
VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  

Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., Google Scholar, 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)],  

The American Economic Association's electronic bibliography, EconLit, U.S.A., 

Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 

Circulated all over the world & Google has verified that scholars of more than 5555 Cities in 190 countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

http://ijrcm.org.in/ 

 

 



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii

CONTENTS 
 

 

Sr. 
No. 

 

TITLE & NAME OF THE AUTHOR (S) 
Page 
No. 

1. SYNERGIES IN BUSINESS VALUATION 
DR. REVATHI IYER 

1 

2. A STUDY ON THE VARIOUS ISSUES OF TRAINING OF ASSAM POLICE PERSONNEL 
DR. SANJIB RAJ & DR. AJANTA B. RAJKONWAR 

5 

3. A STUDY OF GREEN BANKING INITIATIVES IN SELECTED PUBLIC AND PRIVATE SECTOR BANKS IN INDIA 
KARTHIK & DR. D.V. HONAGANNAVAR 

11 

4. STUDY OF CO–OPERATION IN ECONOMIC DEVELOPMENT AND PROCEDURE OF SELF HELP GROUPS IN 
CHHATTISGARH STATE 
RANJIT KUMAR & DR. OP CHANDRAKAR 

15 

5. OCTAPACE CULTURE: A PREDICTOR OF FACULTY PERFORMANCE 
SUVARNA LAPALIKAR & DR. KAMLESH BHANDARI 

18 

6. INFRASTRUCTURE MANAGEMENT IN IT PARKS WITH SPECIAL REFERENCE TO TECHNOPARK, 
TRIVANDRUM 
R. JOLLY ROSALIND SILVA & DR. A. MORARJI 

22 

7. A DESCRIPTIVE STUDY ON REASONS FOR EMPLOYEE ATTRITION BEHAVIOR IN HOTELS AND 
RESTAURANTS OF LUCKNOW CITY: OWNERS/ MANAGERS PERSPECTIVE 
DR. GAURAV PANDE & LEON CHUNG 

25 

8. PURCHASING BEHAVIOUR OF RURAL CONSUMERS IN SOUTH INDIA WITH REFERENCE TO FMCG 
DR. K. VENKATA JANARDHAN RAO & SRIVALLI J 

30 

9. PRICE BEHAVIOUR OF GOLD AND SILVER AT MCX WITH SPECIAL REFERENCE TO GOODWILL 
COMMODITIES, PUDUCHERRY 
R. MENAHA & DR. S. POUGAJENDY 

33 

10. CONSTRUCTION OF OPTIMAL EQUITY PORTFOLIO WITH APPLICATION OF SHARPE SINGLE INDEX 
MODEL: A COMPARATIVE STUDY ON FMCG AND AUTO SECTORS 
T. MALLIKHARJUNARAO & DR. S. ANITHADEVI 

37 

11. ADVERTISEMENTS SHOWING CHILDREN: AN ETHICAL PERSPECTIVE 
DR. D. MEHTA & DR. NAVEEN K MEHTA 

44 

12. THE EFFECTS OF HUMAN RESOURCE OUTSOURCING ON ORGANISATIONAL PERFORMANCE (A CASE 
STUDY OF POST BANK KENYA LTD.) 
CLIFFORD G. MACHOGU, JOHN WEKESA WANJALA, RICHARD JUMA OTIENO & JAMES KIBE 

47 

13. AN EXTENDED STUDY ON THE OFFENCES UNDER NEGOTIABLE INSTRUMENTS ACT WITH SPECIAL 
REFERENCE TO CHEQUE BOUNCING 
DR. I. FRANCIS GNANASEKAR & S.M.MOHAMED MISKEEN 

52 

14. CRITICAL EVALUATION OF THE RECRUITMENT PROCESS OF BUSINESS DEVELOPMENT EXECUTIVE AT 
PRIVATE SECTOR BANK, PUNE 
SHIKHA SINDHU & NATASHAA KAUL 

55 

15. DEVIATIONS OF INVESTMENT INSTRUMENTS PORTFOLIO FROM IRDA GUIDELINES IN LIFE INSURANCE 
MONA JINDAL 

60 

16. DEMONETIZATION AND ITS IMPACT 
DR. YASHODA 

65 

17. PROFITABILITY AND LIQUIDITY RATIOS ANALYSIS: AN EMPIRICAL STUDY OF PANYAM CEMENTS & 
MINERAL INDUSTRIES LTD. 
B R MURTHY, M KALPANA. & S PURNACHANDRA RAO 

67 

18. MARINE TRADE MEDIATOR’S SATISFACTION TOWARDS PRIVATE CONTAINER FREIGHT STATION 
SERVICES IN TUTICORIN 
SENTHIL KUMAR S & DR. JEBA PRIYA 

