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Abstract

Disclosure as a healthy practice of each and every corporate sector is meticulously designed as a means of

disclosing facts and information of financial & non-financial sectors. However, there are prescribed legal guidelines

of each corporate sector to disclose their data. In this paper the researcher has focused only on the corporate

disclosure practices within the companies’ Annual and Financial Reports that facilitate the investors to reach on a

consensus to invest in different organizations. The research methodology of the paper mainly based on Principal

Component Analysis and Factor Analysis. After thorough study we reached the identified constructs have positively

impact on investors’ mindset.
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1.   Introduction

 Corporate reporting is now nearly a decade old concept

followed in several organizations. The so called corporate

reporting covers the organizational status and

performance on different aspects, preparation and

provision, for the use of different stakeholders. This

information is often provided in the Annual and Financial

Reports, which include the economic, environmental and

social issues. In this paper the researcher has focused

only on the corporate disclosure practices within the

companies’ Annual and Financial Reports that facilitate

the investors to reach on a consensus to invest in different

organizations (FEE, 2000).

Conventional financial reporting has been practiced by

many organizations since long (Corporate Governance

Guideline 2012 of India), but selective user groups have

disclosed the same  as per the Securities and Exchange

Board of India guidelines since its inception i.e., 1992.

The primary users of financial and non-financial

disclosures are shareholders, prospective investors and

financial institutions. Several factors like environmental,

corporate governance, human resource management,

and financial-disclosure are of greater importance and

have influence over financial and non-financial

assessments of an organization. For example,

environmental disclosures in the annual report are a

primary concern for the company to satisfy the

shareholders and stakeholders relating to environmental

safety and social viability requirements. Moreover, it is

important for organizations to disclose environmental and

social practices.

2.  Corporate Disclosure in India : a paradigm shift

Corporate Disclosure Practices as per Companies Act.

2013 are little bit more investors friendly as compared to

old Companies Act. 1956.  As per new regulation the

central government has directed all the corporate houses

to introduce women director in the board of the

companies. Fixation of accountability on audit committee

has been introduced recently which were previously

absent.

3.   Literature review

In this paper the researcher has thoroughly reviewed the

work of different authors within and outside India. The

researcher has also referred some peer reviewed journals

and articles related to Corporate Governance, IFRS,

financial reporting, voluntary and mandatory disclosure,

environmental disclosure, corporate social responsibility

and other disclosure.

During the 1990s, a number of ‘high-profile’ corporate

scandals in the USA (Lehman Brothers, AIG Insurance,

Xerox, Arthur Anderson, Enron, WorldCom, Tyco, etc.)

and also elsewhere in the world, triggered an in-depth

reflection on the regulatory role of the government in

protecting the interests of shareholders. To redress the

problem of corporate ‘misconduct,’ ensuring ‘sound’

corporate governance is believed to be essential to

maintain investors’ confidence and good performance.

In view of the growing number of scandals and the

subsequent wide-spread public and media interest in

corporate governance, a plethora of governance ‘norms’
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and ‘standards’ have sprouted all around the globe (Patelli

and Prencipe, 2007; Azlan et al,, 2010). The Sarbanes-

Oxley legislation in the USA, the Cadbury Committee

recommendations for the European Union (EU)

corporations, and the OECD principles of corporate

governance, are perhaps the ‘best known’ among these.

The Cadbury Committee (1992) advocated, first of all,

disclosure as “a mechanism for accountability,

emphasizing the need to raise reporting standards in

order to ward off the threat of regulation.”

Rouse, R. W.(2013), highlighted a broad analysis of the

impact of globalization on regulation in relation to

accounting standards. The author has highlighted the

need to “accommodate different but equally legitimate

financial reporting standards”.

Bhasin, M.L. (2011) conducted an exploratory ‘case-

study’ of the Reliance Industries Limited, and developed

his model as a “working method”. In order to ascertain

how far this corporation was in compliant of corporate

governance standards, a “point-value-system” was

applied. Based on the disclosures made by the

corporation in its Annual Report for the year 2006-07,

and an in-depth evaluation of the results reveals that “RIL

had shown very good performance, with an overall score

of 85 points. Moreover, RIL group is in the forefront of

implementation of “best corporate governance practices

in India,” but some scope still exists for its improvement.”

