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CHAFPYTER VIII
SUMMARY OF THE FYNDINGS

8.1.1. The trends in fixed Iinvestment of jeind stock
companies have been studied in two di fferent parta. The
firat part of the study deals with e review of thearetical
litereture on fixed investments, The nctcond yart senteinse
empiricel analyels of the data collected. Vaieer findings

of both the perts are summerized below.

FIJED INVESTMENT DECTSTON

B.2e1, The review of literature has been divided into
three sections 3 fixed investment decisaion, finaneing

fixed investments and funds flow ensly:ia. T'w firet
sections deels with theorjes of fixed investment deoi-
gions. Investment decislons on fixed asueto differ con-
giderably from those on current assets. "hey have a larger
ocash cycle than the ourrent assets. Purther, owrent assets
decisions can be changed easlly, whereas fixed invweatment
decisions cannot be easily reversed durings the life time
of the asset. Fixed investment decisions help instellation
of caprcity and current assets the utilisstion of that
capscity. The most common formsof fixed investment sre
replacement end maintainence investrmenrts, expanasion invest-
ments, rencvetion, modernigation end diversificution inveat-
ments. These investments cen be urocdly divided imto two
categories, the routine investments for replscement and
maintenance and investments for growth and espansion,
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The firat categery of investments are meant fop meinteining
the exinsting rroduction eap city. While the egond eutegory
of investments are meant for exransion and zrowth by in-
stolline ceprcity. However, for each type of flxed invest-
ment decision a large mmber of factors rre 4o be daken
into eonsideration. Primary objective of =1l these fuctara

ia to maximise the return to the firm,

Be2:20 Flxed investment decimion imposes nnother vital
problem of d€clding amon- the alternctive proposals, Diffe-
rent methods l1ike pey back, ecoeomnting rete of return,
interntl rate of return and net present velue, nre being
used for eveluating these rrovosels. The l:st two methods
are considered to be sciemtific es they use the sophisti-
ceted discounted ccsh flow technique for evnluation. 'owever,
this technique poses a lsrge mumber of rr=ctienl dirfigulties,
The paybeck method of evaluntion ies understood by @ll =znd
mracticed by meny. While using the methods and reaching
decigions, the most suitable criteria to be fellowed eres
bigper benefits are yrefersble to smelle: Hrnes, and early
henefite are nreferable to loter benefits. There severcl
e~pitn]l mequests have been made by variomn geetions nf the
compeny end where only few of these can be aceepted becenae
af leck of immediete finds, the company has te udopt the
rinciple of capitel rationing,

Be2:3 ngafde the different methods whick sre theareti-

cally importent for fixed investment decisionmm, there are
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many other quslitetive consfderstions whioh influemce the
decision in prretice. These fectors are, the zoverment's
industriel and financiel pnlicy, carpar:ite tax plamming,
avaidabllity of investible funde, ete. Depceciation cherge
is one of the impartent internal factor h ving eonsidernble
Impact on the fixed investment decision, “oth because of

carparcte tax planning and aas source of financing.

PINANCING FIXED INVESTMENTS

Be3.la Different sources from which fixed iwmvestments
are financed have heen divided into two brord astezaries.
They are the internol sources ond externsl sourocea. The
internel sources of finaneins include deprecittion chrargeo
and retained eernings. The externnl sources inolude e nity
anpitsl, long term debt, ereditoras and cwrent borrowings,
Pixed investmenta for the existing product }ines, and
routine reploecements and meinteinence could conveniently
be financed throuph internal snurces, FPixed inwstmentc
for new m'oduc'ts and acquisition nf produact on eapreity
would necd more funds end thecefore also ne.d fircnee from
externnl sources, 'owever, companjes hove 4o finance the
fixed investments with & combination »f differemt oources
of Aunds keeping the ortimal capital stracture of the company

in view,

BeBe?e Optimal capitel structure is determirmd by strik-

ing a belance between the cost of ocapitel and riek iavolvement
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of different methods of financins. Internal sogree of
financing is eazsily aveilable for investmert, but 4s
cngt 1n eompar:tively high, “herer o lonz term dett, being
the cheapest uource of finmancing, enhances +he risk involve-
ment, and reduces the ligquidity »f the fipr~, e finsncing
decision depends on the cost »f fisnmelinz, ukich is
mea;arui-ed zp the welghted average coot of cuvital of the
firm, Turther, the rislk involvement of tle s-mrces of
financing should meintein the level o7 risk of the firm
intoet, The fixed investment financing of a cempany nlso
depends on the carpocete texetion, dividend rolisy and

