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ABSTRACT  

Indian economy is developing economy where growth of country depends on corporate 

sector. But the growth of corporate sector depends on its financial sources and their proper 

utilization. Leverage is one of the important components of capital structure. It is magnifying 

force or power, which is employed to achieve more output. In financial management it refers 

firms ability to use fixed cost assets or funds to increase return to its owners. It may be 

defined as use of fixed charge securities in capitalization of company. This paper is focused 

on impact of leverage on financing pattern of corporate sector in India –A study of private 

sector companies during post liberalization. The research is based on secondary data which 

has been collected from prowess, official directory of Bombay stock exchange and annual 

reports of the companies. 
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1. Introduction 

Capital structure decision plays a significant role in corporate financial management. It is the 

combination of debt and equity that funds an organization‘s strategic plan. It supports 

strategic firm’s goal i.e. maximizing value, optimizing flexibility and minimizing cost. The 

firm can issue many securities in different combination, but it attempts to find that perfect 

combination which optimize the overall value. The choice between debt and equity to finance 

firms’ assets involves a trade-off between risk and return. The excessive use of  debt  may 

endanger the survival of firm, while less  use of debt  may deprive  the firm in leveraging 

return to equity owners. The proper and strategic management of capital structure ensures 

access to the capital needed to fund future growth and enhance financial performance. The 

choice of combination of debt and equity depends on the various factors i.e. nature of 

business, size and growth of business, stability of return, etc . Generally, it is observed that 

debt equity norm of 2:1 for financing is used in the in private sector. But a standard norm 

with regard to debt equity ratio for all industrial units is neither desirable nor practicable  as  

it differs from industry to industry. A company is considered highly leveraged when it uses 

too much debt verses equity.  

In recent years many theories have been proposed to explain the determinant of capital 

structure of firms. These theories suggest that the firm’s capital structure depending on 

various costs and benefits associated with debt and equity financing .This paper justifies the 

objective to examine  capital structure within Indian corporate sector and  identify pattern of 

financing during the period of post liberalization among private sector companies.  

For the purpose of research four measures of leverage i.e. total debt to equity, total debt to 

total assets, long term debt to equity and short term debt to equity ratios have been used. 
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Objectives of Study 

To examine the capital structure within Indian corporate sector and to identify impact of 

leverage on pattern of financing during the period of post liberalization among private  sector 

companies. 

 

2. Research Methodology 

The present research is based on secondary data .In order to achieve the objective, a sample 

of 25 private sector companies has been obtained from annual reports of the different 

companies, PROWESS, official directory of Bombay Stock Exchange etc. For the purpose of 

data analysis Mean, SD,CV, CGR, T value, and Trend values are calculated. The reference 

period of study for post liberalization is 2000 to 2012. 

Limitation of research 

It is based on secondary data and limited to availability of annual reports companies. Thus, 

the conclusion drawn are subject to correctness of data. 

 

3. Review of literature 

Fromm (1962) has conducted the study on inventory business cycle and economic 

stabilization in inventory fluctuation and economic stabilization. Results shows that internal 

flow of funds was the most important factor. Capital structure forms an important segment of 

the factor that have a bearing on output growth in firm \ industry 

Panda (1970)  has conducted a study on cost of internal equity as a source of fund. He   

concluded that firms do not followed a specific rule in fixing financial standards but   their 

own logic operates. An investment will be accepted if return from it exceeds the cost of 

funds. The author is not in favor of treating the funds retained by firm as free cost. He 

stresses that the opportunity cost of retained earnings is the cost. 

Parsad (1970) indicated in his study the impact of corporate leverage taxation on   financial 

policies of companies. He tried to study the corporate tax system in India with its general 

implication on the financial policies of cement industry. He  defines that the method of 

financing leverage has impact owing to rise of tax incidence with increase in borrowing 

against funds.   

Vaidyanathan (1977) has done the work on investment behavior of selected industries in 

private corporate sector in India. Main objective of the study was to analyze the behavior of 

certain selected private industries in India in respect of their fixed investment. The main 

source of data was Bombay Stock Exchange and he found that the sales and profitability 

shows upward trend in both industries . 

