
R E f i U L T S  A N D  D I S C U S S I O N S  - I 

(i) Creation and Mana~e~nent of Economic Lverage 

variables :- 

To test the hypothesis that "Economic 

Leverage. is deliberately created and manageQI1,the time- 

trend model explained in Chapter - 6 was applied to the 
following 'performance variables8(yS) and Economic 

Leverage variables (ELs)r 

Perfor~nance variables :- Sales revenue,yl,gross 

profits,y2,net sales revenue,y3,net operating profits, 

y4,profits before tax,y5,profits after tax,y6, and 

total incorne,y7. 

Economic Leverage variables :- Direct labour costs,ELl, 

administrative costs,EL2,selling costs,EL3,total opera- 

ting expenses,EY(,machanisation expenditure,EL5,office 

modernisation expenditure,ELG,research and development 

expenditure,EL7,inventory at all stages,ELB,inve~tment 

in subsidiaries,~~~,total invest~nent outside ,ELlO,staff 

and workmen welfare expenditure,ELll,public services 

expenditure,ELl2,travel expenses,ELl~,perquisites,EL?4, 

deferred revenue expenses,!dL15,accounts receivables,ELl6, 



advertising expenditures,HLl7,remuneration of managing 

directors,EL18,total manufacturing costo,ELl9,comnission 

paid to the managing directors/agents,EL2O,and net 

operatin[; expenditures ,EL21. 

The results of the analysis are summa- 

rised in Table-7.1. 'l'he table depicts the ilumber of 

firms showing signific:mt posikive correlation between 

various 'performance variables',ys,and Economic 

Leverage variables,ELs. 

From the results the following conclu- 

sions may be derived :(i) firms smooth all the 'perfor- 

mance variables and (ii) they manipulate all the 21 

Economic Leverage variables hypothesized in the study 

to smoothen the y,. 

Table-7.1 was again condensed into 

Table-7.2 to give the firms' preferences over the 

'performance variables',ys,which were ranked based on 

tho following criterion. The first rank was given to 

that y variable the correlation of which is significant 

with the XL variables in n~aximum number of firms. 'l'he 

second rank was givcn to that y variables the correla- 

tion 'of which is significant with EL variables in 

the socond maxirr~um number of firms and so on. 



Table-7.1: Creat ion and Management of Economic 

Leverage var iab les .  

Number of f i rms  



Table-7.2: Ranking of 'performance' variables 

according to preferences. 

Rank YI ~2 ~3 ~4 y5 ~6 y7 



The r e s u l t s  show t h a t '  t h e  performance v a r i a b l e s - s a l e s  

revenue and t o t a l  income were p r e f e r r e d  by 8 f i r m s  as 

t h e i r  f irst  c h o i c e  f o r  smoothing. S i m i l a r l y  1 0  f i r m s  

p r e f e r r e d  n e t  s a l e s  revenue a s  t h e i r  second c h o i c e ,  

6 f i r m s  p r e f e r r e d  n e t  o p e r a t i n g  p r o f i t s  as t h i r d  c h o i c e ,  

whereas  9 f i r m s  p r e f e r r e d  t h e  snmc a s  t h e  f o u r t h  c h o i c e ,  

5 f i r m s  chose  g r o s s  p r o f i t s  and p r o f i t s  b e f o r e  tax 

a s  t h e  f i f t h , 8  f i r m s  p r e f e r r e d  p r o f i t s  b e l o r e  tax  a s  t h e  

s i x t h  and 3 f i r m s  p r e f e r r e d  g r o s s  p r o f i t s  as t h e  

s even th .  Among t h e s e  ' p e r f o r  ~nallce v a r i a b l e s  ' , a  f u r t h e r  

r a n k i n g  bused on t h e  number of f i r m s , r e v e a l s  t h a t  n e t  

o p e r a t i n g  p r o f i t s , p r o f i t s  b e f o r e  t . lx  and n e t  s a l e s  

