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Abstract

In today's globalised world, it is the responsibility of the business to make the
public aware about the different activities undertaken during the period. Therefore,
disclosure is of utmost importance in these days. Since disclosure represents transparency
of company's activities, companies disclosing more information are always preferred.
This paper empirically examines the disclosure practices of 19 public sector and 23
private sector companies in India for the period 2003-04 to 2010-11. The companies have
been selected on the basis of their market capitalization from BSE-500 index. This paper
analyses the company wise variation in the disclosure practices of public sector and
private sector companies on the basis of disclosure index consisting of 101 items (99
items are applicable on private sector) representing the different areas of disclosure by
the companies in their annual reports, with the help of statistical tools i.e. mean,
percentage analysis, standard deviation, coefficient of variation and t-test.
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INTRODUCTION

In today's globalised world, it is the responsibility of the business to make
the public aware about the different activities undertaken during the period. Therefore,
disclosure is of utmost importance in these days. Since disclosure represents
transparency of company's activities, companies disclosing more information are
always preferred. Though there are several ways to disclose such information,
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annual reports are more comprehensive in this regard. Corporate disclosure is the
process of disseminating financial and non-financial information among the different
users i.e. shareholders, creditors, bankers, employees, interested potential investors
and general public. As every listed company is required to publish its annual report
which discloses the results of accounting period (normally for a financial year), it
becomes a regular source of information for the users. In India, disclosure practices
of both public and private sector companies are governed by various laws such as
Companies Act and regulatory bodies like Securities and Exchange Board of India,
Bureau of Public Enterprises, Institute of Chartered Accountants of India etc. In
addition to it, the management philosophy on disclosure differs from concern to
concern. As a result, differences are found in the disclosure practices of various
companies. This has been highlighted in many empirical, descriptive and qualitative
studies carried out in the field of corporate disclosure by various research scholars.
Some of these studies have been briefed below.

Gupta, J. L. (1983) analyzed the inventory valuation disclosure practices of
100 (consists of 80 private and 20 public sector) engineering companies for the year
1979-80. He studied the issues like composition of product cost, basis of valuation,
cash flow assumptions, treatment of excise duty and overhead accounting policy.
The study revealed that 60 per cent public and 10 per cent private sector companies
were disclosing the accounting policy for inventory valuation. The study highlighted
that public sector undertakings disclosed more information relating to  accounting
policies.

Chander, Subhash (1992) in his study examined and compared disclosure
practices of public and private sector companies in India. The study was based on
a sample of 50 public sector and 50 private sector companies for the period 1980-
81 to 1984-85. The study showed that the quality of reporting analyzed on the basis
of 'company-wise disclosure' was significantly better in case of public sector in
comparison to private sector companies.

Behl, R.L. (2008) conducted a study to examine company-wise disclosure
level of 92 Indian companies from BSE-500 index for the period of five years i.e. 2000-
01 to 2004-05. The study highlighted that over the period of five years, 85 companies
had shown positive compound growth rate and 7 companies had negative compound
growth rate. It showed an improvement in the corporate voluntary disclosure scores
from 2000-01 to 2004-05.

Singh, Prakash (2008) evaluated the social responsibility disclosure practices
of 50 Indian companies (both public as well as private sector) for two years i.e. 2000
and 2004. The study revealed that the disclosure of social information was more in
public sector as compared to private sector companies.
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Shah, Pragnesh (2009) studied the voluntary disclosure practices of 28
companies in respect of human resources accounting information. It highlighted that
Indian companies did not follow a uniform policy for its disclosure and very little
attention was provided to the variables, more important for decision making.

Dangwal, R.C., Singh, Kashmir and Anand, Swati (2010) found large
differences in the voluntary disclosure practices of large and mid-cap companies in
their study conducted on the basis of index of disclosure consisting of 72 reporting
items for the period 1999-2000 to 2004-05.

