 | 109.89 10

IB 80.74 | 112.61 | 161.93 | 138.17 | 119.72 | 147.68 | 169.04 | 181.8 | 147.55 | 135.01 | 139.43 3

HDFC 100.8 | 80.61 | 100.28 | 105.16 | 117.28 | 132.2 | 137.24 | 111.89 | 114.85 | 114.73 | 111.50 9

ICICI 101.45 | 91.62 | 97.67 | 112.25 | 131.5 | 125.38 | 138.13 | 131.09 | 124.13 | 122.84 | 117.61 7

KM 69.42 | 77775 | 88.66 | 106.48 | 123.4 | 117.03 | 173.31 | 124.58 | 116.45 | 124.92 | 112.20 8

Axis 88.05 | 85.75 | 9524 | 93.61 | 123.61 | 113.41 | 115.14 | 116.2 | 129.59 | 121.17 | 108.18 11

IndusInd | 61.74 | 70.66 | 94.61 | 10938 | 111.39 | 112.3 | 145.11 | 126.33 | 122.96 | 117.95 | 107.24 12

IDBI 76.74 | 88.59 | 114.17 | 102.87 | 114.37 | 127.68 | 155.59 | 141.7 | 135.66 | 119.84 | 117.72 6

(Source: Annual Report of Selected Banks, moneycontrol.com)
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Interpretation

On the basis of last ten years, UBI Bank gets the first rank with highest LCR of 145.30 followed
by PNB, IB, BOB, SBI and CB in public sector banks, while IDBI gets the six rank with highest LCR
ratio of 117.72followed by ICICI, KM, HDFC, Axis and IndusInd in private sector banks. So, public
sector banks have high liquidity as compared to private sector banks.

Overall Financial Performance of Selected Banks in India

On the basis of last ten years i.e. 2014-15 to 2023-24, studied on above CAMEL Model analysis,
in terms of capital adequacy, asset quality, management efficiency and earning capacity, overall private
sector banks has good performance as compared to public sector banks. While in terms of liquidity,
public sector banks has good performace as comapred to private sector banks.

Findings and Suggestions

This paper brings out that private sector banks are having better financial efficiency with respect to
CAMEL Model parameters such as capital adequacy,assets quality, management soundness, earnings and
liquidity. Public sector banks have more liquidity as compared with private sector banks. Private sector
banks have good financial efficiency but they should be careful about sufficient liquidity whenever
required. Public sector banks must improve financial efficiency in terms of all parameters of CAMEL
Model except liquidity. Excessive liquidity mite reduce financial efficiency of public sector banks
henceforth it is suggested that public sector banks should avoid idle liquidity.

Conclusion

Banking system of a country is important for an economy. The Reserve Bank of India had adopted
CAMEL rating system in 1996 to evaluate theperformance ofthebanks.Thepresent study evaluates the
performance of twelve banks, i.e. 6 private sector and 6 public sector banks. The results show that private
sector banks have good financial efficiency as compared with public sector banks. The private sector
banks need to have sufficient liquidity and public sector banks must focus on capital adequacy, asset
quality, management efficiency and earning quality as per CAMEL Model.
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Delimitations of the Study

This study is restricted only for 10 years. The study is based on secondary data which has been
collected from online resources only. It covers only selected 6 public sector and 6 private sector banks in
India. Therefore, the results may not be generalized to the other sector banks.
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Abstract

Any economic entity's survival and growth are severely hampered by the increasing complexity
of business and commercial operations, financial irregularities, and the blind obsession with maximizing
profits at all costs, which, when taken too far, can result in failures like SATYAM and ENRON.
WORLDCOM is one such example. Investigating financial irregularities and fraud in order to produce
legal evidence in court is the focus of the specialist area of accounting known as forensic accounting. The
function of forensic accounting in fraud detection, as well as its methods, strategies, and difficulties faced
by forensic accountants, are all examined in this study. Highlighting the value of this field in both the
public and commercial sectors, it delves deeper into the role that forensic accounting plays in preventing
corporate fraud, money laundering, and other financial crimes.Through the use of cutting-edge
technology like artificial intelligence (Al), big data analytics, and machine learning, forensic accounting
has undergone tremendous change in the digital age in order to identify and stop financial fraud. The
adoption of these forensic accounting techniques is required due to the prevalence of digital data and the
growing complexity of financial crimes

Introduction

The field of forensic accounting uses investigative methods and accounting expertise to find
financial misbehavior and fraud. In both the public and corporate sectors, it is essential for detecting and
stopping fraud. This article aims to investigate the role of forensic accounting in fraud detection by
looking at the techniques, resources, and difficulties faced by experts in the field. Asset theft, financial
statement fraud, and corruption are just a few of the various ways that fraud can manifest itself. The need
for forensic accountants who can identify, look into, and stop corporate fraud is greater than ever due to
the rise in these crimes.

