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Abstract 
Several studies have shown that many factors are contributing increase or decrease in dividend distribution 
decisions. Dividend is the cost to the equity capital contributed by large shareholders. Large scale companies 
are not started with a single person, it is the contribution of several investors with a view to earn profit and 
divide the same as per their share of capital contributed. While deciding what amounts to pay as dividend is 
always motivated by variety of factors. Dividends represent a distribution of the book surplus, accompanied by 
a distribution of assets, or by a change in the form of equities, or an increase in the liabilities of the 
corporation. Annual dividend and dividend policies are determined by the top management. But they have to 
take into consideration a number of factors in determining their dividend policies and variations therein.  The 
dividend policy of a firm determines what proportion of earnings is paid to shareholders by way of dividends 
and what proportion is ploughed back in the firm for reinvestment purposes. An important aspect of the 
dividend policy of any company is the division of net earnings after tax into dividend to be paid to shareholders 
on the one hand and maintaining retained earnings on the other hand. It is a crucial policy decision; it 
influences growth of the company through retained earnings as well as the market value of its equity shares. 
Dividend payment directly enhances the wealth of shareholders whereas retained earnings maximize the wealth 
of company. The entire wealth of company is belongs to shareholders, but the shareholders are highly 
anticipating dividend rather than wealth maximization. Therefore, a study on determinants of dividend policy 
will be a relevant decision in view of this phenomenon. 

Introduction  
In the real world disregarding the assumptions made by Modigliani and Miller (1961) various 
academics have argued that dividends have an impact on the company’s value one of the 
major role was presented by Lintner (1956)1 and argued that dividends are determined by a 
target payout level which depends on the company’s long term earnings. Thecompany’s 
dividend payouts are of major importance both to shareholders and managers since it 
contributes to a higher value and shareholders would be willing to pay a higher price for 
stocks that pay dividends. If dividends affect the value of the company, it is of importance 
that the company’s stakeholders are aware of the factors that affect the dividend payouts.  
Numerous studies have been conducted in order to determine the company factors that 
influence the dividend payouts. According to Jensen (1986)2, the free cash flow is a major 
determinant of the dividend payouts and argued that free cash flow is far from being the only 
factor that may affect the company’s dividend payouts. Miller and Rock (1985)pointed that 
dividends provide a signal to investors that the company’s profitability will increase in the 
future and subsequently, increase the company’s growth. A lot of research in various 
countries has also been conducted in order to describe the relationship between a number of 
factors and the company’s dividend payouts to shareholders. Even though the results indicate 
that there are some differences exists between countries, firms’ riskiness and such internal 
factors. 
Statement of Problem 

The dividend payout policy is one of the most deliberated topics within corporate 
finance and many academics have been trying to find the missing pieces in the dividend 
puzzle for more than a half century(Baker,  2009 p.30). Dividend policy is not a new 
phenomenon, payouts to shareholders have been a standard procedure for most companies in 
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hundreds of years.  However, some of the most successful companies during the last years, 
have chosen not to pay dividends. This indicates that it is possible to be successful without 
paying dividends, so why do firms pay dividends at all? This question has been extensively 
debated and one of the most powerful arguments towards the impact of dividends was 
presented by Modigliani and Miller (1961)3. They stated that under perfect capital markets 
without any taxes, transaction costs and other market imperfections, the company value is 
independent of the dividend policy. Insteadthe firm value is solely depended of the earning 
power of the company’s assets and its investment policy and not by how its profits are 
distributed to shareholders (Modigliani & Miller, p.414).  
An attempt has been made to found the determinant of dividend policy in Information 
Technology Companies in Indian Context. Information Technology (IT) industry has played 
a major role in the Indian economy during the last few years. Over the past decade, IT has 
become one of the fastest growing industries in India. It has grown at a CAGR of 28% during 
last decades. IT sector has been chosen for study because it is a sunshine sector of India. It 
currently accounts for almost 4.8% of India's GDP. It will account for 7.5% of India's GDP 
by 20l5.The dividend payment pattern of IT companies have changed leaps and bounds over 
past few years.  For these consideration taken into account, the relationship between the 
company’s selected factors and the dividend payouts has been somewhat different but we do 
not know the determinants of the Indian IT companies’ dividendpayouts. To our knowledge, 
few studies regarding determinants of dividend payouts have been conducted in Indian 
context and they are not up to date. Thus, it would be interesting to investigate the issue to 
conduct a research regarding the relationship between a number of factors and the dividend 
payouts on the IT sector.  
Objectives of the study 
1. To establish the association between dividend payout and return on equity ratio of firm 