The aforesaid review of studies reveals that there is an

urgent need to study the voluntary corporate governance

disclosure (VCGD) practices followed by the corporations

in India. Voluminous research work has been carried out

to study the “mandatory” aspect of corporate governance.

The study of VCGD practices has remained as an

untouched phenomenon, yet corporate governance is in

the process of evolution, and over a period of time, the

scope of mandatory corporate governance is expected

to be extended further. Therefore, the study of VCGD

practices assumes significance at this evolving stage of

corporate governance in India. The paper attempts to

study “the VCGD practices followed by the corporations

over and above the mandatory requirements.” Besides,

this study has been planned with the following two

‘specific’ objectives in mind: (a) to examine the voluntary

corporate governance disclosure practices of ‘selected’

companies, and (b) to measure the ‘extent of variation’

in the disclosure pattern of corporate governance

practices of the corporations under study.

Islam, M.S. (2010) in his study examined the corporate

governance practices in the listed financial public limited

10 companies in ‘Bangladesh’ by considering 30

disclosure items. A corporate governance Disclosure

Index (CGDI) has been computed and a number of

hypotheses have been tested. Multiple regression result

shows that “CGDI is significantly influenced by log of

net asset value, EPS, and the size of the board. Age

and stock allotment are not found to have any significant

impact on corporate governance disclosure.”

Baek, Johnson, and Kim (2009) pointed out that “all the

relevant information should be made available to the users

in a cost-effective and timely way.” Whatever disclosures

are made and whatever channels are used, however, a

clear distinction should be made between ‘audited’ and

‘non-audited’ financial information, and matters of

validation of other non-financial information should be

provided. Company management, across the globe, thus

recognizes that there are economic benefits to be gained

from a well-managed disclosure policy.

In a study conducted by Hossain and Hammami (2009),

the researchers’ empirically  examined the determinants

of voluntary disclosure in the AR of 25 listed firms of

Doha Securities Market in ‘Qatar.’ A disclosure checklist

consisting of 44 voluntary items of information was

developed and statistical analysis was performed using

multiple regression analysis. Their findings indicate that

“age, size, complexity, and assets-in-place are significant

and the variable profitability is insignificant in explaining

the level of voluntary disclosure.”

Dragmori (2009) pointed out that “New regulations, new

requirements and ever-increasing demands for

transparency determine companies to follow the recent

trends in corporate reporting (or disclosure) in order to

comply with ‘best practice’ regulations in way of narrative

reporting, balance in the structure of reports, inclusion

of management report, reporting Corporate Governance

and social responsibility, balancing financial and non-

financial information, comparability over time, etc.”

Chahine and Filatotchev, (2008) suggested that the

quality of financial and non-financial disclosures depends

significantly on the ‘robustness’ of the reporting

standards, on the basis of which the financial/nonfinancial

information is prepared and reported. Further, disclosure

indicates the quality of the firm’s product and business

model, its growth strategy and market positioning, as

well as the risks it is facing.

Moreover, Murthy (2008) examined the corporate social

disclosure practices of the top-10 software firms in India.

The 2003-2004 annual reports were analyzed using

content analysis to examine the reported attributes

relating to human resource, community development

activities, product and services activities and

environmental activities. “The nature of global competition

in the software sector seems to have shaped the CSD

practices in product and service contribution category.”

Tamoi et. al.,  (2007) tried to find out the level and trend

of disclosure pattern of industrial companies in Malaysia

and its relationship with companies’ characteristics with

the help of content analysis over a period 1998 to 2003.

For the study, samples were selected using simple

random sampling technique. They observed that there is

positive relationship between CSR and companies’

turnover, no apparent relationship is noticed with

companies’ capital, relationship between CSR and

companies’ profitability is positive but weak and more

disclosure by local companies as compared to their

foreign counterparts. They show that CSR level of

industrial companies in Malaysia is increasing both in

terms of amount of the disclosure and the number of

participating companies.
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Subramanian, S. (2006) in his study identified the

differences in disclosure pattern of financial information

and governance attributes. The sample for the study was

90 companies from BSE 100 index and NSE 50. The

data relating to disclosure score had been collected from

the annual reports for financial year 2003-04.

