
T h i s  Chapter  d e a l s  wi th  t h e  a n a l p i s  

of t h e  in fo rma t ion  obta ined  from p e r s o n a l  i n t e r v i e w s  

w i t h  thcl s e n i o r  e x e c u t i v e s  o f  t h c  i'ir~ns wi th  t h e  h e l p  

of a  q u e s t i o n n a i r e  and / o r  d i r e c t  conve r sa t ion .  Ue 

t r i e d  t o  c o n t a c t  a s  many f i r m s  a s  p o s s i b l e .  I n  t h c  

b e g i n i n g , t h e  q u e s t i o n n a i r e s  were mailed t o  a l l  t h e  

5C. f i r m s  wi th  on ea: . ,nest  r e q u e s t  t o  iill i n  t h e  :jnlile 

w i th  ;;he c lsmrance t l i a t  a l l  t i le  inIor'mabionr, :-;ill be 

k e s t  s t r i c t l y  con.Cidentia1. We had ~ i v c n  a code nun~be.,. 

t o  each  q u e s t i o n n a i r e  and t h e  f i r m s  we13e n o t  supposed 

t o  w r i t e  even t h e i r  names. Uesp i t e  a l l  t h i s , w e  couliL 

g e t  t h e  q u e s t i o n n a i r e  back from o n l y  one f i r m .  ;Some 

o.C t h e  f i r m s  su$cested f o r  p e r s o n a l  v i s i t s  ond i n t e r -  

views. Not on ly  i t  was a  v e r y  c o s t l y  p roposa l  t o  

v i s i t  a l l  t h c  firms p e r s o n a l l y  out  a l s o  s e t t i n ~  rn 

appointment f o r  i n t e r v i e w s  was a  s e r i o u s  problem on 

account  of t h e i r  busy schedule .  I n  some of t h e  c a s e s  

d e s p i t e  of my v i s i L  bo t h e  f i r m , q u e s t i o n n a i r e s  could  

n o t  be f i l l e d  i n  on account; o r  one o r  m o t : . e r  .i,c;.:son 

and a s su rance  were :s.iven t h a t  1.1iu d : ~  l y  C i l l c d  i n  



qucs t ionna j . res  will h e  miiilcd soon. I n  tili:; p rocess  

ollt of 6U P i ~ m o  visibecl  :.,e could :;et t h e  qu. i i ! l - i ta t iv ,  

d a t a  Tor 35 f i r m s  b u t  q u a l i t a t i v e  d a t a  o n l y  f o r  9 

f i rms .  However in fo rma t ion  s o  c o l l e c t e d  proved t o  be 

v e r y  ui:eful  i n  sunportin,.;  t he  q u a n t i t a t i v e  anal'isi.8 

The r e s u l t s  of t h e  q u a l i t a t i v e  o n a l y s i s  a r e  presenke 

below. 

8 . i . o  

( i )  

( i i )  

( i i i )  

8.2.0 

b/a ture  of i-he firms s t u d i e d  : 

Oi t h e  t o t a l  of 9 firms s t u d i e d  4 firms were 

independent  f i r m s , ; '  .were d i v i s i o n s  of a  1 q . c  

C o r e i p  cor:>or;: t ions iihcrc ;he r e s t  j were 

t h e  he'dquaters of n u l t i n a t i o ? l a l  Ci;,:!,s. 

Out of t heze ,6  i icms a c r e  M u l t i - d i v i s i o n a l  

1 i . e . ,  M-form i i r m s  whercaz 3 were U n i t a r y  

i.e., U - f - ~ r m  f i rms .  

Only 5 firms were hnvint; f o r e i g n  c o l l a b o r a t i c  

of which 2 were ha-fin(; o n l y  t e c b a i c a l  c o l l a -  

boral;j.on where;ls 3 were having bo th  t echn ica :  

and f i n a n c i a l  c o l l a b o r a t i o n s .  