Schneller (1980) has done the work on taxes and optimal capital structure of firm. He argued 

that when individuals differ in tax rates imposed on their interest income, value maximization 

is meaningless. He concluded that debt should be used  as long as present value of liquidity to 

bond holders  is lower than the  proceeds received when bonds are issued and where rate  at 

which dividends are  taxed  and conditions for debt financing for  earning  retaining firm  are 

more  severe than   those of the dividends . 

Bhat (1980)  has examined  the determinant  of financial leverage and   investigated  the 

relationship between leverage  ratio and institutional characteristics viz  firm size, growth 

,profitability, variation in income, debt service and dividend payout  by using  correlation and 

regression analysis. The cross section data has been collected for six years from 1973 to 
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1978. The study revealed that firm  size, growth rate  and degree of operating  leverage  does 

not have  any significant  relationship with financial leverage  whereas earnings  rate, 

business risk, dividend payout  ratio and debt service ratio have negatively related. Only the 

relation of operating leverage with leverage has been found positive but it is insignificant. 

The study also observed that the institutional characteristics  are important  determinant of 

financial leverage ratio. 

Kim (1982) has studied  demand and supply side of corporate leverage . In order to examine  

the  demand side for  corporate leverage, both the  portfolio risk  consideration and  the 

personal  and corporate marginal tax rates are treated as endogenous  variables and debt is  

assumed to riskless. The study concluded that leverage may reduce both the tax advantage 

and agency costs associated with  debt financing . The demand for equity of firm  will be 

either  high or low.  Leverage  arising  from difference  in  personal tax rates across investors 

may just be  an  important  determinant of  corporate  capital  structure as   the tax  advantage 

and leverage are  related. 

Aggarwal (1982) has conducted the study on profits investment and financing behaviors of 

automobile manufacturing industry in India. He concluded that the industry mainly sustains 

through profits and then through dividends and retained earnings. The effect of sales on 

investment demand is not fully confirmed. 

Mandelkar and Rhee (1984) has examined the impact of the degree of operating and 

financial leverages on systematic risk of common stock. The study was based on a sample of 

255 manufacturing’s firms during the  period of 1957 to 1976. They found role of DOL and 

DFL in magnifying the intrinsic business risk of common stock. This study also isolated the 

degree of operating leverage from operating risk to highlight the joint impact  of DFL and 

DOL on systematic risk of common stock and to test the trade of  hypothesis between two. 

They found significant correlation between these two type of leverage . 

Jain (1992)  has conducted the study on capital structure policy of Indian corporate sector, 

He found that capital structure of different industries and different companies within industry 

vary widely on account of economic characteristics of each industry and risk  performance of 

investor. It may not be possible to assure the capital structure policy   which a firm adopts 

universally. 

Patibandle (2001)  has done the work on equity pattern, corporate governance and 

performance, a study of corporate sector. The main objective of study was to examine the 

role of large outsider investors on corporate performance.  

Huang and Song (2002)  used the market and accounting data  of Chinese listed companies 

up to the year  2000.  The study concluded that ownership structure  affects the leverages. 

The result  of study are different  from research outcomes of other countries as leverage in 

Chinese  firm’s increases with volatility and firm tend to have much more long term debt. 

Williamson (2002) analyzed  that the debt and equity are not merely alternative modes of 

finance, but also as alternative modes of governance. Corporate governance is meant to create 

some rules and regulations which would ensure that external investors and creditors in a firm 

can get their money back and would not simply be expropriated by those who are managing 

the firm.  

Staritz( 2003) has conducted the research on the topic  Financial structure , Investment , and 

emerging  Economic development - A flow of funds Analysis  of emerging countries. Thus  

the non financial  corporate sector  in emerging  countries  was analyzed ,  which revealed 

that the greater part of investment  by external sources  and within external sources by stock 

markets compared  to developed countries . 
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Varouj A. Aivazian, Yinge and Jiaping Qiu (2003)  has done the work on The impact of 

leverage on firm investment Canadian evidence. The study examines the impact of lever age 

on the firms' investment decisions using information on Canadian Publicly traded companies. 