70 

19. A STUDY ON SATISFACTION OF BANKING CUSTOMERS TOWARDS ONLINE SERVICES 
HELNA K PAUL, NOUFAL C K & FASNA P P 

77 

20. FINANCIAL INCLUSION Vs. FINANCIAL EXCLUSION: AN OVERVIEW 
LAVANYA K.N. 

80 

 REQUEST FOR FEEDBACK & DISCLAIMER 82 



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii

CHIEF PATRON 
Prof. (Dr.) K. K. AGGARWAL 

Chairman, Malaviya National Institute of Technology, Jaipur 
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India) 

Chancellor, K. R. Mangalam University, Gurgaon 

Chancellor, Lingaya’s University, Faridabad 

Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 
 

FOUNDER PATRON 
Late Sh. RAM BHAJAN AGGARWAL 

Former State Minister for Home & Tourism, Government of Haryana 

Former Vice-President, Dadri Education Society, Charkhi Dadri 

Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 
 

FORMER CO-ORDINATOR 
Dr. S. GARG 

Faculty, Shree Ram Institute of Business & Management, Urjani 
 

ADVISOR 
Prof. S. L. MAHANDRU 

Principal (Retd.), Maharaja Agrasen College, Jagadhri 
 

EDITOR 
Dr. R. K. SHARMA 

Professor & Dean, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 
 

CO-EDITOR 
Dr. BHAVET 

Faculty, Shree Ram Institute of Engineering & Technology, Urjani 
 

EDITORIAL ADVISORY BOARD 
Dr. CHRISTIAN EHIOBUCHE 

Professor of Global Business/Management, Larry L Luing School of Business, Berkeley College, USA 

Dr. JOSÉ G. VARGAS-HERNÁNDEZ 

Research Professor, University Center for Economic & Managerial Sciences, University of Guadalajara, Gua-

dalajara, Mexico 

Dr. M. N. SHARMA 
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal 

Dr. TEGUH WIDODO 

Dean, Faculty of Applied Science, Telkom University, Bandung Technoplex, Jl. Telekomunikasi, Indonesia 

Dr. M. S. SENAM RAJU 
Professor, School of Management Studies, I.G.N.O.U., New Delhi 

Dr. KAUP MOHAMED 

Dean & Managing Director, London American City College/ICBEST, United Arab Emirates 

Dr. ANIL K. SAINI 
Professor, Guru Gobind Singh Indraprastha University, Delhi 

  



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv

Dr. ARAMIDE OLUFEMI KUNLE 

Dean, Department of General Studies, The Polytechnic, Ibadan, Nigeria 

Dr. SYED TABASSUM SULTANA 

Principal, Matrusri Institute of Post Graduate Studies, Hyderabad 

Dr. MIKE AMUHAYA IRAVO 

Principal, Jomo Kenyatta University of Agriculture & Tech., Westlands Campus, Nairobi-Kenya 

Dr. NEPOMUCENO TIU 

Chief Librarian & Professor, Lyceum of the Philippines University, Laguna, Philippines 

Dr. ANA ŠTAMBUK 

Head of Department of Statistics, Faculty of Economics, University of Rijeka, Rijeka, Croatia 

Dr. FERIT ÖLÇER 
Professor & Head of Division of Management & Organization, Department of Business Administration, Fac-

ulty of Economics & Business Administration Sciences, Mustafa Kemal University, Turkey 

Dr. SANJIV MITTAL 
Professor & Dean, University School of Management Studies, GGS Indraprastha University, Delhi 

Dr. SHIB SHANKAR ROY 

Professor, Department of Marketing, University of Rajshahi, Rajshahi, Bangladesh 

Dr. NAWAB ALI KHAN 
Professor & Dean, Faculty of Commerce, Aligarh Muslim University, Aligarh, U.P. 

Dr. SRINIVAS MADISHETTI 
Professor, School of Business, Mzumbe University, Tanzania 

Dr. ABHAY BANSAL 
Head, Department of Information Technology, Amity School of Engg. & Tech., Amity University, Noida 

Dr. KEVIN LOW LOCK TENG 

Associate Professor, Deputy Dean, Universiti Tunku Abdul Rahman, Kampar, Perak, Malaysia 

Dr. OKAN VELI ŞAFAKLI 
Associate Professor, European University of Lefke, Lefke, Cyprus 

Dr. V. SELVAM 
Associate Professor, SSL, VIT University, Vellore 

Dr. BORIS MILOVIC 

Associate Professor, Faculty of Sport, Union Nikola Tesla University, Belgrade, Serbia 

Dr. N. SUNDARAM 
Associate Professor, VIT University, Vellore 

Dr. IQBAL THONSE HAWALDAR 

Associate Professor, College of Business Administration, Kingdom University, Bahrain 

Dr. MOHENDER KUMAR GUPTA 
Associate Professor, Government College, Hodal 

Dr. ALEXANDER MOSESOV 

Associate Professor, Kazakh-British Technical University (KBTU), Almaty, Kazakhstan 