revenue  g e t  t h e  f i r s t  t h r e e  r a n k s  r e s p e c t i v e l y  whereas 

s d e s  r evenue ,g ros s  p r o f i t s  and t o t a l  income g e t  t h e  

e q u a l  r a n k , t h e  f o u r t h .  Prom t h i s  t a b l e  i t  may be 

i n f e r r e d  t h a t  

( i )  f i r m s  chose  n e t  o p e r a t i n g  p r o f i t s , y 4 , p r o f i t s  

b e f o r e  t ax ,y5 , and  n e t  s a l e s  r evenue ,y3 , a s  t h e  

first t h r e e  p r e f e r r e n c e s  r e s p e c t i v e l y ,  

( i i )  s a l e s  r e v e n u e , y l , g r o s s  p r o f i t s , y 2 , a n d  t o t a l  

income,y7,were p r e f e r r e d  e q u a l l y  a s  t h e  f o u r t h  

c h o i c e ,  

( i i i )  f i r m s  d i d  no t  choosc p r o f ' i t s  a f t e r  tax,yG,and 

( i v )  of  t h e  seven performance v a r i a b l e s  t e s t e d  i n  t h e  

s t u d y , s i x - o f  them were found t o  be chosen by 

t h e  f i r m s .  



Prom t h e  ~ h a b l e s  7.1 and 7.2 i t  may be 

conc luded  t h a t  t h e  f i r m s  smooth s a l e s  r e v e n u e , g r o s s  

p r o f i t s , n e t  s a l e s  r evenue ,ne t  o p e r a t i n g  p r o f i t s , p r o . C i t s  

b e f o r e  t a x  and t o t a l  incolue by man ipu la t ing  t h e  g iven  

21 Economic Leverace v a r i a b l e s .  l'hough a l l  t h e  firms 

were n o t  smoothing a l l  t h e  s i x  y  v a r i a b l e s , i t  was 

found t h a t  e v e r y  f i r m  smoothed a t  l e a s e  one y  v a r i a b l e .  

T h i s  s u p p o r t s  t h e  hy , ,o thes i s  t h a t  ' f i i m s  c r e a t e  and 

manipu1a:te Econo~uic L e v e r a p  v a r i a b l e s  t o  smoothen t h e  

y  v a r i a b l e s ' .  - 
( i i )  Bes t  s u ~ o o t h i n g  o r d e r  aud t h e  smoothinf; c o n s t a n t s  :- 

F i r s t  order ,Second ordci> and Thi rd  

o r d e r  e x p o n e n t i a l  smoo th in j  ~ i ~ o d e l s  were used t o  f i n d  

t h e  smoothing o r d e r  a n d t h e  srnoot i~ing c o n s t a n t s , t h e  

f i r m s  used.  These t h r e e  uwoothi~lg  models were a p p l i e d  t o  

a l l  t h c  seven  performance v a r i a b l c s  - s a l e s  revenue,  

g r o s s  p r o f i t s , n e t  s a l e s  r evenue ,ne t  o p e r a t i n g  p r o f i t s ,  

p r o f i t s  b e f o r e  t a x , p r o f i t s  a f t e r  t a x  and t o t a l  income. 

The procedure  i nvo lved  t h e  f o l l o w i n g  

s - t eps  : 

( i )  t h e  first two v a l u e s  ofLhe observed y v a r i a b l e s  

were f a k e 0  on t h e  forward  uoving p u t t e r n  a s  t h e  

i n i t i a l  v a l u e s  and t h e  n e x t  v a l u e s  were c a l c u l a t e c  

by app ly ing  t h e  sri~oo-thing rnudels. 



( i i )  The d i f f e r e n c e s  between t h e  observed v a l u e s  and 

t h e  c a l c u l a t e d  v a l u e s  were found ou t .  

( i i i )  The t o t a l  sum of t h e  observed v a l u e s  and t h e  

d i f f e r e n c e s  between t h e  observed and t h e  ca l cu -  

l a t e d  v a l u e s  were computed. 