Performance index  : 

The r e s u l t s  of khe i n t e r v i e w s  revel 

t h a t  t ' le r i rn i s  had m u l l i p l e  performance l n d l c e s  : 



8 firills had groducLion a s  tlic : , c r f o l , ~ ~ ~ n n c e  irldex 

whereas 4  firms s a l e s  lnd ii C i r m s  p r o f i t s .  

3 f i r m s  f a c e d  u n c e r t a i n t i e s  due t o  

t e c h n o l o ~ i c a l  p r o G r e s s , p o w e r , f i s c a l  p o l i c i e s , p o l i t i c a l  

d e c i s i o n s  and t ' i n a n c i a l  c r i s i s , +  f i r m s  due  t o  compe- 

t i t i o n , 2  firms due t o  l a b o u r  problem and 5 firms wj.th 

t h e  ~ . v a i l a b i l . i t g  of raw m a t e r i a l s .  

8.4.0 Produc t s  : 

4  f i r m s  were .!)rod,~cini; on ly  one 

p roduc t  wnereos 2 :>roJucts  i n  I i i rn r ,4  p r o d u c t s  i n  

2 f irms ~ n d  10 p r o d u c t s  i n  1 firm. 

8.4.1 By-products : 

Only one firm was lwoducing 2 by-pro- 

d u c t s  t o  supplement t h e i r  income and d i v e r s i f y  t h e i r  

p roduc t  s t r u c t u r e .  

8.4.2 Demand f o r  t h e  p r o d u c t s  : 

5 f irrr~s f e l t  t l i d t  t h o  demand Toi' 

t h e i r  p roduc t s  as  ' c e r t a i n '  whemas 5 f i r m s  as 

' c o n s i d e r o t ~ l y  c e r t a i n '  and 1 firrli as 'somewhat c e r t a i n ' .  



I n  1 f i r m  p r o d u c t s  were p r i c e d  

f o l l o w i n g  average  c o s t  p r i c i n g , ?  finm f u l l  c o s t  

p r i c i n ~ , 2  f i r m s  nark-up p r i c i n i ;  and 5 1 i r . m ~  compe- . 
t i t i v e  : r i c i n ~ .  I n  t h e  c a s e  of 1 f i r m  t h e  ~overnrnent  

was a l s o  f i x i n ?  - the p r i c e  of t h e  p m d u c t , f o r  example, 

l e v y  sukgar. 

j .,.I r i r i c i n c ;  ph i losophy : 

The phi losophy of p r i c z  i n  2  I ' i , ,ns 

was ' l e s s  s a l e s  Sut h igh  p r i c e '  and in 5 f i r m s  i t  was 

l lok  . ~ q i z  -rice b82t nore  s a l e s ' .  

8.5.2 Sub-optimal oricinjr; : 

4 firms f e l t  t h a * ~  t h e  p r i c e s  of t h e i r  

p r o d u c t s  were k e p t  a t  a  lower  l e v e l  (sub-optimal 

l e v e l  ) t h a n  what i t  can g e t .  That  i s  che p r i c c s  of 

t h e i r  p r o d u c t s  cou ld  s t i l l  be i n c r e a s e d  wi thout  a f f e c -  

t int ;  p r e s e n t  revenue  flow. 

8.6.0 Compet i t ion : 

G f i r m s  were C o c i r ~ ~  pi-icc compel i t i o n ,  

5 f i r m s  werc f n c i n  c o m ~ ~ e t l t i o n  i n  ihe  q u a l i z y  of t h e  



product  , 3  f i r m s  fnceu rion-:>ricc compe t i t i on  i n c l u a i n e  

s y n t h e t i c  s u b s t i t u t e s .  

