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Abstract 

Vital role of steel sector in India and task of strategic financial decisions are playing important 

function in the current scenario. This paper is an attempt to identify the dividend and earning 

patterns across the top 5 companies in India to find out the difference in practices. As companies are 

having different dividend policies to follow like stable, constant or irregular policies. Through this 

paper we will able to find out what kind policy company is following, whether its dividend are paid 

according to its earnings or not.     
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Introduction 

Increasing importance of financial planning decision making i.e. financing, investment, and 

dividend in a company has been widely discussed among recent research. The present study is 

focusing on issues related with earning and dividend pattern of various companies in steel 

industry in India. Steel industry has made a rapid progress on strong fundamentals over the 

recent years. The industry is getting all essential ingredients required for dynamic growth. The 

government is backing the industry through favorable industrial reforms, while the private sector 

is supporting it with investments worth billions of dollars. Even in the tough times of economic 

slowdown, the industry succeeded to sustain its positive growth momentum on the strong 

fundamentals of domestic demand from construction, automobile and infrastructure sectors. With 

an impressive track record, the country has become a reputed name in the world steel industry. 

Global steel giants from all over the world have shown interest in the industry because of its 

phenomenal performance. 

Dividend decisions is considered as one of the most important decisions that the managers make, 

as it affects the resources available at the firms’ disposal for further  growth and perhaps the 

wealth of the shareholders . The profits of the firm can be used for reinvestment within the firms 

by purchasing a new plant and machinery, investing in research and development, expanding 

inventories and the like. Effectiveness of such decisions has been affecting the growth and future 

interest of shareholders vis-à-vis market capitalization of the company. Dividends used as a 

signal by the investors as if dividend per share drop and investors take it as the company is not 

doing well financially. It could mean a drop in company’s market value as investors sell off 

share out of fear and vice versa. 

Objective of the study  

In view of importance of dividend decisions of a firm, the present study focused on the dividend 

and related ratios. Such divined rates, declared by the firms, depend on several factors like 

profitability levels, expansion plans, and shareholder retention etc.; leave basic strategic 

questions like - Do the companies belonging to the same industry declare similar rate of 
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dividend?, Do the dividends declared by the companies differ significantly from one company to 

other?, What type of policy is followed by the company as there are stable, constant and irregular 

policies exists? What are the behavior of other factors like dividend payout ratio and dividend 

yield across the companies? etc. 

To examine above sited questions the pattern of earnings and dividend along with related 

measures has been studied for the selected steel companies in India, to know the similarity 

between considered factors across the companies. 

Literature Review 

The dividends and dividend policy were the subject of many studies for many years e.g. Lintner 

(1956), Gordon (1959), Miller and Modigliani (1961), Mancinelli and Ozkan, (2006), Amidu and 

Abor (2006), Zhou and Ruland (2006) etc. Some studies, for example Lintner (1956), Baker et. 

al. (1985), Pruitt and Gitman (1991), Benartzi et al.(1997), Baker and Powell (2000), 

investigated the possible effect of past dividends on future earnings and/or dividends. Some other 

researchers focused on the effect of investment decisions of firms (Fama 1974), industry 

classification (Baker 1988), capital adequacy (Dickens et al. 2002), and the ownership structure 

of companies (Mancinelli and Ozkan, 2006) on dividend policy. 

Al-Ajmi et. al.(2011), suggested that current dividends are affected by their pasts and their future 

prospects. To a lesser extent dividends were associated with net earnings. Payout ratios (POR) 

were not found to have a strong effect on the company's future earnings growth, but had some 

significant negative correlation with the company's leverage. Since dividends have an effect on 

stock prices and company's future growth. Firms pay out a lower proportion of their cash flows 

compared to the proportion of dividends of reported earnings. Firms have more flexible dividend 

policies since they are willing to cut or skip dividends when profit declines and pay no dividends 

when losses are reported. Lagged dividend payments, profitability, cash flows, and life cycle are 

determinants of dividend payments.  

Lintner (1956) hypothesizes that earnings can be used as one primary indicator of a firm's 

capacity to pay dividends. Since dividends are usually paid from annual profits, profitable firms 

will logically pay more dividends. In order to examine whether the profitability of a firm 

http://search.proquest.com/business/indexinglinkhandler/sng/author/Al-Ajmi,+Jasim/$N?accountid=39945
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influences its dividend policy, earnings per share (EPS) are used as a proxy for profitability. A 

positive relationship between dividends and profitability is expected. 

Brittian (1966) argues that cash flow is more important than net earnings in determining a firm's 

ability to pay dividends. Cash flow is considered the relevant measure of a company's disposable 

income. In order to test the effect of cash flow on a firm's dividend policy, a new variable, 

operating cash flow per share (CFPS), is used as a proxy. 

