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Abstract - This study examines the financial factors influencing 

the profitability of Indian steel companies listed on the BSE 

from 2014 to 2024. It employs a dual analytical approach 

supportive and empirical using panel data methods such as 

pooled OLS, fixed effects, and random effects models to assess 

how internal financial variables like firm size, liquidity, 

leverage, efficiency, and working capital affect profitability. 

Data were drawn from financial reports of ten major Indian 

steel firms sourced from Screener.in and Moneycontrol. The 

findings reveal a consistent association between EPS and ROE 

across all analytical techniques. The Hausman test confirmed 

the fixed effects model as the most appropriate due to its ability 

to account for firm-specific characteristics. Results further 

indicate that firm size and operational efficiency significantly 

enhance profitability, whereas the effects of leverage and 

working capital vary depending on the model applied. These 

insights are valuable for managers, investors, and policymakers 

aiming to improve financial outcomes and optimize resource 

use in India's capital-intensive steel sector. 

Key Words: Profitability, Panel Data, Return on Equity, 

Earnings per Share, Fixed Effects Model, Indian Steel Firms. 

1. INTRODUCTION 

Profitability denotes the capability of a company to earn money 

via its operations with the help of resources at hand; it is 

considered essential in determining the state of financial 

viability and successful operation of the company. In India, 

where the economy is rapidly growing, the iron and steel 

industry plays an important role as its components are 

necessary for the area of infrastructure, production, and 

defense. As a result of the reforms that took place in India in 

1991, Indian steel companies have opened up for foreign 

competition and market liberalization which has arisen the need 

for companies to improve productivity, use resources prudently 

and ensure their ability to earn profits in the sector 

characterized as capital-intensive. As Indian iron and steel 

industry has to adjust to the major fluctuations in raw material 

prices and energy costs, the analysis of the influencing factors 

will become crucial, as managers and investors are concerned 

about the profitability of companies in the industry. 

2. BACKGROUND OF THE STUDY 

The profitability of a company can be influenced by several 

factors and tends to fall into two broad categories, namely 

internal (micro) factors and external (macro) factors. The 

internal factors are those which a company has some control 

over. Such factors include liquidity, leverage, working capital, 

and operational efficiency. On the other hand, external factors 

are those that involve things such as government regulations, 

inflation, foreign investments, etc. 

Although a lot of international studies on factors affecting firms 

profit have been conducted, not much has been done on Indian 

firms using detailed panel data methods. Also, most of Indian 

studies either cover a short time period or have few variables. 

Thus, the current study helps fill these gaps by analyzing a 

number of internal financial variables over a longer time period 

through the example of the top 10 companies listed on BSE for 

the last 10 years (2014-2024). 

This research aims to shed light on the impact of several factors 

including liquidity, leverage, size of the company, working 

capital, and efficiency on profitability by analyzing these 

variables. The results of the research will assist both company 

decision-makers and investors in developing a better strategy 

for improving financial performance. 

3. PROBLEM STATEMENT 

The economy of India has seen high growth in the last few 

years. However, there is a high disparity in companies 

registered at Bombay Stock Exchange (BSE) when it comes to 

generating profits. Profitability plays a vital role for any firm 

since it tells about its functioning and prospects. 

Many past studies have examined the impact of various 

elements on profitability. However, these studies focused on 

only one particular industry or limited data; for instance, studies 

done only on a limited number of companies and for a limited 

time. This shows that many researchers do not understand the 

effectiveness of elements such as liquidity, leverage, size, 

working capital, etc. 

Consequently, there is not adequate information to assist people 

such as business leaders, investors, or policymakers. Therefore, 

it is vital to analyze numerous Indian publicly traded 

organizations over several years with the help of the panel data 

approach to discover internal economic factors that influence 

profitability the most. 
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4. OBJECTIVES OF THE STUDY 

1. The main aim of this study is to find out how different 

financial factors affect the profits of Indian iron and steel 

firms listed on the Bombay Stock Exchange (BSE) from 

2014 to 2024. 

2. To examine how financial factors liquidity, leverage, firm 

size, efficiency, and working capital management impact 

the profitability of iron and steel firms listed on the BSE 

from 2014 to 2024. 