Literature Review

e Smith, J., & Johnson, M. (2018). The Role of Data Analytics in Forensic Accounting: A Review of
Recent Studies. Journal of Forensic Accounting Research,. This analysis provides an overview of
recent research on the application of data analytics in forensic accounting investigations. It observes
the various techniques and methodologies used in analyzing financial data to detect fraud and other
financial crimes.

e Brown, A., & Williams, L. (2019). Leveraging Artificial Intelligence for Fraud Detection in Forensic
Accounting: A Systematic Review. International Journal of Accounting and Finance. This systematic
review explores how artificial intelligence is utilized for fraud detection in forensic accounting
investigations. The article identifies the strengths and limitations of Al techniques and proposes
recommendations for optimal implementation.
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e Dr. Percy Bose B (2023), “Role Of Forensic Accounting In India,In view of the growing number of
corporate frauds in India, this exploratory and theoretical study aims to illustrate the reach and
methodology of forensic accounting.

e Johnson, R., & Lee, C. (2020). Data Mining Techniques in Forensic Accounting: A Literature
Review. Journal of Financial Crime. Data mining methods used in forensic accounting are examined
in this overview of the literature. The study underlines how well data mining works to spot trends in
financial crime and how these techniques may be used to detect fraud.

e Orfali (2024), This study is focused on assessing how well new forensic accounting technologies
enhance the efficiency of fraud detection and comparing it to previous studies. A variety of
techniques, including regression analysis, Beneish M-Score, and Benford's Law, were used in a
comprehensive methodology to assess the effectiveness of forensic accounting on 100 companies.
Furthermore, the effect of employing blockchain on transparency and detecting fraud was examined
for 50 companies. The results of the regression analysis show that both data analytics ($=0.35) and
Al (B=0.30) have a substantial positive impact on improving fraud detection effectiveness.
Businesses that have a large number of transactions and utilize blockchain technology show better
transparency and traceability, leading to better detection of fraud. The Beneish M-Score detected
multiple companies that may be manipulating earnings, supporting previous research results. The
utilization of advanced technologies like Al, blockchain, and data analytics significantly enhances the
efficiency of forensic accounting in detecting and preventing fraud. Nevertheless, a significant
amount of funds must be invested in infrastructure and training to achieve successful implementation.

e Ashwin R, Parasuram Praveen M and Shashank Subbaiah KK(2018),” Impact Of Forensic
Accounting On Fraud Detection”, The purpose of the study is to describe how forensic accounting
affects different industries. The primary purpose of the article is to explain how forensic accounting
affects the company's stock wvalues. Five firms' stock prices have been examined: TYCO
International, Freddie Mac, WorldCom, Enron, and Health South. This essay investigates the
profound effect that forensic accounting has on the company's standing and worth.

e White, D., & Adams, S. (2021). Ethical Considerations in the Use of Data Analytics and Al in
Forensic Accounting Investigations: A Review. Journal of Business Ethics. The ethical issues
surrounding the use of Al and data analytics in forensic accounting are the main topic of this review
study. The writers talk about privacy issues, openness, and equity while using cutting-edge
technology to look into fraud.

e Green, T., & Martinez, K. (2019). Machine Learning Applications in Forensic Accounting: A
Review. Journal of Accounting Information Systems. This comprehensive review examines the
growing applications of machine learning in forensic accounting. The study evaluates the
effectiveness of machine learning algorithms in detecting fraudulent activities and recommends areas
for further research.

e Ronak Gupta, Gayatri Mamdage, Prof. Surekha Gaikwad (2024),” The Role of Forensic Accounting
in Fraud Detection” The goal of this study is to assess the effectiveness of forensic accounting
methods in detecting fraud, with a particular focus on the tools, techniques, and challenges faced by
professionals in the field. By observing survey data collected from forensic accountants, auditors, and
other industry experts, this paper evaluates the common types of fraud, the efficacy of different
forensic techniques, and sector-specific challenges. The research also explores the role of technology,
such as data analytics and digital forensics, in enhancing fraud detection. The conclusions highlight

( )
{ 166 |



RESEARCH REVIEW Vol.2, Issue: 149, March 2025

Special Issue ==

The Academic Research Issue
ISSN: 2321-4708 Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

the significance of continuous adaptation of forensic practices and technological advancements to
address evolving fraud tactics. The study concludes by offering recommendations for improving
fraud detection and prevention across sectors.

e Nisha Chaturvedi (2015), Forensic Accounting in India (Future Prospects for Its Application), This
study aims to investigate the significance, nature validity, and future possibilities in India. The issue
of fraud and financial mismanagement in business organizations appears to have a remedy in forensic
accounting. The idea of forensic accounting, its necessity, and its function in addressing the issue of
fraud in corporate settings are all covered in this article.

e Mrs. Sangeetha. G and Harshitha.M,” (2023), “An Exploratory Study on the use of Data Analytics
and Artificial Intelligence in Forensic Accounting Investigations.” The purposed of this exploratory
study is to look into how AI and data analytics are used in forensic accounting investigations. This
research study offers important insights into the changing field of forensic accounting practices by
analyzing the acceptance and use of these cutting-edge technologies in the detection of financial
fraud, embezzlement, and other financial crimes. This paper used an exploratory research design to
shed light on the usage of Al in forensic investigations. Additionally, the study looks at the potential
drawbacks and ethical issues of the present, Al-free forensic accounting investigations before
offering recommendations for integrating Al into these.

Need of the Study

To enhance the reputation of corporate sectors, forensic accounting is necessary to reduce
financial frauds. Accounting policies and procedures are strictly adhered to thanks to forensic accounting,
which also makes sure that any odd objects added to the system are found. The purpose of this study is to
determine how forensic accounting expertise might lessen corporate fraud and poor management.

Statement of the Problem

A number of frauds have been perpetrated in the corporate sectors of the economy in recent years.
The goal of this research is to determine how forensic accounting expertise might lessen corporate fraud
and poor management.