RODRECK CHIRAU 

Associate Professor, Botho University, Francistown, Botswana 

Dr. PARDEEP AHLAWAT 
Associate Professor, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak 

Dr. DEEPANJANA VARSHNEY 

Associate Professor, Department of Business Administration, King Abdulaziz University, Saudi Arabia 

Dr. BIEMBA MALITI 
Associate Professor, School of Business, The Copperbelt University, Main Campus, Zambia 

Dr. KIARASH JAHANPOUR 

Research Adviser, Farabi Institute of Higher Education, Mehrshahr, Karaj, Alborz Province, Iran 

  



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v

Dr. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

YU-BING WANG 

Faculty, department of Marketing, Feng Chia University, Taichung, Taiwan 

Dr. MELAKE TEWOLDE TECLEGHIORGIS 

Faculty, College of Business & Economics, Department of Economics, Asmara, Eritrea 

Dr. SHIVAKUMAR DEENE 
Faculty, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

Dr. THAMPOE MANAGALESWARAN 

Faculty, Vavuniya Campus, University of Jaffna, Sri Lanka 

Dr. JASVEEN KAUR 

Head of the Department/Chairperson, University Business School, Guru Nanak Dev University, Amritsar 

SURAJ GAUDEL 

BBA Program Coordinator, LA GRANDEE International College, Simalchaur - 8, Pokhara, Nepal 

Dr. RAJESH MODI 
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

 

FORMER TECHNICAL ADVISOR 
AMITA 

 

FINANCIAL ADVISORS 
DICKEN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

 

LEGAL ADVISORS 
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENT 
SURENDER KUMAR POONIA 

 

  



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to the recent developments & practices in the areas of Com-

puter Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; Economics; 

Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; Corporate Gov-

ernance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting Theory & Practice; 

Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History; 

Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International Economics 

& Trade; International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; Demography: Development Planning; Development 

Studies; Applied Economics; Development Economics; Business Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics; 

Political Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management; 

Management Information Systems (MIS); Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; 

Health Care Administration; Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Or-

ganizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; Pro-

duction/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; Re-

tailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; Transpor-

tation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; Computer 

Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete Structures; Internet; Management Information Systems; Mod-

eling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Pro-

gramming Languages; Robotics; Symbolic & Formal Logic; Web Design and emerging paradigms in allied subjects. 

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format 

after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online 
submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).  

GUIDELINES FOR SUBMISSION OF MANUSCRIPT 
 

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

 

THE EDITOR 

IJRCM 

 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF______________________________________________________________. 

(e.g. Finance/Mkt./HRM/General Mgt./Engineering/Economics/Computer/IT/ Education/Psychology/Law/Math/other, please 

specify) 

 

DEAR SIR/MADAM 

Please find my submission of manuscript titled ‘___________________________________________’ for likely publication in one of 

your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published anywhere in any language 

fully or partly, nor it is under review for publication elsewhere. 

I affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to inclusion of 

their names as co-authors. 

Also, if my/our manuscript is accepted, I agree to comply with the formalities as given on the website of the journal. The Journal has 

discretion to publish our contribution in any of its journals. 

 

NAME OF CORRESPONDING AUTHOR     : 

Designation/Post*       : 

Institution/College/University with full address & Pin Code   : 

Residential address with Pin Code     : 

Mobile Number (s) with country ISD code    : 

Is WhatsApp or Viber active on your above noted Mobile Number (Yes/No) : 

Landline Number (s) with country ISD code    : 

E-mail Address       : 

Alternate E-mail Address      : 

Nationality        : 

* i.e. Alumnus (Male Alumni), Alumna (Female Alumni), Student, Research Scholar (M. Phil), Research Scholar (Ph. D.), JRF, Research Assistant, Assistant 

Lecturer, Lecturer, Senior Lecturer, Junior Assistant Professor, Assistant Professor, Senior Assistant Professor, Co-ordinator, Reader, Associate Profes-

sor, Professor, Head, Vice-Principal, Dy. Director, Principal, Director, Dean, President, Vice Chancellor, Industry Designation etc. The qualification of 

author is not acceptable for the purpose. 



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vii

 

NOTES: 

a) The whole manuscript has to be in ONE MS WORD FILE only, which will start from the covering letter, inside the manuscript. pdf. 

version is liable to be rejected without any consideration. 

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (e.g. Finance/Marketing/HRM/General Mgt./Engineering/Economics/Computer/IT/ 

Education/Psychology/Law/Math/other, please specify) 

c) There is no need to give any text in the body of the mail, except the cases where the author wishes to give any specific message 

w.r.t. to the manuscript. 

d) The total size of the file containing the manuscript is expected to be below 1000 KB. 

e) Only the Abstract will not be considered for review and the author is required to submit the complete manuscript in the first 

instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email within twenty-four hours and in case of non-receipt of 

acknowledgment from the journal, w.r.t. the submission of the manuscript, within two days of its submission, the corresponding 

author is required to demand for the same by sending a separate mail to the journal. 

