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Abstract

The present study attempts to focus on the relationship between ownership pattern and financial
performance of selected automobiles firms in India working in the car manufacturing sector
during the period 2015 — 2022 which also includes the COVID-19 pandemic period.it also
evaluated the influence ownership pattern variables (institutional, managerial, and foreign) on
firms’ performance (Return on Assets and Return on Equity). The study based on secondary,
adopting correlation and regression technique and observe that Indian promotors and foreign
ownership has positive and significant influence on firs value while other pattern has
insignificant.in this study tries to light on influence of ownership pattern on corporate
performance.

Keyword: Ownership pattern, institutional and foreign ownership, financial performance and
COVID-19

INTRODUCTION:

This research seeks to analyzed the influence of equity ownership structure on firm financial
performance of Indian automobile sectors and focuses on the role of tree main dimensions of
the ownership structure, ownership identity (especially institutional investors and foreign
investors) and Indian promotors investors. ownership is one of the most important mechanisms
of corporate governance. The relationship between ownership structure and performance is a
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vital and continued subject in the field of financial management (Ezazi, Sadeghi Shari, Alipour
& Amjadi, 2011)

The automobile industry is one of the fastest rising industries in India. Its contribution in the
GDP of India is one of the largest in the world. This industry is the sixth largest in the world
in terms of passenger car and commercial vehicle manufacturing and-also helps to raise foreign
currency by exports averagely of 1.5 million vehicles every year. (R, Rajavathana, 2012).
Financial Performance:

Financial performance refers to the assessment of a company’s overall position vis a vis its
liquidity, assets, liabilities, share capitals, overall profit earning expenses and revenue aspects.
It is measured through various accounting related formulas that allow financial users to analyze
exact details regarding a company’s potential effectiveness. For internal users, financial
performance is examined to determine a company’s well-being and standing, among other
benchmark, that will give them upcoming growth. For external users, financial performance is
analyzed to dictated potential investment opportunities.

Ownership pattern / structure:

The form of organization whether domestically owned or foreign owned has an important
bearing on the success of the enterprise. The right choice would promote good administration
which would lead to sound management and efficient production or service. On the other hand,
a wrong choice could hinder good administration which would result into uneconomic
production, inefficient service and unscientific management. (Gupta 1984)

If agency problems can be ascribed to the fact that firms are incorporated, no longer can firm
value and investment decisions be expected to be independent from ownership structure and
concentration (Smith 1776). Shareholding pattern shows how the total equity shares
outstanding in the company are divided among various stakeholders. It shows how ownership
is divided among the entities that constitute are its owners. It consists of the following extensive
divisions that are further alienated in various categories:
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Table-1 classification of ownership

1591

2. Public Shareholding
Promoter Shareholding (responsible for | A. Institutions

floating the company) 1. Mutual Funds

A. Domestic Promoters 2. Financial Institutions/Banks

1. Individuals 3. Government

2. Government 4. Venture Capital Funds

3. Corporate Bodies 5. Insurance Companies

4. Financial Institutions/Banks 6. Foreign Institutional Investors (FIIs)
B. Foreign Promoters 7. Foreign Venture Capital Investors
1. Individuals (NRI/Foreigners) 8. Qualified Foreign Investors

2. Corporate Bodies B. Non-Institutions

3. Institutions 1. Corporate Bodies

4. Qualified Foreign Investors 2. Individuals

3. Others such trusts clearing members NRIs, etc.
4. Custodians (in case of foreign depository receipts

Source: sptulsian.com

Fig.1 Types of ownership Pattern/structure
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In this study the automobile sectors which taken for analysis, the ownership pattern divided
into three categories such as Indian promotors group, institutional investors and foreign

investors because such company generally is manufacturing company.

LITERATURE REVIEW

Many studies previously analyzed different aspects of Covid pandemic influences on people’s
standard of living and GDP of countries and their growth and also the effect on financial
performance of difference industries but here the study based on the ownership pattern factors
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refer to the shareholding pattern which taken or hold by difference persons and institutions
within the country and out of country, while Return on Assets and Return on Equity (ROE and
ROA) are considered as parameters of financial performance. That use to analyze the relation
between different variables used in this study. The studies considered as literature review are
mentioned below:

Abor, (2005). This study reveals that permutation factors affect the firm’s performance
and earning ability and shows how effectively companies manage their resources. But
an adverse impact is noticed in long-term debt to profitability articulated through return
on equity.

Huang and Song, (2006) Chakraborty, 2010) This research carried on in the Chinese
firms concludes that an adverse correlation between leverage and performance of a
company depends on the ratio to earnings before interest and tax to total assets.
Serghiescu and Vaidean, (2013) In this research, impact of financing decision on
performance and profitability was analyzed for capital structure determinants. In this
analysis, no significant impact was found among capital structure choices and financial
performance of selected firms. The literature shows mixed impact of the disaster on the
choice of capital structure during recessions. The survey conducted by Cappello,
Graham & Harvey in 2010 (in US, Europe and Asia) on the effect of financial fetters
during financial crises supported the usage of internal funding and requirement on bank
credits.