Objectives of the Study
1. To determine the types of frauds committed in India.
2. To study the Function of Forensic Accounting in Identifying Fraud.
3. To understand the Conventional and Digital Fraud Detection techniques used in Forensic
accounting.
To study Forensic Accounting's Significance in the Contemporary World
To study Obstacles in the Digital Age for Fraud Detection
To identify the major scams in India.
To determine present perspective of forensic accounting in India.

N v s

The Function of Forensic Accounting in Identifying Fraud

Training equips forensic accountants to examine financial information, spot irregularities, and
track down the origin of illegal activities. The following are some ways that forensic accounting aids in
the discovery of fraud:

e Examining Unusual Financial Activities: To find evidence of financial manipulation or fraudulent
activity, forensic accountants review accounting records and transactions. This includes
examining financial statements for odd trends or inconsistencies.
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e Presenting Proven Proof: To generate evidence that can be utilized in court, forensic accountants
frequently collaborate closely with law enforcement and legal experts. Their conclusions could be
very important for fraudsters' prosecution.

e Fraud Prevention and Risk Management: By locating weak points in an organization's financial
systems, forensic accountants also take the initiative. Their assistance in designing internal
controls and risk management strategies to prevent fraud.

Increasing Fraud Hazards in the Digital Era

There are now a number of new forms of fraud brought about by the digital revolution, especially
in fields like:

e Cyber Fraud: Cyber fraud refers to fraudulent practices, such as identity theft, hacking and
phishing, that are conducted online.

e Data Manipulation and Financial Statement Fraud: The growing dependence on automated
financial reporting systems has made it easier for fraudsters to fabricate reports and manipulate
data in order to mislead stakeholders.

e Cryptocurrency fraud: Ponzi schemes, fraudulent initial coin offerings (ICOs), and pump-and-
dump scams are some of the new types of fraud that have emerged as a result of the emergence of
cryptocurrencies.

e Internal Fraud: Internal fraud and employee theft have become more likely as businesses move
toward remote work and digital operations, particularly with regard to digital technologies that
circumvent conventional checks and balances.

Conventional Methods of Forensic Accounting

Even though new tools have been made available by the digital age, old forensic accounting
methods are still essential:

e Document Examination: Examining paper and digital records for indications of errors, changes,
or contradictions is known as document examination.

e Financial Analysis: Examining financial statements in-depth in order to find anomalies or
warning signs.

e Interviews and Surveillance: To find fraudulent activity, interview suspects, witnesses, and staff
members in addition to conducting physical surveillance.

Digital Fraud Detection Tools and Techniques/ Forensic Accounting Methods and Techniques
Forensic accountants now have more advanced techniques to identify and look into fraud thanks
to technological integration. These tools are classified into multiple categories:

e Analyzing and Visualizing Data:
Forensic accountants can examine enormous amounts of financial data using data
analytics to find trends or irregularities. Important methods consist of:

Benford's Law: A statistical method for spotting irregularities in data sets, especially when it
comes to spotting false financial reporting.
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Predictive analytics: By forecasting possible fraudulent activity based on historical data, this
technique makes fraud detection more proactive.

Data Mining: Finding hidden patterns in big data sets to identify fraud is known as data mining.
Methods including anomaly detection, classification, and grouping are commonly employed.

Visualization Tools: By enabling forensic accountants to produce visual representations of
financial data, such as Tableau or Power BI, anomalies can be more easily identified.

e Digital Forensics
Investigating fraud in the digital sphere requires the use of digital forensics. It entails
recovering and analyzing data from digital devices, such as servers, computers, and smartphones,
in order to find proof of wrongdoing or fraud. Crucial techniques consist of:

Disk Imaging: Making precise duplicates of hard disks in order to examine and unearth buried or
erased data is known as disk imaging.

Analysis of Email and Communication: Examining digital communications, including email
exchanges, to identify fraudulent activity.

Metadata Analysis: Analyzing file metadata to find hidden information, illegal access, or
changes made to digital assets.

e Ongoing Observation and Evaluation
The development of enterprise resource planning (ERP) systems and cloud computing has
made real-time data analysis easier. Financial transactions can be continuously monitored via
continuous monitoring systems, which can identify questionable activity as soon as it happens.
These instruments consist of:

Automated Alerts: Programs that, in response to preset parameters, such as anomalous
transaction volumes or frequency, automatically highlight anomalous transactions or trends.

Real-Time Auditing: This method uses Al and machine learning to continuously audit financial
transactions and make sure that fraud is identified as soon as it occurs.

Blockchain Analysis: Because of its transparency, blockchain is a useful tool for identifying
fraudulent transactions, particularly in contexts involving cryptocurrencies. Blockchain
transactions can be examined by forensic accountants to look for anomalies or illegal activity.

e The concepts of machine learning (ML) and artificial intelligence (AI)
With the help of Al and ML, forensic accounting is evolving to provide more advanced
fraud detection and prediction capabilities:

Fraud Detection Algorithms: Anomalies and patterns of fraud can be instantly identified by
training machine learning algorithms. By studying past fraud cases, these algorithms are able to
adjust to new fraud methods.