“Transparency and Disclosure Survey Questionnaire”

developed by Standard & Poor’s was used for collection

of data. The findings revealed that “there were no

differences in disclosure pattern of public/private sector

companies, as far as financial transparency and

information disclosure were concerned.” Unfortunately,

the problem for private companies, which form a vast

majority of Indian corporate entities, remains largely

unaddressed. It should be noted here that even the most

prudent norms can be hoodwinked in a system plagued

with widespread corruption. Nevertheless with industry

organizations and chambers of commerce themselves

pushing for an improved Corporate Governance system,

the future of Corporate Governance in India promises to

be distinctly better than the past.

Kakani et. al., (2001) pointed out that newer and smaller

firms, as a result, take to the market in spite of

disadvantages like their lack of capital, brand name and

reputation with older firms. However, it is not possible to

reach a conclusion that long-established banks can

disclose more information or be more compliant than

newly-established banks.

According to Healy and Palepu (2001), “disclosure

comprises all forms of voluntary corporate

communications like management forecasts, analysts’

presentations, the annual general meetings, press

releases, information placed on corporate websites and

other corporate reports, such as, stand-alone

environmental or social reports.” Further, Healey and

Palepu, (2001) confirmed in their study a higher levels of

disclosure could be mandated, but the benefits of

regulating disclosure are still not clear. Since managerial

discretion is involved in the content and timing of voluntary

disclosure, the market must rely on other monitoring

mechanisms to elicit disclosure from management above

the minimum requirements. As suggested in prior

research, the board is an effective internal governance

mechanism in monitoring management in the interests

of shareholders. The board’s monitoring role

encompasses financial reporting, and a more effective

board should result in higher levels of disclosure by

management.

William (1999) analyzed 28 corporate annual reports,

found that culture and the political and civil systems were

determinants of the quantity of disclosure. The extent of

literature on corporate governance focuses on the

determinants of social responsibility disclosure and the

effect of corporate governance on social responsibility

disclosures. Similar type of studies was conducted by

Roberts (1991) in Western Europe; Chrisman and

Sharma (2007) in India.

Deegan and Gordon (1996) examined the environmental

disclosure practices of Australian companies. They used

content analysis as an approach to study annual reports

of the sample Australian companies, taking individual

recorded words as the basic unit of recording. The

authors observed low voluntary environmental disclosure

in Australia on average only 186 words for the sample of

companies. Most of the disclosures were positive

disclosures rather than negative disclosures. Authors also

concluded that there was an increase in voluntary

environmental disclosures during this period due to

increases in environmental group membership.

Jensen and Meckling, (1976); Berle and Means, (1932)

concluded that ‘the premise of agency theory is that

boards are needed to monitor and control the actions of

directors due to their opportunistic behaviour’. Mangel

and Singh (1993) believe that outside directors have more

opportunity for control and face a more complex web of

incentives, stemming directly from their responsibilities

as directors and augmented by their equity position.

Others who also see the role of non-executive directors

as monitors/controllers of management’s performance

and actions, include Fama and Jensen (1983), Brickley

and James (1987), Weisbach (1988), and Pearce and

Zahra (1992).

4.    Objectives

To identify the factors (related to corporate disclosure)

significantly attract investors for investment.

5.    Research Methodology

5.1   Research Design:

Research design express both the structure of the

research problem-the frame work, organization or

configuration of the relationships among variables of a

study and the plan of investigation used to obtain empirical

evidence on those relationships. The structure of the

present study for data collection includes only primary

sources which are summarized as follows:

Table No.1.

Structure of Data Collection

Source 
Nature o f 

Data 
Respondents Sample 

Tools for Data 

Collection 

Broking houses,  
F inancial Institutions 

Primary 
Investors in 

capital market 
128 

Structured 
questionnaires 

 
Source: Authors work
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5.2   Data Collection

Primary sources are original sources from which the

researcher directly collected the data that have not been

previously collected. Otherwise this is called as first hand

information (Krishnaswamy and Ranganatham). This

paper mainly focuses on analysis of data related to

investors’ attractiveness due to disclosure. To study the

perception of investors’ towards corporate disclosure

practices, an attempt has been made through distributing

well defined questionnaire to various sections of investors.

Based on the objective to know about different factors

influencing investors’ attractiveness towards disclosure

practices, some well accepted statistical tool has been

applied on the numerical values gathered from the

opinions complied against each component of the

questionnaire.

5.3   Sampling and Data Collection Procedure

Sampling is the process which reduces time and cost,

saves labour and provide better than complete coverage.

For the same we made a sample design which in turn

describes the details of sample size and sample unit.

