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ABSTRACT

This study examines the determinants of corporate disclosure level of pharmaceutical
companies in India. Specifically, the study investigates the relationship between three
corporate attributes- size, Profitability, age and extent of disclosure in pharmaceutical
companies in India. In the research methodology a sample size of 5 pharmaceutical Indian
companies has been taken through random sampling. For the study we have collected
secondary data. The corporate attributes (independent variables) which is used in the study
are firm size, profitability, age and corporate disclosure (dependent variable) was
disaggregated into corporate disclosure. The data were analyzed using both correlation and
multiple regression analysis. Our empirical results show a significant positive association
between firm size, profitability, age and disclosure. Finally the whole research was carried out
in a systematic way to reach at exact result. The whole research and findings were based on
the objectives.
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Introduction
American Accounting Association (AAA) defines disclosure as, “The movement of

information from the private domain (inside information) in the public domain. Its ultimate aim is
to provide information which is potentially for making economic decisions and which, if
provided, will enhance social welfare” (AAA 1975 as quoted in Glautier, 1985). The idea of
disclosure is of extraordinary hugeness to the achievement of the goals of money related
announcing. Money related detailing is the correspondence of monetary data of an
undertaking to the outer world.

In this era an attempt has been done to analysis the relationship between company
attributes and corporate disclosure of pharmaceutical companies. The selected attributes are-
size of a company measured in terms of its market capitalization, age of a company (in years)
and EPS (Earning per Share). There are many reasons to believe that no comprehensive
study has been conducted in India to examine the disclosure practices of Indian
pharmaceutical companies. The present study is an attempt to analyze the disclosure
practices of the selected Indian pharmaceutical companies for a period of five years.
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Review of literature
Chander (1992) analyses that company attributes such as size of the company

measured in terms of net tangible assets and age of the company had a positive and significant
association with the disclosure score in both the sectors in all the five years of study.

Mahajan and Chander (2007) examined the quantum of disclosure and its
association with corporate characteristics such as age, size, profitability, and leverage, listing
status, shareholding pattern, audit firm and residential status of a company. An index of 90
items was prepared and un- weighted disclosure scores were used to compute the quantum of
disclosure in the company annual reports. Results showed that there was a significant
association between size, profitability, audit firm and disclosure level.

Singh (2009) made a comparative analysis of the corporate disclosure behavior of the
large and mid cap companies in India for 1999-00 to 2005-06. Results of the study revealed
that corporate disclosure behavior of large companies was better as compared to mid-cap
companies. He also examined the effect of company characteristics on the quantum of
disclosure and found that impact of all the seven attributes (total assets, sales, market capital,
net profit, age, sectors and listing status) on corporate disclosure was higher in large
companies as compared to mid-cap companies.

McNally, Eng and Hasseldine (1982) focused on: (a) the importance of items to be
disclosed in annual reports, as perceived by the financial editors and the stock exchange
members; (b) the disclosure practices of manufacturing companies vis-a-vis perceptions of
external decision-makers; and (c) examining the possible association between the disclosure
practices and selected company attributes such as size, rate of return, growth and auditors.
The study revealed that the level of actual disclosure by companies was lower than what the
professional external users perceived to be desirable. They concluded that a significant
association existed between size and both the level of disclosure and the average score for
each company.

Cooke (1992) examined the relationship between the quantum of disclosure and three
corporate attributes - size, listing status and nature of industry- for 35 Japanese companies.
This study was a unique one in the sense that the size of the company was measured in terms
of a composite variable i.e., a linear combination of eight alternate indicators of size - capital
stock, turnover, number of shareholders, total assets, current assets, fixed assets,
shareholders funds and bank borrowings. He concluded that the level of disclosure was
positively and significantly associated with dl the three explanatory variables - size, listing
status and nature of industry.1

Lal (1985) examined the disclosure level of 180 manufacturing companies in the
private sector for the years 1965 and 1975. The study was also made to analyze the effect of
four company characteristics, viz., size of assets, margin of earnings, and industry nature on
the quality of disclosure. The regression analysis results revealed that there is a positive
association between the quantum of disclosure and size of the company (which is measured
by assets), margin of earnings, industry nature and its relationship with a large industrial
house. However, the 'size of the company' possessed a better association with the level of
disclosure than the other three variables.2

Objective of the Study
It is to examine the association between selected corporate attributes and quantum of

disclosure of selected pharmaceutical companies in India.

1 T. E. Cooke. (1992). The impact of size, stock market listing and industry type on disclosure in the
annual reports of Japanese corporations. Accuunriag und Business Research, 23(91), 229-237.

2 J. Lal. (1985). Corpclrnre annual report; Theory ar~dpracticeN. ew h l h i ; Sterling Publishers Pvt. Ltd.
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Hypothesis of the Study
H0: There is no significant relationship between the quantum of disclosure and selected

company characteristics.
H01: There is no significant relationship between the quantum of disclosure and size of a

company.
H02: There is no significant relationship between the quantum of disclosure and profitability

of a company.
H03: There is no significant relationship between the quantum of disclosure and age of the

company.
Research Design
 Population of the Study: The present study ‘A study on quantum of disclosure and its

association with corporate attributes ' has been undertaken using a sample of  5 Indian
pharmaceutical companies.

 Sample of the Study: Under Non Probability sampling convenience sampling
technique was used for the study.

 Period of Study: For the research purpose the period of study considered as selected
pharmaceutical companies from year 2013 – 2018.

 Data Source: For the research purpose secondary data was used from annual reports
of selected pharmaceutical companies published on company's website, CMIE Data
base, library IIM-Indore, Central library DAVV Indore were referred.