1 f i r i : ~  felt uhnt  t h e  compet iz ion i n  

i t s  i ;us iness  was t o  ' a  lit.1- d e = r e e t , 2  f i r m s  t o  

' some deei.ee ' ,5 f i r m s  i-o ' 2 c ~:::;idernble de;;-,ee ' , 
$ f i r , ; ,  Lo's hi(;i! d c , : r e e l  a;iL I I i ~ n  t o  ' 3  v e r y  h i ~ h  

deg ree  ' . 

q i i  - ., .,.,c:~,1eU ii; . . cc;; . : . t t i : ; lve . . 

posii,ion t ; i t I l  suh-o?';. , ~ 1 . ~ 1  : - . i c i ~ ~ : , S  f i r m s  b:- inpro-  

vine; t h e  qua l i i , :  ol' t!:e r u L ; i c z s  anci 5 f i r m s  by 

i n c r e a c i u . :  :;a! is promotion efl:ur'Ls. 4 f i r s i s  f e l t  

t h v t  tlic:? wore  r e l a t i v e l y  b e t t e r  p l ~ c e d  i n  p r i c e  

c m p e t i t i o n , 5  i'irn~s i n  t h e  q u i i l i t g  of - the p r o d u c t s  

and 4 firms i n  non-pr ice  compet i t ion .  

8.7.0 Growth p o l i c y  : 

The growth ; - ~ o l i c y  was adjud&ed by 

t h e  hi::h accumulated ret:jilied earn in:;^ i n  1 f i r m ,  

hi:yh raLe of :~.roi:l:h o f  a r , s e t s  i n  5 f i r m s , l ~ i r ; l ~  r a t e  

of ~ r o v t h  of s a l e s  i n  4 fizrns,!~i:;li @ro.:Lh r a t e  01 



produc t ion  i n  3 f i r m s , h i & h  growth r a t e  o f  p r o f i t s  i n  

1 f i r m  and h igh  growth r a t e  of employment i n  1 firm. 

8.8.0 F l e x i b i l i t y  of a d v e r t i s i n g  and o t h e r  s a l e s  

e f f o r t s  : 

During 'good t i m e s '  a d v e r t i s i n g  

expend i tu re  was ranked t h e  f irst  f o r t h e  f l e x i b i l i t y  

i n  3 f i rms , r anked  as t h e  second i n  1  fir^ whereas 

d u r i n g  'bud t i m e s '  it was rnnked a s  t h e  first i n  4 

firms. I n  t h e  c a s e o f  s a l e s  f o r c e  d u r i n g  ' ~ o o d  t i m e s '  

i t  ranked f i r s t  i n  1 i i rm,second i n  2 f i r n s .  111 t h e  

c a s e  of s a l e s  co~nmission and o t h e r  i n c e n t l v e c  du;:ing 

'good t i m e s '  t h e y  ranked  as  th,: tl-Ard i n  7 firms 

whereas t h e y  rnnked as t h e  t l i i r d  i n  $ f i r m  i c - i n s  

'bad t i n e s ' .  

8.9.0 F l e x i b i l i t y  i n  t h e  volume o f  s t a f f  : 

4 f i r m s  ac reed  t h a t  t h e  h i r e  and 

f i r e  p o l i c y  he lped  i n  maintain in^ t h e  h igh  deg ree  of 

f l e x i b i l i t y  i n  t h e  volume of s t a f f .  

8.10.G O b j e c t i v e s  of t h e  f i r m  : 

The respondents  ue re  asked t o  rank  

a g iven  s e t  of  21 o b j e c t i v e s  of   he f i r m .  It was 



found t h a t  1; f i r m s  ranked 'growth of t he  firm'as 

t h e  f i r s t , 2  firms t;he second. O t h e r  g o a l s  which 

g e t  t h e  f i rs t  rank  a r e  : maximum market sha re , and  

customer  s a t i s f a c t i o n .  The o b j e c - t i v e s  g e t t i n g  second . rank  a r e  : growth o f  t h e  firm,maximum s a l e s  revenue,  

maximum production,rnaximum market  share,maximum p r o f i t  

and p roduc t  q u a l i t y .  A s  r e L ; a r d s  maximisation of p r o f i t s  

i t  g e t s  on ly  second and t h i r d  ranlcin; by 2  f i r m s  each. 