the mode of financing its cucrent an-etn.,

FITDS FLOW ATIALYSTS

B.4,.1, Mancrement deci:inn regrrdiny fixed investments
and their financing, with the object of moteteining profi-
tability and liquidity needs nrpraisel, 794t avwelsel can
be ponssible by the carefml analvsia o7 the finenclel stote-
mernte, The funds Tlow anulysis fo found to be most apuro=
rreiate to find out the trend 2nd more emnlete and useful
analysis »f financial event:, The mout common method of
prepering the funds flow stotement wi:rte Srem the chonges
of brleance sheet items of two different ditee. However,
the stotement of balance sheet chengeo doea mol wovide

& complete picture of thre mejor funds flow. Three mujor

refinements in the crengen of retained cirinings, net income
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and fixed tnseta acguisi*ion nce to be mrde vy the analvet
tn mele the gtotement more woeful, De crote foemita for
funds fNlow stotements hive o he desirried Hr emeh ancl-st
tno anit his need,
TRETDS TV PIXED VR T T
Ra6.1. For the totnl semnle token tosethier the overall
trend In fixed Investments of jolnt atoa) covenies ahnua
an increasing trend anring the period of tve Audy, 7t con-
atitvytes nerinds of srovth and routine inve-{mente, Periode
of rrowth have been concentreted In the e »lia ond latter
rerrn nf the «tudv. The middle nperiod rer-ergtts more of
routine investments, Thun,'far the entice veriod,tic trend

representa statistically a ‘T=shored curve.

8.5.2. The firat phuge of srowth is butueen 1900=61 to
106%=b4, The veur 196%=6¢ 1. v vinr the b et Tnwestment
with 367 of zrowth, “ut In this ye.r, alv 0% ~f the sanple
carpenies had growth investments vherces nll athaes had
routine inventmerntip. Purther, out of the e 4 cenponies,
only 7% of tne aaguple :nd AB" of the tot:ul inve.itments of
that vetr. Desides thios perlod, the other yer pa of jxowth
nre between 1970~71 to 1975-7%. Thiso rerfod is fourkl to be
more uni form and steoble than *he sther vourq, Dueing thiis
veriod 67% of the sample com-anles hod growth Inveatments,
Out of this, 3% of the companies hud grouth inveatnents in

2ll tie three veurs, Th o, from thisg wnul» .38 we can conclude
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that the perind between 170=T1 to 197273 i3 Tound to
he moce merked Tor semrth cnd exrension oF Claed iaveat-

mentns than the »sther veirg o” tre utudy.

BeHeDa T™e footors §nluaencinzg the fizxed §nveaotment

trend hove been divided into two brosd cuterories. They

ere the internsl fretors and externel ficto pe The §internsl)
frotors  bheiny gales volumes, evrnings end depreaietion
charges. The externrl fectors are tox plusning, goverment
rolicien =rd ryailnability of investible fMinds, The influence
nf each factor in the Cired investnent trerd »f the Stste

npe been anelvaed,

B.5.4, In such snalysis, the enefficient ~f carrelation
between incrementel fixed investment and «rles volume ia
found to be + 0,29, This s atatiotically inslendfiennt,
megeatine poor ropoeistion hetyeen the twn verisblea,

Thia moar pasoeintion is due t» the differenne in the vaple
chrerncter of the two varisblea. First of #»11 firel inveot-
mete do not mrow remalerlr like acles. ™Mitther, wore srowth
of fixed investments cannot Incresoge arlen volime of e
compeny, The smlen volume depends upon =viilability of raw
meterinln, adequete su nly of energy, industelel harmony.
incresse in production, efficieney of =zles promotion neti-
vities end market demand, Tt mav havpen that the anles may

inererse due Lo the inerease in nrice thorzgh the wlume of
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sales remeins eonstent. lence, the two vociciles do not

have a close and direct relctinnship with eanh otherr,

BebaSe In a similec enalyais we found 4 ¢ (setlut on
betveen inerementel 9 xed invegtments T cedndnge aloo