5. REVIEW OF LITERATURE 

Das and Swain (2017) studied the organizational factors which 

impact the financial performance of the firms in India. The 

research shows the positive relationship between marketing 

expenses, brand equity, firm size, and profitability. On the other 

hand, it finds that leveraging has a negative effect on the 

profitability and showing that heavy borrowing is bad for the 

firm. 

Mauwa (2016) studied the publicly listed companies in Rwanda 

and discovered that dividend policy has a positive impact on 

ROA and that capital structure has a negative influence on 

ROE. Hence, profit distribution improves investors' 

confidence, while dependence on borrowings lowers returns to 

equity. 

Das and Swain (2017) studied the mechanisms that influence 

the financial performance of companies in India. The study 

revealed a positive relationship between profitability and 

marketing expenditure, brand equity, size of firm, and dividend 

payment. However, the study found that leverage negatively 

influences profitability; high levels of debt have negative 

consequences on firms. 

Alarussi and Alhaderi (2018) studied Malaysian companies and 

determined that size, working capital (WC), and efficiency all 

had positive ties to profitability. However, they reported that 

leverage and debt-to-equity ratios had negative correlations 

with profitability, thus underscoring the need for better internal 

financial management. 

Olowokure and teammates (2016) researched banks in Nigeria 

and confirmed that the dimensions of the companies and the 

leverage index are among the influencing factors of financial 

reporting quality which leads to firm success. Large companies 

support higher transparency levels and efficiency rates, which 

determines their positive outcomes. 

Innocent et al. (2013) investigated Nigerian pharmaceutical 

firms and established that there are adverse ties between debt 

turnover ratio, creditor turnover, and asset turnover on one side 

and profitability on the other. This indicates that credit 

resources and assets used ineffectively can diminish profits. 

Alipour (2011) conducted a study of companies listed on the 

Tehran Stock Exchange. The findings indicate that there exists 

a positive relationship between efficient working capital 

management and profit-making. Working capital management 

is a means of enhancing liquidity and minimizing the need for 

financial sources. 

Dong and Su (2010) researched Vietnamese companies and 

found out that profitability is inversely related to working 

capital. Excessive current assets can cause inefficiency since 

money becomes immobilized. 

Edi and Binti (2010) conducted an investigation into the 

Malaysian companies and confirmed a strong correlation 

between liquidity and profitability. It is essential for a company 

to maintain optimum liquidity levels thus being able to satisfy 

short-term liabilities and assure investors. 

Al-Homaidi et al. (2019) researched liquidity determinants for 

Indian commercial banks using panel data. They concluded that 

profitability of Indian banks is significantly influenced by 

bank-specific and macroeconomic factors affecting liquidity 

process. 

Matar and Eneizan (2018), after studying the manufacturing 

firms in Jordan, they concluded that capital structure, liquidity, 

and firm size considerably affect the financial performance of 

the firms. This conclusion appears to be true in the Indian 

context also, as firms in capital-intensive sectors are required 

to maintain a well-balanced structure and operating efficiency 

to achieve profitability. 

Dey, Adhikari, and Bardhan (2015) studied the life insurance 

industry in India and found that internal operational efficiency 

such as expense management and premium collection can 

significantly affect the financial performance of the firms. 

Hence, enhanced efficiency within the organizations improves 

profitability, especially in regulated sectors. 

6. RESEARCH GAP 

While numerous global and domestic studies have investigated 

the factors influencing firm profitability, limited empirical 

research has been conducted specifically on Indian listed firms 

using panel data techniques. Most prior Indian studies: 

• Concentrated on time-series or cross-sectional data. 

• Did not thoroughly examine internal firm-level 

factors in an integrated framework, such as working 

capital, business size, liquidity, leverage, and 

corporate efficiency. 

• The results were dispersed and inconsistent, with no 

industry-wide standard methodology. 

This study aims to bridge this gap by: 

-  Using a large number of ten Indian companies that are listed 

on the Bombay Stock Exchange (BSE). 

-  Employing panel data models (pooled, fixed, and random 

effects). 

-  Providing methodological contributions by incorporating 

new variables and robust statistical tools over the 2014-

2024 period. 
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7. HYPOTHESES OF THE STUDY 

H1: Leverage (LEV) is expected to have a positive and 

statistically significant effect on the profitability of Indian 

listed companies. 

H2: Company size (FSIZE) is expected to positively influence 

the profitability of Indian listed companies. 

H3: Liquidity (CR) is anticipated to have a positive impact on 

the profitability of Indian listed companies. 