 Statistical Tools: In the research study following statistical tools were used through
SPSS 20.0 student version:
 Regression Analysis
 Descriptive Analysis
 Independent t-test
 Correlation Analysis
 Percentage Analysis

Econometric Models Framework and Description of Variables
The study mainly analyses the impact on disclosure practices adopted by

pharmaceutical industries of size, Profitability and age of the companies. In this study 5 major
pharmaceutical companies have been consider for study.
Scope of the Study

The study includes all pharmaceutical companies. The present study was initiated in
2013 and there were 5 pharmaceutical companies included in the study. The scope for further
research can includes other pharmaceutical companies as the sector is very large and there
are other sectors also for which the researcher can conduct study. Also as we have includes
data for only 5 years that can also be scope for researchers.
Limitations of the Study

The present study suffers from the following limitations:
 Annual reports of some of the pharmaceutical companies for some years were not

available.
 The time constraint is also major limitation as the analysis has been done only for the

year 2013-18.
 Only 5 pharmaceutical companies has been included in the study which may be faulty

representative.
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Relation between Company Attributes and Extent of Disclosure
Many researchers like Lal (1985), Chander (1992), Kohli (1998), Mahajan and

Chander (2007), and Singh (2009) have studied the association of company characteristics
and the disclosure levels of companies. They found positive relationship between majority of
the attributes and quantum of disclosure of companies. The present paper analyzes the
association between company attributes and disclosure level of pharmaceutical companies.
The selected attributes are- size of a company (measured in terms of its market capitalization),
age of a company (in years) and EPS (Earning per Share).
Company Attributes and Disclosure

To know the association between various corporate attributes and disclosure level,
multiple regression models has been developed by taking companies disclosure index scores
as dependent variable and company attributes (size, age of company and EPS) as
independent variables. The significance of this relationship has been tested by ‘t’-test at
various levels of significance.
 Size

Size of the company is measured in terms of market capitalization and it is the most
widely used measure. Many researchers found a positive association with the size of company
and its disclosure level. The results of size and disclosure for selected companies are given in
Table 10.1. Correlation results of companies also given in Table 10.1 which shows that there is
a positive correlation in size and disclosure score for most of the companies. Regression
coefficient (R2) is also higher for most of the companies. The highest regression coefficient is
0.64 for market capitalization indicating that 64 percent of the variation in mandatory disclosure
score is explained by size of the company. Data reveals that companies having high
correlation coefficient. Results of ‘t’ value depict that there is positive association between size
(market capitalization) and disclosure scores of all 5 companies as P value <.05 in all cases.
 Age of Company

Age of company is also an important factor explaining the variations in the disclosure
scores of different companies. Companies become aware about the benefits of greater
disclosure as they get mature (Chander, 1992). Age of a company is measured in terms of
number of years from the date of its registration with the company's act 1956 for the purpose
of the study. Kohli (1998) and Singh (2009) found in their studies that older companies
disclose more information than new companies. Chander (1992) also observed that there is a
significant relationship between age of accompany and its disclosure score.
 EPS

Profitability is measured in terms of Earning per Share (EPS). Results indicate positive
relationship between profitability and extent of disclosure. Chander, 1992 found that the
companies those earn less profit may disclose less information because they may have fear
that more disclosure may affect their profitability adversely (Chander, 1992). Results of
pharmaceutical companies are given in Table 1. The following regression model has been
developed to study the nature of association between selected companies attributes and
extent of disclosure:
Disclosure = f (Size, EPS, Age of company)
Y = a+ b1x1+b2x2+b3x3 where,
Y = Disclosure score (dependent variable)
a= Intercept and b1, b2, b3 = regression coefficients.
X1 =Size
X2= EPS
X3= Age of Company
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Coefficients Standard Error t Stat P-value correlation
Market capitalization 1.066 0.030 35.568 0.018 0.591
EPS 0.738 0.031 24.167 0.026 0.061
age 0.421 0.021 20.040 0.032 0.772

Table 1: Regression Results
Observations 5.000
Sum of weights 5.000
DF 1.000
R² 1.000
Adjusted R² 0.999

Findings
 Correlation Results

The association with corporate characteristics and disclosure of pharmaceutical
companies is analyze by regression and correlation model. The result shows that r values for
market capitalization, EPS and age are 0.591, 0.061, 0.772 respectively which shows high
correlation between disclosure and age and size of the companies, although correlation
between EPS of the companies and disclosure scores is also positive.
 Regression Analysis Results

Disclosure scores may be vary due to different company attributes. To know the
relationship of company attributes and quantum of disclosure, three company attributes i.e.
size, age of company and EPS are studied.

 Significant and positive association between size and disclosure exists in all
companies. As the P value 0.018 which is less than 0.05, thus we reject null
hypothesis and accept alternative hypothesis that there is a significance
association between size of the companies and disclosure. Large companies
disclose more information than small.

 Tables present the model summary. The R2 value of disclosure, which indicates
the explanatory power of the independent variables, is exact 1. This means that
100% variation in the dependent variable is explained by the independent
variables variation.

 Significant positive association between EPS and disclosure exists in all
companies. As the P value is, 0.026 which is less than 0.05, thus we reject null
hypothesis and accept alternate hypothesis that there is a significance association
between EPS of the companies and disclosure.

 Significant positive association between age of the company and disclosure exists
in all companies. As the P value is 0.032 which is less than 0.05, thus we reject
null hypothesis of disclosure and accept alternate hypothesis that there is a
significance association between age of the companies and disclosure.

 Multiple regression results show that ‘market capitalization’ has the highest impact
on disclosure. Overall the impact of all the selected attributes taken together have
more Impact on disclosure in selected pharmaceutical companies.
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