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 The cement production is one of the most important industries for the 
economic development of a country. The total utilization of cement in a year 
is used as a display of economic development. The new course in demand for 
cement is driven by the explosion in the home sector and infrastructure sector. 
The researcher collected data through Money Control for Ten years from 
2014 to 2023. The researcher used various statistical tools like descriptive 
statistics, correlation, and regression. The correlation result show that H01: 
“There is no significant correlation between operating leverage (OL) and 
return on net worth (RONW)”, which is rejected at the 5% level. Further, 
regression shows that H02: “There is no significant impact of OL on 
RONW”, which is rejected at the 5% level for cement firms in India during 
2014 – 2023.  
Keywords: Operating Leverage, Profitability. 

 

1. Introduction 

This study focuses on the cement firms in India. Because it is a basic requirement for the 

improvement of major economic sectors like agriculture, transport, trade, etc. India is not only one of 

the most important cement-producing countries in the world; at the same time, it is one of the largest 

cement consumers and exporters. It is also necessary for the increase of all types of infrastructural 

facilities like roads, bridges, dams, buildings, etc. Cement production and consumption are indicators 

of a country's progress. 

When a company operates with high fixed costs relative to its total operating costs, it is said to 

be using OL. Using higher fixed operating costs magnifies the alter in profit relative to a given change 

in sales. In other words, when OL is high, a small favourable or unfavourable alter in sales can cause 

a very favourable or unfavourable change in the company's operating profits, or earnings before 

interest and tax. 

A set of trade and industry measurements known as profitability ratios are used to assess how 

profitable a company is in relation to its property, operating costs, or stockholders' equity. It may 
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provide as a window into a company's health and financial performance (FP). Ratios are not employed 

as measurements in and of themselves, but rather as instruments for comparison. 

 
By using profitability analysis, companies can assess their FP and make well-informed 

decisions to increase their bottom line. Businesses can determine their areas of strength and 

weakness and take the necessary steps to optimize profits by evaluating the profitability of 

different goods, services, or business sectors. These are some of the main justifications for why 

profitability analysis is crucial for companies. 

 

2. Reviews 
Vijaya lakshmi and Padmaja Manoharan (2013) in a research manuscript titled, Determinants of 

leverage: An experimental Study of the Indian Metal Industry 15. Determine and examine the factors 

that power the Indian metal firms. The data was analyzed using a panel data performance. According 

to the study, the primary factors influencing the leverage of the Indian metal industry are profitability, 

size, and tangibility. 

 
Kumar (2014) discusses the connection between operational leverage and profitability in BATA India 

Limited in a study titled "An Empirical Study on the Relationship between OL and Profitability in 

BATA India Limited." The piece of BATA India Limited is examined in this study. The study employs 

a survey research plan and makes use of secondary information. BATA India Limited's financial 

statements were gathered over a seven-year period (2005–06 to 2012–13). According to the study's 

research findings, there is a statistically significant positive correlation between OL and ROI. Financial 

leverage (FL) is proven to have a favorable correlation with return on investment. 

Magawati (2019), the study finally selected five telecommunication industries of research samples 

from 2012 - 2018. The outcome of the study is operating performance, financial performance, and 

liquidity has a good effect on profitability. Paswan (2021), in a paper titled “analysis of leverage and 

profitability of Indian cement industry” used 10 years data from 2008 – 2009 to 2017 – 2018 taking 

21 Indian cement firms. The study used return on equity is taken as dependent variable and OL, FL 

and combined leverage (CL) are taken as independent variables. It exposed that there is low level of 

association between leverage and profitability during the learning period. 

Objective 

 To analyze the OL of cement firms. 

 To study the relationship between OL and profitability in cement firms. 
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Research Hypotheses 

H0
1: There is no significant correlation between OL and the RONW of cement firms in India. 

H0
2: There is no significant impact of OL on RONW of cement firms in India. 

 
3. Research Methodology 

 Present researcher focuses on secondary data gather from the Bombay Stock Exchange (BSE) 

and other sources published in the form of journals, newspapers, magazines, and the internet. 

 The current study analyses data for a period of 10 years, from 2014 to 2023. 

  This study selected only nine companies based on data availability. 

 The current study used correlation, and regression for the investigation of the data. 

Analysis and Interpretation  

Table 1 
Final Sample Size: Nine Firms 

Sl. No. Name of the Firms 
1 Ultra Tech Cement.  
2 Shree Cements.  
3 Ambuja Cements. 
4 Dalmia Bharat. 
5 ACC. 
6 J. K. Cement. 
7 Ramco Cements. 
8 JK  Lakshmi Cement. 
9 India Cements. 

      Source: NSE 

Correlation   

The table 2 is used to examine the relationship among the predictor variable and response 

variable, and the correlation between net worth and operating leverage (-0.687) is negative at a 5% 

level. Hence, “H01: There is no significant relationship between operating leverage and return on net 

worth” is rejected at 5% level. 

Table 2 
Correlation Result 

 OL RONW 
OL        Person Correlation 
             Sig. (2-tailed) 
             N 

1 
 

9 

-.687* 
              .041 
                    9 

RONW Person Correlation 
             Sig. (2-tailed) 
             N 

-.687* 
         .041 
              9 

1 
 

                      9 
 Source: NSE 
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*Significant value is 0.05 level (2-tailed). 
 

 
Table 3 

Regression Result  

Variables 
Unstandardized 

Coeff. 
Standardized 

Coeff. t Sig. 
B Std. Error Beta 

RONW 1.412 .161   .000 
OL -1.077 .431 -.687 -2.499 .041 

R 0.68 
R2 0.47 
F 6.24* 

Above table 3 shows that OL has a significant negative coefficient (-1.077) on RONW among 

cement firms in India. Hence, “H02: There is no significant impact of operating leverage on return on 

net worth” is rejected at 5% level. The value of the F statistic is 6.24, which shows a good regression 

and is significant at the 5% level with an R2 of 0.47. 

4. Conclusion 

Any business must prioritize making a profit, and this should be the main goal of business 

strategy.  Profitable companies compensate their owners and reinvest their earnings back into the 

company.  A business cannot exist without earnings.  Additionally, profits can be utilized as capital to 

support a business during challenging times.  Profits are therefore crucial to a company's success. 

Leverage is an instrument used by investors to really boost their potential return on investment. They 

leverage their assets using a variety of instruments, such as margin accounts, futures, and options. 

Leverage is a way for businesses to fund their assets. Instead of issuing shares to raise capital, they can 

use debt to invest in business activities to promote expansion. According to the study's findings, the 

correlation result H01 is rejected at the 5% level. Regression analysis also reveals that H02 is rejected 

at the 5% level. It came to the conclusion that between 2014 and 2023, OL had a major impact on the 

profitability of Indian cement companies. 

Limitations  

 The present study focused to Nine Cement firms listed in NSE only for full-fledged data over 

the study period. 

 The present study to analyse for a period of 10 years i.e., from 2014 to 2023. 
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