It shows that leverage is negatively related to investment and that this negative effect is 

significantly stronger for firms with low growth opportunities. 

Panigrahi (2010) has conducted the work on capital structure of Indian corporate sector 

changing trend. The main objective of the study was  to find out the changing trend of capital 

structure pattern of Indian companies during the pre and post liberalized era as well as in 

recent past. He analyzed 300 Indian private sector companies comprising 20 different sectors 

from the period 1999-2000 to 2007-08. He grouped the industries on the basis of age, size, 

nature etc. and he found that  the government  played a dominant role in  allowing the limited 

resources for public investment. He found that India concentrates on domestic capital 

formation in order to achieve this goal.  

Karmpal and Bodla (2011) has done the work on financing  pattern of corporate India under 

liberalized era1991 to 2008.The  main objective of the study was to   know the  source of 

finance of different companies and to study changes, if any  in financing  pattern  of corporate 

in India during the liberalized period. The result  indicated that  a declining  trend of debt 

equity ratio and debt to total assets ratio after initiation of financial sector  reforms in India. 

Also it was observed that  there was a significant  variation across industry group with respect 

to financing pattern. 

Beena (2011) has done the work on financing pattern of Indian corporate sector under 

liberalization with focus on acquiring firm’s abroad. The main objective of the study was to 

analyze financing pattern of Indian corporate sector and to identify the pattern of resource 

mobilized by Indian firms acquiring from abroad. She found that Indian private corporate 

sector mobilized large share of sources through external sources and she also found that 

Indian stock market does not play major role in Indian manufacturing sector.  

Lee, Su, and Lin (2012) has done the work on capital structure timing in markets  with 

different  characteristics. In the study  they observed the  capital structure  of different 

financial markets and identified different situations related to the effect of timing on 

leverages. This study also explained  optimal leverages with simplified dynamic adjusted 

model. Firm’s facing financial constraint in debt financing may increase equity issue 

resulting inconsiderable variances. On the other hand  firms with fewer  financial constraint 

can time the  market when issuing  equity. 

 

4. Analysis  

Table 4.1 shows the companies which have recorded negative T values of long term debt-

equity ratio , significant at 1 % level are numbered to 9 after liberalization. Overall sampled T 

value of 2.709 significant at 5 % level during post-liberalization period. It means that 

majority of sampled private sector companies have registered an increase in their total debt 

liabilities after liberalization. Thus, Null hypothesis that there is no change in total debt-

equity ratio during the period stands rejected. Overall, trend value of debt-equity ratio is 

recorded 0.2316 during post reform period. It means that some sampled private sector 

companies have been taking more debt during post-reform period and become more 

dependent on external finance and thus come under more-risk taking industry after reforms. 
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Table 4.1 

Mean, SD, CV, CGR, T value, and Trend of Long Term Debt to Equity Values of Private Sector Companies. 