Natural Language Processing (NLP): Artificial intelligence (Al)-driven NLP technologies may
examine financial documents, emails, and contracts to look for possible signs of fraud, like odd or
strange wording.
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e Forensics of Blockchain and Cryptocurrency
In order to track and examine blockchain transactions, forensic accountants have created
specialized tools as cryptocurrencies have grown in popularity. These methods facilitate the
detection of fraudulent operations, including ransomware payments, Ponzi scams, and money
laundering. The following are some methods:

Blockchain Analysis Software: Forensic accountants can track and trace bitcoin transactions,
identify people involved, and spot odd patterns with platforms like Chain alysis and CipherTrace.

Private Key Analysis: Examining the private keys linked to bitcoin transactions in order to find
instances of fraud or unlawful activity.

Forensic Accounting's Significance in the Contemporary World
Forensic accounting's importance is growing as a result of various worldwide trends:
e An increase in financial crimes:
In order to identify and stop fraud, specific knowledge is needed due to the recent increase in the
complexity and sophistication of financial crimes. For instance, the growth of cybercrime has
increased the difficulty but also the importance of fraud detection and prevention.

¢ Business scandals and poor financial management:
Enron, WorldCom, and other corporate scandals have shown the disastrous effects of deception in
the business sector. Finding these fraudulent acts and guaranteeing responsibility require the
assistance of forensic accountants.

¢ Requirements for Regulation:
Following financial crises, governments and regulatory agencies have tightened their
requirements for financial reporting. Forensic accountants assist companies in adhering to these
rules by identifying any anomalies in financial records and assisting in the prevention of fraud.

e Transparency and Public Trust:
By guaranteeing that businesses and people behave honorably, forensic accounting contributes to
the public's increased confidence in financial institutions. This openness is essential to creating a
positive business climate.

Obstacles in the Digital Age for Fraud Detection

Despite technological progress, forensic accounting still faces a number of difficulties:
Complexity and Volume of Data: Forensic accountants may become overwhelmed by the share amount
of digital data, which makes it challenging to find pertinent information.

e Lack of Standardization: Digital forensic techniques lack a global standard, which may cause
discrepancies in investigations and conclusions.Forensic accountants need to be on the lookout
for digital dangers that could jeopardize the integrity of their investigations since fraudsters
frequently utilize cutting-edge technology to hide their trails.

e Privacy and Legal Issues: When analyzing digital records, privacy and legal issues are frequently
brought up, especially when emails, personal data, and other private information are involved.

The Operation of Forensic Investigations

Forensic investigations can be time-consuming and highly complex. They frequently need the use
of specialized tools and techniques as well as the handling of substantial volumes of financial data. Let's
look at some actual instances of forensic accounting investigations in action.
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Because firms and people are receiving increased attention from creditors, regulatory bodies, and
other interested parties, forensic accounting investigations are becoming more common in India.

The Satyam scam:

The 2009 revelation of the Satyam Computer Services scam is among the most well-known
instances of forensic accounting investigations in India. Over the course of several years, Satyam, a
significant Indian IT business, fraudulently increased its sales and earnings by more than $1 billion.
Ramalinga Raju, the company's founder and chairman, was among the high-ranking officials arrested and
convicted as a result of this incident. By closely reviewing financial records and transactions to identify
anomalies and discrepancies, forensic accountants were instrumental in the discovery of fraud.

The NSEL Fraud:

An important part of the investigation into the National Spot Exchange Limited (NSEL) scam
was forensic accounting. In 2013, the commodities market lost around Rs 5,500 crore due to fraudulent
activity. Financial records were also investigated by forensic accountants. Transactions were discovered
as proof of misconduct. numerous people implicated in the scheme, including the exchange's founder and
numerous high-ranking officials, were arrested as a result of the inquiry.

PNB Deception:

In India, forensic accountants have uncovered fraud in the banking industry by applying their
knowledge and abilities. The Punjab National Bank (PNB) was involved in a significant fraud case in
2018. Fraudulent letters of undertaking (LoUs) were used by rogue insiders to secure loans from other
financial institutions. The bank lost about Rs 14,000 crore as a result of the theft. Many people were
consequently detained, including senior bank officials. The work of forensic accountants was essential in
identifying the deception. To hunt for any errors or oddities, they examined financial data and
transactions.

Crucial elements of digital-era forensic accounting include
The effectiveness of forensic accounting techniques:
e Fraud can be found using forensic accounting techniques, including data analysis and forensic
auditing. Data analytics, forensic auditing, and anomaly detection are employed to detect and stop
many forms of fraud.

e The function of technology Although the expense and complexity of technology may limit its full
potential, it improves the accuracy and efficiency of fraud detection. To increase the accuracy and
effectiveness of forensic investigations, digital techniques and technologies—such as artificial
intelligence (Al) and big data—are being used more and more.

e The revolutionary role of Al By automating difficult operations and revealing hidden fraud
tendencies, artificial intelligence (AI) empowers auditors and forensic accountants to examine
large datasets with previously unheard-of precision and speedl. Al greatly cuts down on the
amount of time needed for forensic investigations and increases the accuracy of fraud detection.

e The analysis of big data Big data frameworks provide better fraud prevention tools and deeper
insights. By spotting patterns and irregularities that conventional techniques might miss, big data
technology integrated into forensic accounting frameworks helps reduce internal fraud.

e Blockchain technology Blockchain provides a decentralized, unchangeable database that
improves financial transaction transparency and traceability.
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e Difficulties Concerns over data privacy, the requirement for constant Al algorithm changes, and
possible biases in Al models are some of the difficulties associated with the deployment of these
technologies.

e Constant observation increasingly proactive and ongoing monitoring techniques are becoming
increasingly popular as forensic accounting develops.