Ragini (2012) examined and compared the various disclosure practices of
intangibles of the top 100 Indian, US and Japanese companies for a period of five
years 1.€.2001-2005. It showed that all the countries under study had a significant
improvement over the period. It further revealed that the Indian companies disclosed
more information on research and development and human resources than the
companies from US and Japan. Japanese companies showed maximum improvement
in the overall disclosure score over the period of five years.

OBJECTIVES OF THE STUDY

The present paper is an attempt to make company-wise analysis of disclosure
practices of public and private sector companies in India and to find out the
differences in disclosure practices of selected public and private sector companies.

RESEARCH METHODOLOGY

The study is based on 42 Indian companies included in BSE 500 index (19
from public sector and 23 from private sector) from five industries namely Oil Drilling
& Exploration and Refineries, Power Generation and Distribution, Metals & Minerals,
Chemicals & Fertilizers and Heavy Engineering. It covers the period of eight years
i.e. from 2003-04 to 2010-11 and is based on the secondary data collected from the
annual reports of the respective companies. Company-wise a disclosure score sheet
has been prepared on the basis of disclosure index consisting of 101 items (99 items
are applicable on private sector). For scoring, both unweighted scoring method
(which assigns equal weightage to all the items of disclosure index) and weighted
scoring methods have been used. Unweighted scoring method assigns score one
for the items disclosed in annual reports and zero for the items not disclosed in
annual reports, for all the items of disclosure index except for eight items namely
schedules, notes to accounts, accounting policies, use of charts/graphs, past year
dividend statistics, financial ratios, financial highlights regarding past and production
statistics. These items have been assigned weights as under :
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(a) No. of Schedule Weight

Upto 20 1

More than 20 2
(b) Notes to accounts

Upto 20

From 21 - 30

Above 30 3
(o) Accounting policies

Upto 10 1

More than 10 2
(d Use of charts/graphs

Upto 10

More than 10 2
(e) Past year dividend statistics

Upto 5 years 1

More than 5 years 2
® Financial ratios

Upto 10

More than 10 2

(2) Financial highlights regarding past
Upto 10 years

More than 10 years 2
(h) Production statistics

Upto 5 years 1

More than 5 years 2

The maximum score applicable to the public sector companies and private
sector companies is 110 and 108 respectively because two items ( Comments of
Comptroller and Auditor General of India and Guidelines of Bureau of Public
Enterprises) in the disclosure index are not applicable on private sector. For the
analysis, statistical tools namely mean, percentage analysis, standard deviation,
coefficient of variation and t-test have been applied. Disclosure score for all the
years of the study for each company in public and private has been calculated by
applying the following formula :

Total scores obtained by a company

1. Disclosure score = . * 100
Total scores applicable to that company
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2. Mean disclosure score = 2X/N

Where, X = Sum of all the values of variable x (i.e. disclosure score from

2003-04 to 2010-11)
N = Total number of observations

For the study of disclosure of companies in the public and private sector,
the following null hypothesis has been formulated, which has been tested by
applying t-test at 5 per cent level of significance.

H, : There is no significant difference in the company wise disclosure

practices of public and private sector companies in India.
ANALYSIS

Table 1 presents disclosure score of 19 public sector companies from 2003-
04 to 2010-11 and shows ranks of the companies on the basis of disclosure score
in the descending order. The table also depicts the increase/decrease in the disclosure
score in 2010-11 over 2003-04. The analysis of the table reveals that out of total 19
companies, 18 companies have shown increase in disclosure score in 2010-11 over
the year 2003-04 whereas one company has shown decrease in disclosure score in
2010-11 in comparison to 2003-04.

In terms of disclosure score, most of the companies have fluctuating
trend over the period. There are only two companies which have shown continuous
increase in the disclosure score over the period i.e. NTPC (41.81 per cent in 2003-
04 to 70.91 per cent in 2010-11) and BHEL (59.09 per cent in 2003-04 to 77.27 per
cent in 2010-11). Further, 16 companies have increase in disclosure score over
the period but with fluctuations during the period. Rashtriya Chemicals &
Fertilizers Limited has the maximum increase in disclosure score i.e. 77.81 per
cent. Bharat Earth Movers Ltd. is the only public sector company which has
shown decline in the disclosure score i.e. 50.91 per cent in 2003-04 to 46.36 per
cent in 2010-11.