For this survey the respondents were Bank managers

(scale III and above), branch head of broking houses and

financial institutions, manager in public and private limited

company, Chartered and Cost accountants,

Academicians in the field of Finance and Accounts and

Software Engineers. From each branch at least one

respondent was chosen for the study. The researcher

has circulated 200 questionnaires. Out of 200

questionnaires, 157 filled-up questionnaires were

collected amounting to approximately 79% of the total

questionnaire. After due scrutiny 157 fil led-up

questionnaires, 29 questionnaires were found incomplete

either in respect of demographic character of

respondents or in respect of any specific question. The

final sample size was taken of 128.

5.4   Hypothesis :

 The constructs like; financial disclosure, Corporate

Governance, Risk management, environmental,

operational and HRM disclosure has a strong bearing on

investors’ perception (investors’ mindset) towards

disclosure practices. More specifically the statement can

be stated as the alternate hypothesis as given below.

H
1
: The identified constructs positively affects investor’s

attractiveness.

6.   Analysis and Interpretation:

Selection of Factors

In this section the researcher has made an attempt to

identify the variable which has a greater influence on

investors’ perception towards the company. The study

was carried out on fifty variables and the importance of

the variable is determined on the basis of their mean

score. In this section the researcher has opted for

clubbing some interrelated variable using factor analysis

so that each of the variables (factors) may be studied

precisely.

Principal Component Analysis

Factor analysis falls into a class of statistical techniques

usually intended to use for data condensation and

summarization. In other words, factor analysis identifies

smaller number of underlying factors from larger number

of observed variables and maintains observed variables

core to the extent possible. The present study aims to

explore the fundamental factors for ‘Corporate Disclosure

and Investors’ Mindset’.

The appropriateness of factor analysis was assessed

by checking the significance of Bartlett test of Sphere

city and by examining sampling adequacy through

Kaiser-Meyer-Olkin (KMO) Measure of Sampling

Adequacy (MSA) at an overall and individual item level.

The KMO value of the data at an overall level of 0.777 is

considered excellent (Hair, et al, 2006), while at an

individual variable level also, the KMO MSA for each

variable ranges from 0.677 to 0.834 which is also above

the threshold level of 0.50 (Hair, et. al. 2006) for the

present analysis KMO was 0.858 indicating that all the

variables can be considered for factor analysis. The

results of the Bartlett test of Sphere city (chi-square

3562.203 with df 1225, p<0.001) suggested that the

correlation matrix of 50 variables was not an identity

matrix, i.e. some of the items were inter-correlated.
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Table No.2
 Result of Principal Component Analysis:

KMO and Bartlett 's Test 

Kaiser-Meyer-Olkin Measure of Sampl ing Adequacy 0.858 

Bartlett's Test of Sphericity Approx. Chi-Square 3562.203 

Df 1225 

Sig. .000 
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Extraction  Su ms o f Sq uared  L oad in gs R otation  Su ms o f Sq uared Lo ading s 

F actors Eig en Valu e % o f Var ian ce Cu mulative Eigen  Value % of Variance Cu mulative % 

1 6.702  13.404  13 .404 5 .089 10.178  10 .178 

2 6.121  12.242  25 .646 4 .791 9 .582 19 .76  

3 4.407  8 .814 34 .46  4 .417 8 .834 28 .594 

4 4.08  8.16 42 .62  4 .061 8 .122 36 .716 

5 3.186  6 .372 48 .992 3 .63 7.26 43 .976 

6 3.013  6 .026 55 .018 3 .025 6.05 50 .026 

7 2.302  4 .604 59 .622 2 .712 5 .424 55 .45  

8 1.207  2 .414 62 .036 2 .191 4.382 59 .832 

9 1.102  2 .204 64 .24  1 .703 3 .406 63 .238 

10 1.019  2 .038 66 .278 1 .409 2 .818 66 .056 

11 1.012  2 .024 68 .302 1 .111 2 .222 68 .278 

12 1.009  2 .018 70 .32  1 .018 2 .036 70 .314 

13 1.003  2 .006 72 .326 1 .006 2 .012 72 .326 
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Rotated Component Matrix 