Serial 

No 

Name of company Post- liberalization 

Mean SD CV CGR T value Trend 

1 Ajanta Pharma Ltd. 2.66 5.71 94.71 18.40 1.869
#
 0.4568 

2 Apollo Tyres Ltd. 0.35 0.13 37.48 2.36 0.671 0.0133 

3 Asian Paints Ltd. 0.34 0.21 60.89 -12.76 -6.764
*
 -0.0481 

4 Bajaj Electricals Ltd. 0.01 0.01 56.50 -14.99 -10.907
*
 -0.0019 

5 Bata India Ltd. 0.01 0.01 40.61 -3.33 -0.888 -0.0000 

6 Berger Paints India Ltd. 0.37 0.47 85.52 -2.90 -5.598
*
 -0.0621 

7 Bharat Forge Ltd. 2.81 3.38 70.33 6.29 -1.354 -0.2799 

8 Britannia Industries Ltd. 1.30 2.01 84.85 11.00 0.602 0.2929 

9 Cipla Ltd. 1.85 0.02 93.89 -3.31 -2.313
#
 -0.0023 

10 Colgate-Palmolive (India) Ltd. 0.03 0.02 90.64 -31.62 -4.896
*
 -0.0049 

11 D C M Shriram Consolidated Ltd. 0.02 0.01 19.70 -0.58 -0.364 -0.0000 

12 Dabur India Ltd. 0.07 0.09 29.09 -31.99 -8.532
*
 -0.0210 

13 Escorts Ltd. 3.55 2.98 83.88 -25.19 -13.394
*
 -0.7458 

14 Essar Oil Ltd. 0.46 0.09 18.45 0.53 0.351 0.0022 

15 Essar Ports Ltd. 0.35 0.37 15.58 -21.59 -8.780
*
 -0.0740 

16 Glaxosmithkline Pharmaceuticals Ltd. 0.60 1.15 91.82 -41.24 -10.716
*
 -0.2105 

17 Graphite India Ltd. 0.14 0.09 63.88 5.79 0.930 0.0048 

18 Grasim Industries Ltd. 0.23 0.09 43.03 -12.00 -4.307
*
 -0.0202 

19 J B Chemicals & Pharmaceuticals Ltd. 0.00 0.00 64.62 18.73 4.158
*
 0.0000 

20 Jindal Steel & Power Ltd. 0.35 0.18 52.53 18.73 8.684
*
 0.0486 

21 M R F Ltd. 0.28 0 .11 37.00 4.88 2.014
#
 0.0172 

22 Raymond Ltd. 0.13 0.07 51.19 -2.32 -0.554 -0.0065 

23 Tata Motors Ltd. 2.34 5.33 24.03 31.14 2.720
*
 0.5795 

24 Voltas Ltd. 0.01 0.01 103.06 -22.86 8.663
*
 -0.0032 

25 Wipro Ltd. 1.19 1.45 121.54 53.84 2.788
*
 0.3265 

26 Overall value 1.47 1.25 80.40 23.68 2.709
#
 0.2316 

Note: * Significant at 1% Level, # Significant at 5% Level @ Significant at 10% Level 

 

Table 4.2 brings out the values of mean, standard deviation, coefficient variation, C.G.R, t 

value and trend value of short term debt to equity ratio of private sector companies. On an 

average, the debt-equity ratio of private sector companies the mean debt-equity ratio (MDER) 

is recorded from 0.01 in case of Bajaj Electricals limited, D C M Shriram Consolidated Ltd. 

and J B Chemicals & Pharmaceuticals Ltd. to 2.55 for Britannia Industries Ltd. during post-

reform period. Overall, the private sector companies have registered 0.52 MDER post-reform 

periods that reveals that private sector companies in India has been remained less aggressive 

to take short term debt during post-reform period. The private sector companies have been 

relying more on equity market to satisfy their fund requirements during post reform period. 

Moreover, the table 4.1 reveals that except Britannia Industries Ltd and Escorts Ltd., all other 

sampled private sector companies have registered a decline in the proportion of debt to equity 

during post-reform period as compared to pre-reform period. However, the industries namely 

Britannia Industries Ltd and Escorts Ltd., have registered a marked increase in the proportion 

of debt to equity during post-reform period. 



Impact of leverage on Financing Pattern of Corporate Sector in India –A Study of Private Sector companies during post liberalization 

ENVISION - International Journal of Commerce and Management, Vol. (11), 2017 Page | 157 

 

Table4.2 

Mean, SD, CV, CGR, T value, and Trend of Short Term Debt to Equity Values of Private Sector Companies 