None of t h e  firms has  ranked i t  a s  t h e  f irst  o b j e c t i v e  

Maximum div idend  was poor ly  r a t e d , a s  t h e  h i s h e s t  rank  

was t h e  seventh  by 3 firms. The r e s u l t s  of t he  a n a l y s i s  

a r e  given i n  'Cable-8.1. 

8.11.0 Manq;ement of dconomic Leverage v a r i a b l e s  : 

Xrst t n e  oconcept  of iiconomic 

Leverage was exp la ined  t o  t h e  r e sponden t s  and then  

t h e y  were asked t o  s p e c i f y , f o r  a g i v e n  s e t  of iiconomic 

Leverage v a r i a b l e s , w h e t h e r  t h e s e  v a r i a b l e s  were i n c r -  

eased  or. dec reased  dulk ing  'good and bad '  t i m e s  

t o  s t a b i l i s e  / smoothen t h e  income preformance of t h e  

firms. Phe r e s u l t s  of t h e  a n a l y s i s  shotjed t h a t  d u r i n g  

'good t i m e s '  two dcononiic Lcvera~ye v m i a b l e s  - a s s e t s  

and ex l , cnd i tu re  on mi ic l~ incr ic r -  were p r c i c r r e d  t o  by 

a l l  t h e  9 Si::ns a s  s t a i , i l i r ; a t i o n  n:casurcs. Whereas 

v a r i a b l e s  l i k e  emi>luycesl w e l f a r e  expend i tu re  and 



. 
Table-8.1 : Ranking of  t h e  Ob jec t ives  of t h e  firms. 

- - -- 

Rank 
Goals 

1 2 3 ~ 5 6 7 8 9 1 0 1 1 1 2 1 3  

Growth of t h e  f i r m  6 2  1 
Maximum s a l e s  revenue 2 2 3  1 
# a i m u r n  p roduct ion  1 1 1 3 1  I I 
Maximum market s h a r e  1 7 2 1  2 I 
Maximum prof  i t  2 2 1  1 1 1 1  
Maximum dividend 3  2  I 
Minimum c o s t s  2 I 1 2  
Customer s a t i s f a c t i o n  2  2  2 1 
Employee we l f a re  1 1 3  1 1  
Research & Development 1  I 
Product q u a l i t y  1 1 1  1 1 
Business  d i v e r s i f i c a t i o n  2 1 
C v e r a l l  e f f i c i e n c y  2 1  1 1  I 
F i n a n c i a l  s t a b i l i t y  1  1 2  2 
Resource conse rva t ion  1  2  
Management Development 
D i v e r s i f i c a t i o n  of p roduct  1 1  

s t r u c t u r e  
P r i c e  s t a b i l i t y  I 1 1 
S o c i a l  r e s p o n s i b i l i t y  I 
Solv ing  environmental  deg rada t ion  
Smooth running  of t h e  f i r m  I 2  I 1  

- - - -- - - 

- t a b l e  con t inues  - 



. 
- t a b l e  cont inued  - (j$) 

Rank 
Goal 14 15 16 17 18 19 20 21 

Growth of  t h e  f i r m  
Maximum s a l e s  revenue 
Maximum produc t ion  
Maximum market s h a r e  
Maximum p r o f  it 
Maximum d i v i d e n d  
Minimum c o s t s  
Customer s a t i s g a c t i o n  
Employee w e l f a r e  
Research & Development 
Product  q u a l i t y  
Business  d i v e r s i f i c a t i o n  
Overa l l  e f f i c i e n c y  
F i n a n c i a l  s t a b i l i t y  
Resource c o n s e r v a t i o n  
Management development 
D i v e r s i f i c a t i o n  of  product  s t r u c t u r e  
P r i c e  s t a b i l i t y  
S o c i a l  r e s p o n s i b i l i t y  
So lv ing  environmental  d e g r a d a t i o n  
Smooth runn ing  of t h e  f i r m  1 