to be vor, The eoefficient of correluation betwech fhese
twa variebles ip +0.02. The poor z-aoeicstion im neinly due
to the feet tnut, ecrningg do not depend upnnt £yed ‘nvest-
ment8. Flxed investment process is a lon~ rrnge investment
plenning far zequisition of capteltyv, Wheresp e rmines of
mrofit is & mechanimm of efficient corze’tr ndiliantion,
sales and oonversion of cuwrrewt ag ety frto cam. Tt also
derends upon the de.reciatiom pollic and adorkion of cost
control techniques. "n such an event mere mowth of fixed
investments eaniot nsswe increcase in the aqenings nt o
company. So, “ere zyn'n the relsatlonshin hetween twn variables

in not found to he directly significant,

BeSebe The s -0c'stion between the tun vi~frhles:r incre-
mentel fived inventments snd depreciactinn charres is foand

to be relrtively hirh, The coefficient o correlrtion hetween
these two voriohles 1o +0449, Thic ic strtintically sianifi-
eant ot 57 level nf aimmifiocrnce, The 1 op der-ee ~F mopo=
et $1on hetwecn the twnr wriebles surrests that, lnereqge

in fired inveotments ullimntely inorctses 4the demrecistion
charrea. In the ~ther hand, ineresnse in ~acumalated denre-

eiotinn charges help the compeny for fiuther iavectments



in fixed assePs. In general, the fixed as ets are financed
by funds penerated internally. Deprecietion chargme oon-

stitute a majoar part of this internal source of fands, This
anelysls surgests the high degree of interreletianship bet-

ween these two voriasbles,

Be5HaTe Another signi’icant observation helwg the high
de;ree, of associetion between sales, profits and deprecia-
tion enarres, The coefficient of correlatior hetween sules

and rrofits ia « 0,95, sales and depreciction s o 0,97, and
betveen profits and depreciction is o 0.87. This high degree
of positive associntion between the three virinbles surrests
that the ohenge in one variable also changes the sther two
almost in equal degreea, In mrnctice, incrense in sales results
in increace of nrofit, Inoreese In profit goes a}long with
hirher depreciation cherges. lowever, there ‘s a time leg
between the choige in the variebles. Szles, profita and
depreciation chargea chenge aimulteneounly und more frej uently.
Fixed Iinveestments chonge only discontimuicusly snd in ®ig leaps.
In view of this difference in charcoteristios, the first three
variables are highly correlated with ecch nther, while the

fourth veriables has poor associetion with the ethar veriables.

B.5.8. Besides the internsl fectars, & mmber of external
faotaras also influence the trend in fixed javestments, One such

externc]l Tfactar veing the govermient®’s finuncial and
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findn % -1l -nlicy. The foverrment nf Misan, In {4e progr--me
far industrialisction during Fourth Tive Ve r Men invited
the nrivote cectr ifndustries to inveat =0 st of . 6%
crores during 1969=70 to 1978-74. This invertnent was

t.imed at rzisin~ the ~er canitel income of the Tt te td

tha natismal overace and crectinn of adcitionel enplomment
onrportn ities. In responae to this Industriel snllcy »f the
Goverrent, emmmanies in the ~civote sector mrde additional
investments to the extert of i, 41.26 crore rwing the
verisd. This amoynt was ohout 449 of the tohal investmeht
ade during the entire period of study. Our tudy indicutes
thet the fixed investment trend .5 Leen very such influenoced

by Sovernment®s policy.

Bue5.9. The second externnl foetar 12 the aepor:te tux
plarnins done by com:anilen to ninimise 5. 11abiii%y. The
volume of emrnings of the companies inore ed durinmg 19509=70
to 1971~72,. The incrensines the tax lisdiliti{os of %he compa-
niea, In order to 'ave o better tex plonning, the egmpanies
invected funds ‘n flxed wosets. During th': jeariod mare than
70% of the growth investmenta are finniiced throush internal
funds. These investments helped the comuanien in getting
meximam tox relief Iin the Torm of depreci: Liom cherge:a. Fur-
there, this hno bencfited the companiec, in tae acquisition
nf napreity at o comparctively leasa cont iu earlier ryers
than the subseguent, yeurs in which they mitht hrve een put

into use. This 1o beccuse of inflation. During the pariod of



gtudy, for seven years there 2re mrowth Invermoents far

the total sample., In the veaecess o7 componvvise aamlysis,
ve found seve: cmpenies haviny more thon % yery of growth
investments durin; the perind, This frejprent {rmvestment

in fixed tscets iz tte an umisuald neewrennn ~qearding
to the theories of firzed frnvesthent, Thu:, it o1 be con=
clnded thot, flxed 1.avestmente fre mede v SMe © yraenies
mare frejuently as £ neprt of thelr tay ~1z 3ains than actual

need ar tre asgets.