discriminant analysis among selected IT companies in India.   
2. To summarize the findings and to give conclusion and necessary suggestions. 
Methodology 
The methodological assumptions and the research philosophy are of major importance when 
conducting a research since it shows from which point of view the researchers see knowledge 
and how the knowledge is obtained. It also reveals the researchers perceptions of the world 
and the assumptions taken in the research process (Bryman& Bell, 2007 p.16). The 
assumptions taken in the research process are important since it provides guidelines and 
shapes the research strategy and research approach (Saunders et.al, 2009). Therefore it is 
important to reveal our assumptions and view towards knowledge in order to give the reader 
a better understanding of the research. To conduct the research we are going to collect 
historical data for each of the companies and use statistical programs in order to determine 
the impact of the different company selected factors on the dividends payout ratio. Therefore 
it is obvious that we are going to follow the positivistic approach in our research process. 
Review of literatures 
Azeez and Latifat (2013)1 used OLS to investigate the relationship between dividend 
policies and firm performance among oil companies. Oil companies were selected 
purposively and secondary was retrieved from annual financial statements for the period 
covering 1999 to 2013. Results of the study showed a positive significant between dividend 
policy and firm performance. From the findings it was concluded that dividend policy is a 
critical factor on firm performance. The choice of OLS was not appropriate since the data 
was panel thus both time and cross sectional ought to have been considered.  
Salehnezhad (2013)2 used fuzzy regression analysis to study the relationship between firm 
performance and dividend policy among listed firms in Iran. Results of the study found that 
there is a positive and significant relationship between dividend policy and firm performance. 
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In contrast there was a negative but significant between economic value added and firm 
performance. Similarly, there was a significant positive effect for controlling the firm size in 
relation to the dividend policy.  
Uwuigbe Olubukunola Ranti (2013)3 investigated the determinants of dividends policy of 
50 listed firms in the Nigerian stock exchange market were selected and analyzed for the 
study using the judgmental sampling technique. Also, the corporate annual reports for the 
period 2006-2011 were used for the study. The paper was basically modelled to examine the 
effects of financial performance of firms, firm size, financial leverage and board 
independence on the dividend payout decisions of listed firms operating in the Nigerian stock 
exchange market using the regression analysis method. The study in its findings observed that 
there is a significant positive relationship between firms’ financial performance, size of firms 
and board independence on the dividend payouts decisions of listed firms in Nigeria. 
VarunDawar (2013)4 his study empirically determines the extent to which market prices are 
supported by corporate financial variables (dividend payout, debt levels and investment 
expenditure) for a set of Indian listed companies (CNX 100) over a 10 year period which 
represents approximately 80 per cent of the total market capitalisation of Indian equity 
market making it a reliable proxy of Indian market.  The study uses panel data regression 
methodology to conduct the analysis as it takes into effect systematic differences between the 
firms as compared to OLS regression methodology which assumes that model parameters 
remain constant across all firms. The results of the study suggest that earnings distributed as 
dividends have a greater impact on firm value than do earnings retained within the firm 
confirming the signalling effect of dividend policy. The study also finds that total debt 
(financing decision) is a signal of value for the Indian dataset examined. The study, however, 
fails to provide any support for investment (capital) expenditure decisions in explaining 
market prices in case of Indian dataset examined. The study further segments the dataset on 
the basis of average ROE (return on equity) to determine the segments of the sample for 
which the dividend signalling is stronger. The results reveal that in case of companies 
exhibiting extreme return on equity (due to significant transitory component in earnings), the 
value impact of dividends and/or book value is greater than that of retained earnings. To 
conclude, the dividends are found to be more influential than retained earnings in case of 
extreme (low and high) ROE companies as compared to that in medium or normal ROE 
companies. 
Nendi Juhandi and Made Sudarma, et al., (2013)5examined the effects of internal factors 
and stock ownership structure on dividend policy and their impacts on company’s value and 
examine the influence of dividend policy on company’s value. Internal factors cover free cash 
flow, company size, debt, asset growth, return on equity and financial risk while stock 
ownership structure cover managerial and institutional stock ownership. The study involved 