Serial 

No 
Name of company 

After liberalization 

Mean SD CV CGR T value Trend 

1 Ajanta Pharma Ltd. 1.39 3.49 251.21 -1.17 -0.106 0.2171 

2 Apollo Tyres Ltd. 0.29 0.20 33.76 -1.38 -0.449 -0.0012 

3 Asian Paints Ltd. 0.20 0.21 102.81 -29.29 -3.174
*
 -0.0326 

4 Bajaj Electricals Ltd. 0.01 0.01 40.20 -11.71 -3.907
*
 -0.0010 

5 Bata India Ltd. 0.03 0.02 48.52 0.44 0.087 -0.0000 

6 Berger Paints India Ltd. 0.65 0.69 107.04 -18.25 -2.699
#
 -0.0966 

7 Bharat Forge Ltd. 0.68 0.58 84.91 -31.48 -2.776
*
 -0.1371 

8 Britannia Industries Ltd. 2.55 7.65 300.08 1.97 0.129 0.9212 

9 Cipla Ltd. 0.35 0.42 121.60 1.23 0.139 -0.0047 

10 Colgate-Palmolive (India) Ltd. 0.35 0.42 121.60 1.23 0.139 -0.0047 

11 D C M Shriram Consolidated Ltd. 0.01 0.01 54.66 9.49 2.443
#
 0.0008 

12 Dabur India Ltd. 0.09 0.07 80.27 0.78 0.092 0.0009 

13 Escorts Ltd. 2.27 1.99 87.66 -26.06 -2.303
#
 -0.4806 

14 Essar Oil Ltd. 0.08 0.06 72.60 0.42 0.047 -0.0021 

15 Essar Ports Ltd. 0.07 0.06 88.46 -2.06 -0.253 -0.0025 

16 Glaxosmithkline Pharmaceuticals Ltd. 0.44 1.15 263.21 -16.48 -1.552
@

 -0.1379 

17 Graphite India Ltd. 0.08 0.04 53.57 10.83 2.718
*
 0.0075 

18 Grasim Industries Ltd. 0.06 0.04 65.22 -20.04 -1.799
#
 -0.0087 

19 J B Chemicals & Pharmaceuticals Ltd. 0.01 0.01 76.04 18.46 3.089
*
 0.0002 

20 Jindal Steel & Power Ltd. 0.08 0.05 59.84 12.33 3.190
*
 0.0099 

21 M R F Ltd. 0.19 0.08 42.68 2.33 0.390 0.0095 

22 Raymond Ltd. 0.05 0.05 92.65 -15.21 -3.721
*
 -0.0087 

23 Tata Motors Ltd. 1.11 2.16 280.63 32.61 1.741
@

 0.5598 

24 Voltas Ltd. 0.02 0.01 51.77 -7.86 -1.697
@

 -0.0011 

25 Wipro Ltd. 1.98 2.02 117.01 57.04 1.260 0.5175 

26 Overall value 0.52 0.32 277.35 -16.58 1.260 0.0529 

Note: * Significant at 1% Level, # Significant at 5% Level @ Significant at 10% Level 

Noticeably, Britannia Industries Ltd. have registered highest volatility (7.65) followed by 

Ajanta Pharma Ltd. (3.49), Tata Motors Limited (2.16) and Escorts Ltd. as SD value indicate 

during post-reform period. Except these companies, all other sampled private companies have 

experienced more stabilization in terms financial resources funding as all these experienced 

less volatility during post reform period as compared. The CV values show high variations 

for individual industries. However, overall CV value has registered slightly low for post-

reform period. However, more aggressive companies namely Britannia Industries Ltd., 

Ajanta Pharma Ltd., Tata Motors Limited and Escorts Ltd. are taking high risk indicated by 

high volatility during post reform period along with robust CV value which indicates poor 

business performance after reforms. The C.G.R. values depict that the number of companies 

with positive C.G.R. of debt-equity ratio has recorded 13 after reforms. Moreover, overall 

C.G.R. value which recorded negative value of -16.58 during post-reform period. Therefore, 

largely the private sector companies have become exceptionally less aggressive regarding 

short term debt-equity ratio after reforms.  

