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THE PATTERN OF FINANC TAY, LEVELAGE : A CROSS-SECTION STUDY OF LISTED
INDJAN COMPANIES*

The study has two objects : {i) to =scertain the corporate
managers' attitudes about the use of leverage, and (ii) to
examine, in the light of the attitudes so revealed, the industrial
pattern, trend and volatilities, of leversse, and the impact of
size, profitability and growth on leverage. The study will

specifically focus to seck answers to the following questionss

1. How dc the company managements react to the uée of
financial leveresge? Do they have any understending of
the costs of verious sources of finance and the concept
of the coptimum capital structure?
2, Arec there significant incustrial differences in the use of
financial leverage?
3. What are the trends in the industrial pattern of leverage?
k. Do compenies within the same industry reveal homogeneity
in the use of leverage?
5. Do some industries rely more on trade credit than others?
6. Do compenies usc different sources of outside capitel as

substitutes for each cther?

]

*Research & Publication Cormittee, Indien Institute of Management,
Ahmedabad provided financial grant for this project,



7+ Does the pattern of the short-term sources of outside debt
show more veriability than that of the long—term sources?

8. Does there exist a systematic structural relationship between
leverage, on the onc hand and size, profitability and growth,

on the other?

METHOD 0F INVEST IGAT ION

To achieve the first chject of ascertaining the corporate
managers' attitudes about the use of debt, a guesticnnaire suervey
was undertaken, The guestiomnaire was sent t0 100 randomly selected
compenies, ocut of which only 30 companies replied, The analysis of
the completed questiomnnaires is given in the following section,

The list of the comnranies is contained in Annexture 1,

Fer the purpose of the second cbjeet of the study, data for 743
companies in 18 industrial groups were collected from the Bombay Steck
Exchange Directory. To see the trend and stability of the leverage
pattern over years, data were analysed for 1973-74 and 1980-81. Thus
all those lited compenies for whick the reguired data were availzble

were included for analysis,

Leverage is defined as total liabilities to total assets (TL/TA)
percentage for detailed analysis, It would be realized that 100 per
cent minus TL/TA percentage would give the net worth percentsge in the

total financing,



Leverage trend is defined as the average trend (per annum)
over the eight-year period (1973-74 to 1980-81) of the leverage
percentages., It is measured by the trend of the léast sguares
regression line drawn for leverarc percentages. Leverage
volatility is represented by the spread of the investigated values
around the calculated trend. The closer they cluster around the

trend the less volatile they are and vice verss,

For studying industrial patterns end the structural relationships,
all compenies are classified by industry, size, profitability and
growth, No company is included in more than one industry, BSize is
defined as total sales and companies are classified in n;ne size
groups, They sre also classified by two measures of profitability -
net sales to total assets (NS/TA) ratio and return on capital employed

(ROCE) and by growth in szles, Growth in sales i . ﬁeasured as the

compound growth per year over the last cight years,

MANAGEMENT ZTTITUDES TOWARDS LEVE.LGE

As stated, a survey was conducted to ascertain by gquestioning
manegenents of companies the understanding of the optimum capital
structure, cost of capitzl end factors which lenders consider
importent in grenting loans, This secticm gives the analysis of 30

responses received frem the companies listed in Amnexture 1,



COST OF SOURCES OF FPINANCE

In the first question the respondents were asked to rank the

following sources of finance from the least te the most expensive:

(i) = Ordinary share capital
(ii) Preference share capital
(iii) Reserves and surplus
(iv) Bank borrowings
{v) Long~tern debt
Exhibit 1 tabulates the responses., 26 cut of 30 respondents

EXHIBIT 1 : Ranking of Sources of Finance (from Least to Most Expensive)

Total
Source of Finance Rank 5 4 3 2 1 Responses
Ordinary share capital 26 2 1 0 1 30
Preference share capital 2 7 17 2 1 20%
Reserves and surplus 8 14 L 2 i 30
Bank borrowings e a2 5 21 0o 30
Long-tern debt 0 2 0 4 23 29%

¥ One company each did not give any rank to preference share cepital
and long=term debt.