The Prospects of Digital Age Forensic Accounting

It's likely that ongoing technological developments may influence forensic accounting in the
future. Here are a few significant trends:
Combining Automation And Artificial Intelligence
Al is being used more and more to automate data analysis, fraud detection, and pattern
recognition so that forensic accountants can concentrate on more difficult jobs.

Cooperation with Cybersecurity Experts
To address the relationship between financial fraud and cybercrime, forensic accountants
will increasingly work in tandem with cybersecurity specialists.

Blockchain as a Transparency Tool
As blockchain technology develops, it might be used more frequently to stop and identify
fraud, especially in industries like banking and finance.

Increased Predictive Analytics Focus
Reactive to proactive fraud detection will become more prevalent as predictive models are
used to anticipate possible fraud risks before they materialize.

Suggestions
Several actions can be made to increase forensic accounting's efficacy in fraud detection:

e Improved Education and Training: To remain ahead of new fraud schemes, forensic accountants
should get advanced training in data analytics, digital forensics, and emerging technologies.

e Stronger Regulatory Frameworks: To stop fraud and enhance forensic accountants' detection
skills, governments and financial institutions should enact stricter laws.

e Improved Cooperation with Law Enforcement: To guarantee that evidence is handled
appropriately and that fraudsters are prosecuted, forensic accountants ought to work more closely
with legal and law enforcement agencies.

e Investment in Technology: To help forensic accountants spot possible fraud more rapidly and
precisely, businesses and organizations should spend money on cutting-edge data analytics tools
and software.

Conclusion

Digital tools and procedures have brought about a substantial revolution in forensic accounting.
Even if conventional techniques still have a place in fraud detection, the digital era has brought with it
both new possibilities and challenges. Digital forensics, blockchain technology, artificial intelligence,
machine learning, and data analytics have made forensic accountants more capable than ever of
identifying and stopping fraud. But because fraudsters are always coming up with new ways to do things,
forensic accountants need to keep ahead of the curve and adjust to a constantly shifting digital
environment.
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DIGITAL TRANSFORMATION IN ACCOUNTING —-DATA ANALYTICS AND
TECHNOLOGICAL ADVANCEMENT
By
Dr. Mukesh Bavaliya
Assistant professor & HoD (Accountancy)
Government Arts Commerce & Science College, Patdi.

Abstract
Technology is an assets for humanity as it enhances productivity,generates morewealth and
accelerates global economic growth when it is aptly combined with the appropriatepublic policy
measures. In order to maximize the benefits of technological advancement in this the ‘Techade’-decade
of technology, closing the digital divide is paramount importance.

The new education Policy 2020 proposes to set up a National Educational Technology Forum
(NETF ) to serve as platform to better the ideaprocessing , improve learning, assessment , Planning and
administration. The Policy aims to see that technology is appropriately integrated into all level of
education for: improving teaching , learning and evaluation processes supporting the preparation of
teachers and their Continuous professional development : Enhancing educational access to disadvantages
groups; and Streamlining educational Planning,Administration and management .

Digital transformation in accounting, driven by data analytics and technological advancements, is
reshaping traditional financial practices. Emerging technologies such as artificial intelligence (Al),
blockchain,data analytics cloud computing, and robotic process automation (RPA) have revolutionized
data processing, financial reporting, and decision-making. Data analytics enables accountants to gain
deeper insights, enhance forecasting accuracy, and provide strategic business advice beyond routine
bookkeeping.This paper explores the impact of digital transformation on accounting, highlighting its
benefits, challenges, and future implications.

Key words: Al- Artificial Intelligence , DI —data analytics and cloud accounting
Introduction

Accountants wants to help organizations and economies work better by giving advice and making
good decisions .after all accounting is not an end in itself. all the activities associated with accounting
ultimately aim to help people make good decision about the allocation of resources ,and hold other to
account for their decisions .this underpins investment ,growth and growth and confidence in all
organization and economics.

Digital skill training n the following topics are available either free of charge or at very
competitive rates from sources such as coursera ,Edx and Udemy and Microsoft :

Machine learning

Digital marketing/content
Network./Information security
Blockchain

Al

Business Data analytics
Fin.tech.

Cyber Security

187

—
| —



Devm@w RESEARCH REVIEW Vol.2, Issue: 149, March 2025

Special Issue .7 2
The Academic Research Issue

i

ISSN: 2321-4708 Open Access, Peer-Reviewed & Refereed Journal
An International Multidisciplinary Journal

www.researchreviewonline.com

Publishing URL: https://www.researchreviewonline.com/issues/volume-2-issue-149-special-march-2025

In October 2019 UAE announced that it will be established first artificial intelligence university
in the worldby namedMohmadBin Zayed university of artificial intelligence (MBZUALI) in .its name is
based on Abu Dhabi crown prince.it will be at Masdar City.

In this paper I have discussedthat what is therole of Al in accountancy . how can Accountant use
Al technologies and solve the different problems.

This paper can give belowanswer :

e What is long term vision for Al and accountancy ?
e How do artificial intelligence work together ?

e How are accountants using Al capabilities ?

Although Al technique such as machine learning are not new and pace of change is fast
widespread adoptionin business and accounting is still in early stage.in order to build a positive vision of
the future, we need to develop a deep understanding of how AI can solve according and business
problem ,the practical challenges and the skills accountants need to work alongside intelligence system.