Furthermore, after liberalization, there were 4 companies which have recorded their short 

term debt-equity ratio negatively significant at 1% level. Noticeably, overall companies have 

registered their T value of positive 1.260 insignificant during post-liberalization period. It 

means that these companies have registered an increase in their total debt liabilities and more 

dependency on equities after liberalization. Overall, trend value of debt-equity ratio is 

recorded to 0.0529 during post reform period. Interestingly, the companies namely Britannia 

Industries Ltd., Ajanta Pharma Ltd., and Tata Motors Limited that are taking high risk post 

reform period experiencing positive trend values of debt-equity ratio revealing their 
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aggressiveness. It means that these private sector companies have been taking huge risk 

during post-reform period. 

Table 4.3 brings out the values of mean, standard deviation, coefficient variation, C.G.R, t 

value and trend value of total debt to equity ratio of private sector companies. The data 

reveals that the private sector companies have recorded a decline in the proportion of debt to 

equity during post-reform period. Overall, the public sector companies have registered 0.76 

the mean debt to equity ratio (MDER) during post-reform periods that reveals role of debt as 

a source of finance for public sector companies in India has declined during post-reform 

period. On an average, the debt to equity ratio of private sector companies  is recorded from 

0.01 in case of Bata India Ltd. to 5.51 for Escorts Ltd. during post-reform period. Out of 25 

sampled private companies, only 5 companies namely Berger Paints India Ltd., Bharat Forge 

Ltd., Britannia Industries Ltd., Escorts Ltd., and Tata Motors Ltd. have revealed increment in 

their MDER after reforms. All the other sampled private sector companies have been 

reducing their debt obligations during post reform period. Overall the private sector 

companies have registered an increment in SD value during post-reform period However, the 

overall CV value of total debt- equity ratio during post-reform period indicates sharp increase 

in fluctuations. It means with the growth of equity contributions after reforms, business of the 

sampled private sector companies became more unstable. The C.G.R. values depict that the 

number of companies with negative C.G.R. of debt-equity ratio has 15 companies in post-

reform period. Moreover, overall C.G.R. value has become negative value of -12.85 during 

post-reform period. Highly negative trend values of debt-equity ratio are indicator of sharp 

decrease in the debt liabilities and the percentage of assets of a business being financed by 

debts are diminishing. 

Table 4.3 

Mean, SD, CV, CGR, T value, and Trend of Total Debt to Equity Values of Private Sector Companies 