(87%) regarded ordinery share capitasl as the most expensive, Out of
twenty six, seven renked ordinary share capital and reserves and
surplus and one also preference share capital as being jointl¥ the
nost expensive. One respondent considered ordinary share capital to
be leest expensive. Twenty three compenies (77%) regarded long~term
debt as the cheapest source,0f the remaining seven corpenies, four

ranked reserves and surplus, one eech ordinary share capital and
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preference share capital as the cheapest and one company, which

steted not emmloying any long-term debt, did not rank this source,
After long-term debt, the lergest number of companies (21) ranked

bank borrowing as the second cheapest source., Seventeen respondents
regarded preference share capitel as cheaper then ordinary share cépital
end reserves and surplus and more expensive then bank bhorrowing

end long~term debt. Nonme of the compenies indicated long—term debt

as the most expensive, although two corpenies felt bank berrowings

as the costliest scurce of finance,

In response to the question whether ordinary share capital and
retained earnings were cost free, only one respondent, who alsc
ranked ther as the least eipensive, regarded these scurces =as cost
frees All other corpanies {29) not only stated thet ordinary share
capital and reteined esrnings invelved costs but also defined costs
of these sources, &4 voriety of definitions were proviced, some
defining them together while others separately, A large nunmber of
companies however defined cest of equity in terms of opportunity

cost, Some typical examples are guoted helow:

"The profit before tex reguired to be earned to pey the
expected dividends divided by the equity capital will
provide cost of equity capital’l

"When several projects demend the use of these sources

of finence{ordinary share capital and reserves and
surplus), opportunity costs become the basis for decisions
depending on whet yields highest returns., Besides,

these funds should generate profits enough to service
their use in business, Hence, there is a cost for

these scurces of finence,"



"Cost of equity capitel end retrined earnings is the
minimum post tax return reguired as per industry
standard for payment of dividend,®

"pyofits ploughed back, in fact, is an expensive source
of finence which represent funds which would have nor-
melly gone to shareholders in the form of dividend but
have remained (undistributed) due to company following
a prudent finsnciel policy - a sacrifice made by
gsharcholders. The cost of such earnings could be:

Profit after tox - Preference dividend

Equity + BReserve

Further, in the case of equity shares, there would
be an ndditional expenditure, such as shares servi-
cing ete,"

"The cost of ecuity cepital te the organization

cannot really be measured precisely, One approach
would be to find out what the cost is to the

present shareholders. Even if the expectations

about future profits meterialise there could also

be difference of opinion about the extent of cost

but perbaps the only logical procedare for comput ing
the cost of equity funds is to find out the alternative
cost?

"Tn the cese of the reteined cernings elthough there

may not be any tengible or direct cost within the
pusiness there may be importent opportunity costs in the
shape of verious investment opportunities foregone?

*The cost of ordinery shsre cepitel is the rate of

return thst the compeny rust cern so that there is no
diminution in the value of the shares. It may be
expressed es the current yield of the share plus the
growth in the rate of dividend linked either to inflation
or expectaticn by the shareholderseesssessss The retained
CArNINES esee00.Will produce a future growth in dividends..
tieessns without & chenge in financiesl risk or dilution

cf carnings....... The ccst of profits nloughed back

is the seme s that of ordinary share cepital..eeses”
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"Por share capital the rate of dividend (pre tax)
is the cost and for internal accruals at least
that of the bank borrowings",

"Guantification is difficult, In principle,

cost of debt + premium for business and finenecial
rigk - in the region of 25% after tax!