B.%e10. The third external foector 1a t ¢ aveliebility

of Invertible funde. Flxed Inveatments vaw growth and
ervrenn’on ere rencrally financed by tunds riised exter-
n#1ly. Tonz term debt hes been found to ve the cwepest
asomree of externnl fAuds. So emrrnies trv 1o raipe long
debts for finencin~ their mrovih investmemtses .ven et times
they —notoone the fixed iavestment rnrosr "me in cese debts
are not forthecomine, “ometimen, 1T they zet the anvucance
for such 2 long term deht in neer fulure, they invest short
termn fanda for fixed investmenta 25 » ston—r-ap arrengenent,
In mr annlysin, ve Tind, thet the Il 7. 8ud othir term
lendinz $natitutions extended their helnliit hand to the
compunieg in Nriree durine 196970 to 1'73-74 in a big way.
The T.D.B.7. sonctioned an wamount of e 3830 Bakhs ond dis~-

bursed (.. 238,7 lekhs daring 1962 £~ 14387 do diffecent
mnjects of the gtute. Wherens it cznotinngd o 1860.5

lakhs end dicbur-ed I, 960.8 lakhs durins 1969 to 1375,
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Fucther the other term lendiney institutions of the country
scnctioned " .2020 lokho rnd dichwrgsed o 1504 1oans to
different industriszl prolects of the “trte dnping the

prme perind, This loroe senle cvailabillitry of long term
debts to Industries of the “trte hed enn-i lwwradle iIm ot

on the Inveotment i» flyed 2o -¢ta.

BeCutl, Tre poor assoncirtion beteen o amertel Fixed
irnveotmente #né the Internel fietors, auv-egte that the
trend in firec inveotmenlts hoe been Influenced norce by
the externnl foetorn, The rhove en:lyonl. ndier tes the t
the grovth In fiyed investrnent: duping 17071 to 1972=T%
hrn been hervily influenced by the e¢xter:? frctore like
poreriment's policy, Lnx ploaming ané vvndlad®ility of in-

veatitle funda.

FLNITIG Tkt

8.5,1. A precler wroportioa »f the odd Siensl 1xed
investments his been fincnced by funds en-geated intarnally.
Tapine the nerjod of routine investmoh: “i 4 yewrys mare
than 707 nnd far 3 yercg ~wore thien %0 of fhe " mmeatments
“heve been financed interaelly. biven dwinr the pacriod of
mrowth, interntl funds hove played @ nojor -ele. Daring
this verioed, for 2 yerrs more then 50 wnd fer % ye o

mare thon 397 of the jnvestrernts v ve beer M acnsed through
Anternal fundg, This crmlyads sugzects tot nteracl sources

07 funda contiriimted the malor shize of Vimmmefing cdditionel
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fived investments, However, it hee pleyed a sreater role
during the years of routine f{nveatments., Further the upe
of internsl funds is found to be mare significont during
the later years of the study. This is beciuve the volume

of earnings has considerably ineressed during this period.

8.6,2. The next impartant source of finaneinz s the
long term debts. Dmrince the neriod of grovth, foe 3 yers
more than 4% and far 2 years more then 259 of the Snvent=-
ments were financed through lorns term debts, Put dwrins the
period of routine inmvestments the propartion of lone term
debts ia found to be quite insignificant. The propartion of
long term debte to the incremental investments waried bhetween
10.08 to 71-96 per cent during the growth yeuwrs and between
6.81 to 30.45 per cent during the routine investmcnt years,
Yrom this enzlysis we observe thaot durin; Lthe pariod of
srowth, compenies utilised maore lonz term debta, alenz with
internal funde, to finance investments. *urther, we find the
use of lonx term debts moatly during the early yeiurs of the
gtudyve This 15 mainly due to the low rete o ewrnings genera-
ted by the oompanies during this period, end initial invest~-

ments mede by two lrrge compenies,

2,6.%, New equity capital ae & source of financing is
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found to be declining, Muring the first thiee years of the
atudy, we find the shere of new equit:y cupitrl varied
hetween 20 to 14 per cent »f the investmert. But there-
after it sterted declining for the rent »¢ Lhe verlod.
Mrinz the ficrst three years, t2ein, tuo ~f the new
ceomnanies reised their initisl ecapit- 1 1. mas, The fuctse
and enalyale sygceat thot further lasies of equitv capital
were nnt consjdered sulteble by the cmiranias for finon-