r e s e a r c h  and development e x p e n d i t u r e  g e t  second 

rank.  5 Economic Levera(.;e v a r i a b l e s  - inves tment  

o u t s i d e , l o a n s  and advanceelbonus and waCcs,mana- 

g e r i o l  p e r q u i s i t e s  and o f f i c e  modern isa t ion  expen- 

. d i t u r e  - rank t i r i r d  naving been p r e f e r r e d  t o  by 7 

f i r m s  as income smoothing measures d u r i n ~  good t imes.  

Uurini; 'bad t i m e s '  t h e  h i s h e s t  

p r e f e r e c c e  was accorded t o  a  d e c r e a s e  i n  l o a n s  and 

advznces and o u t s i d e  inves tment  a s  a  s t n b i l i s a t i o n  

x e a s a r e ,  w:?e:ess 6 v a ~ i a b l e s  - ercployees iirelf a r e  

e x x  n d i t u r e ,  bonus and tra,~:es , m a n a g e r i d  per : ;u io i tes ,  

r e s e a r c h  a d  deveiorment  e x ; ~ e n d i t u r e , e x ~ o n d i t ~ r e  on 
. . 

: ~ ~ c a l n e r i e s  ~ n d  o f f  i c e  rnoaeri'isa-cion expendi t  #.me - 
rank  t h i r d .  The r e s i l l t s  of t l ie  a n a l y s i s  a r e  presen-  

t e d  i n  Table-8.2. 

8.12.0 F e a s i b i l i t y  of t h e  mana:;ement o f  Economic 

Leverace v a r i a b l e s  : 

The r e sponden t s  were asked t o  rank 

t h e  Economic Leverage v a r i a b l e s  i n  a11 o r d e r  o f  t h e  

f e a s i b i l i t y  of t h e i r  d e l i b e r a t e  c r eak ion  and mana- 

7:ement durini;  'p;ood t imes  and bad t i m e s ' .  I h e g  

were ~ : i .ven  5 p o i n t  s c a l e  rcn;;i~l:;  from 'nclt  at :ill 

f e a s i b l e '  t o  ' a  very  cre:>t  e x t e n t  feas ib1.e ' .  'Chc 



Table -8.2 : Management of Economic Leverage 

variables. 

- 
. Variables Number of Rank Number Rank 

firms inc of firms 
-reasing decreasing 
during good during bad 
times times 

Assets 
Capitalisation of costs 
Outside investment 
Loans and advances 
Public service expenses 
Employee welfare 
Bonus and wages 

A 
Managerial perquisites 
Expenditure on maahineries 
Sales discounts 
Sales promotion expenses 
Research & Development expenses 
Office modernisation expenses 
Deferred revenue expenses 
Capacity utilisation 
Price incentives 
Customer service expenses 
Product line or mix 
Volume of staff and workmen 



r e s u l t s  of t h e  : ~ n , i l y s i s  a r c  p re sen ted  i n  Table-8.3 

which 

( i )  

( i i )  

( i i i )  

( i v >  

p r i c e  

;u:gpests t h a t  : 

most of t h e  i i r m s  found t h ~ i t  t h e  mmagec~ent  

of  t h e  Economic Lever+;e v a r i a b l e s  i s  f e a s i b l e ,  

t h i s  f e a s i b i l i t y  rnnges  from ' t o  a  l i l t l e  

e x t e n t '  t o  ' t o  a  c o n s i d e r a b l e  e x t e n t ' ,  

as r e g a r d s  t o  t h e  r e l a t i v e  f c : 3 s i b i l i t g  d u r i n g  

good t imes  2nd bad t imes  i t  w a s  found thst 

l-hese v a r i a b l e s  a r e  :r;n!in:;e:iblc: lo ' a  l i t t l e  

e x t e n t '  d u r i n ~ y  b;d tiii:es  ereas as d u r i n g  rood 

t imes  t h e y  c o u U  be : ~ ~ : : : ~ g e d  even uc,to ' a  con- 

s i d e r a b l e  e x t e n t .  