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except on the covering letter and the 

cover page of the manuscript, in the manner as mentioned in the guidelines. 

 

2. MANUSCRIPT TITLE: The title of the paper should be typed in bold letters, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and email/al-

ternate email address should be given underneath the title. 

4. ACKNOWLEDGMENTS: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any. 

5. ABSTRACT: Abstract should be in fully Italic printing, ranging between 150 to 300 words. The abstract must be informative and eluci-

dating the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full. 

6. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic 

order separated by commas and full stop at the end. All words of the keywords, including the first one should be in small letters, except 

special words e.g. name of the Countries, abbreviations etc.  

7. JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at www.aea-

web.org/econlit/jelCodes.php. However, mentioning of JEL Code is not mandatory. 

8. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It should be free 

from any errors i.e. grammatical, spelling or punctuation. It must be thoroughly edited at your end. 

9. HEADINGS: All the headings must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading. 

10. SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.  

11. MAIN TEXT:  

THE MAIN TEXT SHOULD FOLLOW THE FOLLOWING SEQUENCE: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESIS (ES) 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS  

 CONCLUSIONS 

 LIMITATIONS 

 SCOPE FOR FURTHER RESEARCH 

 REFERENCES 

 APPENDIX/ANNEXURE 

The manuscript should preferably be in 2000 to 5000 WORDS, But the limits can vary depending on the nature of the manuscript. 



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

viii

 

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self-explained, and the titles must be 

above the table/figure. Sources of data should be mentioned below the table/figure. It should be ensured that the tables/figures are 

referred to from the main text.  

13. EQUATIONS/FORMULAE: These should be consecutively numbered in parenthesis, left aligned with equation/formulae number placed 

at the right. The equation editor provided with standard versions of Microsoft Word may be utilised. If any other equation editor is 

utilised, author must confirm that these equations may be viewed and edited in versions of Microsoft Office that does not have the 

editor. 

14. ACRONYMS: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined 

on its first use in each section e.g. Reserve Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections. 

15. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised 

references in the preparation of manuscript and they may follow Harvard Style of Referencing. Also check to ensure that everything 

that you are including in the reference section is duly cited in the paper. The author (s) are supposed to follow the references as per 

the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc., in chronologically ascending 

order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italic printing. Double quotation marks are used for titles of journal articles, book chapters, 

dissertations, reports, working papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parenthesis. 

• Headers, footers, endnotes and footnotes should not be used in the document. However, you can mention short notes to elucidate 

some specific point, which may be placed in number orders before the references. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS  

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited 

by David Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES  

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Jour-

nal of Urban Economics, Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS  

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Asso-

ciation, New Delhi, India, 19–23 

UNPUBLISHED DISSERTATIONS  

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES  

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed.  

WEBSITES 

• Garg, Bhavet (2011): Towards a New Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp



VOLUME NO. 8 (2017), ISSUE NO. 08 (AUGUST)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

1

SYNERGIES IN BUSINESS VALUATION 
 

DR. REVATHI IYER 

DEAN (ACADEMICS) 

KIRLOSKAR INSTITUTE OF ADVANCED MANAGEMENT STUDIES 

YANTRAPUR HARIHAR 

 
ABSTRACT 

Since the 1980s, conventional wisdom has been that most acquisitions do not succeed. In 1987, Michael Porter of Harvard University observed that between 50% 

and 60% of acquisitions were failures; several other studies support this conclusion. Mercer Management Consulting noted that between 1984 and 1994, 60% of 

the firms in the “Business Week 500” that had made a major acquisition were less profitable than their industry. In 2004, McKinsey calculated that only 23% of 

acquisitions had a positive return on investment. Boston Consulting Group, in 2007, suggested that acquisitions transfer value from the acquirer’s shareholders to 

those of the target. Results vary depending on the type of acquisition, the similarity of the two protagonists, the industry, involved international or domestic 

competition, etc. but the overall trend remains the same, even though there are major difficulties in measuring acquisition performance. Usual methods such as: 

measuring the stock market reaction; valuing the entity after acquisition; determining abnormal returns, synergies & economies of scale, are all unable to isolate 

the individual impact of the acquisition from those multitude of events that occur all the time in business.  
 

KEYWORDS 
mergers, valuations, synergies, abnormal losses, differential efficiency. 

 

INTRODUCTION 
n the long history of business, there never have been as many acquisitions as took place in the mid-2000s; for example, in 2007, firms spend a record $4.5 

trillion dollars in cash and securities worldwide on such transactions. However, the vast majority of them do not create shareholder value and some even 

destroy it. There are many explanations for this phenomena; lack of cultural integration of two different, often competitive entities, and failure to achieve 

promised economies of scale and synergies, are the most common. So why do businesses continue to seek this form of growth if the returns are unsatisfactory? 