H4: Company efficiency (CEFF) is expected to positively 

contribute to the profitability of Indian listed companies. 

H5: Working capital (WC) is expected to have a positive 

influence on the profitability of Indian listed companies. 

These hypotheses will be tested using financial data from 2014 

to 2024, collected from the Screener.in website and 

Moneycontrol app, with Return on Equity (ROE) and Earnings 

Per Share (EPS) as the primary measures of profitability. 

8. RESEARCH METHODOLOGY 

Data Source 

The study is based on the use of secondary data gathered from 

the annual statements of companies registered in the Bombay 

Stock Exchange (BSE). More specifically, the data is collected 

from two online sources: 

-  Screener.in: a financial data aggregator used to obtain 

metrics such as balance sheet and income statement 

figures. 

-  Moneycontrol App: an online and mobile application 

providing specific financials, ratios, and profit indicators 

of companies. 

The data covers the time period from 2014 to 2024. 

Sample Selection: The study includes a sample of Indian firms 

listed on the BSE, selected based on the availability of 

consistent financial data across the ten-year period. Extreme 

outliers and firms with missing financial data were excluded to 

maintain robustness. 

Analytical Tools and Model Specification 

To quantify the effect of financial determinants on the 

profitability of Indian iron and steel firms, this research applies 

an econometric analysis suitable for panel datasets. The 

estimation is undertaken using: 

-  Pooled regression 

-  (FEM) Fixed Effects Model 

-  (REM) Random Effects Model 

The choice between fixed and random effects was determined 

using the Hausman Test. 

Model 1: ROEit = β0 + β1FSIZEit + β2WCit + β3CEFFit + β4CRit + 

β5LEVit + εit 

Model 2: EPSit = β0 + β1FSIZEit + β2WCit + β3CEFFit + β4CRit + 

β5LEVit + εit 

Where: 

• Profitability is measured by ROE and EPS. 

• β denotes the intercept (constant term) of the 

regression equation. 

• FSIZE refers to firm size, computed as the natural 

logarithm of total assets. 

• WC indicates working capital, determined as the 

difference between current assets and current 

liabilities. 

• CEFF represents firm efficiency, measured using the 

asset turnover ratio. 

• CR denotes the current ratio, calculated by dividing 

current assets by current liabilities. 

• LEV represents the leverage ratio, measured as the 

ratio of total debt to shareholders' equity. 

Software Used 

Data analysis was performed using Microsoft Excel and 

EViews student version for statistical modeling and 

interpretation. 

Table 0: Variables Used in the Study 

Type of Variable Variable Name Abbreviation Formula / Description 

Dependent Variable Return on Equity ROE Net Income / Shareholders' Equity – Shows how well the company uses shareholders' funds to 

earn profit. 

Earnings per Share EPS Net Income / Number of Shares – Measures profit allocated to each outstanding share. 

Independent 

Variable 
Current Ratio CR CA / CL – Indicates the company's ability to pay short-term debts. 

Leverage LEV Total Debt / Shareholders' Equity – Shows the degree to which a firm is financing operations 

through debt. 

Company 

Efficiency 
CEFF Net Sales / Total Assets – Measures how efficiently assets are used to generate revenue. 

Working Capital WC CA – CL – Reflects the short-term financial health and liquidity. 

Control Variable Firm Size FSIZE Log of Total Assets – Used to control for company size in the analysis. 
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The Top 10 BSE Listed Indian Companies 

1. JSW Steel 

2. TATA Steel 

3. Hindaclo 

4. Jindal Steel 

5. Lloyds Metals 

6. Jindal Stainless Ltd 

7. SAIL 

8. KIOCL Ltd 

9. Sun Flag Iron and Steel Company 

10. Kalyani Steels Ltd 

9. DISCUSSION OF RESULT 

Descriptive Statistics 

The measure of profitability takes place through the integrated 

process of ROE and EPS. Through the measure of ROE we can 

evaluate how efficiently a business utilizes the investments of 

the shareholders, while EPS shows us the level of profitability 

per share of stock. 

Generally speaking, the average performance looked good: 

ROE equals 5.38, which means the profit earned is around 

₹5.38 for every ₹100 paid for the equity of shareholders, while 

EPS equals 13.39 on average. The values of medians, however, 

differ quite a lot from the average values: ROE is equal to 7.15, 

while EPS is equal to 6.70. This indicates that the average was 

skewed down by the existence of several companies that 

performed poorly. 

