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CIAaPTER - 8
RESULTS AU DISCUBBIONS - I 1

This Chapter deals with the analysis
of the information obtained from personal interviews
with the senior executives of the firms with the help
of a questionnaire and / or direct conversation, We
tried to contact as many firms as nossible, In the
begining,the guestionnaires were muiled to all the
60 firms with an ea'mest request to [ill in the same
with Che ussurance that all the inlormations will be
kept strictly conflidential. We had given a code number
to each questionnairce and the firms were not supposed
to write even their names, despite all this,we could
et the questionnaire back from only one firm. JSome
of the firms sugrested for personual visits and inter-
views. Not only it was a very costly proposal to
visit all the firms personally oput also getting an
appointment for interviews was a serious problem on
account of their busy schedule. In some of the cases
despite of my visit Lo the firm,questionnaires could
not be filled in on uaccount o one or anot.er rcuson

and assurance were riven that tlic du 1y filled 1in
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questionnaires will be mailed soon. In this process
out of &U Firms visited we could get the quanbtitative
data for 25 firms but qualitative data only for 9
firms. However information so collected proved to be
very useful in sucporting the quantitative analyvsis

The results of the qualitative analysis are presente

below.
B.17.0 Hature of the firms studied :
(i) Of the total of € firms studied # firms were

independent firms,2 were divisions of a lar_ e

foreipn coeorvoritlons where the rest were

AN

the headquaters of multinational fi:uws.

(ii) Out of these,6 rirms were Multii-divisional
i.a2,, M=Form rirmsq whercas 5 were Unitary
i.,8., U-form firms.

(iii) Only 5 firms were having foreign collaboratio
of which 2 were havinj; only technical colla-
boration whereas 2 were having both technical

and financial collaborations.

8.2.0 Performaonce index :

The results of Lthe interviews revees

that the Ffirms had multiple performuuce indices :
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8 firms had production as the verformance index

whereas 4 firms salec and & [irms profits.

8.3.0 Uncertainties =«

% firms faced uncertainties due to
technolopgical progress,power,fiscal policies,political
decisions and linancial crisis,4 [irms due to compe-
tition,2 firms due to labour problem and 5 firms with

the =vailability of raw materials.

8.4,0 Products

4 firms were vroducing only one
product whereas 2 products in 1 iirm,4 products in

2 firms and 10 products in 1 firm.

8.4.1 By-vroducts

Unly one firm was producing 2 by-pro-
ducts to supplement their income and diversify their

product structure,

8.4.2 Demand for the products

-

5 firms felt thut the demand [lor
their produ¢ts as 'certain' whereas 3 firms as

'considerably certain' and 1 firm as 'somewhat certain'
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In 4 firm products were priced

following average cost pricing,? firm full cost

pricing,2 firms
titive uricing.
was also fixing
levy sugar,

Se 5. rricing

mark-up pricing and 5 lirms compe-
In the case of 1 firm the overnment

the priee of the product,for example,

hilosophy :

1

was 'less sales

'low unit rrice

The philosophy of price in 2 {iims

but high price' and in 5 firms it was

bDuv mere sales?,

Bsub-optimal pricing :

4 firms felt that the prices of their

products were kept at a lower level (sub-optimal

level )than What it can get. That is the prices of

their products

could still be increascd withouv affec-

ting present revenue flow,

Bet2,0

Competition :

6 firms were {ucing pricce compelition,

S firms were facin, . competlition in Uhe quality of the
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product,s firms faced non-price competition including

synthetic substitutes.

8.5.1 Depsree of  competicion

1 firm felt that the competition in
its business was to 'a litile decree',2 Iirms to

'some degree',5 firms to 'z consideruble depree’,

1 firm bto'a high deiree' 2ud 7 firm to ‘a very high
degree',
8.6.2 Competilbive positign :

~ O e - Am e LY ooie
3T oTorluesved AT

1

titive

(9]
T

o
posiilon with sSub-optincl woilcing,% firms by impro-
ving the qualiiy ol the prodacts and 5 firms by
increasin;s galces promotion efivrts. 4 firms felt
thuat ther were relatively vetter placed in price
competition,5 Cfirms in the quulity of the products

and 4 firms in non-price competition.