¢cing ndditionsl investments,

8.6.4, Conpanies 1o utilined shart tere fyunds far
finaneing sdditione]l flyxed Investrenta. Mrin: the study,
forr 5 yeera oF ~rowth investments cnd f2r € yer 25 of routine
Investmcnts, more thon 109 of the ndditinne] Inventments
vere finnnced by short ter— M ds, Forther, dwing the
rovtine invectments £ 3 vers more thin 28 ~op cent nf
the inve -tments were finzanced thcourtr gt wrt term rources,
Thio ennlyais dndierten thot arroies 42190 ghort term
funds both far growth investmenta aa well v for pontine
investmenta., Thic teend of firvnelnr: fived fnvestments
anyreata thet the com~rnleg onuld refce o wt téerm bank
harrowinrtg more ezgily eompared €9 long tor Munda. This
prietice nf contimious nne of shart ter “ade far finan-
cing fixed inventmenta munt have : fPected e varking
ernidcl rnsition of the comronies adveraely. Muwrther, the
liquidity of the firme and the short ter darrowing cupa-

oltvy from the banks must have been cnns’desably reduced.
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8.6.5. Thus, the trends in fineneing rixed 1uvegtrents
ghow t:e Impartance of intern:l sonrces of fumds far finan-
¢ing routine inveustments, The erowth imveoliants of the
earlier yesra have been finunced mostly by lomg termn debis,
while the letter ve o by intecnsl funde. The Inpertance
af avmrt term norces of fihvonadine Loth deringe rTowth as
well g routine inve simerts s quite sdg 1w b, Thids

s ioenta eagr cvetloebility of onart ter o pt barrowincs

for Tl eing c@8dition]l fixed invertme.i-.

COA YWY ik AYRTIY AT S

flaTela Tn the o wrowioe anelysfe ve THad toat, €
conranics hive tae Tirved fnve dmeert hrend es ceabwyped,

¢ enmrenies exch ng L=ninned cnd J=niuawo, ® o wpaiies

o bell (M) shuped @od two gonprules ihiowig a0 trend

ot £ll. The first trend indicotes spowt i manty ot
tvo neciode during tne cirlier yeirs wod Iihter yeioco of
the Ltudy, which iy giaafier to tivt o7 & « wowel troend.
e rees tae ather three treais inddeste ingic srowth
puriods duacing ecrlice yercw, tobter peor @ miédle
Terra of the ctudy cceopechively. Teve e 9 capr les
hoving cvercse anmusl Investoents low. 4 on Liog totel
osmple averamge, ron Lhese, 4 canpanien o4 5.1l com-a-
nies ond 4 eonnunien i re mediam sigaed corrnics. T compa-
nieo hove avecnge investrnents quite necrer ¢o tie totel
semple averore, sherers tw ceat 3 comntaies wwvwe overage

investments more then the total semple nvereire, 2 these
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b comnanies, 4 are larme comvanies and P rre plart slzed
ecompanies. Thus, the lrrpe tnd 2'ant eomprries heve areater
influence on the tolal semplc avernse, *hen the ~-n:ll and

medium commnanien.