Serial 

No 
Name of company 

After liberalization 

Mean SD CV CGR T value Trend 

1 Ajanta Pharma Ltd. 2.05 2.19 226.96 15.0057 1.561
@

 0.6738 

2 Apollo Tyres Ltd. 0.64 0.20 31.45 0.9626 0.337 0.0121 

3 Asian Paints Ltd. 0.52 0.40 77.67 -16.8929 -3.545
*
 -0.0922 

4 Bajaj Electricals Ltd. 0.03 0.01 45.99 -13.2356 -3.379
*
 -0.0028 

5 Bata India Ltd. 0.01 0.01 58.53 -14.4522 -2.447
#
 -0.0003 

6 Berger Paints India Ltd. 1.02 1.12 109.66 -21.6805 -3.220
*
 -0.1589 

7 Bharat Forge Ltd. 1.49 3.79 108.75 -10.6188 -2.887
*
 -0.4170 

8 Britannia Industries Ltd. 1.77 2.12 215.35 19.3709 1.263 1.2223 

9 Cipla Ltd. 0.37 0.44 120.96 -0.2855 -0.035 -0.0070 

10 Colgate-Palmolive (India) Ltd. 0.03 0.03 90.52 -31.6358 -4.900
*
 -0.0049 

11 D C M Shriram Consolidated Ltd. 0.03 0.01 24.40 2.4473 1.306 0.0007 

12 Dabur India Ltd. 0.16 0.14 83.59 -9.7510 -1.358 -0.0201 

13 Escorts Ltd. 3.81 4.88 83.93 -25.3599 -1.280 -1.2264 

14 Essar Oil Ltd. 0.55 0.10 17.68 -0.0608 -0.040 0.0001 

15 Essar Ports Ltd. 0.39 0.42 106.46 -21.8679 -7.890
*
 -0.0839 

16 Glaxosmithkline Pharmaceuticals Ltd. 1.00 2.26 226.20 -43.0499 -2.402
#
 -0.3566 

17 Graphite India Ltd. 0.22 0.11 50.12 9.0397 2.032
#
 0.0122 

18 Grasim Industries Ltd. 0.29 0.13 45.68 -13.3389 -4.732
*
 -0.0290 

19 J B Chemicals & Pharmaceuticals Ltd. 0.02 0.00 58.11 9.7796 2.061
#
 0.0001 

20 Jindal Steel & Power Ltd. 0.43 0.23 52.12 16.1514 1.846
#
 0.0584 

21 M R F Ltd. 0.47 0.17 35.74 4.3790 1.546
@

 0.0267 

22 Raymond Ltd. 0.19 0.08 41.68 -7.7787 -4.430
*
 -0.0152 

23 Tata Motors Ltd. 2.45 1.22 241.34 31.6771 2.503
*
 0.5115 

24 Voltas Ltd. 0.03 0.02 67.42 -15.3803 -4.035
*
 -0.0046 

25 Wipro Ltd. 1.17 3.75 118.04 54.8677 5.061
*
 0.8440 

26 Overall value 0.76 0.95 237.46 -12.8585 2.350
#
 0.0535 

Note: * Significant at 1% Level, # Significant at 5% Level @ Significant at 10% Level 
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The T values indicate that the number of companies that have registered their total debt-

equity ratio significant at 1% level of 11  companies during post-liberalization period out of 

which 9 companies have realized negative total debt-equity ratio significant at 1% level. The 

number of companies with negative trend values of debt-equity ratio has 14 companies in 

post-reform period.. Overall, trend value of debt-equity ratio is recorded -0.0535 during post 

reform period. It means that the sampled private sector companies have started  relying less 

on debt during post-reform period. By reducing their debt liability and more dependency on 

equity market, they are playing their business safely instead being competitive after reforms. 

Table 4.4 brings out the values of mean, standard deviation, coefficient variation, C.G.R, t 

value and trend value of total debt to total assets ratio of private sector companies. It is held 

from the data that the private sector companies have registered a sharp decline in the 

proportion of debt to assets during post-reform period. However, the mean debt to assets ratio 

(MDAR) is recorded from 0.01 in case of Bharat Colgate-Palmolive (India) Ltd. to 0.55 for 

Essar Oil Ltd. during post-reform period. Overall, the private  sector companies have 

registered 0.23 MDAR during post-reform periods that reveals role of debt as a source of 

finance for public sector companies in India has declined during post-reform period as 

compared to pre-reform period. Out of 25 sampled companies, only 10 companies namely 

Apollo Tyres Ltd., Asian Paints Ltd., Bajaj Electricals Ltd., Bharat Forge Ltd., Essar Oil Ltd., 

Essar Ports Ltd., Jindal Steel & Power Ltd., M R F Ltd., Raymond Ltd., and Tata Motors Ltd. 

have revealed increment in their MDAR after reforms. All the other sampled private sector 

companies have been reducing their debt obligations during post reform period. 

Table 4.4 

Mean, SD, CV, CGR, T value, and Trend of Total Debt to Total Assets of Private Sector Companies 