all of the manufacturing companies listed on the Indonesia Stock Exchange (IDX). There are 
164 companies, 55 of which were selected using saturation sampling. The sampling was 
conducted during the six-year observation periods from 2005 to 2010 totaling 330 
observations. The data were analyzed by applying Smart PLS (Partial Least Square). The 
results showed that: (1) free cash flow and company size have no effect on dividend policy 
but on company’s value, meaning that free cash flow and company size do not determine 
dividend policy but company’s value; (2) Return on Equity has no effect on company’s value 
but on dividend policy, meaning that profitability determines dividend payment; (3) Debt, 
asset growth and financial risk affect dividend policy and company’s value; (4) Managerial 
ownership has no effect on dividend policy but on company’s value, while institutional 
ownership positively and significantly affects dividend payment and company’s value. This 
indicates that corporate management is a representation of company’s ownership as a 
company’s control. (5) Dividend policy positively affects company’s value significantly. This 
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result confirmed previous finding concluding that dividend payment has impact on 
company’s value. 
Indri Erkaningrum (2013)5 investigated the influencing factors of insider ownership, 
dividend policy, debt policy, investment decision, business risk, and the interaction among 
insider ownership, dividend policy, debt policy, investment decision, and business risk. The 
samples of the research are 137 manufacturing companies listed in the Indonesia Stock 
Exchange from the year 2006 to 2010. The three stages least square simultaneous equation 
model is used to analyze the interaction among insider ownership, dividend policy, debt 
policy, investment decision, and business risk. The analysis result of insider ownership 
equation shows that investment, business risk, and size have negative influence on insider 
ownership. Insider ownership, debt and business risk give negative impact to dividend that is 
shown on equation of dividend. Negative impact of dividend, business risk and profitability 
to debt shown on equation of debt. The analysis result of investment equation shows that 
insider ownership and business risk have negative influence on investment, whereas 
profitability and sales growth have positive influence on investment. The analysis result of 
business risk equation shows that insider ownership, dividend, investment, and size have 
negative influence on business risk, whereas variability of earnings has positive influence on 
business risk. The analysis result of the interaction among insider ownership, dividend policy, 
debt policy, investment decision, and business risk shows that: 1) there are reciprocal 
interactions among insider ownership, investment, and business risk; 2) there are reciprocal 
interactions between dividend and debt; 3) there are reciprocal interactions between dividend 
and business risk; 4) insider ownership influences dividend; 5) business risk influences debt. 
The empirical evidence of interaction among insider ownership, dividend policy, debt policy, 
investment decision, and business risk helps the companies to make financial policy 
minimize agency problem. 
Muftau Adeniyi Ijaiya etl.,(2013)6 examined the  relationship between dividend policies and 
financial performance of selected listed firms in  Nigeria.  Data were sourced through 
secondary means from the annual reports of the sampled quoted firms and was analyzed 
using panel data regression model. Two models were developed in an attempt to provide a 
theoretical explanation on the birds – in - hand dividend relevance theory and the Modigliani 
and Miller’s (MM) dividend irrelevance theory. The result from the findings shows an 
insignificant relationship between dividend payout ratio and financial performance of the 
selected quoted firms in Nigeria from the first model, while the result from the second model 
shows a significant but inverse relationship between dividend payout ratio and earnings per 
share, implying that companies retained earnings as a means of increasing their earnings per 
share. Based on the findings, the study recommends that firms should maintain a reduced but 
stable dividend payout in order to increase internal finance, market valuation and in the long 
run maximizes the shareholder wealth. 
Velnampy, Nimalthasan and Kalaiarasi (2014)7 applied regression and correlation analysis 
to examine the relationship between dividend policies and firm performance among 
manufacturing companies listed in Colombo securities exchange in 2008-2012. The study 
found that both dividend payout ratio and earnings per share have positive but insignificant 
relationship with firm performance. The choice of OLS was not appropriate since the data 
had both time series and cross sectional effects thus the most appropriate model would have 
been pooled, random or fixed effects regression model upon applying Hausman test to test 
the most appropriate model.   
Christopher Maladjian and Rim El Khoury (2014)8“Determinants of the Dividend Policy: 
An Empirical Study on the Lebanese Listed Banks” This research aims at investigating the 