As the study reflects the fluctuations in the disclosure score obtained in
the different years by different companies, therefore major changes can be observed
in the ranks obtained by the different companies in the different years. Some
company's show improvement whereas others show either decline or constant
ranks in the year 2010-11 over 2003-04. BHEL has obtained the first rank in most
of the years of the study except 2003-04, 2005-06 and 2006-07. In these years, it
is on the second rank. There is a remarkable improvement in the ranks of ONGC
(from 7th to 3rd), GAIL (from 10th to 2nd), Indian Oil (from5th to 3rd), Power Grid
Corporation (from 8th to 4th), SAIL (from 9th to 6th), NMDC (from 9th to 4th),
NALCO (from 13th to 7th), Rashtriya Chemicals and Fertilizers Ltd. (from 15th to



(an (6) (€1) (TD (48] (€1) (I (r1)
8¢ SSHI 9¢'9¢ | 8185 | 99°¢€S 0S sv'sy | T8Iy | 160v | 18T1Y OdHN | 8
() (©) (©) (In (6) (i) (L) (8) uopeiodio)
TTEe 811 €L79 | 1819 | €£79 | 1605 | 6067 | 18°1H 0 16°0S puO Jomod [ L
@ (€) €3] (©) () (€) (M (m
81°81 1601 160L | LTLY | LTLY | ¥S+9 | ¥S¥9 | v9°€9 | 1819 09 OdIN | 9
() () (8) (9) @ (0 (©) ()
€Il LE9 €L79 | 1819 09 €LT9 | 8189 | 9€99 | SS¥S | 9€9¢ T0dd | S
() (©) () (€) ) () () (©)
9°YC S9°€l 169 | LTL9 | Sv'S9 | 999 | €279 | €L29 | svss | spss o uepy] [y
(©) 03) (28] (TD (1p) 9) ) (€
€6°L vS'y 1819 09 18716 0S LTLy | 9g9s | s18s | LzLs eIpul 110 | €
) ) @ @ (€) (€) (8) (on)
10°0$ ¥9°€C 160 | I8T1L | I81L | 8189 | S¥'s9 | v9°€9 | 606v | LTLY TIvD | T
() () 03] () (©) 03) () 03)
LE€EE 6TL1 169 | $9°€9 | 1609 | st's9 | v9°¢€9 | ssvs | svss | 18716 JONO | 1
$0-€00T 3940 [ | $0-€00T 1040 [
-010T Ul dSBAIO3P | -01OT Ul 3s82109P [ [1-010T| 01-600T [ 60-800T [80-L00T |£0-900T [90-500T | SO-+00T | ¥0-£00T Auedwo) | -oN
JO 9seaIduy 9, JO asealdu] Y} JOo sweN °S
91020S 2.InSoPSIq

Narinder Kaur, R S Arora / Indian Management Studies Journal 17 (2013) 171-182

176

(98e3uddaad ur) 10399 dqng JO $I0IS AINSOPSI IsIM-Auedwo)

T 3IqeL



177

Narinder Kaur, R S Arora / Indian Management Studies Journal 17 (2013) 171-182

syuer oy} moys sisoyjuored ur soISrg : JoN

(M (1 (1 (1 @ () ) )

LLOE 81°81 LTLL | 9€9L | 9¢9L | 6069 | 81'89 | st's9 | 1819 | 60765 TAHY | 61
(on (oD (on (L) ) (8) () ) PIT

66t we LTLS | 606y | LTLs | 81'8S | SS¥S | sSvS | svss | SSvS eIpuy s1ouisug | ‘8]
((49) (zD (9] (€1 (on) (6) ) (8)

v6'8- $S- 9¢9r | 9€9% | 9cor | 606v | 818 | €LTS | €LTs | 1608 TNEEL | LI
(6) (on (1o (Tn (on) (€D (on) (SD) | 'p¥1 swzinIRg %