Varia
bles 

F 1 F 2 F 3 F 4 F 5 F 6 F 7 F 8 F 9 F 10 F 11 F 12 F 13 

V01 .0 66 .148 .022 .022 .057 .134 .013 -.013 -.003 .040 -.009 .832 .154 

V02 .1 44 .106 .043 .084 .384 .049 .154 .270 .19 2 .255 .1 20 .531 -.133 

V03 .2 43 .217 .112 .054 .304 .513 .099 .033 -.006 .178 .0 76 .063 .061 

V04 .0 39 .566 .386 .162 .038 .290 -.035 .085 .27 2 .000 .1 30 .131 .068 

V05 .0 92 .219 .040 -.070 .049 .036 .082 .076 .06 9 .000 .7 96 -.013 -.010 

V06 .1 18 .517 .047 -.067 .289 .124 .131 .280 .15 5 .294 .2 23 .005 .063 

V07 .3 63 .416 .198 -.027 .340 .022 .185 .213 .14 0 .160 .2 49 .077 .135 

V08 .0 52 .161 .285 -.091 .218 .460 .409 .126 .04 0 -.004 .0 46 .103 -.048 

V09 -.060 .222 .361 .102 -.040 .028 .498 .173 -.079 .351 -.060 .247 -.008 

V10 .1 12 .183 .347 .114 .129 .175 .227 -.084 .04 7 .184 .5 28 .103 .102 

V11 -.020 -.033 .071 .249 .430 .392 -.199 -.100 .11 4 -.056 .3 11 .186 .073 

V12 .1 05 .003 .141 .147 .012 .170 .081 .155 .11 1 .778 .0 68 .101 .126 

V13 -.007 .205 .206 .090 .011 .162 .053 -.058 .74 2 .094 .0 53 .035 -.107 

V14 .4 10 -.137 -.013 .133 .189 .416 -.002 .066 .51 6 .010 .0 47 .092 .140 

V15 .5 42 .061 -.024 -.056 .216 -.024 .119 .360 .39 1 .124 .0 86 .229 .064 

V16 .1 15 .099 .093 .266 .381 .205 .351 .241 .14 8 .185 .2 27 -.084 .362 

V17 -.077 .193 .128 .027 -.024 .722 .269 .052 .09 4 .122 .0 87 .121 .108 

V18 .2 06 .117 .112 .029 .045 .198 .782 .027 .10 8 .030 .1 95 .022 .049 

V19 .1 06 .071 .511 -.105 .214 .123 .195 .191 .31 0 -.018 .1 98 .165 -.002 

V20 .1 41 .189 .736 -.070 .170 .091 .036 .078 .19 0 .152 -.030 .024 -.105 

V21 .2 49 .116 .115 .199 .130 -.184 .449 .167 .49 9 .066 .0 38 -.038 .146 

V22 .4 48 .331 .226 .192 .142 .321 .155 .053 .17 4 .141 .0 18 .168 .176 

V23 .3 20 .356 .293 .223 .381 .182 .197 .105 .07 5 .111 -.005 .157 .153 

V24 .4 67 .458 .246 -.084 .186 .210 .010 .050 .20 9 .275 -.058 .059 .162 

V25 .4 19 .245 .150 .112 -.070 .048 .197 .180 .11 2 .197 .3 68 .277 .105 

V26 .5 07 .221 .517 .094 .130 .119 -.010 .017 -.120 .111 .2 90 .116 .163 

V27 .7 73 .154 .154 .077 .073 .019 .122 -.001 .03 9 -.058 .1 15 .026 -.023 

V28 .1 33 .296 .353 .069 .556 -.050 .237 .144 -.015 .094 .1 34 .156 .089 

V29 .2 42 .385 .140 -.037 .095 -.065 .028 .302 .34 0 .134 .2 47 .030 .100 

V30 .1 21 .778 .180 .165 .061 .052 .105 -.039 .03 9 .021 .1 87 .063 .090 

V31 .1 94 .655 -.003 .174 .216 .146 .427 .011 -.011 -.060 .0 60 .100 -.041 

V32 .3 80 .401 .243 .071 .232 .110 .138 .069 -.071 .004 .1 79 .141 .255 

V33 .2 20 .194 .374 .312 .099 .260 .031 -.071 .28 6 .185 .1 25 .243 -.014 

V34 .1 96 .203 .280 .162 .671 .189 .038 .096 .10 1 -.095 -.057 .085 .028 

V35 .2 51 .463 .200 .122 .124 .141 -.109 .315 .33 0 -.238 .1 71 .119 .022 

V36 .0 50 .268 .216 .304 .402 .151 .086 -.089 .29 3 .289 .0 11 .011 .305 

V37 .2 01 .130 .632 .116 .092 .178 .189 .137 .03 6 .056 .1 40 -.110 .182 

V38 .0 95 .135 .404 .214 .295 .235 .330 .177 .08 4 -.179 .0 85 .142 .144 

V39 -.094 .135 .128 .751 .117 .006 .115 .027 .15 7 .070 .0 16 .076 .183 

V40 .1 22 -.018 -.103 .745 .021 .027 .029 .198 .00 1 .004 -.043 .028 .227 

V41 .3 02 .164 .087 .424 .295 .259 .157 .045 -.110 .287 .1 19 .139 -.257 

V42 .3 06 .211 .003 .557 .252 .164 -.001 .210 .03 9 .088 -.028 -.010 -.267 

V43 .5 53 .114 .317 .413 .071 .053 .054 .163 .15 5 .182 -.076 -.029 -.166 

V44 .1 85 .102 .031 . 454 . 421 .139 -.097 .002 .12 8 .455 .1 79 .097 -.087 