RaT e 24 The cneffieient »f enrrelatinsn hetucen talen and
incrementel fixed invectments ie found to he sgetiticelly
sienificent in cese nf 3 companies, whare o it i Mhsigni-
ficent or negative far 12 compmnies, St:uti.ticelliy a eigni~-
ficent coefficient of carreleotion between rcafity and inare-
mertel flred invertments fa obnerwved in cige ~f 2 eomranies,
=n@d inaignificent or nerutive in cerse of 1¥ cwyinlean, Tut
he cocfficients of enrrelstion netweetr derrgaisriion chorges
znd ad 1tionel fired inveatment of 10 com ::lees ' 1re¢ found
to be stetistically sisnificont, where jt ¢ insirnificant
or necutive for 5 commanlen, Thug, we ern ranelnde thet the
two internral feetors seles ond rrofite 8o nnt hrve much
influence on the fixed Investment trends »F 5 adiviguel
comnmanien. Wherern derrecintion chorges "+ve gomaidersble
influence on the fixed investment trené ~f the comyenies

11re the cenerel trend,

B.Te3 Mnds oo Antosns ) cocenen oo LI ged by

14 anmenies foar #'ronein~ £ »odor noet »° Leic rountine
Payertmontha, “hereng anlr § envroantes nsed te gae for
mryrth inventmenta, Ton- tesn devts were ad oy 11 crpa=
njca fop fioceiny srowth Invectienta, viera s Yyrdy 3

empeties used the cume Tar routine iavest~o-8s. My 3
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sornanies relined Mfurds from equity taaue far finanaine:
addit1onal investmenta for more then 4 ye ro. Of thece

? companies reised their inltirl ezpitszl hwring the reriod.
Yhort term funds were used hy 10 empanies for financing
mrawth investments, wheregs 6 cmponies uszed this fund

foe romtine imregtments. Thus the trenda, in roneing

the edditionrl fixed Investments by the f r:t three snurces
internnl fuéds, lont term debtn orid equitr frmes zre juite
In 1line with the ~enernl trend. "hilc t-e iire 0¢ shert term
funds 18 found to be dffferernt from the renwueal trend of

tie tntel semple.

TESTTG N T e TP "Ll

RaBole As atited ecrlier in Chepter V, we hve exsmined

the follnwing hypotheses in this study 1

(1) Myed investnenteo of routine wtwe T meintainence

and renl: rementa nire mide enatimounly and an regulrr basis,

"his hypntheses wag examined hot- “ar the totel
smrle onslyoin ca well oo v individuel compenles,maing
:nds Tlow annlysis technijne, Ia the wocess ve found
that, out of 14 yerro o" the study, fx 7 vacp< these were
rontine inveatmenta “or the totul cemple. AL twae yeurs
are found to be contimiouo ducinr the miislae perind of the

gtudy. 'n the crge of communyuiee anzlysiz, we Mad 7%



of the emprnics had rontine investments 7y nare than
T yerro and th't too eontimuously. Thus, th's anslyeis
f'nd3 the hypotheoes velid for the totel snmrle vg well

ng tor the Individaal eomonies.

(™) Grovwth erd erm ne’ ~» dnve et 0 v de anly

In hi~ lenrs @ A3ncortivmnainly,

Thin hrmathenens §c amrin evimi-cd 1t Fath the
b ren af Anrlyalg with the heln af Suads Moy coplysis
tentaivne, Yero agein, we Find 7 yo ~x HF et Snve -t
mernta Fas the tatn]l asemele., ™t these Voo towt o ace qot
comtirmong Mt dfstritnted Avedias the esrdier reors and
1ntter verrs of the -tndr, uith n ~r- af £ vews, Tn the
coinmrwlige annlraia, we inpd, AT o7 T o wries hove
4 ver~n of Treati investment md AXL <f aacpantan hiove
5 warre Af ot invertments dwint 14 e o 07 the study.
Aerdn B enmnrnien e o aeouth rertods oA T oompenies
heve anly one “rowth nerind e ins the otadv. Ty, thin

d

ancly~1q9 findg thae hvporhee volid, bot™ oy the Yotel

semrle anclyala and individnal eanrneyy ow i da

(%) Thenred frotya Yrwve esnaidssr Fla in"luence

nn the fived invectment teoend aof romrm Aee,

Thig hrpotheses was «yomined with the help of

earreletion enelyasia b treen inerement:]l fixed Investments



ancé the interntl fretnra, anles 'nd proito, The ggeffi=
ctent of coerrelntinn hetyeen Snnrement2l “iyaf Himvec tments
and nales and bhetween fixed invesiments = ¢ worite Tor
the 1940l semrle rre Tannd ta be + 0.5G 0 7 o« ,PP regpe-

etivelr, Bnth cre otrti $ieplly dnois 07 rid, In the

erpaywlae cnilysic ve obeecve ti: b, v e s0eTfieients are
not  sipgrificont in o ose o012 wod 14 e o fee soppectively,

T, tne hypoties o 1~ a0t wiid o o« - 0% awles end
meatites oo dnter ) rokass etk Cap bhe otal o zomy le e

well cp Moe twe coscpnrise oo lyats,

() Dencecintlia eha~+ey and ave st~ ads I Tixed

ansets influence eregh "M -vp tn 2 very et extent.