In October 2019 UAE announced that it will be established first artificial intelligence university
in the world by namedMohammad BinZayed university of artificial intelligence (MBZUALI) in .its name
is based on Abu Dhabi crown prince.it will be at masdar city.

Artificial intelligence (Al) is fast evolving as the go to technology for companies across the world
to personalize experience for individuals. The technology itself is getting better and smarter day by
day,allowing more and newer industries to adopt the AI for various applications.banking sectors is
becoming one of the first adopters of Al and just like other segment ,banks are exploring and
implementing the technology in various ways. Unsurprisingly, research firm are bullish on the potential
of Al in banking .according to fintech India report by PwC in 2017,the global spending in Al $5.1
billion, up from $4 billion in 2015. There is a keen interest in the Indian banking sector as well.

History of Artificial Intelligence

The term Al was coined in 1956,but Al has become more popular today thanks to increased data
volumes, advanced algorithms,and improvements in computing and storage .early Al research in the
1950s explored topics like problem solving and symbolic method.in the 1960s the US department of
defensetook interest in the type of work and began training computer to mimic basic human reasoning
for example ,the defense advance research project agency (DARPA) completed street mapping project in
the 1970s.and a DARPA produced intelligence personal assistants in 2003,long before shri,alexa or
cortanawere household names.

Trends of digital transformation in Accounting

A news report published in October in ‘economics times said’ starts ups witness 108% growth in
funding in India in 2018 .the news report further mention that Artificiallntelligence was among those
domain which witnessed fastest adoption industry sector currently there are 400 start ups working on Al
and machine learning domain .about $150 million dollars is invested in India ‘s Al sectors by private
player alone and number has been growing since 2016.According to Accenture’s recent Accenture
Banking Technology Vision 2018 report, 83% of Indian bankers believe that Al will work alongside
humans in the next two years — a higher than the global average of 79%. “93% bankers in India said
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they increasingly use data to drive critical and automated decision-making. More partner-supplied
customer data means a higher degree of responsibility for banks. Yet, 77% Indian bankers agree that
most firms are not prepared to confront impending waves of corrupted insights from falsified data," said
the report.

“Al is not new to India. Research institutions and universities have been working with various Al
technologies for decades, and especially in the area of social transformation. With enabling technologies
becoming a lot more accessible and inexpensive, Al is now becoming mainstream, with large enterprises
and start-ups looking at different opportunities. Our research shows that the adoption of Al has the
potential to add nearly $1 trillion to the Indian economy in 2035. Al adoption is still in its nascent stages,
and a lot more needs to be done to realize its full potential," says Rishi Aurora, managing director,
financial services, Accenture.

“Application of Al and ML (machine learning) to different functions within the banking industry
has enabled them to offer a far more personalizedand efficient customer service. By achieving that, banks
have also been able to gain better insights into their customers’ preference and expectations from the
bank. Accordingly, automation of back-end workflows has shown better outcomes. According to various
industry reports, more than 36% of large financial institutions are already investing in such technologies,
and close to 70% are planning to in the near future,"

(according to Darshan Shah, MD, South Asia, LenddoEFL, a Singapore-based fintech company.)

ICAI and ICAEW Focused In Four Trends
e Artificial intelligence (Machine learning ) in Accounting
Blockchain technology in Accounting .
Cyber security in Accounting.
Data(big data) & Analytics in Accounting.
Robotics process automation in Accounting
Cloud accounting (computing )
ERP implementation technology

Different Area of Digital Transformation In Commerce/Accounting :
Artificial Intelligence Al Technologies Provide A Plethora Of Opportunities To Complement
Human Intelligence And Combat Socio Economic Issues .
Quantum Computing Applications In Secures Communication,Disaster Management Through
Better Prediction, Computing, Simulation, Chemistry ,Healthcare ,
Cryptography, Imaging, Etc .
Block Chain Based Technologies Development Of Solution In Area Such As ,Decentralize , Fianacing, (Defi), Sovering
Digital Currencies , and The Possible Creation Of Sovering Identities

Semi-Conductor Technologies Aim To Give Major Push To The Hardware Industry By Eliminating
Boundaries Between They Digital And Physical World
Smart Manufacturing Use Of Internet Of Thing(Iot), Blockchain, Big Data Analytics ,

Al And Robotics As A Part Of Industry 4.0 ,More Commercial Use Of Additive
Manufacturing (I.E. 3D Printing )
Smart Mobility Use OF I0T,And AI/ML In New Age Transporation And Logistic Solutions,
Autonomous And Remotely And Remotely Pilots Vehicles ,Vehicle Powered By
Renewable And Clean Fuels.

Advance Communication Adoption Of 5G ,Cloud Computing, Penetration Of Broandband Internet To
Technologies And Its Securities Remotess Least Developed Areas Using Satellite Based Based Internet ,
Optical Fiber etc.
Fintech Use Of Fintech In Investors Decisions, Insurance Sector ,

Digital Payment Sector, Banking Sector, Governanace(DBT),
Financial Market (Trading ,Online Bidding,Online Trading ,IPO Etc )
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A database A list of record /transaction,like ledger that keeps growing as more entries are added
What is blockchain ? Copies of the entire databaseare stored on multiple computer on an network ,
Which is distribute syncing within minutes/seconds.
Adjustment tranparent Records stores in the database may be made may be made visible to
relevant stakeholders without risk of alteration.
Highly secure Malicious actor (hacker) can do no longer just attack one computer and
change any records
And immutable The matahematics algoridham make it impossible to change /delet any

data once recoded and accepted.