( i v )  If t h e  sum of t h e  d i f f e r e n c e s  between t h e  obser -  

ved v a l u e s  and t h e  c a l c u l a t e d  v a l u e s  was l e s s  

t h a n  o r  e q u a l  t o  one p e r c e n t  and t e n  p e r c e n t  o f  

t h e  t o t a l  sum of t h e  observed  v a l u e s  t h e n  t h e  

' e r r o r  l i m i t s '  were c o n s i d e r e d  t o  be 1 p e r c e n t  

and 1 0  p e r c e n t  r e s p e c t i v e l y .  

The r e s u l t s  i n  Tables-7.3 and 7.4 

show t h a t  t h e  performarlce v n r i a b l e s  yl ,y%,y3,yl+,y5,y6,  

and y7 were smoothed a t  1 5: e r r o r  l i m i t  by l ,3,3,6,6, 

7 and 3 firms r e s p e c t i v e l y  whereas at 1 0  t h e  number 

of firms were 10,13,9 ,15,12,11 and 8 r e s p e c t i v e l y .  

Though a l l  t h e  firms were u s i n g  a l l  t h e  t h r e e  exponen- 

t i a l  smoothing models,rnostly Second o r d e r  smoothing 

model was found t o  be  app l i ed .  

Table-7.5 shows t h e  d i s t r i b u t i o n  o f  

t h e  e x p o n e n t i a l  smoothing o r d e r s  by y  va r i ab l e -wi se  a t  

two e r r o r  l i m i t s .  A t  1 $ E r r o r  l i m i t  s a l e s  r e v e n u e , y l ,  

was smo.othed by 1 f i r rn ,g ros s  p r o f i t s  by 1 f i r r n , n e t  salet 

revenue  by 3 f i r m s , n e t  o p e r a t i n g  p r o f i t s  b y  6 f i r m s ,  
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Table-7.4:Number of firms exhibitinq 

smoothing behaviour. 

Performance Error % Number of 
variables Limits firms 





p r o f i t s  b e f o r e  tax by 6 f irms,pr.oLlLs a f t e r  tax by 

3 f i r m s  and t o t a l  income by 3 firms. A t  10 % e r r o r  

limits 10 firms smoothcd s a l e s  r e v e n u e , l 5  firms g r o s s  

p r o f i t s , 9  firms n e t  s a l e s  r e v e n u e , l 5  f i r m s  n e t  opera- 

t i n g  p r o f i t s , l 2  firms p r o f i t s  b e f o r e  tax,ll f i r m s  

p r o f i t s  a f t e r  tax and 8 f i r m s  t o t a l  income. From t h e  

t a b l e  it m a y  be i n f e r r e d  t h a t  most of  t h e  f irms smooth 

t h e  performance v a r i a b l e s  a t  10 $ e r r o r  l l m i t .  If 

ranked n e t  o p e r a t i n g  p r o f i t s  and p r o f i t s  b e f o r e  tax 

assume t h e  f i r s t  r a n k  , n u t  s a l e s , p r . o f i t s  a f t e r  tax and 

t o t a l  income assume t h e  second r ank  e q u a l l y  and s a l e s  

revenue  and g r o s s  p r o f i t s  assume t h e  t h i r d  r a n k  e q u a l l y  

a t  1 F6 e r r o r  l i m i t .  Whereas a t  10 L e r r o r  l i m i t  maxi- 

mum number of f i r m s  smooth n e t  o p e r a t i n g  p r o f i t s .  It 

i s  i n t e r e u t i n c  t o  i n f e r  t h a t  a t  b o t h  I 5 and 10 B 

e r r o r  l imi t s  maximum number of firrno smooth t h e  n e t  

o p e r a t i n g  p r o f i t s .  