 

Table 1: Descriptive Statistics (Years 2014 - 2024) 

Sources: computed by the author 

We should also note that ROE among the companies is quite 

different: one company has the ROE equal to 29.91, while 

another one has the ROE equals to -117.76. In terms of EPS, 

the range is even wider: it varies from -32.42 to 85.49. High 

standard deviations of both ROE and EPS indicate that the 

companies are very different from each other in terms of the 

performance. 

When we analyze ROE and EPS from the data, we can say that 

ROE is mostly symmetric with normal distribution, while EPS 

indicates better performance in some companies, though with 

higher variance and has outliers as well. This can be confirmed 

by both skewness and Jarque-Bera test, which shows that ROE 

is normal and EPS is not normal. 

Some companies in our sample can be very profitable, while 

others can barely survive. The consistency of ROE is better 

than that of EPS, although EPS certainly brings in higher 

earnings, as well as risks and volatility. ROE also provides 

better measure of effectiveness in equity usage, while EPS 

indicates individual companies earnings performance that 

might differ significantly. 

Correlation Matrix 

The correlation analysis below examines the strength of 

association among the study's key financial variables. 
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Table 2: Correlation Matrix ROE (Years 2014 - 2024) 

Sources: computed by the author 

 

Table 3: Correlation Matrix EPS (Years 2014 - 2024) 

Sources: computed by the author 

The matrix indicates the presence of a correlation coefficient of 

0.715 between ROE and EPS, which shows that a positive link 

exists between these two financial ratios. Essentially, this 

means that any increase in ROE guarantees corresponding 

positive change in EPS. In simple terms, ROE of organizations 

that efficiently manage the company's capital results in making 

significant profit per share. 

The results of this correlation analysis imply that the two 

metrics behave similarly and can be regarded as important 

indicators of the company's performance. Investors prefer 

seeing companies with both high ROE and EPS since this 

indicates an efficient approach to capital management. In 

addition to that, ROE shows positive correlations with Sales 

Activity (0.604) and Cash Efficiency (0.471). This means that 

firms operating with higher sales volumes and managing cash 

better tend to have positive ROE indicators as well. EPS has 

strong correlations with Company Size (0.704) and Sales 

Activity (0.678). 

Multicollinearity 

 

Table 4: Multicollinearity 

Sources: computed by the author 

The multicollinearity test is a tool that allows us to test whether 

multiple variables in our model are too similar to one another, 

thus making it difficult to assess their respective contributions 

accurately. According to the calculations, the VIF for EPS is 

2.21, and the VIF for ROE is equal to 1.94. As both of these 

values are below a commonly accepted value of 5, we have no 

issues with multicollinearity between EPS and ROE. Thus, the 

two variables do have a connection, but not to the degree that 

they negatively affect each other. Thus, it means that the 

positive correlation we identified earlier between EPS and ROE 

(in our models based on fixed, random, and pooled OLS) is 

valid and unaffected by the high similarities between EPS and 

ROE. 

Autocorrelation 

https://ijsrem.com/


          International Journal of Scientific Research in Engineering and Management (IJSREM) 

                         Volume: 10 Issue: 07 | Jul - 2026                              SJIF Rating: 8.659                                        ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | https://ijsrem.com                                 DOI: 10.55041/IJSREM66453                                      |        Page 6 
 

 

Table 5: Autocorrelation of ROE 

Sources: computed by the author 

 

Table 6: Autocorrelation of EPS 

Sources: computed by the author 

The Durbin-Watson statistic is a method to assess 

autocorrelation in a regression model's errors (residuals). In the 

first model (prior to checking for autocorrelation), the Durbin-

Watson statistic produced a value of 2.81, which is higher than 

2, and indicates the possibility of negative autocorrelation 

meaning that the errors could alternate signs (i.e., one positive 

error followed by a negative error). This is not a common 

occurrence and may be indicative of various misrepresentations 

in the model. 

When regression was performed on panel data (as seen in the 

later regression models for ROE and EPS), the Durbin-Watson 

statistic is below 2 with a value of 1.536 for ROE and 0.9508 

for EPS after regression. This means that there is now positive 

autocorrelation observed as compared to the first model where 

negative autocorrelation was indicated by the earlier Durbin-

Watson result value. 