"On ordinary share capital, & compeny is expected
to decrease dividends, This is to be corsidered
as the cost of this finance, Profits ploughed back
also cannot be ccensidered cost free, es if that
money was not ploughed back the company will have
to borrow further

"Cost of equity is the earning capecity of equity
enjoyed in the pest and your plen to improve if the
performence was not satisfactory in the pest, 4t

leest the rate of dividend you would pay and the
safe cover¥

It may be clear frowm some of the above statements that a
number of companies have wrong notions about the cost of equity.
It is incorrect to definme the cust uf euvuiby oo the dividend rate
(pre or post tax), or the return cn book-value of equity, or
dividend or earnings yield. The concept of the cost of equity
is intimately releted to the value of share, It is the minimum
rate of return required by the shareholders to keep the presént
value of the shere unchenged., The cost of equity therefore is
megsureé as the expected dividend yield plus expected growth in
dividends, Only in the case of constent firms, the cost of equity
will be equal to the expected dividend yield, vwhich would also be
equal to the expected earnings yield (or earnings-price ratio). An
alternate definiticn of the cost of equity is the risk-free interest
rote plus risk premium, In wnractice, the difficulty erises in

deterzining the risk premium, zlthough the capital asset pricing



model gives lot of insights in this regard, The difficulty in
computing theoretically correct cost of equity however should not

be cited to use an illogicsl measures of the cost of equity.

PUBRTRENCE FCi BORIOW INGS

In enswer to the question whether a company would always
prefer to borrow even if other sources of finance (for example, .
equity finemcing) were availoble, thirteen respondents indicated
that they would alweys prefer to borrow, The cormon arguments
for preferring borrowings were: (i) tax deductibility of interest
on debty (ii) higher return to shareholders due to gearing; (iii)
complicated procedures for raising equity capital; (iv) no dilution
of ownership and controlj; (v) equity financing resnlting in a
permenent commitment 2s compared to debt. Some of the statements
of respondents faveuring borrowing are given below:

" Investment of bhorrowed funds yieléiug a higher
return then cost wonld meximise return on
investrent to the cwners of business?

"The company would prefer to borrow as the
efter-tax cost of debt is mmch less than

the cost of equity as the interest is tax
deductible in computing the taxable income,

perticularly when the ccmpeny has = very high
marginal rate of taxation?
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"Post tax borrowing works out chesper, Procedure
for raising fresh equity finence (are) more
complicated and ability to raise such finance will
depend on various factors over which the company
has no control®

"It is better to reserve the equity finance
available for future growth and expansion,

Further in the long-run cost of horrowed funds

are cheaper comparced to equity financing., Eguity
finencing will end in a permanent liability compared
to borrowings?

Six companies replied that they would not show preference for
borrowings, They did not however give any reason for their zttitude,
The remaining eleven companics stated that the choice of financing
would depend on e number of factors, These corpenies regarded
internal and external perarwters influencing the financing choice,
The internal factors include? the purpose for which funds were
needed, earnings capacity, existing cepital structure, zbility
tc genexeste cash flows, investment plans ete. The external
constraints were thought to be capital and money market conditions,
stipulations regerding debt—equity mix and convertibility clause
ete, Some of the typicel stotements are guoted below:

"This (preference to borrow) would really Zepend
on. the capitel gearing at thet time for the unit,
the need for which the funds were required and
the prefit being generated and the cash flow of
the unit?

"The question cannot be answered by saying either
yes or no, The choice of particuler source of
finance depends on nucher of faectors and we do
feel in its own interest there cannct be any

organization which would always prefer to borrow
even if ecuity finance is available ond vice versall
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"The answer cannot be yes or no always. It is the
pattern of finence, the use of funds and its eafning
cepacity (estimates) on the basis of which finance
mix can be determined$

M eessocsshorrowing is subject to parameters like
cenvertibility clsuse, interéat rate, risk of
bankruptcy etc?

®There cen be no specific preference towards
horrowings as a sowrce of finance, The company's
finencisl requirement will vary frem time to

time depending upoen factors such ag ite existing
cepital structure, investment pleans relating to
expension, nodernisation znd replacement as also
its margin money requirement for incremental working
capital, In addition, the ccsts of share issve,
existing morey market and bhanking conditions and
the impact of statutory reguletions would influence
the nix of finence reguired hy a ccrmany?