The range  i n  which t h e  v a l u e s  of  t h e  

e x p o n e n t i a l  smoothing c o n s t a n t s  f a l l  has  been t a b u l a t e d  

i n  Table-7.6 f o r  1 % and 10 $ e r r o r  l imi ts  r e s p e c t i v e l y .  

k t  1 $ e r r o r  l i m i t  6 of  t h e  7 performance v a r i a b l e s ,  

s a l e s  r e v e n u e , y l , g r o s o  p r o f i t s , y 2 , n e t  s a l e s  revenue,y3,  

p r o T i t s  b e f o r e  t a x ,  y 5 , p r o f i - t s  a l t e r  t;ur,yG, and t o t a l  

income,y7 were smoothed by t h e  smoothing c o n s t a n t s  

which f e l l  inbetween 0.1 and 0.2. Whereas a t  10 $ 



Table-7.6:The range of t h e  values  of smoothing cons tan t s  a t  

1% and 10% e r r o r  l i m i t s .  

Error  I n t e r v a l s  

Limit,! .0<a,<.l .l<a<.2 .2 (ac3  .3(a&4 .4(a,(.5 .5(a(.6 .6(a\(.7 .7(a(.8 

eo a = exponential  smoothing constant  
Q) 



e r r o r  l i m i t  a l l  t h e  7 perrormance v a r i a b l e s  were 

smoothed by t h e  smoothing c o n s t a n t s  which f e l l  i n -  

between 0.0 and 0.1. Here a l s o  i t  is  of  i n t e r e s t  t o  

n o t e  t h a t  p r o f i t s  a f t e r  t ~ x  W a f ;  smoothed by 10 f i r m s  

w i t h  a smoothing c o n s t a n t  which f e l l  inbetween 0.0 

and 0.1. Table-?.? shows t h e  d i s t r i b u t i o n  of t h e  

minirnum,maximum and the  I r e q u e n t  v a l u e s  o f  t h e  nmoo- 

t h i n g  c o n s t a n t s  by performance v a r i a b l e - v i s e  a t  two 

e r r o r  l i m i t s .  T h i s  supplementary  i n f o r m a t i o n  a l t h o u g h  

n o t  d i r e c t l y  r e l a t e d  w i t h  t h e  p r imary  h y p o t h e s i s ,  

s t t e n g t h e n s t h e  c o n c l u s i o n s  drawn w i t h  o t h e r  t e c h n i q u e s  

t e s t e d  e a r l i e r .  

Table-7.8 explc1ins t h e  d i s t r i b u t i o n  
\ 

of the  number of  f i r m s  acco rd ing  t o  t h e  number o f  y 

v a r i a b l e s  each  f i r m  smoothed. Out of  32 Iirms 13 firms 

smoothed on ly  one performance v a r i a b l e  whereas G f i r m s  

smoothed 2 ys ,5  firms 3 ys ,3  firms 4 y s , l  f i r m  5 y,, 

3 f i r m s  6 ys and 1 f i r m  7 ys. 

( i i i )  E s t i m a t i o n  of  t he  amount of L'conomic L e v e r a ~ e  

The approximate amount o f  Economic 

Leverage was e s t i m a t e d  u s i n &  t h e  model e x p l a i n e d  i n  

Chapter-4  except  f o r  t h e  d e v i a t i o n  t h a t  f o r  t h e  p r e s e n t  

a n a l y s i s  t h e  independent  v a r i a b l e  was o n l y  one namely 



Table-?.?: Range of  smoothing cons tan t s .  

E r r o r  Minimum Maximum Frequent  

Limi t  ' I 10 I 10 I 10 

Table-7.81 Number of  'performance '  v a r i a b l e s  smoothed. 

Number of performance 

v a r i a b l e s  smoothed 0 1 2 . 3 4 5 6 7  

Number of  f i r m s  3 1 3 6 5 3 1 3 1  



t h e  t ime,whereas  i n  t h a t  model t h e  independent  vari-  

a b l e s  were two namely p r o d u c t i o n  l e v e l  and t h e  time. 