In summary, before testing for autocorrelation, the model 

exhibited signs of negative autocorrelation, which was later 

found to have changed to positive autocorrelation after the test 

was conducted on a panel data approach. This implies that there 

exists a distinct pattern regarding error terms and corrective 

actions should thus be taken by applying a better model such as 

fixed effects or random effects together with the use of robust 

standard errors. 

Regression Analysis 
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Table 7: Pooled OLS Regression for ROE 

Sources: computed by the author 

 

Table 8: Pooled OLS Regression for EPS 

Sources: computed by the author 
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Pooled OLS findings indicate that EPS exerts an impact on 

ROE with a coefficient equal to 0.361. The implication is that 

whenever EPS increases by 1 unit, ROE corresponds to an 

increase of 0.361 units, which shows that companies with high 

per-share profit usually have high ROE. The p-value of 0.000 

proves that the relationship in question is statistically 

significant and it is very unlikely to occur by chance. Besides, 

the model's R-squared value of 0.564 indicates that 

approximately 56.4% of the variability in ROE can be 

explained by EPS and other variables used in the model. Thus, 

it can be concluded that a company's strong performance in 

terms of earnings per share has a positive influence on its return 

on equity. 

 

 

Table 9: Fixed Effects Model of ROE (FEM) 

Sources: computed by the author 

 

Table 10: Fixed Effects Model of EPS (FEM) 

Sources: computed by the author 

The findings of the Fixed Effect Model indicate that earning 

per share (EPS) is indeed substantially and statistically 

significant to return on equity (ROE) as evidenced by a 

coefficient of 0.371 and a p-value of 0.000. This indicates that 
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every increment/unit increase in the EPS of organizations 

contributes to a corresponding change of almost 0.37 units in 

its ROE, taking into consideration various organization-

specific factors. In practical terms, companies with the 

potential of increasing their EPS are able to utilize capital of 

shareholders in a more efficient manner and thereby improving 

their profit-making ability. This also proves true as evidenced 

by the result of the R-squared metric, which indicates that EPS 

and other relevant financial metrics explain roughly 58.6% of 

the changes in ROE in question. Notably, since this model 

controls for value-range or other immutable differences across 

organizations (i.e., leadership style, industry in which the 

organization operates, or corporate structure), it enables to 

generate more reliable information about the relationships 

between EPS and ROE across periods of time. 

 

Table 11: Random Effects Model (REM) of ROE 

Sources: computed by the author 

 

Table 12: Random Effects Model (REM) of EPS 

Sources: computed by the author 

The Random Effect Model indicates that EPS has a positive and 

statistically significant impact on ROE, as the coefficient for 

EPS is 0.354, which indicates that whenever EPS increases by 

1 unit, ROE increases by about 0.354 units. This means that 
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companies, which are making more income per share, are likely 

to operate efficiently with the use of the shareholders' equity. 

The p-value of 0.000 indicates that the result is statistically 

significant, denoting its high reliability. Furthermore, the R-

squared of the model is equal to 0.622. This means that EPS 

and other variables from the model account for 62.2% of 

variations in ROE. The Random Effect approach presumes 

variability between companies while using the pooled data. As 

a result, the data show that the connection between EPS and 

ROE continues to be valid despite variations among companies 

in terms of their structure and strategies. 

Hausman Test 

 

Table 13: Hausman Test of ROE 

Sources: computed by the author 

 

 

Sources: computed by the author 
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Table 14: Hausman Test of EPS 

Sources: computed by the author 

 

 

Sources: computed by the author 

The Hausman test is tested in order to identify which model, 

the Fixed Effect Model or the Random Effect Model, produces 

better results and is because of the analysis of panel data. The 

test indicates that Chi-square value is equal to 12.45 and its p-

value equals 0.0004. So the value of p-value is much lower than 

0.05 and therefore the tests are statistically significant. With the 

result that Fixed Effect Model is better to use in the analysis. 