factors determining the dividend payout policy in the Lebanese banks listed on the Beirut 
Stock Exchange. This study considers the impact of seven variables, namely, profitability, 
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liquidity, leverage, firm size, growth, firm risk and previous year’s dividend payout on the 
dividend payout ratios by using an unbalanced panel dataset of listed banks between the years 
of 2005 and 2011. Two models were tested using the OLS and the dynamic panel regressions. 
Empirical results show that the dividend payout policies are positively affected by the firm 
size, risk and previous year’s dividends, but are negatively affected by the opportunity 
growth and profitability. The results obtained might indicate that firms pay dividends with the 
intention of reducing the agency conflicts. Furthermore, managers take into consideration the 
stability of dividends while determining the dividend policy. Moreover, the results suggest 
that the Lebanese listed firms prefer to invest their earnings to grow rather than to pay more 
dividends. 
Boamah Kofi Baah, Richard Tawiah(2014)9 conducted to examine the industry sector 
determinants of dividend policy and its effect on share prices of companies listed on the 
Ghana Stock Exchange for the period 2006-2011. The model used in this study is the 
ordinary least square (OLS) regression model as it is a suitable tool used in getting findings. 
The Study uses factors such as Price Volatility, Profit After-Tax, Earning per Share, Size, and 
Growth in Assets, Return on Equity, and Liquidity as explanatory variables and the Dividend 
Payout as the dependent variable. The study reveals that the main determinants of dividend 
policies of companies listed on the GSE are return on equity, profit after tax and size of the 
company. There are however different factors that influence the dividend payout across the 
various sectors. Profit After- Tax happens to be a key variable that is considered by most 
sectors in paying their dividend. Thus Profitability is a key determinant of dividend policy of 
companies across the various sectors on the GSE. 
Paviththira (2015)10 “evaluated the dividend policy on corporate profitability in the 
beverage food and tobacco companies listed on Colombo Stock Exchange in Sri Lanka”, for 
the period of 2010-2014. Returns on equity and return on assets were used as the 
determinants of corporate profitability whereas dividend payout ratio and dividend per share 
were used as the measures of dividend policy. Descriptive statistics, correlation and 
regression were used to analyze the study. However, the analysis proved insignificant 
relationship between dividend payout and corporate profitability. Also, dividend per share 
has significantly correlated with ROE and ROA which is significant at 1 percent level of 
significance. Outcomes of the study will be useful to beverage food and tobacco companies’ 
decision regarding dividend policy and to the academics, practitioners, policy makers and 
investors to create suitable policy formulations for the companies. 
Ibrahim Elsiddig Ahmed (2015)11to investigated the impact of liquidity and profitability on 
the dividend policy in the UAE banking sector, and to examine any kind of variations 
between Islamic and conventional banks prior and subsequent to the financial crisis. The 
study analyzes the data of 18 out of the 24 UAE national banks over the period 2005- 2012. 
The dividend payout ratio is analyzed in relation to six liquidity and profitability ratios. The 
correlation analysis and regression analysis are conducted to analyze the data .The main 
finding is that the dividend payout ratio has a significant and positive correlation with 
liquidity but negative and insignificant correlation with profitability.  There is a significant 
variation of the variables in Islamic banks but not significant ant with the period. 
Results And Discussion Of Discriminant Analysis 
Assessment of liquidity position – A Bivariate Discriminant analysis 
 The application of discriminant analysis to two category (dichotomous) classification 
problems in empirical financial research has substantially increased in the recent years1. A 
number of studies2 have shown the usefulness of discriminant analysis while determining the 
financial information the rating agencies employ to rate. One should evaluate liquidity on the 
basis of dividend payout ratio and return on equity but this is not always possible. It is 
difficult particularly when some IT companies have high dividend payout ratio but low return 
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on equity ratio and other IT companies have low dividend payout ratio but high return on 
equity ratio. In such cases, it is difficult to state which of these IT companies good risks are. 
The risks refer to good and poor risks indicating good and poor liquidity position respectively. 
The need for the use of the discriminant analysis is felt in this study due to the fact that it 
takes into account the effect of both of the ratios in order to distinguish good risks from the 
poor ones. In this study, the following two variables as reliable indicators of liquidity 
behaviour have been considered for the selected IT companies. 