Possible reasons are: “eat or be eaten”, the importance of size, the ego and the economic interests of the leaders, copy-cat behavior, pressure from investors, 

globalization, and predators from emerging economies. As the trend shows no sign of letting up, maybe acquisitions are actually more effective than previously 

thought.  

An analysis of 302 major mergers that took place in the six years between July 1, 1995 and August 31, 2000, published in Business Week magazine, October 4, 

2002, revealed that 61% diminished value for the stockholders of the acquirer. One year after the deals, their mean return was 25 percentage points below the 

average of comparable companies. Only 39% improved values, with an average return of 28 percentage points above their peers. Overall, the rate of return was 

4.3% below that of competitors and 9.2% less than the Standard & Poor's 500 Index. 

It is generally seen that there are four basic mistakes, which are the main causes of failed deals:  

1. Overestimating cost savings and synergies.  

2. Paying excessive prices, which transfer the bulk of the economic gains to the shareholders of the target rather than to those of the acquirer.  

3. Delays in integrating operations, frustrating both customers and employees.  

4. Concentrating on cost cutting and paying little attention to revenue enhancement and retention of top sales staff.  

 

WHY MERGE?  
As there seem to be numerous reasons speaking against mergers and acquisitions, one must ask why so many eager participants pursue them so vigorously in so 

many fields. Listed below are many of the reasons quoted by management for engaging in merger and acquisition activity.  

A. DIFFERENTIAL EFFICIENCY  
This is the predominant reason for mergers. For example, the management of ABC Corp. is more efficient than that of XYZ, Inc. If after merging, the efficiency of 

XYZ is brought up to that of ABC, the overall returns will improve, unless a too high premium over book value was paid. This type of transaction results in social, 

as well as shareholder gains. Entities operating similar businesses are most likely to succeed in this situation, as they are able to detect below average performance 

and have the know-how to improve it.  

B. INADEQUATE MANAGEMENT  
The target's management may be quite able, but simply not on the same level of efficiency as that of the acquirer. In other cases, the target's inept management 

may have been a main reason for an acquirer to act. 

C. OPERATING SYNERGIES  
Horizontal mergers between competitors may result in economies of scale or better utilization of capacity. Complementary capabilities, such as overlapping regions 

or common lists of suppliers/customers can lead to improvements in efficiencies beyond those available through internal expansion. Provided it does not infringe 

on anti-trust laws, vertical integration combining firms at different levels of an industry, may result in beneficial and more profitable coordination of operations.  

D. FINANCIAL ENGINEERING  
A merger combining two or more similar organizations in different parts of the country may result in a lower cost of capital, making both debt and equity funds 

cheaper. This would be partly due to reductions in risks and a lower-size premium. If the various cash flows advance independently of each other, with one making 

up for a slack period in its counterpart, the possibility of failure is lowered and the cost of debt may be reduced even further.  

At the time of writing (January 2011) interest rates are low, another related benefit is that the return on a cash purchase will normally exceed 3% of money in the 

bank (about 1%).  

E. UNDERVALUATION  
Many mergers are, in effect, stimulated by a build-or-buy choice for the acquirer. If the target is sufficiently undervalued so that additional capacity, at a cost 

comparable to building it new could be immediately obtained, the transaction is advantageous. At various times in the past, Tobin's Q-Ratio (the total market 

value of a firm divided by the replacement value of its net assets) for many entities has been below one. For example, if the Q-Ratio is 0.80 and the average 

premium over book value is 35%, the resulting purchase price is only 1.08 times the replacement costs of the net assets; the premium representing the going 

concern element. Changes in Tobin's Q-Ratio partially explain why merger activity rises and falls during growth and recession periods. This does not however, 

apply to intangible assets, which may have a higher value to an acquirer than to the target. For example, a cotton-spinning mill was the most efficient in the 

industry because it had developed robots that made three independent attempts to fix broken threads on the fly, without shutting down the equipment or calling 

for human assistance. Although they were successful only 30% of the time, the plant was able to deliver more than its rated capacity based on standard down 

time. Privately owned, it was acquired at a high PER by a public company, which then proceeded to apply the technology to all its plants. 

  

I 
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F. STRATEGIC OBJECTIVES  
One well-established approach to increasing stockholder value is to enter into a merger to achieve a strategic objective, such as geographical expansion, economies 

of scale or taking advantage of managerial capabilities that are not fully resourced. Each of these creates synergies, which are required by FASB to be taken into 

account in determining fair value.  

G. MANAGEMENT EGO  
An active market for "corporate control" can manifest itself in a variety of industries. Acquirers are driven by many of the previously mentioned reasons but in 

some cases by "managerialism" – more commonly known as “ego trips”. These have been a motivation for founding many conglomerates based on the philosophy 

that bigger is better. They also give senior executives an opportunity to enhance their compensation—at least for a few years. But not all ends well, and greedy 

executives may indeed come at a high price for many. 