FACTORS INFLUENCING IENDING DEC IS I0NS

In prectice, a coomeny nay not be able to borrow whenever it
vants to do so. Lenders would grant loan aftzr a proper eveluation
of certain charecterstics of the company, We trisd tolascertain from
the responding companies the importance cof factors which lenders
consider while deciding to graant loan, Exhibit 2 tabﬁlates the
freqﬁencies of renkings given tc various factors by the respondents,
One respondent did not rrok the factors cemsidering this to be
practically difficult while snother gave equal ranking to only three
fectors - security, profitebility and quality of management ,. Of the
remaining, the largeat number of ccipenies, viz, nine, considered
guality of menagement as the rost important feeter, followed by

profitability, Bight compenies gave second ranking to profitability
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Exhibit 2; Ranking of Factors Considered Iuportant in Lending
Decision (from Most To Least Important)

Ranks
Factors 1 2 3 & 5 6 7 8 9 10
"
Profitability 6 8 3 & 3 2 1 1 - -
Liquidity 3 6 6 3 3 2 1 2 i -
Growth (Sales) 1t 3 5 2 2 3 2 8 2 -
Bxisting Debti~
Equity Batio 2 3 » % 5 5 i 2 - -
Beseves Position 1 2 £ 2 2 2 7 5 2 2

Fluctuations in
Profits - '3

i
ury
[y
ot
W
=Y
o
[ve]
i

Total Net Worth - 3 3 8 3 2 7 3 i -

Qual ity of Manage

ment 9 2 3 & 3 L 2 - 1 -
Security 6 6 % & 3 1 - 2 3 -
Others 2 - e m e = = - - -

followed by liguidity (6 companies)., Six companies each also gave
first and second ranking to security, Fluctuation in prefits was
considered to be least impertant by meicrity of ccmpanies (12),
followed by sales grovth (8 compenies). Existing debt-equity
ratio and totsl net worth also were given poor ramkings, One
conpany thought the government's fiscal policy was most improtant

in the lending decisiens,
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On the basis of the weighted score, the factors given in
thibit 2 could be ranked in order of most to least importent as
given below:

Profitability

.Quality of mansagement

Security

Liquidity

Existing debt—equity ratioe

Growth in sales

Total net worth

Heserves position

Fluctuations in profits

It mey be surprising to find lowest ranking for fluctuation in
profits, On a priori basis, this should be an important variable in
borrowing/lending decisions. 4 firm's ability to service debt would
depend on profitability (more appropristely, cash flows) as well as
variability of profits, The firm mey be reesonably profitable on
an average but the quelity of its debt—servieing would bhe poor if its
profite fluctuate widely, Debt adds financiel risk; a fluctuating.

profitability wouléd aggravate it further,

About one-third of companics heve regarded the cuality of
management as a significapt factor in the lenders! loan granting
decision, The managenment would be considered of good quelity by the
lender if the firm is doing well financially, The lender is thus

evaluating the financial characterstics and performance of the firm



13

rathker than the'manggement rer se, The guality of manegement
canmnot be taken for grented if a firm manaeged by a managers belong
te a particuler buciness house. If a firm is performing well, how
does it matter to the lender whether or not it belongs to some
business house or menagement group? Logically therefore it is
difficult to appreciate a very high irportance accorded to the
cuelity of menagement, independent of financial performance of

the firm, in the lending decision.

OPTIMUM CAF ITAL STRUCTURE

The resPQndenfs were also inquired sbout their understending
of the optimum cepital structure, and whether or nct, in their
opinicn, a compeny should maintain an optirmr mix of debt and
equity, Twenty five out of thirty stated that a corpany should
have an optimum capital structure, four felt that ca@ital gtructure
need not necessarily be optimum and cne did not respﬁnd at all,
All respondents, except one, provided the definitions of the opt inum
capital structure, At least cne~third of the compenies seemd to be
aware of the theoretical concept of the optirmm capital structure,
and defined it in terms of the minimum cest of capital or the
naxirmm value to the shareholders, One of the corpenies gave a precise
and theoretically correct definition of the optirmm cepital

structure in the folleowing words:
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"The optimum capital structure is thnt which meximises
the value of the firm., The value of the firm is
equel to the market value of stock plus the value

of the firm's debt, Though leverage couses EPS, and
consequently, the value of stock to increase, it also
increases the firm's risk. Thus, increased

leverage inolves 2 risk-return trade-off. Our policy
is to keep our debtw-eqguity mix around 3.5:1. Debt
refers to long-term debt including debentures,m