X1 = Dividend Payout Ratio (DPOR)  
X2 = Return on Equity Ratio (ROER) 

 The object is to determine weights for X1 and X2 that is the values of ‘a’ and ‘b’ in the 
equation 

Z = aX1 + bX2 
where, Z is the discriminant index. 

 
Grouping of the selected IT companies  
 First of all, the selected IT companies have been classified into two groups. The IT 
companies which have dividend payout ratio and return on equity ratios of five or more 
respectively have been classified as good risk and the remaining IT companies as poor risk. 
As per this rule, the selected IT companies falling in the good and poor risks groups are 
presented in Table 1. On the basis of dividend payout ratio and return on equity ratios, the IT 
companies which have been classified as ‘poor’ risks in no one selected IT companies in the 
year 2005-06, 2006-07, 2007-08 and 2008-09 remaining selected years have thus appeared to 
be ALD in 2009-10, ALD and GEO in 2010-11, GINTEL and CYB in 2011-12,  ZS, ALD, 
3iINF, MINT and CYB in 2012-13, INFS, ALD, 3iINF, SCT, PAU, GINTEL and ACC in 
2013-14, INFS, HG, SCT and PAU in 2014-15 these IT companies had been appeared in 
‘poor’ risk. 
Estimation of the discriminant co-efficient and discriminant score   
  After classifying the selected IT companies into the good and poor risk classes, the 
values ‘a’ and ‘b’ in the discriminant functions are estimated. The discriminant functions of 
the selected years are presented in Table 2 where the co-efficient for ‘a’ and ‘b’ indicate 
values for dividend payout ratio and return on equity ratios respectively. It is evident from the 
table 2 that dividend payout ratio appeared to be stronger than return on equity from 2005-06 
to 2014-15, except in the years 2009-10, 2010-11, 2011-12, 2012-13, 2013-14 and 2014-15.  
Estimating the cut off values  
 With the help of the discriminant score given in Table 3, the cut off value was 
calculated as follows. 

                        n1Z1 + n2Z2 
Cut of Value = --------------------- 

                          n1 + n2 
 

where n1 and n2 are the size of samples and Z1 and Z2 are mean of the discriminant 
score of Group A and  Group  B  respectively.  The cut-off values have also been presented in 
Table 3. Actual Z scores of the individual IT companies were then compared with the 
discriminating Z scores. If the Z scores were found to be more than the discriminating Z 
scores, it can said that such IT companies have good liquidity position. 
 The good risk IT companies as indicated by Z values are TANS, OFS, TECHM, 
ALD, APT, SCT, PAU, COMP and BLS in 2005-06; TANS, MIND, OFS, TECM, INFOS, 
ALD, APT, TS, SUBX, SCT, PAU and ACC in 2006-07; ZS, TANS, MIND, INFC, OFS, 
TECM, INFOS, ALD and BLS in 2007-08; ZS, TANS, MIND, RATG, OFS, TS, PT, COMP, 
GEO, GINTEL and ACC in 2008-09; NIIT, TANS, MIND, OFS, FINT, PT, MINT, COMP 
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and BLS in 2009-10; TANS, MIND, RATG, OFS, INFOS, APT, SCT, PT and ACC in 2010-
11; TANS, MIND, RATG, OFS, INFS, SCT, PT and BLS in 2011-12; TANS, MIND, 
RATG, OFS, FINT, INFS, APT, TS, PT and ACC in 2012-13; NIIT, TANS, MIND, RATG, 
OFS, FINT, INFS, APT and BLS in 2013-14; TANS, MIND, OFS, INFS, GEO, GINTEL, 
CYB and ACC in 2014-15; The rest of the IT companies are the poor risks in remaining the 
years. 
Conclusion  
 The number of good and poor risk IT companies as per the criteria of dividend payout 
ratio and return on equity ratios and as per the discriminant score are presented in Table 4. It 
is clear from the table that the misclassification occurs in all the selected years. It means that 
there is difference between the criteria of dividend payout ratio and return on equity ratios 
and the criteria of discriminant score in all the selected years. Misclassification of IT 
companies is noticed for the years. Generally, the IT companies with lower dividend payout 
ratio and return on equity ratios in the good risk group and the IT companies with higher 
dividend payout ratio and return on equity ratios in the poor risk group have been 
misclassified under the criteria of discriminant score. It is to be noticed that the number of 
good risk IT companies as per the criteria of discriminant score is more than the number of 
good risk IT companies as per the criteria of dividend payout ratio and return on equity ratios. 
It is also inferred that the poor risk IT companies under the criteria of dividend payout ratio 
and return on equity ratios appeared to be good risk under the criteria of discriminant score. 
Such IT companies are TANS, OFS, TECHM, ALD, APT, SCT, PAU, COMP and BLS in 
2005-06; TANS, MIND, OFS, TECM, INFOS, ALD, APT, TS, SUBX, SCT, PAU and ACC 
in 2006-07; ZS, TANS, MIND, INFC, OFS, TECM, INFOS, ALD and BLS in 2007-08; ZS, 
TANS, MIND, RATG, OFS, TS, PT, COMP, GEO, GINTEL and ACC in 2008-09; NIIT, 
TANS, MIND, OFS, FINT, PT, MINT, COMP and BLS in 2009-10; TANS, MIND, RATG, 
OFS, INFOS, APT, SCT, PT and ACC in 2010-11; TANS, MIND, RATG, OFS, INFS, SCT, 
PT and BLS in 2011-12; TANS, MIND, RATG, OFS, FINT, INFS, APT, TS, PT and ACC in 
2012-13; NIIT, TANS, MIND, RATG, OFS, FINT, INFS, APT and BLS in 2013-14; TANS, 
MIND, OFS, INFS, GEO, GINTEL, CYB and ACC in 2014-15. 
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Table 1 