V45 .4 60 .192 -.027 .298 .321 .173 .151 .492 .08 6 .151 .0 53 -.068 .147 

V46 .2 60 .163 .113 .420 -.033 .302 -.102 .550 -.137 .188 .1 12 .024 -.089 

V47 .1 98 .037 .249 .287 .107 .558 -.131 .350 .17 6 .129 -.064 .065 -.015 

V48 .0 00 .040 .210 .185 .064 .054 .182 .711 .02 3 .058 -.010 .111 .201 

V49 .0 78 .183 .050 .181 .071 .097 .046 .169 -.025 .082 .0 44 .140 .759 

V50 .1 55 -.048 .264 .237 .170 .345 .150 .327 .14 5 .029 .1 40 .468 -.001 

Extraction Method: Principal Component Analysis. 
13 components e xtracted 

Extraction Method: Principal Compon ent An alysis. 
Rotation Method: Varimax with Kaiser Norma lization . 

Source: Computed and complied

Using principal component analysis (PCA) with an option

of Varimax with Kaiser Normalization rotation method,

factor analysis of the 50 variables was done and the values

are cited above. The criteria adopted for deciding the

number of factors was the common factors with an Eigen

value greater than 1 should be reserved. However, the

researcher has opted the item with higher cross loading

(more than 0.20) and those with lower value of MSA (less

than 0.50) in their respective factor were to be trimmed

one by one. By this method all 50 variables were eligible

for further analysis. Finally based on the above criteria, a

thirteen-factor solution emerged and the rotated factor

matrix gave a near similar factor structure. These 13 factors

accounted for 72.326% of the total explained variance.

It was observed from the above table No. 2 that under

Extraction Sums of Squared Loadings , 13.404% of
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Table No. 3

Details of factor loading:

variance explained by factor 1; 12.242% of variance

explained by factor 2; 8.814% of variance explained by

factor 3; 8.16%of variance explained by factor 4; 6.372%

of variance explained by factor 5, 6.026 % of variance

explained by factor 6; 4.604% of variance explained by

factor 7; 2.414% of variance explained by factor 8; 2.204%of

variance explained by factor 9; 2.038% of variance explained

by factor 10; 2.024% of variance explained by factor 11;

2.018% of variance explained by factor 12;  and 2.006%

of variance explained by factor 13 and all together all the

thirteen  factors contributed to 72.326% of total variances.

Further, it was observed that in Rotated Matrix, 10.178%

of variance explained by factor 1; 9.582% of variance

explained by factor 2; 8.834% of variance explained by

factor 3; 8.122%of variance explained by factor 4; 7.26%

of variance explained by factor 5, 6.05 % of variance

explained by factor 6; 5.424% of variance explained by

factor 7; 4.382% of variance explained by factor 8; 3.406%of

variance explained by factor 9; 2.818% of variance explained

by factor 10; 2.222% of variance explained by factor 11;

2.036% of variance explained by factor 12;  and 2.012%

of variance explained by factor 13 and  together all the

thirteen  factors contributed  72.326% of total variances.

Again with a through review of the Table No.2, it was

observed that factors beyond factor number 8 were

considered somehow less important as the loading values

were less than .5. Hence, the final extracted factors were

rest at eight numbers. The details of factor load of each

factor and their corresponding name was given in the

following Table No. 3.