Indeed, Busta (2007) in this study, he wants to analyzed the effect of majority
ownership on financial performance and identified to role of this relationship over a
period (1993-2005) while using GMM estimation of dynamic panel or panel data
technique on a sample from European bank. Then found that concentration of
ownership has been a negative effect while the level of ownership pattern from 50%,
increased competition that may be benefitted for bank. His recommendation is that after
the legal defense pay for to minority shareholders, it can be better favorable for bank.
Riewsathiratorn et al (2011) in this research, to defined two different things about the
concentration of ownership variables in which first is the ownership concentration and
financial performance showed a positive relationship in between, wen (2010) and
reduces the performance of bank because the concentration of ownership is required
more operating cost.

Aymen Mohamed Ben Moussa. (2014) examined the effect of ownership structure on
financial performance of bank in Tunisia through used a sample of nineteen banks from
the professional association of banks in Tunisia for the period 2000 to 2010 and found
that there was no influence of capital structure on the bank’s financial performance in
the selected country context.

Lee Sanghoon (2008) the research seeks to analyzed the impact of equity ownership
structure on South Korea firms’ financial performance and the study period was 2000-
2006. He used panel data technique to identified it he focuses on the role of two
variables that is concentration of ownership and identity of owners (especially, foreign
ownership and institutional ownership) he firms financial performance found that the
effect of institutional investors and foreign investors are insignificant, but it improves
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as concentration of ownership increase. The empirical analysis founds shed light on
vital role of ownership pattern plays in corporate performance of the firms.

e Lawal Rodiat, Yahaya Khadijat (2018) in this study, analyzed the impact of
ownership structure on firms worth of Nigerian deposit money banks and examined the
relationship between ownership structure variables (foreign, concentrated and
managerial) on financial performance (ROA and ROE) for the period of 9 years (2008-
2016). Found that others variables have insignificant impact on financial performance
while only institutional investors positive and significant effect. He also recommended
for control over the management institutional shareholders learn and expertise to
exercise and best utilized their resources.

e Yixiang Zhou (2011) in this research paper he chooses sample size 509 listed
companies of Shenzhen and Shanghai for the period of 10 years (1999 - 2008) and on
the basis of used static or dynamic panel technique the proportion of managerial
ownership is uncorrelated; the relationship not stable and corporate performance and
proportion of large shareholding is a two-way interaction effect between variables used.

RESEARCH METHODOLOGY:

A. Objectives The main objectives of the research are narrated thus: (a) to analyze the
components of ownership pattern/structure that affect the financial performance of
automobile firms in India; (b) to analyze the influences factors of ownership structure
on performance of Indian automobile industry; (c) to analyze the association between
ownership pattern (especially considered promotors groups, institutional ownership and
foreign ownership) and financial performance (Return on Assets, ROA and Return on
Equity, ROE); and (d) to analyze the effect of ownership structure on Indian automobile
industry.

B. Sample In this research, the sample analyzed includes selected automobiles firms listed
in National Stock Exchange (NSE) and Bombay Stock Exchange of India (BSE). Here
also one sector was chosen in order to find out correct outcome and to reduce the false
results. The factor, such as economic risk, varies in corporate terms and affects the
capital structure decisions.

C. Nature and type of research the research which is descriptive in nature focuses on
what is currently in existence; what can be the new fact and meaning. In this process,
attempt has been made to observe, narrate and undertake documentation of the
identified subject in a way it naturally happens.

In this study was panel data model employed on the basis of the model used by Lawal
Rodiat, Benjamin et al. (2018). For each cross-section variables as unit i and time t the
following model is predictable:

PERFORMANCEit = B0 +p1 MOWNit + B2 INOWNit +it

Where: Where: PERFORMANCE!it stand for dependent variable (Return on Equity and
Return on Asset), B stand for the model parameters MOWNit is managerial ownership
and INOWNit is institutional investors.

Here this model was used as modified below:
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PEFORMANCEit = B0 +B1 IPOWNit+ B2 INOWNit+ B3 FOWNit + it
Where:

Performance = Financial performance (performance factors with ROA and
ROA)

FOWN = Foreign ownership, IPOWN = Indian promotors ownership
INOWN = Institutional Ownership

B0 = the intercept or constant; B1- B3= are the parameters; . = error term; i = number
of firms; t = time period 7 years (2015-2022)
A priori expectation is that 31, 2, and f3,> 0

Source of data in this study, data were collected by using secondary source. The data
were especially collected from audited annual report of firms, books, internet, related
articles, magazines, newspapers and National Stock Exchange of India, etc.

Sampling techniques in this study, judgement sampling method was adopted and this
was selected based on knowledge and professional judgement.

Period of study period of study cover 2014-21 which includes the Covid pandemic
period.

. Variables Here, there are three independent variables the institutional ownership,

foreign ownership and promotors groups. Out of these variables to identified the
relationship with firms® performance regression model has been used. Three
performance factors were taken as dependent variables — (a) Return on Assets as net
income to total assets, (b) Return on Equity, the ratio of net income the equity
shareholders, and (¢) Tobin’s Q, that is, market indicator of firms or the market value
of the company divided by its asset’s replacement cost.