Good and Poor Risk IT companies in Terms of Dividend Payout Ratio and Return on Equity 
(Good Risk Consists of Those IT companies Where Maximum DPOR > 1 and ROER > 

1) 

Year 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 

G
ro

u
p

 A
 

NIIT NIIT NIIT NIIT NIIT NIIT NIIT NIIT NIIT NIIT 

ZS ZS ZS ZS ZS ZS ZS TANS ZS ZS 

TANS TANS TANS TANS TANS TANS TANS MIND TANS TANS 

MIND MIND MIND MIND MIND MIND MIND INFC MIND MIND 

INFC INFC INFC INFC INFC INFC INFC RATG INFC INFC 

RATG RATG RATG RATG RATG RATG RATG OFS RATG RATG 

OFS OFS OFS OFS OFS OFS OFS TECHM OFS OFS 

TECHM TECHM TECHM TECHM TECHM TECHM TECHM INFOS TECHM TECHM 

INFOS INFOS INFOS INFOS INFOS INFOS INFOS HG INFOS INFOS 

HG HG HG HG HG HG HG FINT HG FINT 

FINT FINT FINT FINT FINT FINT FINT INFS FINT ALD 

ALD ALD ALD ALD 3iINF 3iINF ALD APT APT 3iINF 

3iINF 3iINF 3iINF 3iINF INFS INFS 3iINF TS TS APT 

INFS INFS INFS INFS APT APT INFS SUBX SUBX TS 

APT APT APT APT TS TS APT SCT PT SUBX 

TS TS TS TS SUBX SUBX TS PAU MINT PT 

SUBX SUBX SUBX SUBX SCT SCT SUBX PT COMP MINT 

SCT SCT SCT SCT PAU PAU SCT COMP GEO COMP 

PAU PAU PAU PAU PT PT PAU GEO CYB GEO 

PT PT PT PT MINT MINT PT GINTEL BLS GINTEL 

MINT MINT MINT MINT COMP COMP MINT BLS 
 

CYB 

COMP COMP COMP COMP GEO GINTEL COMP ACC 
 

BLS 

GEO GEO GEO GEO GINTEL CYB GEO 
  

ACC 

GINTEL GINTEL GINTEL GINTEL CYB BLS BLS 
   

CYB CYB CYB CYB BLS ACC ACC 
   

BLS BLS BLS BLS ACC 
     

ACC ACC ACC ACC 
      

n1 = 27 n1 = 27 n1 = 27 n1 = 27 n1 = 26 n1 = 25 n1 = 25 n1 = 22 n1 = 20 n1 = 23 

G
ro

u
p

 B
 

    
ALD ALD GINTEL ZS INFS INFS 

     
GEO CYB ALD ALD HG 

       
3iINF 3iINF SCT 

       
MINT SCT PAU 

       
CYB PAU 

 

        
GINTEL 

 

        
ACC 
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n2 = 0 n2 = 0 n2 = 0 n1 = 0 n2 = 1 n2 = 2 n2 = 2 n2 = 5 n2 = 7 n2 = 4 

Sources: Computed 
 
 
 