Serial 

No 
Name of company 

After liberalization 

Mean SD CV CGR T value Trend 

1 Ajanta Pharma Ltd. 0.34 0.09 28.99 5.49 -2.927
*
 0.0167 

2 Apollo Tyres Ltd. 0.28 0.05 19.37 -0.68 -0.403 -0.0013 

3 Asian Paints Ltd. 0.08 0.07 89.10 -19.82 -3.513
*
 -0.0168 

4 Bajaj Electricals Ltd. 0.30 0.13 42.34 -12.64 -5.911
*
 -0.0307 

5 Bata India Ltd. 0.09 0.06 67.39 -28.96 -3.126
*
 -0.0076 

6 Berger Paints India Ltd. 0.15 0.07 50.26 -10.39 -3.060
*
 -0.0149 

7 Bharat Forge Ltd. 0.39 0.09 22.39 -2.01 -1.262 -0.0094 

8 Britannia Industries Ltd. 0.16 0.12 73.99 -2.75 -0.274 0.0011 

9 Cipla Ltd. 0.06 0.04 75.26 -6.09 -0.756 0.0007 

10 Colgate-Palmolive (India) Ltd. 0.01 0.01 74.32 -15.29 -4.247
*
 -0.0011 

11 D C M Shriram Consolidated Ltd. 0.45 0.05 10.15 -1.17 -1.576
@

 -0.0054 

12 Dabur India Ltd. 0.13 0.11 88.31 -12.92 -2.298
#
 -0.0210 

13 Escorts Ltd. 0.23 0.09 42.00 -9.75 -4.903
*
 -0.0205 

14 Essar Oil Ltd. 0.55 0.09 16.82 -3.99 -5.834
*
 -0.0214 

15 Essar Ports Ltd. 0.31 0.08 25.71 -5.46 -5.463
*
 -0.0177 

16 Glaxosmithkline Pharmaceuticals Ltd. 0.01 0.02 179.79 -23.39 -4.467
*
 -0.0030 

17 Graphite India Ltd. 0.28 0.09 32.90 -6.74 -3.317
*
 -0.0162 

18 Grasim Industries Ltd. 0.24 0.09 40.37 -12.11 -7.177
*
 -0.0243 

19 J B Chemicals & Pharmaceuticals Ltd. 0.14 0.07 47.32 5.59 1.332 0.0073 

20 Jindal Steel & Power Ltd. 0.45 0.05 10.38 -1.24 -1.598
@

 -0.0055 

21 M R F Ltd. 0.28 0.07 25.98 -5.52 -3.038
*
 -0.0153 

22 Raymond Ltd. 0.35 0.07 18.62 2.82 2.245
#
 0.0099 

23 Tata Motors Ltd. 0.25 0.07 28.26 1.39 0.550 0.0025 

24 Voltas Ltd. 0.08 0.06 72.84 -18.23 -5.239
*
 -0.0139 

25 Wipro Ltd. 0.08 0.08 98.23 24.48 2.425
#
 0.0144 

26 Overall value 0.23 0.07 13.83 -5.28 -2.066
#
 -0.1934 

Note: * Significant at 1% Level, # Significant at 5% Level @ Significant at 10% Level 

Overall, the private sector companies have registered a decline in SD value during post-

reform period as compared to pre-reform period,  indicating more dependency over equity 
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funding. The overall CV value of post-reform period indicates sharp decline in debt to assets 

ratio fluctuations. It means with the growth of equity contributions after reforms, business of 

the sampled private sector companies became more stable. The C.G.R. values depict that the 

number of companies with negative C.G.R. of debt-equity ratio has increased of 20 

companies in post-reform period. Moreover, overall C.G.R. value has become negative value 

of -5.28 during post-reform period. It indicates  that the growth of debt to assets ratio has 

become negative after reforms and hence debt liabilities of the public sector companies have 

declined after reforms.  

Furthermore, in case of T values , after liberalization, there were 14 companies which  have 

recorded their total debt-total assets ratio with significant at 1% level negatively. Hence, there 

is a paradigm shift in financing pattern of private sector companies after liberalization as 

these companies are becoming more dependent on internal finance. It means that these 

companies have registered a sharp decline in their total debt liabilities and more dependency 

on equities after liberalization. Thus, null hypothesis that there is no change in total debt-total 

assets during both periods stands rejected.   

Overall, trend value of debt-equity ratio is recorded at 0.1934 during post reform period. It 

means that the private sector companies have been taking little debt during post-reform 

period and become more dependent on internal finance and thus come under low-risk taking 

industry. 

5. Conclusion 

On basis of above analysis it has been found that companies dependence on external finance  

has been decreased. A paradigm shift in financing pattern of private sector companies have 

been found after liberalization as majority of the sampled companies are being observed as 

becoming more dependent on internal finance and thus come under low-risk taking industry. 

Thus, the study concludes that majority of the sampled private sector companies have been 

taking little debt during post-reform period and become more dependent on internal finance.  
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