Selection of Companies     

Top five steel companies in India in terms of production have been selected and they are 

covering more than 60% of market share in steel industry in 2011 i.e. 1. Jindal Steel and Power 

(JS), 2. Tata Steel (TS), 3. SAIL (SA), 4. Kalyani Steel (KS), and 5. Bhushan Steel (BS). 

Selection of Variables 

Followings are the variables which are selected for the fulfillment of desired objectives - 

1. Earnings per Share (EPS) is the total earning divided by the number of shares in issue. It 

shows how much of the company’s profit, after tax, each shareholders owns.  

2. Dividend per share (DPS) is the total dividends paid out over an entire year divided by 

the number of outstanding ordinary shares issued. Dividends are a form of profits 

distribution to the shareholders. 

3. Dividend Payout Ratio (DPR) shows the percentage of earnings paid to shareholders in 

dividends and calculated by dividing yearly dividend per share by earning per share. 

4. Dividend Yield (DY) shows that how much a company pays out in dividends each year 

relative to its share price. By investing in companies with stable and higher dividends 

yields, investors can secure a relatively stable cash flow. 

Methodology and Data Analysis 

To fulfill the discussed objectives of the study completely randomized design (one – way 

ANOVA) technique has been employed to test a significance of mean difference between 

selected companies with the help of variability to test following null hypothesis – 
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H0: μ1 = μ2 = μ3 …… μk 

Where, μk represents population or treatment mean of k
th

 company. Null hypothesis indicating 

that all sample are drawn from the same population, in other words all means are equal againt 

alternate hypothesis that at least one mean is different. 

In case of rejection of null hypothesis, to find out the company having significantly different 

mean value compare to other two sample independent sample t-test has been employed, under 

the following null hypothesis – 

H0: μ1 = μ2 

The present study is having Time frame for all chosen variables is 2004 to 2011, the given blow 

table represents the statistical summary of each companies and variables along with as a whole 

of all the chosen companies. 

 

Table – 1. Statistical Summary 

Companies Variables Mean Variance CV 

Jindal Steel EPS 12.49 38.77 49.87 

DPS  3.12 2.14 46.83 

DPR 0.32 0.04 58.97 

DY 13.38 280.04 125.03 

Tata Steel EPS 62.80 47.71 11.00 

DPS  13.36 8.23 21.47 

DPR 0.21 0.00 19.55 

DY 3.37 4.63 63.87 

SAIL EPS 14.66 8.56 19.96 

DPS  2.91 0.36 20.53 

DPR 0.20 0.00 5.59 

DY 2.54 1.74 51.96 

Kalyani Steel EPS 13.74 61.41 57.02 

DPS  2.32 2.14 63.01 

DPR 0.15 0.01 50.53 

DY 1.20 0.64 66.66 

Bhushan Steel EPS 22.41 236.37 68.59 

DPS  2.21 0.57 34.14 

DPR 0.16 0.02 75.07 
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DY 3.02 6.43 83.99 

Total EPS 25.22 445.18 83.66 

DPS  4.79 21.40 96.66 

DPR 0.21 0.01 57.36 

DY 4.70 71.75 180.12 

Table 1 shows the results indicates EPS mean value of TATA Steel is  Rs. 62.80  which is 

highest across the five steel companies and followed by Bhushan Steel of Rs. 22.41 , then SAIL 

with Rs. 14.66, Kalyani steel with Rs. 13.74 and least paid by Jindal Steel of Rs. 12.49. Highest 

mean value of DPS is paid by TATA steel of Rs. 13.36 which is followed by Jindal Steel with 

Rs. 3.12 and then SAIL with Rs. 2.91, Kalyani Steel with Rs. 2.32 and least Dividend paid by 

Bhushan Steel with Rs. 2.21.  The highest variability shown by Bhushan Steel which is 236.37 in 

earning per share whereas least variance is shown by SAIL with 8.56.  In dividend payment 

highest variance is shown by Tata Steel with 8.56 whereas SAIL shows least variance of 0.36. 

 

 

Table – 2. One-way Analysis of Variance 

Variables Measures Sum of Squares df Mean Square F Sig. 

EPS 

Between Groups 12779.125 4 3194.781 40.664 0.000 

Within Groups 2356.951 30 78.565 

  Total 15136.076 34 

   

DPS 

Between Groups 646.985 4 161.746 60.209 0.000 

Within Groups 80.593 30 2.686 

  Total 727.578 34 

   

DPR 

Between Groups 0.136 4 0.034 2.873 0.040 

Within Groups 0.354 30 0.012 

  Total 0.490 34 

   

DY 

Between Groups 678.456 4 169.614 2.890 0.039 

Within Groups 1760.900 30 58.697 

  Total 2439.356 34 

   
Result of table 2 indicates that F value for EPS is 40.664 is having its p value o.ooo supporting 

the evidences of the rejection of null hypothesis i.e. at least one mean value across the chosen 

company’s mean is significantly   different from other. Similar results evident for the DPS , DPR 
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and DY. While exact level of significance (p value) differs from case to case but in general for 

the desired level of alpha which is 0.05 (95% level of significance) is providing the evidence for 

the rejection of null hypothesis for all chosen variables. 