Tor e s t i m a t i o n  p u r p o s e s , p r o d u c t i o n  l e v e l  had t o  be  

o m i t t e d  because  of  ( i )  problems invo lved  i n  t r e a t i n g  

o u t p u t s  of d i f f e r e n t  d imensions  and ( i i )  t h e  l a c k  of 

s u f f i c i e n t  d a t a  on t h e  p roduc t ion  l e v e l s  o f  a l l  t h e  

f i r m s  i n  monetary terms.  'Thus t h e  model u s e d  f o r  t h e  

a n a l y s i s  is  : 

EL19 = a + b t ; t = y e a r  

The r e s u l t s  g iven  i n  Table-7.9 i n d i c a t e  t h a t  a l t hough  

11 firms show a  s i g n i f i c a n t  e s t i m a t e d  parameter  c o e f f i -  

c i e n t s  34 ou t  of t h e  t o t a l  of  35 f i rms showed a s i ~ n i -  

f i c a n t  r e l a b i o n s h i p .  The c o e f f i c i e n t  of d e t e r m i n a t i o n ,  

$,of  18 f i r m s  were s i g n i f i c u n b  at  1 $6 l e v e l  o f  s i g n i f i -  

cance,whereas  i n  8 f i r m s  i t  w a s  2.5 $ , i n  5 f i r m s  at  

5 ;.3 and i n  3 f i r m s  i t  was at  1 0  4. l ' h i s  h a s  been shown 

i n  Table-7.10. 

'The r e s u l t s  g i v e n  i n  Table-7.11 showed 

t h a t  on an average  t h o  amount of Lcotiomic L e v e r a ~ e  f e l l  

inbetwecn 0  and 5 $ of  t h e  t o t a l  manufac tur ing  c o s t s ,  

EL'l9, i n  3 firms whereas i L  was i r~be tween  5 and 10 76 

i n  16 firms , I 0  and 15 $ i n  8 firm , I5  and 20 :.? i n  7 

f i r m s  and above 25  75 i n  1 firm. It i s  of i n t e r e s t  t u  

n o t e  t h a t  16 f i r m s  had an average  m o u n t  of  Ecor~omic 

Leverage which f e l l  inbetween 5 and 10 $ of  t h e  t o - t a l  

manufac tur ing  c o s t s .  



Table-7.9: Zs t ims5ion  of t h e  anount o f  Econozic Leverage. 

A A 

S.No. 5 
i3 0 

t a R~ S i n i f i -  Average a/m Standard  
l3 I can t  a t  of  Economic Dev ia t ion  of 

p6 Leverage(EL) EL 

- t a b l e  c o n t i n u e s  - 



-Table cont inues-  ! -7 - C 
d . 

A A 
§ R~ S i g n i f i -  Average a/m Standard  S.Ko. % % t A cant a t  of  Economic Dev ia t ion  of 
Bl % Leverage(EL) EL 



Table-7.10 . : Est imat ion  of Economic Leverage. 

S i g n i f i c a n t  at  % 1 2.5 5 10 To ta l  

Number of firms 18 8 5 3 34 

Table-7.11 : A v e r a p  and Standard Ueviat ion of 

t h e  amount of dconomic Leverage. 

Numbor of f i r m s  

I n t e r v a l  Average S t  and ard 
Ueviat ion  

T o t a l  35 3 5 



The d i s t r i b u t i o n  o f  t h e  s t a n d a r d  

d e v i a t i o n  of t h e  amount of  Economic Leverace i s  a l s o  

g i v e n  i n  Table-7.10. I n  9 f i r m  t h e  s t a n d a r d  d e v i a t i o n  

was less  t h a n  5 whereas i n  16 f i r m s  i t  was inbetween 

5 $ and 1 0  $ , i n  10 firms i t  was inbetween 1 0  6 and 15:;. 