8.7.0 Growth policy :

The growth voliey was adjud;ed by
the hirh accumulated retsined earnings in 1 firm,
hich rate of rrowth of ussets in 5 firms,hiph rate

of crowth of sales in 4 firms,hizh growlh rate of
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production in 3 firms,hiph growth rate of profits in

1 firm and high growth rate of employment in 71 firm,

8.,8.0 Flexibility of advertising and other sales

efforts

During 'good times' advertising
expenditure was ranked the Iirst for the flexibility
in 3 firms,ranked as the second in 1 firm whereas
during 'bad times' 1t was ranked as the first in 4
firms. In the case of sales force during 'good times!
it ranked first in 1 firm,second in 2 firms. In the
case of sales commission and other incentives dusring
‘good times' they ranked as the third in 1 firms
whereas they ranked as the tuird in 7 firm during

'had times'.

8.9.0 Flexibility in the volume of staff

4 firms agreed that the hire and
fire policy helped in maintaining the high degree of

flexibility in the volume of staff.

8.10.C Cbjectives of the firm

The respondents were asked to rank

a priven set of 21 objectives of the firm. It was
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found that ©» firms ranked 'growth of the firm'as

the first,2 firms the second. Other goels which

get the first rank are : maximum market share,and
customer satisfaction. The objectives getting second
rank are : growth of the firm,maximum sales revenue,
maximum production,maximum market share,maximum profit
and product quality. As re;;ords maximisation of profits
it gets only second and third rankin; by 2 firms each.
None of the firms has ranked it as the first objeckive,
Maximum dividend was poorly rated,as the hishest rank

was the seventh by 3 firms., The results of the analysis

are given in Table-8,1.

8.11.C Manapement of Hconomic Leverage variables :

¥irst thne oconcept of Economic
Leverace was explained to the respondents and then
they were asked to specify,for a given set of iconomic
Leverage variables,whether these variables were incr-
eased or decreascd during 'good and bad' times
to stabilise / smoothen the income preformance of the
firms. lhe results of the analysis showed that during
‘good times' two tconomic Leverage variables « asasetls
and expenditure on machincrics-— were vreferred to by
all the 9 firms as stabllisation mecasurces. Whereas

variables like employces' welfare expenditure and



Ranking of the Objectives of the firms.

Rank
Goals
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5
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7 8 9

10

11

12

15

Growth of the firm

Maximum sales revenue

Maximum production

Maximum market share

Maximum profit

Maximum dividend

Minimum costs

Customer satisfaction

Employee welfare )

Research & Development

Product quality

Business diversification

Cverall efficiency

Financial stability

Resource conservatiocn

Management Development

Diversification of product
structure

Price stability

Social responsibility

Solving environmental degradation

Smooth running of the firm
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-~ table continued - (’8.1)

Rank
Goal

%M 15

16

17 18

19 20 21

Growth of the firm

Maximum
Maximum
Maximum
Maximum
Maximum
Minimum

sales revenue
production
market share
profit
dividend
costs

Customer satisfaction
Employee welfare
Research & Development

Product

quality

Business diversification

Overall

efficiency

Financial stability
Resource conservation
Management development

Diversification of product structure

Price stability
Social responsibility

Solving environmental degradation
Smooth running of the firm

L . Y

£¢l
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research and development expenditure get second
rank, 5 IEconocmic Leverage variables - invegstment
outside,loans and advances,bonus and wapges,mana-
gerial perquisites and office modernisation expen-
diture - rank tiird having been preferred to by 7

firms as income smoolthing measures during good times.

During 'bad times' the highest
prefercice was accorded to a decrease in loans and
advences and outside investment as a staubilisation
measure,wneress 6 variables - employees welfare
¢xpenditure,bonus and wa,es,managerial perguisites,
research and develorment expenditure,expenditure on
zzchineries cnd office modernisatvion expenditure -
rank third. The results of the analysis are presen-

ted in Table=8.<.