Factor 

No 
Factor Name 

Variable 

No 

Variable Name Variable 

Load 

Eigen 

Value 

% of 

variance 

1 
Investor’s 

Attractiveness 

14 
Return on investment affect the investor’s 
mindset 

.510 

6.702 13.404 

15 
Earning per share important for the 
investor while making investment 

.542 

22 
The dividend per share fulfill the financial 

requirements  of  an investor 
.648 

24 
The return on capital employed provides 
valuable information to the investor 

.567 

25 
Share prices plays a vital role at the time 
of investment 

.719 

27 
Return on sales provide insight to the 

investor 
.773 

43 
Revenue to tota l assets gives useful 
information to the investor 

.553 

45 
Return on equity useful from investment 
point of view 

.560 

2 
Corporate 

Governance 
 

4 

Company have a manual on corporate 

governance approved by the Board 
applicable to directors and senior 
management of the company 

.566 

6.121 12.242 

6 

 Deviation from the prescribed Accounting 
Standards disclosed and explained in the 
financial statements as well   as in the 

corporate governance report of the 
company 

.517 

7 

Number of functional directors in the 
company    (including CMD/MD) 
constitute 50% of the actual  strength of 
the board in your intended company 

.616 

30 
Chairman’s speech at the latest AGM 
include a section in compliance with 
Corporate governance  guidelines 

.778 

31 

Company have a dedicated cell 
responsible for sharing information with 
the stakeholders through  the use of 

proper communication 

.655 

32 
Officers set the new goals of their 
organizations to be achieved in financial 

terms 

.601 

35 

company included in i ts latest annual 

report a statement of its corporate 
objectives (Mission)  which is being 
periodically updated 

.563 
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3 

Disclosure made 

by Audit 
committee 

19 

Audit committee review the management’s  

discussions, analyze the financial conditions and the 
results of operations 

.511 

4.407 8.814 

20 

Company discloses segment-wise profit and loss  

statement as  per Accounting Standard17 issued by 
ICAI 

.736 

26 
Internal audit department report, relating to the  
internal control  weaknesses reviewed by the  audit 

Committee 

.517 

37 
Company’s accounting procedures comply  with the 

Accounting Standards  adopted by ICAI 
.632 

38 
Information regarding the appointment and/or removal 
of chief internal auditor placed before the audit 

committee 

.504 

4 
Human 

Resource 

Management 

39 
The employees are satisfied with the compensation 

policy of the organization 
.751 

4.08 8.16 

40 
The employees are getting retirement benefi t from the 

organization in proper time 
.745 

41 
The incentive schemes are beneficial for the 

employees in the organization 
.624 

42 
The company are disclosing the total   number of 

employees in the annual report 
.557 

44 
workers participation in management of  the company 

as a whole is  visualized 
.554 

5 
Disclosure of 

liquidity 

11 
current liabil ities to shareholders equity affect the 

investor’s mindset whi le investment 
.530 

3.186 6.372 

28 
Current ratio provide valuable information to the 

investor 
.556 

34 
 Current liabilities given in the balance sheet  give 

useful information to the investor 
.671 

36 
Working capital reveal information to the  investor 

while investment  in a company 
.602 

6 
Risk  

Management 

3 
 Risk management needs to include in the 

organization strategy or operational level 
.513 

3.013 6.026 

8 
 Generally board reviews and take remedial actions 

implement the risk management plan 
.560 

17 
The company have risk management plan  approved    

by the board of directors  
.722 

47 

The shares held by the directors of the   company 

affect the shares held by other share holders and 
stake holders of the company 

.558 

7 Environmental 

9 
The companies are taking precautionary measures for 
waste management 

.598 

2.302 4.604 18 
Companies are  adopting its own energy  
conservation policy 

.782 

21 
The company is taking care of for forestation  and 
vegetation 

.649 

8 
Operational 
D isclosure 

46 
liabi lities to total assets given in the balance sheet  

helps the investor 
.550 

1.207 2.414 

48  Fixed assets play pivotal role for the investor .711 

 
Source: Computed and complied

In the table (Table No.3) there were eight factors identified

with the details given above. Further the factor/construct

was tested for its internal consistency and reliability.