R e s u l t s  show t h a t  t h e  s e r i e s  o f  n e t  

o p e r a t i n g  p r o f i t s  was smoother ( lower  s t a n d a r d  dcv ia -  

t i o n )  t h a n  p r o f i t s  a f t e r  t a x , f ; r o s s  p r o I i t s  smoother 

t h a n  t o t a l  income,net  ope ra t in ,  p r o f i t s  smoother t h a n  

n e t  o p e r a t i n g  cos t s ,EL2 l , and  p r o Y i L s  a f t e r  tax smoother 

t h a n  t h a t  of  t o t a l  income. T h i s  h a s  been c i v e n  i n  

Table-7.12. 

( v )  Determinants  o f  t h e  amount of Economic Leverage:- 

'I'he d e t e r m i n a n t s  of  t h e  amounL o f  

Economic Leverage were examined u s i n g  t h e  ro l lowing  

l i n e a r  r e g r e s s i o n  model : 

EL = a + b XX. 
J 

where EL i s  Economic Levera;;.e;XX. a r e  t h e  independent  
J 

v a r i a b 1 e s ; a  and b  a r e  parameters .  I n  t h i s  c a s e  XX 
j 

v a r i a b l e s  a r e  : s a l e s  r e v e n u e , y l , p r o f i t s  a f t e r  t ax ,y6 ,  

g r o s s  b l o c k , v l 2 , t o t a l  incorne,y7,net wor th ,v l  , t o t a l  

f u n d s  employed ,u3 , to t a l  manufac tur ing  cos t s ,EL19, lagged  

y l , y6 ,y7  and ELl9. The r e s u l t s  arc summariscd i n  



Table-7.12 : Standard  d e v i a t i o n  of 'per formance '  

v a r i i b l c s  ,yg, and n e t  operatint>;  c o s t s ,  

EL21. - 



T a b l e  - 7.13 and 'Table-7.14 which show t h a t  19 

f irms showed n  s i ~ ~ p i f i c a n t  i n f l u e n c e  of  s a l e s  revenue ,  

g r o s s  b l o c k , t o t a l  i n c o m e , t o t a l  manulac tur ing  c o s t s ,  

t o t a l  funds  employed,nnd one y e a r  l agged  p r o f i t s  

a f t e r  t a x , y 6  j-1 on t h e  m o u n t  01 Economic Leverage. 

O f  t h e  19 firms i t  i s  i n t e r c o t i n c  t o  n o t e  tha l ;  p r o f i t s  

nf t e r  t a x ,  yG, and yGj-l were s i1 ;n i f i can t  d e t e r m i n a n t s  

i n  10 f i r m s  ( 5 f i r m s  each  ). However f o r  29 firms 

t h e  c o e f f i c i e n t  of de te rmina t ion ,RL,was  found t o  be 

l e s s  t h a n  0.45. 

( v i )  S i z e  o f  t h e  I i r m  and t h e  m o u n t  o f  Economic 

Levera;;e : 

The i n f l u e n c e  of  t h e  s i z e  of  t h e  f i r m  

on t h e  amount of ~ c o n 6 m i c  Leverage was t e s t e d  by t h e  

f o l l o w i n g  s imp le  l i n e a r  r e c r e s s i o n  model : 

SL = f ( s i z e  o f  t h e  f i r m  ) 

EL = f ( t o t a l  income ) 

EL = a + b  y7 ; a , b  a r e  parameters .  

I n  t h i s  a n a l y s i s  t o t a l  income,y7,of t h e  I i r m  was 

t a k e n  as a prvxy f o r  t h e  s i z e  o f  t h e  f i r m .  The r e s u l t s  

g i v e n  i n  Table-7.15 show t h a t  o n l y  4 f i r m s  e x h i b i t e d  

a  c o e f f i c i e n t  of  d e t e r m i n a t i o n  hi;l;her t h a n  0.4. 



T a b l e  - 7.13 EL = P (XX j) 

- T a b l e  continues- 



- Table cont inued-  ( j ~ .  1 ? J )  



Variable ~ ~ > 0 . 4 ~  ~ ~ ( 0 . 4 5  



Table-7.15 : S i z e  o f  t h e  f i r m  and Economic 

Leverage. 