Thus, the Fixed Effect Model is better because it includes the 

unique features of firms which influence the hypothesis under 

consideration. In other words, every company has some 

differences, which influence the degree EPS influences ROE, 

like the type of strategy and market position of the company or 

based on its internal policies. Previous results of Fixed Effect 

analysis stated that EPS positively influenced the value of ROE 

because the coefficient equals to 0.371 and p-value is equal to 

0.000. Thus, one may conclude that with the help of Hausman 

test it is possible to make important conclusions about this 

connection. 
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Heteroskedasticity 

 

Table 15: Heteroskedasticity (Panel Cross-section) 

Sources: computed by the author 
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Table 15 (contd.): Heteroskedasticity (Panel Period) 

Sources: computed by the author 

The purpose of the Panel Cross-section Heteroskedasticity LR 

Test and the Panel Period Heteroskedasticity LR Test is the 

same: they help to determine whether the variability in ROE is 

uniform across businesses and has not changed over time. The 

tests yielded a high likelihood ratio statistic in both cases: 70.01 

and 49.65 accordingly, with resultant p-values equal to 0.0000, 

which is under the usual significance level of 0.05, leading to a 

conclusion that the null hypothesis can be rejected and 

heteroskedasticity can be considered present. 

In plain English, it means that the variance of ROE is not 

constant across businesses and time periods—the variance is 

much higher in some cases than in others. This fact is crucial 

since it implies that the traditional regression models might not 

be reliable unless they are modified but it does not decrease the 

importance of EPS as a factor affecting ROE, which is proved 

by strong coefficients in both cases (0.266 in the cross-section 

case and 0.318 in the period case). 

In conclusion, ROE values are not consistent throughout 

companies and periods. And thus, heteroskedasticity can be 

detected in ROE values. In spite of the fact that there are 

companies and periods which deal with a lot of fluctuations in 

ROE, all of them gain higher ROE thanks to high values of 

EPS. 

Normality Test 
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Graph 1: Normality Test of ROE 

Sources: computed by the author 

 

Graph 2: Normality Test of EPS 

Sources: computed by the author 

The normality test especially the Jarque-Bera statistic allows us 

to establish whether the values of ROE and EPS are normally 

distributed which is important for selecting the right statistical 

models. In the case of ROE values the Jarque-Bera statistic is 

calculated as 1.58 which results in the associated p-value of 

0.45 that exceeds 0.05. This suggests that we do not reject the 

null hypothesis which in turn means that the ROE values are 

normally distributed. In simple terms ROE values present a 

normal-shaped data distribution with a clear bell-shaped curve 

and absence of outliers. In contrast EPS presents the Jarque-

Bera statistic equal to 10.37 and the p-value equal to 0.05 which 

indicates that EPS violates the normality assumption which 

means that the values of EPS may vary significantly across 

different companies. 

In conclusion, it should be said that ROE values are stable 

meanwhile EPS values present a wider range of variation which 

leads to the lack of normality that should be taken into 

consideration when working with EPS. 

 

Hypotheses Testing Results 

The hypotheses proposed in this research were verified using 

various panel data regression techniques like the Pooled OLS 

method, the Fixed Effects Model (FEM) and the Random 

Effects Model (REM). Among the five hypotheses presented, 

two hypotheses H2 and H4 were accepted and three were 

rejected based on the statistical significance and direction of the 

coefficient values. The hypothesis H2 on the firm size was 

accepted since firm size showed a significant and positive 

correlation with profitability in all models analyzed. The 

hypothesis H4 on the firm efficiency was also accepted as it 

was shown to have significant positive effect on profitability; 

meaning that companies with efficient utilization of their 

resources get higher profit. 

In contrast, the hypotheses pertaining to leverage (H1), 

liquidity (H3), and working capital (H5) were not supported. It 

was observed that the influence of leverage on profits was both 

inconsistent and non-significant across the study's models, 

indicating that higher levels of debt would not necessarily 
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improve the performance of the company. The hypothesis 

about liquidity was rejected because, although it was 

theoretically assumed to increase profit, the actual statistical 

data did not support this claim. Finally, working capital showed 

no definitive impact on profits, hence leading to the rejection 

of hypothesis H5. The findings as a whole indicate that while 

the size of the company and its efficiency are the major drivers 

of profit, leverage, liquidity, and working capital exist in a more 

complex context and their respective roles may differ across 

companies and periods. 

10. CONCLUSION 

The objective of the research was to explore the internal 

financial determinants that influence the profitability of iron 

and steel companies listed on the Indian stock exchange in the 

period from 2014 to 2024. By utilizing panel data analysis, the 

study focused on the performance of 10 prominent iron and 

steel firms listed on the BSE, and evaluated the impacts of 

various indicators on profitability such as firm size, working 

capital requirement, company efficiency, liquidity and 

leverage, as measured by EPS and ROE. 