Thia hypothesis s urain eximined wiih the
help of cacrelation wnlyasia bvetween lac e rent: 1 f£1xed
investnents and denrecistion charrea, ' the totsl samrle
an:lvais, we find tre enelficgicet of encrelutim between
the tya veriavle Ip ¢ 0,49, wiieh ig sttt i Weally 8isni~
“icant.s T enne nf comramvige ninlysds e wva find the
eneificientr aigniiicont 11 cuse of 10 capanisa. Thus,
the hynotheaiz $a volid hoth Tor Hue totel s ple imd far

individunl eamneiies n2lon,

(B) Arved Iaverlesd teead is unt ¢ Yected by the

externel factca.
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Thio hypothes o wou examined by uaing iaforma-
tian fieom the Dicector's cerorts a7 the sumoie emmopanies
rnd other contenvpocory s_w_:nver'mtmtl, end iacsihutiennl
cecaedn. O exomin tion of thnese renarto, we Ind Yhat
e evteca ] vTnebors Iike poovernrentel incusirie! poliev,
cor ot e tax vlenninz ond ovallebility of iavertible
funds heve eonniderable influence on the Yired irnvegt-
aent trends o trne cuompanies, Thus, the hvrothesnin is

not velid o¢ tae studve

(&) Internal moucces 2 Tands crce « o rally need
Ty Tinaneiner roubine nvestrents while et ingveriments

aog reqaenlly Tlnonced by externnl sovcees Y Prnds,.

This hrnothesia wea exuniaed vt 48 nelrp of
fruads fiow i lyols teenndue, Tn bhe t0 " cevrle encly-
sig we fiad that o ree bor veoaracting ( mooe fnin THE )

-

07 the routine Inve trerts are Finaseed —r ioteaal sourcen.
Tue emeanywtse analvota o)sn sows bt 8o epoales hove
finsncea 8 yeirg of wnele rovtine inve b i e tirely
Lironeh intern: ) vands, Yhe opovtl fnve B ooahe, on tihe
other hond, ere finpaced mootlv ( Mmace o SO ) dieangh
lones term depts, Tn tre eovnpuaywioe cnal = 1t we fiad thot

11 eamnraniens hiave uaned lons ter - debta oot sthe external

aoerces of fingneint o trelis apouhs love: beriae Thus.,

this hypothesis $~ vrlid so fur os fiae civg of routine



fave *rents throush intoernae? 5 wrces and wowth ‘nve st-
et Yieath externiel Duda for total a- ¢ e vell og

Lo individnn) emoeien,

(7) Start term Tinomeda o o ocerslt el Toe
Mreeotnr “fyed Inreatme ate ondy duoiny ey vertaig

cad dhat tnon for oot rorinds.

Thiag 1 mothesdis waa alon exeminer vite the

velvn of Tandg Mov o lvsia technisue, Tr the to%al aamnle
enelycts, we find thit both durins the rembing =ad growth
fnvectrents short tern furdg hitve Loen n e, 3ome timen
the wornoctinon ¢ Ll Dend exseeded 2% 7 the Lreveost-
ment 171 @ yerre. This means lome term Pxed rawe Jmenlho
have been fincnced fron shact tern: sawcees v fiads, 1.e,.,
heny credit tolen for the Tingaeing of e fog cepitsl and
creditorg =nd »roviaiag fop cuorcent Liobititley, IV Cog
nlan  cen oboerved .7 thio sowce s een noud aoatimg
nmuis 1y durdat the eatlire necind o the osted o Fomwvar, 'n
the orse ol ertprnyueitcg Lrilysts we fiad, Lyt ) ewmennies

used this avneee Qwrine e versen oo o 1r b ewmrenies
ured 1t duerirns the rritine iavest~ento, MNut, Wile wwdyole
£indg the hyrothener invnlid o the tot:? wmyle 2nnl:-sis

hmt walid for many ndividanl cmocodce.