Table 2 Variable definition

Variables Definition’s

Return on assets This is calculated by dividing earnings after interest and
tax into total assets of firms or net income to total assets
which is based on the study of Jiraporn an Liu (2018)

Return on equity The ratio of net income to the equity shareholders or
calculate by dividing profit after interest and tax into
total equity of the firms which is based on the research
of Tian and Zeitun (2007)
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Tobin’s Q (TQ)

That is market indicators of firms or the market value of
the firms divided by its asset’s replacement cost. This
ratio is the total assets value of the firm divided by its
market value. (First develop by Nicholas Kaldor in
1996)".

Institutional Ownership

As the number of shares held by institutional investors to
the total shares issued by firms which is based on the
study Lamba and Stapledon (2001) and Kouki and
Guizani (2009)

Foreign Ownership

Out of total numbers of share issued which the total of
shares held by foreigners. Which is based on measured
in line with Salehi, Mohamoud and Heydari (2012)

Indian Promotors groups /
managerial ownership

As the proportion of shares hold by Indian promotors,
managers and executive directors divided by total
number of shares issued by the companies. Which is
based on measured in line with Salehi, Mohamoud and

Heydari (2012).

H. Limitations in this research paper there are some limitations: the period of study
limited, in this study considered only one industry of India and based on secondary
source of data.

I. Result and discussions

(1) Expressive statistics Table3 is below reflects summery of variable used in the research
analysis to make general observations about data used through expressive statistics
measure dispersion and central tendency which are useful for it. In this study, report on
the pattern of data, the trends and helpful for comparisons between variables.

Table 3: Expressive Statistics data

Variables | Mean Standard Deviation Minima Maxima
ROE 26.45 22.132 -14.2 243.14
ROA 0.301 0.289 - 0.400 0.282
TQ 5.105 6.059 0.162 53.460
IPOWN 39.202 26.221 0.012 95.27
FOWN 12.081 23.001 0.01 73.50
INOWN 27.527 14.201 0.1 76.85

In this empirical analysis include data of 10 Indian listed automobile firms over a period of 7
years. Which shown the whole of companies’ essential information (Ownership Structure,
performance parameters and others specific information of firms) during the sampling period
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of this analysis from 2015 to 2022. In the expressive statistic show in Table-3 mean, standard
deviation, minima and maxima value of studying variables of selected firms.

In this table the mean value of Indian promoters’ ownership (IPOWN) is highest at 39.20%
while the foreign ownership holding is just 12.08%. the maximum ownership pattern for
IPOWM, FOWN, and INOWN are 95.27, 73.50 and 76.85% respectively its means [POWN
shareholding varies between 0.12 and 95.27. in considered to dependent variables out of that
ROE with mean, standard deviation, minima and maxima is highest while ROA is low. On the
basis of this table, we say that Indian promotors are having the highest average holding, the
dependent variable are wide variation in their value and Tobin’s Q indicate that market value
of assets are greater than their book value.

(2) Correlations The correlations between variables are presented in Table 4 below. The
correlation represents that institutional ownership has adverse impact on ROA and ROE,
while Indian promotors holding and foreign ownership significantly effect on both the
financial performance indicators variables. There is a high correlation between ownership
structure and firms value. The table show that all three independent variables have
significant positive correlation with each of dependent variables used in this study.

Table-4 Correlation among variables

Roa roe Ipown fown inown Infl
roa 1.
roe 0.146 1
Ipown -0.685 -0.076 1
Fown -0.411 -0.095 -0.0769 1
Inown -0.289 -0.168 -0.155 -0.040 1
infl 0.097 0.079 0.112 -0.062 -0.057 1

In order to avoid false variable correlations, unit-root tests were made functional to the panel
data. Fisher test was used because of the missing value in the variable set. The verified analysis
found that all panels comprise of unit-root and it failed to accept presentation that all variable
considered have an immobile trend. In this study, to analyze the relationship between
Ownership pattern and financial performance of automobiles industry of India, the influence
factors of financial performance, that is, Return on Assets, Return on Equity and Tobin’s Q as
a dependent variable were considered and Indian promotors shareholding, institutional
ownership and foreign ownership as independent variables correlation technique were used to
analyze the measure factors of performance.

CONCLUSIONS:

The study for the period 2015-2022 that include the covid period show that most of the
automobile car manufacturing companies which financial performance were affected by
ownership structure. In the performance parameter, Indian promoters and foreign ownership
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has a positives association with Return on Assets and Return on Equity (ROA and ROE) in
additional IPOWN is find that to be statistically important and certainly corelated to Tobin’s
Q. while institutional ownership has insignificant impact.

Automobile industry should undertake some initiatives to build their financial performance by
optimal ownership pattern, reducing price and giving some initiative offer during such type of
pandemic period and should take steps for better understanding as to how capital mix may
influence the financial performance of Indian automobile industry-

On the basis of analysis conclude that the study thereafter recommends that foreign and
promotors ownership should ongoing taking their knowledge, expertise, power and resources
to exercise whole management abuse of authority that can affect the financial performance of
Indian firms. For further research will be do in this area especially considering different and
more than industry and others types of ownership structure.
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