H. MARKET POWER  
This is based on the usually erroneous assumption that a larger firm has greater market power and stronger relationships with its customers. In horizontal mergers, 

a lower number of participants in an industry may be advantageous to the remaining ones.  

I. PRACTICE MAKES PERFECT  
In 2000, Bain & Company, international management consultants, studied 724 US companies with revenues of more than $500 million, and examined the results 

of the 7,475 acquisitions they had made since 1986 by comparing management's approach to acquisitions with returns delivered to shareholders.  

Based on splitting buyers into the following four groups, the results were reported in the Harvard Business Review, March 2003.  

1. Constant: Acquired irrespective of economic cycles  

2. Recession: Increased activities during recessions  

3. Growth: Acted principally in growth periods  

4. Doldrums: Tended to concentrate purchases in periods between recession and growth.  

The most significant conclusion is that the more deals an entity undertook, the more value it delivered. Those completing over 20 deals in 15 years on average 

outperformed firms that made four or less by a factor of 1.7, and non-buyers by almost 2. While frequency is important, so is consistent activity through economic 

cycles. Constant buyers were by far the most successful, outperforming the growth category by 2.3 times and the doldrums by a factor of 1.8. Recession came in 

second, exceeding growth by 1.4 times.  

The most successful buyers followed similar patterns. They started with small deals, formalized their processes and created feedback systems to insure they would 

learn from mistakes. Targets were continually reviewed and promising entities identified. Line management was involved in due diligence, permanent teams were 

established and clear parameters devised for integration.  

Most importantly, constant buyers excelled at saying "no". Some parties to a deal, such as investment bankers, often have powerful incentives for it to be con-

summated, but successful acquirers set a "walk-away" price and stick to it.  

With mergers, the risks of giving in to wishful thinking are high. Even if the planning is sound, the price right and the expected synergies are achieved, there is still 

the chance that Murphy's Law, "anything that can go wrong will go wrong", might manifest itself. 

 

DETERMINATION OF SYNERGIES  
In planning a business combination and establishing the price to be offered, an acquirer frequently anticipates considerable synergies and strategic advantages 

resulting from the addition. However, those benefits often fail to materialize to the extent envisaged and, as pointed out in the Business Week article mentioned 

at the beginning of this chapter, overpaying for expected synergies is a major reason for failure. The key to successful transaction is to "pay for what you get, not 

for what you think you get", and to make sure that the gains are shared fairly between both sets of stockholders.  

Synergies are represented by the net incremental discretionary cash flows directly arising from the transaction. They generate much of the hoped-for higher value 

of the combined enterprise than the sum of its predecessors. In addition to increasing discretionary cash flows, benefits arising from a merger may also reduce 

risks associated with operations of either entity and have a positive impact on creating future opportunities.  

The Fair Value of a reporting or cash generating unit, requires the valuator to take into account the benefits of the anticipated synergies that could be obtained 

by market participants. This means that Fair value is at some strategic level and may be higher than fair market value  

A. INTRINSIC AND INVESTMENT VALUES  
When negotiating the purchase price, the acquirer is likely to accept "what it gets" as a “floor”. This is the fair market value of the target as it stands, commonly 

known as intrinsic value. The “ceiling” is "what it thinks it gets", represented by the investment value which takes into consideration planned changes, anticipated 

expansions, expected future opportunities and the changed risk profile. The purchase price normally falls between these two amounts. A means of obtaining both 

amounts are described in the section, "Quantification of Synergies".  

B. ALLOCATION OF BENEFITS  
In any merger or acquisition, the benefits resulting from the transaction should be split between both sets of shareholders. 

C. SHAREHOLDERS OF THE TARGET  
The shareholders of the target receive the greater portion when:  

1. Its existing prospects appear better than those of the acquirer and so increase the intrinsic value. However, this may turn out to be just an illusion.  

2. Both managements, in collaboration, identify more benefits than the acquirer alone, leading to a higher investment value. Such rosy forecasts sometimes result 

in imaginary synergies, discount rates that do not reflect all the risks and exaggerated estimates of the acquirer's abilities, leading to overpayment.  

3. A "White Knight" appears to instigate competitive bidding.  

D. SHAREHOLDERS OF THE ACQUIRER  
To ensure that the shareholders of the acquirer receive a reasonable portion of the synergies and benefits, a maximum price must be established for the purchase. 

This will reflect:  

1. Expected benefits  

2. Costs associated obtaining them  

3. When they are to be received  

4. Likelihood of achieving them  

5. Risks associated with their realization  

 

QUANTIFICATION OF SYNERGIES  
The definition of Fair Value was discussed in a previous Chapter together with its relationship to fair market value. It assumes that the acquirer is able to obtain 

those synergies, available to market participants. If they are not realized and the Fair Value of the net assets turns out to be less than the amount paid, a goodwill 

impairment loss will likely occur.  

A. SOURCES OF SYNERGIES  
Synergies fall into two broad categories: increased revenues and cost savings; both may affect the amount paid for the target.  