The reliability of the factors/construct was assessed by

the coefficient of alpha (Cronbach’s, 1951). The results

were reflected in the Table No. 4 given below where Alpha

value for overall level should be beyond 0.7. It was

considered excellent but for a new scale above 0.6 is

also acceptable (Nunnally, 1978).
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Table No.4

Reliability test result of constructs:

Variable 
No 

Number of 
varaibles 

Factor 
loading 

Cronbach 
alpha 

Factor No. 
Construct 

 
14 

8 

.510 

.742 1 
Financial Disclosure related to 

Capital structure 

15 .542 

22 .648 

24 .567 
25 .719 

27 .773 
43 .553 

45 .560 

4 

7 

.566 

.791 2 
Corporate Governance 

 

6 .517 
7 .616 

30 .778 
31 .655 

32 .601 

35 .563 
19 

5 

.511 
 
 
 

.767 

3 

 
 

Financial disclosure made by 
Audit committee 

20 .736 
26 .517 

37 .632 

38 .504 

39 

5 

.751 

.810 4 Human Resource Management 

40 .745 

41 .624 
42 .557 

44 .554 

11 

4 

.530 

.609 5 
Financ ial   Disclosure related to  

liquidity 
28 .556 
34 .671 

36 .602 
3 

4 

.513 

.762 6 Risk Management 
8 .560 

17 .722 

47 .558 
9 

3 

.598 

.644 7 Environmental Disclosure 18 .782 
21 .649 

46 
2 

.550 
.666 8 Operational Disclosure 

48 .711 

 

Source: Computed and complied

However, analyzing deeply the factors and the clubbed

items within each construct there arise a possibility of

re-clubbing the constructed factor number 5 (Financial

disclosure of liquidity), constructed factor number 3

(financial disclosure made by Audit committee) and

constructed factor number 1 (financial disclosure related

to capital structure) for further condensation of the

obtained components. This was substantiated by

adopting Delphi techniques which was constituted taking

10 jury members (Appendix-I) in the group. After re-

clubbing, the researcher also tested the reliability of the

new factor. The reliability test value of new factor was

.822. It was found that the individual reliability test value

of factor 1, 3 and 5 (Refer: Table No.3 and 4) was less

than the reliability test value of newly clubbed factor.

The detail of the new construct was given below in the

table No. 5.
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Table No.5

restructuring of construct:

V a ria ble 

No 

Num be r of  

v ara ible s 

Fac tor 

loading 

Cronba ch 

a lpha  

Fa ctor 

No 

C onst ru ct  

 

1 4 

1 7 

.51 0 

 

.8 22  
1 

F i na ncia l D isc l osu re  

 

1 5 .54 2 

2 2 .64 8 

2 4 .56 7 

2 5 .71 9 

2 7 .77 3 

4 3 .55 3 

4 5 .56 0 
1 9 .51 1 

2 0 .73 6 

2 6 .51 7 

3 7 .63 2 

3 8 .50 4 

1 1 .53 0 

2 8 .55 6 

3 4 .67 1 

3 6 .60 2 

4 

7  

.56 6 

.7 91  2 
Co rp or ate G o vern a nce  

 

6 .51 7 

7 .61 6 

3 0 .77 8 
3 1 .65 5 

3 2 .60 1 

3 5 .56 3 

3 9 

5  

.75 1 

.8 10  3 
Hu ma n Re sou rce  

Ma na ge me nt 

4 0 .74 5 

4 1 .62 4 

4 2 .55 7 

4 4 .55 4 

3 

4  

.51 3 

.7 62  4 Risk Ma na ge me nt 
8 .56 0 

1 7 .72 2 

4 7 .55 8 

9 

3  

.59 8 

.6 44  5 E n viro nm en ta l D isc l osu re  1 8 .78 2 
2 1 .64 9 

4 6 
2  

.55 0 
.6 66  6 Op er atio na l D isc lo sure 

4 8 .71 1 

Source: Computed and complied

After re-clubbing and reliability test six factors were

identified. The details of the factors are given in table

No. 5 along with number of variables coming under a

factor, factor load, reliability value and the name of the

factor. Hence, basing on the correlation value we reached

at this conjecture that these variables have a strong

bearing on investors’ mindset.

Conclusion

In this paper, six major constructs were identified through

Factor Analysis namely, Operational Disclosure,

Environmental Issues, Financial Disclosure, Risk

Management, HRM and Corporate Governance

Disclosure. We have analyzed the relationship among

investors’ mindset with six factors. Practically the above

identified factors have positive impact on investors’

mindset. Further study among these construct definitely

opens a new vista and helps in unveiling the degree of

inter relationship among them.
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