( v i i )  C o r r e l a t i o n  between Kconomic Levcrac;e and 

rn i sce l lancous  v a r i a b l e s  : 

The r e l a t i o n s h i p  oi' Economic Leverage 

w i t h  t h c  fol lowin[ ;  v a r i a b l e s  was examined by  usin[: t h e  

s imp le  c o r r e l a t i o n  c o c t ' f i c i e n t  t e c l ~ ~ i i q u e :  s a l e s  r evenue ,  

g l  , n e t  opera ; , in [ ;  p l - o f i t u  ,y'.l-, t o - t a l  i ~ i c o u e ,  y 7 ,  e q u i t y  

c a p i t a l  ,v2,  t o t a l  runds  employed,v3, t o t a l  iuai~uf a c t u r i n g  

co l ; t s  ,lLLlg,clegrce of i i ~ l a i i c i a l  l c v c r a g e  , v 4 , n e t  o p e r a t i n f  

c x p c n d i t u r e s  ,XU1 ,f  i n j n c i a l  lcvcr~t : ,c ,v>, i le t  p r o f i t s  

m a r ~ i n , v C , n c t  re turn  on as:jets,v7,o~1orilLirir; i ~ r o f i t  

margin ,vi r ; , re turn on w O i a L ; t i , ~ 9  , t o t a l  i r~co i~ ic  mixius 

pro.t 'il;s a f t e r  tax (:[7-yG),vlU,aild L ; ~ o s s  p r o f i l ; ~  

minus p r o f  i t s  a f t e r  t a x  (yZ-yG) , v l l  . 

'The r e s u l t s ,  su~i~~l~ar . isacl  i n  'i'able-'7.16 

and Table-'7.17 show t h s t  i n  11 f i r m s  t h e  uinount of 

Xconomic Leverage ,#L,was p o s i t i v e l y  and s i p p i I i c a n t l y  

r e l a t e d  w i t h  n e t  o p e r a t i n g  p r o f i t s  , deg ree  of  f i n o n c i a l  

l e v e r a g e  and f i n a n c i a l  1cverq ;e ;  i n  'I0 f i l m s  t h e  

amount of EL had a siLi;ni:Cican.t po ; i f ive  c o r : , e l a t i o n  

w i t h  t o t a l  funds  employed and. to-L;al incouie minus 

p r o f i t s  a f t e r  t a x ;  9 firms showed a s i ; . r ~ i f i c a n t  pooi- 

t i v e  c o r r e l a - t i o n  w i t h  t o t a l  mai-iufacturing c o s t s , n c t  

opera tin^ e x p e n d i t u r e s  and ope ra t in ;  p r o i i t s  mxy;in ; 

i n  8 f irms i t  was wil;h tict p r o r i t c  rnar,in,nct ?el;urn 





S.No.21  22 23 24 25 26 27 28 29 30 31 32 33 34 35 
variables 



Table-7.17 : Significance l e v e l s  of the  

cor re la t ion  coef f ic ien ts .  

Variables Significance l e v e l s  Total  number 

1% 2 . s  5% 10% 
of f irms 

+ 
9 1 - 2 3 2 7 

74 I 4 1 5  11 

s 7  1 3 1 2  7 

ELI 9 3 1 1 4  9 

EL21 3 1 2 3 9 

v2 3 - 1 3  7 

v3 1 4 5 10 - 
v4 2 2 1 6  11 

v5 3 - 1 7  11 

v6 - 4 1 3  8 

v7 1 2 2 3 8 

v8 4 1 3 1 9 

V9 1 2 1 4  8 

v10 2 3 2 3 10 

vll 1 4 1 2  8 



on a s s e t s , r e t u r n  on worth aid g r o s s  p ro f i t c ;  minus 

p r o f i t s  a f t e r  t a x ;  whereas i n  7 f i r m s  i t  was with  

s a l e s  revenue,  t o t a l  income and e q u i t y  c a p i t a l .  