B. FACTORS THAT INCREASE REVENUES  
i. Cross-selling of complementary items  

ii. Integration of product lines  

iii. Diversification of customers  

iv. Better use of sales channels and marketing programs  
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v. Higher selling prices  

C. FACTORS THAT REDUCE COSTS  
i. Accelerated entry to the target's business  

ii. Improved economies of scale  

iii. Increased purchasing power and volume discounts  

iv. Lower cost of capital  

v. Access to better technology  

vi. Secure source of supplies  

vii. Elimination of duplicate administrative activities  

viii. Reduced capital expenditures  

ix. Improved use of working capital  

x. Better capacity utilization and productivity  

D. EXTRA EXPENSES  
Integrating an acquirer and a target normally leads to extra expenses, one-time occurrences not often subjected to the same level of analysis as applied to predicted 

revenue increases and cost reductions. They frequently exceed the budget and sometimes the acquirer's wildest expectations. In applying SFAS 141(R) or IFRS 3, 

this characteristic must be taken into account by the valuators.  

Potential extra costs are set out below, some one-time expenses, others will spread over more than one reporting period.  

i. Temporary double management  

ii. Severance pay  

iii. Combining sales forces, control and information systems  

iv. Dealing with overlapping customer relationships  

v. Transferring personnel  

vi. Monitoring the integration  

vii. Terminating leases  

viii. Additional legal activities  

ix. Unforeseen actions of competitors  

x. Miscellaneous contingencies  

xi. Assimilating the different business cultures  

xii. Company moving costs  

E. THE VALUE OF SYNERGIES  
Synergies are difficult to value directly; they are often quantified by the difference between the investment and intrinsic values of the target (see above). Both are 

established separately for existing operations, emerging activities and future opportunities.  

The intrinsic value of existing operations is commonly obtained by capitalizing current earnings. Emerging activities are almost always valued by discounting 

projected cash flows, while future opportunities will usually be given little weight until target's management provides more detailed information. In all cases, the 

Market Approach, based on Guidelines, should be used as confirmation of the primary method chosen.  

For investment value, FASB and IASB recommend the Discounted Cash Flows method. The Boards do not differentiate between existing operations, emerging 

activities and future opportunities. While their suggestion is satisfactory for the first two, the Real Option method is sometimes useful for future opportunities. It 

is relatively easy to realistically reflect the expected synergies and extra expenses in DCF values by including management's forecasts for  

i. The perceived benefits  

ii. Costs associated with them  

iii. Timing of their realization  

The probable risks linked to the realization of the anticipated benefits should be reflected in the discount rate, which will likely be lower for investment than for 

intrinsic value.  

When it is difficult to establish the timing of the perceived benefits or the chances of obtaining them, estimate the amounts and related costs for various scenarios. 

Select these separately for the investment values of existing operations and for emerging activities, then apply weights on the basis of their probabilities. In such 

circumstances, the elements of the First Chicago Method, previously described in detail, should be considered.  

i. Success: expected conservative post-acquisition synergies  

ii. Survival: half of the expected synergies are achieved  

iii. Failure: synergies are not realized  

As the risks associated with the realization of the benefits are reflected in the probabilities, all three scenarios would use the same discount rate.  

F. STRATEGIC ADVANTAGES  
Certain benefits from an acquisition may not have an identifiable impact on the cash flows and are generally strategic advantages rather than synergies. In our 

view, they are better reflected by including them as risk reductions when using a Build-up Method to establish the discount rate; examples are:  

i. Diminished competition  

ii. Increased market share  

iii. Incremental growth opportunities  

iv. Lower risks  

G. TIMING OF REALIZATION  
One of the most common errors in an acquisition is underestimating the time it will take to implement the changes necessary to realize the expected synergies. 

This is often related to the difficulty of forecasting the target's ability to combine its culture with that of the acquirer. It is virtually impossible to increase revenue, 

if, for example, the marketing and distribution arms of the respective firms cannot coordinate their efforts because one system is highly centralized and the other 

geographically diversified.  

H. NON-CORE ACTIVITIES  
In nearly every acquisition, the target is carrying on some activities that have a limited "fit" with the major functions of the combined enterprise. In the past, many 

businesses attempted to reduce risks and accelerate growth by diversifying into product and service areas not directly related to their "core" business.  

When the value of the entity is less than that of the total of its components, this situation is described as a conglomerate discount. An example was Seagram’s, 

the successful distiller, who first obtained effective control of DuPont through a 23% holding, as that portion of profits were included in reported earnings but only 

dividends recorded in cash flows, the company PER declined, ostensibly due to “lack of forces”. Later in an attempt to generate growth, management replaced 

the DuPont holding with all of Universal, the film and music empire. After Seagram’s acquisition by Vivendi, the original liquor business was sold off in bits and 

pieces. The net result was a decline of over 50% in the controlling family's fortune.  