8.,12.0 Feasibility of the management of Economic

Leverage variables :

The respondents were asked to rank
the Xconomic Leverage variables in an order of the
feasibility of their deliberate crealion and mana-
~ement during 'good times and bad times'. They
were piven 5 point scale raenging from 'not at all

feasible' to 'a very grest extent feasible', The



Table -8.2 : Management of Economic Leverage

varisbles,

——
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Variables Number of Rank Number Rank
firms inc of firms
~reasing decreasing
during good during bad
times times

Assets : 9 1

Capitalisation of costs 2 7

Qutside investment 7 3 7 2

Loans and advances 7 3 8 1

Public service expenses 6 4 5 4

Employee welfare 8 2 6 )

Bonus and wages 7 3 6 5

Managerial perquisites 7 3 6 3

Expenditure on machineries 9 1 6 3

Sales discounts 1 8 5 &

Sales promotion expenses 3 6 4 5

Research & Development expenses 8 2 6 3

Office modernisation expenses 7 5 6 3

Deferred revenue expenses 2 7 2 7

Capacity utilisation 4 5 1 8

Price incentives 1 8 1 8

Customer service expenses 1 8 2 7

Product line or mix

Volume of staff and workmen 1 8
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results of the anwelysis are vrecented in Table-8.3

which sugprests that

(1) most of the rirms found that the managenent
of the lIiconomic Leverase variables is feasible,

(ii) thig feasibility ronges from 'to a liltle
extent' to 'to a consideravcle extent',

(iii) as regards %o the relative fecusibility during
good times and bad times it was found that
these variables are mznceieable o 'a little
extent' durin:. rud times whereas during rood
times they could be managed even upto 'a con-
siderable extent.

(iv) not only that the numrer of observations in

'nod abt w1l fewsiol

[

' cate ory are inolgnifi -
cant bubt als et leact proilerence as a meds-—

ure of statilisation as _iven in Table-8.2,

Variables like capacity utilisation,
price incentives,cu.tomer services,éxpenditure,product
line,volume of staff and workmen and capitalisation
of costs were not studlied quutitatively in Chaopter-7.
However these varinbles were studied qualitatively in
the present Chapter-8. The results of the analysis
supports the main hypothesis., It muy now be inferred,
that most of the {irms were of the opinion that the

Economic Leverare variables could ove deliberately



Table-8,3 : Feagibility of the management of Economic Le;erage variables.

Feasibility of the management of EL variables

ng? at *To ai to some to a to a - to a very Total
. a little extent congider- great reat
Variables extent able exten% extent gxtent
G B G B G B G B G B G B

Assets 3 4 1 5 13
Capitalisation costs 2 5 2 1 4 14
Outside investment 2 8 3 3 16
Loans and advances 2 9 7 18
Public gservice expenses 1 8 6 2 17
Employee welfare expenses 2 7 5 2 16
Bonus and wages 1 6 5 2 14
Managerial perquisites 1 6 7 1 15
Expenditure on machineries 1 1 1 2 2 1 8
Sales discounts 11 5 6 4 1 L 19
Sales premotion expenses 2 5 4 4 1 1 14
Research & Development expenses 1 5 6 12
Office modernisation expenses 1 1 2
Deferred revenue expenses 4 2 1 4
Capacity utilisation 1 1 4 3
Price incentives 1 1 2
Customer service expenses 1 1 2
Product line or mix 1 1 5
Volume of staff and workmen

TOTAL 6 6 26 74 53 4 21 1 191

G = good times ; B = bad times

X!
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created and managed to smoothen the income streams

of the firms.

NOTEGLS

The questionnaire has been appended at the

end of this thesis.

The components units of U-lorm firm are divisions
which perform particular lunctions (sales,fin-
ance,production etc) for 211 the product lines
of the firms,

M=form firm iz composed of 'operatvin . divisicons!
or 'quasi-firms' whicl: perform all tnc functions
of each single nroduct and are responsible

head office,which both supervises the opersting
decisions of the gquasi~firms and allocates

capital funds.