The study showed that EPS exhibited a strong and statistically 

significant positive effect on ROE in all tested models. The 

Fixed Effects Model (FEM) was chosen as the most suitable 

out of all models tested since the Hausman test showed the 

importance of company-specific features for the profitability of 

companies. 

The usage of descriptive statistics and correlation analysis 

indicated high variability of profitability across different firms 

and that profitability measured in terms of ROE is positively 

associated with EPS. The analysis of autocorrelation and 

normality illustrates that the behavior of ROE can be described 

as steady and normal while EPS shows larger variations than 

ROE being slightly deviated from the normal distribution 

which points to the differences in risk-return profiles of firms. 

Notwithstanding the presence of heteroskedasticity, the results 

of the study reveal the presence of positive contributions of firm 

efficiency and size to profitability, although the impact of 

leverage and working capital differs depending on the model 

and characteristics of the firm. 

To sum up, the study concludes that EPS, firm efficiency, and 

firm size are the key internal factors defining profitability in the 

iron and steel sector in India. These results help corporate 

managers and investors improving the financial performance of 

firms in the industry. 

REFERENCES 

1. Amato, L.H., & Burson, T.E. (2007). The effects of firm 

size on profit rates in financial services. Journal of 

Economics and Economic Education Research, 8(1), 67–

82. 

2. Athanasoglou, P.P., Brissimis, S.N., & Delis, M.D. (2008). 

Bank-specific, industry-specific and macroeconomic 

determinants of bank profitability. International Financial 

Markets, Institutions and Money, 18(2), 121–136. 

3. Jackling, B., & Johl, S. (2009). Board structure and firm 

performance: Evidence from India's top companies. 

Corporate Governance: An International Review, 17(4), 

492–509. 

4. Dong, H., & Su, J. (2010). The relationship between 

working capital management and profitability: A Vietnam 

case. International Research Journal of Finance and 

Economics, 49(1), 59–67. 

5. Burja, C. (2011). Factors influencing the company's 

profitability. Annales Universitatis Apulensis Series 

Oeconomica, 13(2), 215–224. 

6. Alipour, M. (2011). Working capital management and 

corporate profitability: Evidence from Iran. World Applied 

Sciences Journal, 12(7), 1093–1099. 

7. Charumathi, B. (2012). On the determinants of profitability 

of Indian life insurers: An empirical study. Proceedings of 

the World Congress on Engineering, London, Vol. 1. 

8. Almajali, A.Y., Alamro, S.A., & Al-Soub, Y.Z. (2012). 

Factors affecting the financial performance of Jordanian 

insurance companies listed at Amman Stock Exchange. 

Journal of Management Research, 4(2), 266–289. 

9. Ghosh, S. (2006). Do board characteristics affect corporate 

performance? Firm-level evidence for India. Applied 

Economics Letters, 13(7), 435–443. 

10. Innocent, E.C., Mary, O.I., & Matthew, O.M. (2013). 

Financial ratio analysis as a determinant of profitability in 

Nigerian pharmaceutical industry. International Journal of 

Business and Management, 8(8), 107–117. 

11. Abbas, Q., Hunjra, A.I., Azam, R.I., Ijaz, M.S., & Zahid, 

M. (2014). Financial performance of banks in Pakistan 

after merger and acquisition. Journal of Global 

Entrepreneurship Research, 4(1), 13. 

12. Deitiana, T., & Habibuw, L.G. (2015). Factors affecting 

the financial performance of property and real estate 

companies listed at Indonesia Stock Exchange. Asian 

Business Review, 5(11), 2304–2613. 

13. Das, C.P., & Swain, R.K. (2017). Impact of organizational 

factors on financial performance. Parikalpana – KIIT 

Journal of Management, 13(2), 151–159. 

14. Bouzgarrou, H., Jouida, S., & Louhichi, W. (2017). Bank 

profitability during and before the financial crisis: 

Domestic vs. foreign banks. Research in International 

Business and Finance. 

15. Alarussi, A.S., & Alhaderi, S.M. (2018). Factors affecting 

profitability in Malaysia. Journal of Economic Studies, 

45(3), 442–458. 

 

https://ijsrem.com/