Table 2 
Discriminant Functions for the Period 2005-06 to 2014-15  

Year Function  Remarks 

2005-06 Z = 2.828a + 0.923b a > b  

2006-07 Z = 4.898a + 0.679b a > b 

2007-08 Z = 1.056a + 1.043b a > b 

2008-09 Z = 1.935a + 1.923b a > b 

2009-10 Z = 0.870a + 1.091b b < a 

2010-11 Z = 0.695a + 1.096b b < a 

2011-12 Z = 0.764a + 1.119b b < a 

2012-13 Z = 0.424a - 1.142b b < a 

2013-14 Z = 0.729a - 1.108b b < a 

2014-15 Z = 0.366a - 1.115b b < a 

Note: The expression a > b is to be read “a is stronger than b”. 
Sources: Computed 
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Table 3 
Discriminant Z scores 

IT 
companies 

/ Years 
05-06 06-07 07-08 08-09 09-10 10-11 11-12 12-13 13-14 14-15 

NIIT 08.52 06.82 07.55 07.30 07.70 06.41 06.53 07.63 08.52 09.40 

ZS 10.01 07.74 12.37 09.72 07.05 04.51 05.76 04.29 04.54 07.94 

TANS 12.54 10.73 12.70 14.00 14.34 15.53 19.76 20.64 19.95 21.50 

MIND 10.08 09.80 11.56 10.72 09.26 12.26 10.93 12.37 16.41 15.28 

INFC 08.79 06.91 09.29 05.33 06.45 05.54 04.57 04.78 05.85 10.40 

RATG 09.96 07.69 07.36 09.11 07.52 08.45 09.18 08.89 10.21 10.19 

OFS 17.41 13.80 14.17 16.58 14.81 15.40 17.89 18.18 21.38 23.11 

TECHM 12.40 12.21 09.89 07.52 07.34 06.63 06.44 05.63 06.47 09.96 

INFOS 10.36 11.90 08.76 07.49 06.34 08.72 05.12 07.37 04.07 04.87 

HG 09.61 07.99 08.01 07.06 06.33 05.95 05.66 06.78 05.91 04.76 

FINT 10.40 09.26 07.63 07.00 07.70 06.45 07.12 08.76 08.38 09.47 

ALD 11.29 10.80 10.54 07.25 04.94 04.33 06.48 04.69 04.24 06.92 

3iINF 09.91 07.03 08.40 07.16 05.97 05.10 06.61 04.34 04.79 04.77 

INFS 09.65 08.78 08.07 08.07 06.49 05.90 08.48 09.48 11.28 12.26 

APT 10.73 10.89 09.31 07.67 07.64 07.76 06.10 08.01 09.59 08.43 

TS 08.91 09.53 05.86 10.23 07.62 06.23 06.45 08.99 07.71 07.83 

SUBX 08.31 09.95 08.08 08.57 06.09 05.32 06.66 06.04 07.34 07.43 

SCT 10.81 10.25 08.21 08.17 07.14 07.81 08.53 04.91 06.35 09.05 

PAU 10.93 12.21 07.86 06.93 06.72 06.01 06.77 05.16 04.63 03.92 

PT 10.16 11.53 08.79 10.75 07.72 07.86 07.87 08.08 07.95 06.89 

MINT 09.47 08.19 08.27 07.88 08.68 04.19 07.79 04.93 05.53 04.53 

COMP 10.76 09.14 08.21 08.84 08.00 05.85 07.97 06.40 06.84 08.97 

GEO 10.03 07.45 07.47 08.41 06.54 06.31 06.93 07.05 08.05 23.18 

GINTEL 09.91 09.00 08.04 08.74 06.94 06.89 06.31 07.08 06.60 26.31 

CYB 09.66 07.26 07.50 07.72 06.68 05.57 04.55 05.28 04.71 17.50 

BLS 10.76 7.99 9.65 7.06 9.46 5.95 9.12 6.78 11.76 6.66 

ACC 9.91 10.76 8.40 10.33 5.97 8.45 6.61 8.80 4.79 15.34 

Cut of Z 
Value 

10.42 09.47 08.96 08.73 07.68 07.24 07.86 07.83 08.29 11.00 

Sources: Computed 
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Table 4 
Classification Matrix 

Year 
As per DPOR & ROER As per Discriminant Score 

Good  Poor Good  Poor 

2005-06 27 0 9 18 

2006-07 27 0 13 14 

2007-08 27 0 9 18 

2008-09 27 0 11 16 

2009-10 26 1 9 18 

2010-11 25 2 9 18 

2011-12 25 2 8 19 

2012-13 22 5 10 17 

2013-14 20 7 9 18 

2014-15 23 4 8 19 

Sources: Computed 
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