In assessing the synergies of an acquisition, it is essential to determine which operations or assets are non-core and decide early, when and at what price they 

could be sold. The fundamental methodology is to separate the target into its components and value each separately. While comparable transactions can provide 

some benchmarks, remember that no two companies are alike in regard to risks or potential cash flows. Careful analyses will ensure that the comparable transac-

tions are comparable  
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A major reason for a conglomerate discount is a lack of information at the reporting or cash generating unit level. This creates risks, which always result in lower 

values no matter what the reason. Items that are difficult to determine for the acquirer are the transaction and tax costs associated with breaking up parts of the 

entity. With the merger complete, finding buyers for the "orphans" may take longer and be more costly than anticipated, as their availability becomes known 

bargain hunters will appear. The acquirer must also consider the possibility of being left with unwanted units for which no buyers can be found. In such cases, 

there can only be speculation about the eventual form of divestiture (e.g., asset or share sale, spin-off, etc.).  

I. SHARING INFORMATION  
Once the target accepts that it is "in play" and seeks to maximize its price, the more information or assistance it supplies to the acquirer, under confidentiality 

agreements, the better the results will be. Certain items will often be held back, especially if the firms are competitors. A well-organized information "war" room 

can increase the sale price and reduce due diligence transaction costs usually factored into the sale price.  

J. GENUINE ASSETS  
In a Strategic Finance magazine November 2000 article, Joel Litman of Diamond Technology Partners, a Chicago strategy consulting firm, pointed out that most 

entities have genuine assets that are not shown on any financial statement except as part of goodwill because they do not qualify as Intangible Assets; some 

examples he listed include: 

K. INTANGIBLE OBLIGATIONS  
In addition to Intangible Assets, many entities have obligations that may be considered intangible, as they arise on a prospective basis and are without physical 

manifestation. It is essential to identify and assess such items although some will be contingent and never materialize. All too often, when not properly analyzed, 

they turn up at the wrong time, without a chance of being rectified. Examples are:  

i. Acknowledged contingent liabilities  

ii. Pension and benefit plan obligations  

iii. Environmental liabilities  

iv. Contingent income taxes  

L. ENVIRONMENTAL LIABILITIES  
When considering acquisitions of physical assets great care must be taken to ascertain that they are "clean", particularly when toxic materials have been handled 

on the site, by the present or a previous owner. The acquirer must assess the probability, timing and quantum of costs which may be incurred to correct environ-

mental problems, past, current or future, ensuring compliance with all relevant legislation and regulations on an ongoing basis. Situations exist where the value 

of a business was virtually erased by the costs of cleaning up a location. While large profits had previously been earned from the plant, the acquirer inherited the 

environmental liability and became responsible for cleaning up the unfortunate contamination from an owner well back in the chain of title.  

In many jurisdictions environmental legislation is far reaching and often based on the "deep pocket" theory, whereby the one with the most resources pays for 

cleanup and reclamation.  

While auditors are not required to express an opinion on the adequacy of an entity's environmental practices or compliance with pertinent laws and regulations, 

they must obtain sufficient evidence to provide reasonable assurance that any items on the financial statements that could be affected by environmental consid-

erations are fairly presented. Although this gives no assurance that the costs of a cleanup have been fully taken into account, it should be the starting point for 

the valuators assessment of this type of exposure. In certain cases a consulting engineer or environmental specialist may be necessary. 

M. CONTINGENT INCOME TAXES  
Income taxes must always be considered in an acquisition, especially relating to potential adjustments for unassessed (open) years or for the utilization of previous 

losses. They must also be taken into account when purchasing shares of the target, as the acquirer will inherit the tax bases of all the underlying assets. This may 

result in contingent tax liabilities materializing when the related items are sold. It is important to estimate the timing and proceeds of any planned dispositions, 

especially if they are expected relatively soon. The present values of any contingent income taxes should be treated as a liability for valuation purposes at the 

acquisition and be reflected in the amount paid. 

 

CONCLUSION 
Since the 1980s, conventional wisdom has been that most acquisitions do not succeed. In 1987, Michael Porter of Harvard University observed that between 50% 

and 60% of acquisitions were failures; several other studies support this conclusion. Mercer Management Consulting noted that between 1984 and 1994, 60% of 

the firms in the “Business Week 500” that had made a major acquisition were less profitable than their industry. In 2004, McKinsey calculated that only 23% of 

acquisitions had a positive return on investment. Boston Consulting Group, in 2007, suggested that acquisitions transfer value from the acquirer’s shareholders to 

those of the target. Results vary depending on the type of acquisition, the similarity of the two protagonists, the industry, involved international or domestic 

competition, etc. but the overall trend remains the same, even though there are major difficulties in measuring acquisition performance. Usual methods such as: 

measuring the stock market reaction; valuing the entity after acquisition; determining abnormal returns, synergies & economies of scale, are all unable to isolate 

the individual impact of the acquisition from those multitude of events that occur all the time in business.  
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