The Impact of block chain in Accounting

According to ICAEW (2017)Blockchain can be viewed as accounting technology. It is concerned
with the transferof ownership of assets and maintaining a ledger of accurate financial information. Most
professionals work to ascertain or measure property rights and obligations or to plan the best allocation
of financial resources. For accountants, the use of blockchain brings transparency about ownership of
property and bonds. By knowing obligations and transparency in transactions, an employee can function
better and become more productive. This will dramatically improve work efficiency in turn. Blockchain
has the potential to enhance the accounting profession by reducing the costs of maintaining and
reconciling ledgers and providing absolute certainty over the ownership and history of assets

To understand how blockchain can be beneficial to traditional bookkeeping systems, we need to
understand how transactions are entered and kept by business organizations in the past and present. Three
important methods of bookkeeping are discussed below to showcase how accounting information is
stored, verified, reconciled, and audited.

Single Entry System: According toGrigg ( 2005)In single-entry bookkeeping each business
transaction is recorded in only one account. Although this mechanism is fast and simple, it was fraught
with errors, be it accidental or fraudulent. Errors and frauds are common in this method of bookkeeping
because of the absence of cross verification.

Double Entry System

According to Inghirami(2020)To address the issue of inaccuracies and errors about single-entry
bookkeeping systems, accounting today is based on double-entry systems. At least two accounting
entries are required for recording and documenting each financial transaction in the double-
entryaccounting system. Such entries may be in the account of assets, liabilities ,equity, expenditures, or
profits. A debit amount for one or more accounts and a credit equal for one or more accounts results in
total credits equal to all accounts in the general ledger. In case of an error-free recording of accounts, the
total balance of all accounts with debit balances equals the aggregate balance of all accounts with a credit
balance. Debit and credit accounts accounting entries normally have the same date and identification
code in the two accounts so that every debit and credit can be traced to the journal and the transaction
source and thereby establish an audit trail in the event of an error.

These accounting entries are then entered in the journal. The basic accounting equation of Assets
equal Liabilities plus Capital would hold regardless of which accounts and how many are affected by a
given transaction. Public auditors often check and validate the financial details of the company to gain
the trust of outsiders. This is a costly and rigorous process that will not only bind the human resources
(accountants, bookkeepers, and financial officers) of the company but According to Grigg 2005 ‘Triple
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Entry Accounting’ (Grigg 2005) argues that “It adds an important property to the accounting system; that
of a clear strategy to identify errors and to remove them. Even better, it has a side effect of clearly
firewalling errors as either accident or fraud”. This method may minimize human documentation errors
and inconsistencies but may not provide full assurance of the financial statement of the company.

Triple Entry System: Inghirami 2020). To enhance the reliability of corporate financial
statements, this bookkeeping system has been suggested as an independent and safe paradigm. This
method requires a neutral third party to oversee and record each accounting transaction meaning three
entries were created, two entries were recorded by transacting parties, and third entry was recorded by an
intermediary.

However, there are concerns regarding the use of third parties as they are vulnerable to
cyberattacks. The next step in the accounting process may be Blockchain Technology: rather than
holding independent documents based on transaction receipts, businesses may write their transactions
directly into a joint ledger and establish a continuously interlocking accounting system. Because all the
entries are circulated and encrypted, it is almost impossible to forgeor delete them or cover up activity.
With blockchain’s advent, processes can become automated, cheap, and even more cost-effective.

A decentralized ledger supersedes theneed for third parties who keep receipts centrally. Also,
smart contract technology could enable rapid verification of transaction records per accounting standards
or business rules. Transparency of Blockchain gives visibility for all authorized user’s transactions,
which can minimize auditor’s work with sampling and validating transactions. This allows auditors to
focus more time on inspections and anomalies.

Meanwhile, CPAs have the potential to leverage Blockchain technologies to apply their assurance
offerings to the fields of cybersecurity and sustainability.

Impact of Data Analytics in Accounting Area

It’s important in business as it help decode the problems faced by an organization and effectively
use data to solve these issues.:

Business Analysts conduct market analyses, analysing both product lines and the overall
profitability of the business. In addition, they develop and monitor data quality metrics and ensure
business data and reporting needs are met. Strong technology, analytical and communication skillare
must-have traits.business analysts pore over company data and use their findings to help management
make business decisions. This data, rather than being investment-related, involves the day-to-day
operations of the business. Business analysts study strategy, business models , processes and workflows,
and technical systems. They are called upon to spot inefficiencies and find opportunities for the
company's operations to be streamlined and improved . Business Analyst job description typically
includes:

e C(Creating a detailed business analysis, outlining problems, opportunities and solutions for a
business

Budgeting and forecasting

Planning and monitoring

Financial modelling

Variance Analysis

Pricing

Reporting

Defining business requirements and reporting them back to stakeholders
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Impact of Al in Accounting :

Uses of Al:
Question : Reply
we need to envision how intelligence systems can enable
better decisions in business ,and understand how
accountants can help this process.
we need to develop an understanding of what is new
about the technology ,how it can ‘turbo charge * the
capabilities of humans, and its limits.
we need to explore real world examples of accountants
How are accountants using Al capabilities ? using Al systems, including the specific benefits and
limitation ,to help us develop the longer -term vision.