18°LL 9%'ST 81'8S | st'ss [ stss 0 818y | 181¥ | TL'th | TLze [reomuoyy eAmysey | 91
(8) (on) (on (8) (8) (on (6) (D

10°0¢€ v9'€l 6065 | stss | Loes | LTes | 18IS | 18IS | 9¢9r | Stsy TAN | 61
@) (8) (6) (6) ) ((49) (om) (€D

6v'LE 9¢'91 09 60'6S | 81'8 | 9€9S | €LTS | TLTh | LT | ¥9E OJTVN | tI
() ) (€D 03] ) (an ©)) (6)

6LLT v9'€l €L79 | 1609 | 99¢s | 818s | ssvs 0S 60°6v | 60°6v DANN | €1
)] () ©) ) (1 (©) () (6)

80'+C 811 1609 [ 1609 | 1819 | €,T9 | 6069 | 818 | St'sS | 606¥ VS | 11
(40) (D) @n (49) ((49) (9] (€D (sD

a8 v9°€ 9¢9¢ | LTLe | LTLe | LTLe | vSvE | vSvE | TrTe | Tt NATS | 01
(6) (6) (T (oD 03] 03] (©) (I

$'sT 811 81'8S | 818s [ 995 | 99°¢s | €LTs | s'ss [ 9€9s | 9¢op opusryIeakoN | 6

1 dlqeL "pIuo)




178 Narinder Kaur, R S Arora / Indian Management Studies Journal 17 (2013) 171-182

9th) and NFL (from 12th to 8th) during the period 2003-04 to 2010-11. There is
a decline in the disclosure score of BEML in the year 2010-11 over 2003-04 (i.e.
from 50.91 per cent to 46.36 per cent). Therefore ranking of the company has
declined from 8th to 12th in the year 2010-11.

Disclosure scores of Oil India, NTPC and Engineers India Ltd. show
improvement over the period but ranks of the companies have declined during the
study period i.e. Oil India (from 3rd to 5th), NTPC (from 1st to 2nd) and Engineers
India Ltd. (from 6th to 10th).There is no change in rank of BPCL in 2010-11 over 2003-
04 i.e. 4th rank in terms of disclosure score.

Tables 2 indicates disclosure scores of 23 private sector companies from
2003-04 to 2010-11. It also shows ranks of the companies on the basis of disclosure
score in the descending order. The table highlights the increase/decrease in the
disclosure score in 2010-11 over 2003-04. After an analysis of the table, it is evident
that out of total 23 companies, 21 have shown improvement in disclosure score in
2010-11 over the year 2003-04. whereas two companies have shown no improvement
in the disclosure score in 2010-11 over 2003-04.

Analysis of the table reveals that majority of the private sector companies
have shown fluctuating trend during the period of eight years. Major percentage
increase in disclosure score been observed in case of Petronet LNG by 105.28 per
cent, GVK Power and Infrastructure Ltd. by 86.99 per cent, Jai Prakash Power by
46.16 per cent, Sesa Goa by 43.48 per cent, Tata Power by 51.09 per cent. There are
only two companies i.e. Tata Steel Ltd. and Larsen & Toubro Ltd. which have not
shown improvement in disclosure scores in 2010-11 over 2003-04 but rank-wise these
companies have good standing in comparison to other private sector companies
with improvement in disclosure score.

Rank of Tata Power Co. Ltd. has shown remarkable improvement (from 10th
to 4th) over the period. Other companies whose ranks have shown improvement are
Hindalco (3rd to 1st), Reliance Industries Ltd. (4th to 3rd), Petronet LNG (17th to
13th), Jindal Steel (9th to 6th) and Sesa Goa (9th to 5th). There is no change in the
ranks of Jai Prakash Power (14th), Sterlite Industries (5th), Tata Chemicals (7th) and
Sanghvi Movers (15th) in 2010-11 over 2003-04 but during the period of eight years,
wide fluctuations have been observed in the ranks of these companies.