Table – 3. Independent Sample t-test – Earning per Share (EPS) 

Company JS TS S KS BS 

JS - 
-14.314 

(0.000) 

-0.835 

(0.426) 

-0.332 

(0.746) 

-1.584 

(0.152) 

TS 
 

- 
16.980 

(0.000) 

12.425 

(0.000) 

6.340 

(0.000) 

S 
  

- 
0.289 

(0.780) 

-1.311 

(0.235) 

KS 
   

- 
-1.330 

(0.217) 

BS 
    

- 

It is evident that the mean value of Tata steel is higher across all the companies. It is further 

evident by the ANOVA ; for the sake of identifying particular independent  t test indicating that 

out of 5 companies only Tata steel is having significantly different mean value of EPS which is 

reflected by the table 3 since all the p value are lesser than desired level of alpha. The mean 

value of Tata steel is significantly different from SAIL, Kalyani Steel and Bhushan Steel as the 

TATA steel has mean value of EPS of Rs.  62.80 and SAIL, Kalyani Steel and Bhushan Steel has 

Rs. 14.66, Rs. 13.74 and 22.41 respectively. 

Table – 4. Independent Sample t-test – Dividend per Share (DPS) 

Company JS TS S KS BS 

JS - 
1.506 

(0.179) 

1.729 

(0.134) 

1.024 

(0.326) 

1.458 

(0.179) 

TS 
 

- 
9.430 

(0.000) 

9.069 

(0.000) 

9.939 

(0.000) 

S 
  

- 
0.992 

(0.350) 

1.921 

(0.080) 

KS 
   

- 
0.172 

(0.867) 

BS 
    

- 
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The mean value of DPS of TATA Steel is Rs. 13.36 which is significantly different from SAIL, 

Kalyani steel and Bhushan Steel as the mean value is Rs. 2.91, Rs.2.32 and Rs. 2.21 respectively. 

It is evident that the DPS mean value of Tata Steel is higher across all the companies. T test 

indicating that out of 5 companies only TATA steel is having significantly different mean value 

of DPS which is reflected by table 4 since all the p value are lesser than desired level of alpha . 

Table – 5. Independent Sample t-test – Dividend Payout Ratio (DPR) 

Company JS TS S KS BS 

JS - 
-8.413 

(0.000) 

0.347 

(0.738) 

2.303 

(0.051) 

1.862 

(0.092) 

TS 
 

- 
0.846 

(0.426) 

2.092 

(0.064) 

0.990 

(0.354) 

S 
  

- 
1.887 

(0.106) 

0.746 

(0.483) 

KS 
   

- 
-0.337 

(0.743) 

BS 
    

- 

The mean value of DPR of Jindal Steel is significantly different from TATA steel and Kalyani 

Steel  i.e. Jindal has 0.32 DPR whereas TATA Steel and Kalyani Steel 0.21 and 0.15 which 

indicating that dividend paid by the Jindal steel is higher compare to TATA steel Kalyani steel if 

it is compare as a DPR. 

Table – 6. Independent Sample t-test – Dividend Yield (DY) 

Company JS TS S KS BS 

JS - 
1.571 

(0.166) 

1.709 

(0.138) 

1.924 

(0.102) 

1.620 

(0.154) 

TS 
 

- 
0.869 

(0.406) 

2.497 

(0.038) 

0.278 

(0.786) 

S 
  

- 
2.294 

(0.045) 

-0.443 

(0.668) 

KS 
   

- 
-1.808 

(0.112) 

BS 
    

- 
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The mean value of Dividend yield of Tata Steel and SAIL is significantly different from Kalyani 

Steel as  the value of TATA steel is 3.37 and SAIL is 2.54 whereas  Kalyani Steel is 1.20. 

Conclusion  

Tata steel , SAIL and kalyani  steel have followed a constant dividend per share policy as their 

dividend per share depends on its earnings whereas Jindal steel and  Bhushan steel follows only 

stable dividend policy which means that it does not follow its earnings. It can be said that 

companies belonging to steel industry have declared dividend does not follow a similar pattern in 

giving dividends to shareholders in relation to the earnings. Strategy adopted by TATA Steel and 

Kalyani Steel are sound to look different in terms of EPS and DPR respectively.  
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