no t  o:lly tl-.st ti-:e ::;:r.!cr ui' obse?vz?- ions  i n  

'no;  a t  1.11 f e L ; a i ~ s i e '  c s i e , ; o r y  a r e  i n : : i g n i f  i - 

c a n t  bui: 3150 . e t  l e a - .  pr.i:;ercnce a s  a weas- 

Lire of s t a b i l i a a L i o n  as ,-ivcil i n  Table-8.2. 

Var i ab le s  l i k e  c a p a c i t y  u l i l i s a t i o n ,  

i n c e n t i v e s ,  cu .  torner s e r v i c e s ,  e x p e n d i t u r e  ,p roduct  

l i n e  ,volume of s t a f f  and workmen and c a p i t a l i s n t i o n  

of  c o s t s  were not s t u d i e d  q u a t i t a t i v e l y  i n  Chapter-7. 

However t h e s e  ~ a r ' i 3 b l e ~  were s t u s i e d  q u a l i t a t i v e l y  i n  

t h e  p r e s e n t  Chapter-8. Thc r e s i i l t s  of t h e  a n a l y s i s  

support;:; (;he main k1~~oki :es i .s .  It m a y  now bc  i n f  e r ~ , e d ,  

t h a t  most of t h e  I'irnli: werc ol' t h e  o r i n i o n  tlist- t h e  

Economic 1,evera;;e v a r i a b l e s  c o u l d  be d e l i b e r a t e l y  



. 
Table-8.3 : F e a s i b i l i t y  of t h e  management of Economic Leverage variables.  

Variables 

F e a s i b i l i t y  of t h e  management of EL var iab le8  
not a t  t o  a t o  some t o  a t o  a t o  a very Tota l  
a l l  l i t t l e  ex ten t  consider- g rea t  g r ea t  

extent  able  extent  extent  extent  
G B G B G B  G B G B  G  B  

Assets 
Capi ta l i sa t ion  c o s t s  
Outside investment 
Loans and advances 
Public se rv ice  expenses 
Employee welfare expenses 
Bonus and wages 
Managerial pe rqu i s i t e s  
&penditure on machineries I 
Sales d iscounts  I 
Sales promotion expenses 
Research & Development expenses 
Office modernisation expenses 
Deferred revenue expenses. 
Capacity u t i l i s a t i o n  1 
Pr ice  incen t ives  1 
Customer se rv ice  expenses I 
Product l i n e  o r  mix I 
Volume of s t a f f  and workmen 

TOTAL 

G = good times ; B = bad times 



creat-ed and managed t o  smoothen t h e  income s t r cams  

of t h e  firms. 

1. The q u e s t i o n n a i r e  h a s  been appended a t  t h e  

end of this s h e s i s .  

2 The components u n i t s  of  U-l'orrn firm are d i v i s i o n s  

which perform p a r t i c l i l a r  .CuncLions ( s a l e s  , f  in- 

ance ,p roduc t ion  e t c )  i o r  d l  t h e  p:.oa:;ct li!:es 

of t h e  Iirms. 

3. H-form f i r m  i s  composed of ' o p e r a k i : ~  d i v i s L o n r '  

o r  ' q u a s i - f i r m s '  wliic:: perform a l l  t h e  h n c t i u n s  

o f  each s i n c l e  nroduct  and a r e  r e s p o n s i b l e  

head o f f i c e , w h i c h  both s u p e r v i s e s  Lhe o p e r s t i n g  

d e c i s i o n s  of t h e  quasi- f i rms and a l l o c a t e s  

c a p i t a l  funds.  