What is long term vision for Al and accountancy ?

How do artificial intelligence work together ?

This reflect the framework laid out in our report providing leadership in digital world and is
shown below :

UNDERSTANDING THE

POSITION FOR THE FUTURE TECHNOLOGY APPLY AI TO ACCOUNTING
what is the long term vision for ai how do artificial and humans how are accountants using ai
and accounting profession intelligence work together ? capabilities ?
e  Human Decision Making e  Accounting Problems
e Focus On Purpose . .
. . e  Approaches To Ai e  Practical Challenges
e  Exploit Powerful Technologies . .
3 . e Strengths Of  Machine | ¢ Roles And Skills
e Think Radically Learnin e Institutional I
e Be Adaptable g nstitutional Issues

e Limits Of Machine Learning

e Robotised management :

There is common assumption that AI could result in greater productivity and the optimal
management of resources .already ,accountant rely on different types of software ,such as for
customerrelationship management and business process management systems, to inform their decision
making and planning and more is possible .a leading consulting firm recently shared best practice on how
to your business, including how cognitive technologies can help generate insights that can reduce costs .

e Supper -intelligent investors :

According Economist”automated wealth manager “canoffer sound financial advice for a small
fraction of the price of real life advisers.Al is also on the radar of the global investment community.
AccordingBloomberg, Bridgewater associate, one of the world’s largest hedge fund manager, has started
a new artificial intelligence system. the system will reportedly create trading ,algorithms that
makepredictions based historical data and statistical probabilities. While Bridgewater Al system sounds
like a promising competitive advantagefor individual investors ,it could present a detriment to markets in
general .if All investors eventually have powerful Al system ,howwill this impact capitalflows and other
macroeconomicsrealities ?decision made quickly couldultimately offset entire markets.

e Beware the “runaway effect :

As Al systems evolve, its is conceivable that -at some point -they could provide autonomous
knowledge. However, algorithms designed to achieveoptimal official efficiencies could inadvertently
result in negative or unforeseen consequences .this “runaway effect ”which occur whenthe very things
we seek to fix or solve cause greater harm than good ,is a hazard that should be considered .if we design
systems to maximise productivity ,we should be aware that negative side effects can arise in their wake.
We may never reach a point of Al sophistication when it can be relied upon to mitigate all possible
negativeoutcomes.
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e From threat to opportunity :

Alan Turing ,one of the fathers of modern computing and subject of the recent movie the
imitation game, concluded in his landmark paper “computing machinery and intelligence “ we may hope
that machines will eventually compete with men in all purely intellectual fields “ to date we have already
seen impressive progress of Al in many field and directions and it would be wise foraccountant to
actively embrace its potential, rather than shy away from the uncertainties .

Al Can Help to Accountants to Solve Below Accounting Problems

Accountant apply their technical knowledge about accounting and finance to help business and
stakeholders make better decisions .to support their decision makingand advice, accountants need high
quality financial and non -financialinformation and analysis. This is reflected in a wide range of
accountancy role across business and practice to capture, prepare, check and communicate information,
to understand analysis, and to make a wide variety of decisions .

Accountants have been deploying technology for many years to help them providing better advice
and make better decisions. Al technology can help them do this by solving three broad problems:
e Providing better and cheaper data to support decision making
e (Generating new insight from the analysis of data ,and
e Freeing up time to focus more valuable tasks such as decision making problem solving
advising, strategy development, relationship building and leadership.

Therefore, it is important to identify accounting and business problems where machine learning is likely
to be particularly fruitful and where problem may be less suitable for these techniques. This will ensure
that adoption efforts are driven by business need, rather than simply technology capabilities. to date
,there has been limited use in real world accounting but early research and implementation project
include :

e Using machine learning to code accounting entries and improve on the accuracy of rules
based approaches ,enables greater automation of process

e Improving fraud detection through more sophisticated ,machine learning models of “normal
activities ’and better predication of fraudulent

e Using machine learning based predictive models to forecast revenues :and

e Improving Access to, and analysis of, unstructured data, such as contracts and emails ,though
dep learning models.

Conclusion

Digital transformation in accounting, driven by data analytics and technological advancements,
has revolutionized traditional accounting practices. The integration of artificial intelligence (Al), cloud
computing, and blockchain has enhanced efficiency, accuracy, and security in financial processes. Data
analytics enables accountants to extract meaningful insights, improve decision-making, and provide
strategic advisory services beyond conventional bookkeeping.

As automation reduces manual tasks, accountants must adapt by developing skills in data
interpretation, cybersecurity, and emerging financial technologies. While digital transformation offers
numerous benefits, challenges such as data security risks and the need for continuous technological
updates must be addressed.

In conclusion, the future of accounting lies in embracing digital transformation, leveraging data-
driven insights, and adapting to technological innovations. Organizations that invest in digital tools and
upskill their workforce will remain competitive in the evolving financial landscape
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Al Can provides a strong platformto buildand share understanding of thespecific application of machine
learning technologies in accounting profession.we also support other stakeholder in the Accounting
profession who need to understand to capabilities and issue here, including:

e Educators and training providers ,who are considering the future skills of accountant :

e Regulators ,who are considering the risks attached to new technologies

e Governments and policymakers

e Computer scientists and machine learning experts ,who understanding the strengths and limits

of techniques
e Software provides who are developing solution for accounting problems using Al
e Other experts and profession who are facing similar opportunities and threats from Al
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