On the other hand, ranks of Tata Steel (2nd to 3rd), Larsen and Toubro (1st
to 2nd), United Phosphorus (8th to 9th), Coromendal International (7th to 8th), Bayer
Crop Science (6th to 8th), Chambal Fertilizers (6th to 10th) reflect the decline in ranks
obtained in spite of increase in the disclosure score over the period.
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Table 3

Mean Disclosure Score for Public and Private Sector Companies
Years Public Sector Private Sector tovalue

Mean S.D. C.V. Mean S.D. C.V.

2003-04 48.23 8.66 17.96 40.09 13.99 34.89 2.205%
2004-05 50.38 8.23 16.33 40.98 13.24 32.31 2.691%*
2005-06 52.44 9.86 18.80 43.68 14.76 33.79 2.209*
2006-07 54.59 10.39 19.03 45.69 14.18 31.04 2.276%
2007-08 56.36 8.98 15.95 46.56 14.06 30.13 2.598%*
2008-09 57.7 9.43 16.35 47.78 13.56 28.38 2.692%
2009-10 58.47 9.89 16.91 48.47 13.74 28.35 2.653*
2010-11 60.19 9.91 16.47 50.11 13.47 26.88 2.709*

*t - Value is significant at 5% level of significance

Table 3 depicts the mean disclosure scores of public and private sector for
the eight years of study along with the values of standard deviation, co-efficient of
variation and t-value. The mean disclosure scores of both public and private sector
show continuous increase in disclosure but disclosure is more in public sector
companies for all the years. The higher values of standard deviation in case of
private sector reveal wide variations in the disclosure of private sector companies
corresponding to public sector. The t-value depicts that there are significant difference
in disclosure practices of public sector and private sector companies for all the years
as calculated t-values are more than table value at 5 per cent level of significance.

CONCLUSION

The study reveals that in the public sector BHEL, NTPC and GAIL have
better disclosure scores in comparison to other public sector companies. However
in the private sector Tata Power, Tata Steel, Reliance Industries and Hindalco have
higher disclosure scores in most of the years of the period of study. Further,
significant differences have been found in disclosure practices of public sector and
private sector companies in India. The study shows continuous increase in the
disclosure by both the sectors over the period of study but comparative analysis
reveals that disclosure is more in public sector companies than private sector
companies.



182 Narinder Kaur, R S Arora / Indian Management Studies Journal 17 (2013) 171-182

References

Bajpai, Naval (2010), "Business Statistics", Pearson Education.

Behl, R. L. (2008), "Corporate Disclosure Practices of Indian Companies", PIMT - Journal
of Research, Vol. 1, No.1, March-August, pp. 71-75.

Chander, Subhash (1992), "Corporate Reporting Practices in Public and Private Sector",
Deep and Deep Publications (pvt.) Ltd., New Delhi.

Dangwal, R. C.; and Singh, Kashmir, "Corporate Disclosure Practices in India : A study of
Large- and Mid-cap Companies", Journal of Accounting and Finance, Vol. 24, No.1,
October 2009-March 2010, pp. 71-97.

Gupta, J. L. (1983), "Inventory Valuation: Disclosure Practices (An Experience in
Engineering Industry)", The Management Accountant, November, pp. 475-479.

Gupta, S. P. (2004), "Statistical Methods", Sultan Chand and Sons Publishers, New
Delhi,.

Lal, Jawahar (1985), Corporate Annual Reports -Theory and Practice, Sterling, Delhi.

Ragini (2012), "Corporate Disclosure of Intangibles: A Comparative Study of Practices
among Indian, US and Japanese Companies", Vikalpa, Vol. 37, No. 3, July-
September, pp. 51-72

Shah, Pragnesh, "Corporate Reporting Framework in India : A Case of HRA Reporting",
Journal of Accounting and Finance, Vol. 23, No. 1, October-March, pp. 39-52.

Singh, Prakash (2008), "Corporate Social Accounting: An Empirical Study on
Social Information Disclosure in Indian Companies", Prajnan, Vol. XXXVI, No. 21,
pp. 115-131.

Annual reports of respective companies.