Yet another definition cmphasising the value maximisetion is
as follows:
"Optirum capitel structure is a point where the
value of the firmm is meximised.,,."
The following is quoted a definition which refers to the cost
of capital:
"We can consider the capital structure to be

optimun when the mix of the different sources
of finencing meets the follcwing cbjectives"

(i) mninimises the cost of cepital (weighted
average c¢ost of different scurces of
financing);

(ii) ensures finesncial stebility; ané

(iii) evoids 1iquidity prcblenms,”

a

If the optirmn capital structure occurs at a point or within
renge where the value of the shaore is mexirme {or the cost of
capital is pinirum), how docs one determine it in practice? The

angwer is provided by a respondent in the follewing wordss

"The optimum capital structure rust take inte
scecunt three -variables: (i) ‘favoursble-finsnecial
leverage, (ii) inceme tax leverage, and (iii)
market condition, i.c., the reaction of the
investors to changes in the capital structure

of: the cagpsny by:the mse of debt or equity -
financing?
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"An empiricel approach to measuring capital
structure would deal with variable of marked
conditicns in determining the optimum cepital
structure, For exarple, a company may be

in an industry that has an average debt—equity
ratio of i:1. It may be ermirically denonstrated
that the investing public does not discount

the value of the company's stock as long

as the company stays within a 40% of the
industry aversge. If the optimum capital
gtructure is viewed a8 a range, instead of a
poirt, en optirm range can be developed
based on the cbservaticn, The cplirmim range may
begin 40% below 1:1 and continue up to LOP

above it, or o debt-equity range from 0.6:1

to 1.b4:1.

"If a coppany mainteins a capital structure
within an empirically optiram range, the equity
capital will not experience a decline in value

due to excessive perceived risk by investors.

As a nansgerent technique, the compeny can seck

to maintain a positicn near the top of the range,
thus allowing the compeny to take maximum advantage
of financial leverage snd the benefits of the
incone tax effect on interest, At the same time,
the prices cf the equity shares will not drop
because eof risk, Indeed, if investors discover

the sitrategy, they may react by ineresasing the
price earnings rmltiple on the premise that the
compeny is exceptionally well managed to meke such
good use of finencial and income~tax leverages'

Some companies nake the mistake of assuming that the
paximisation of profits leads to the mexinisation of the shareholders'
wealth, Consider the following statement made by cne of the
respondents:

"The optirmn capital structure in our opinion is
cne where the maximisetion of profits to the
shareholders can be achieved as the objecsive of

the compeny is meximisation of the sharehclders!
wealth?
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The czl'iterion of profit-meximisation does not comsider several
practical problems, which are faced in practice when decisions
about the efficient use of capital are mado, ‘It is unsuiteble
as an operational criterion for investment and financing
decisions since it fails to toke account of uncertainty and time,
Even the measurement of profits is a difficult task since it
depends on the accounting policies employed. The wealth {value):
maximisation eriterion mecsures denefits in cash flows and

discounts them over time to take account of risk end umeertainty.

A few respondents have thought the optimum capital structure
as the cne that meximises the earnings per share. To quote one
of the repliess

"Optimum capital structure is that
combinetion of debt and equity which gives the

highest earnings per ordinary share in the
long run' '

Phe criterion of maximising EPS will inveriably favour debt, at
lesst in the case of profitable companies since the cost of debt,
given the high tax rate in India, is quite low. With increased
debt, EPS weould ook improved. However, like the profit maximisation
criterion, the EPS criterion ignores risk, The belief theat
investors would be just concernmed with the expected EPS is not
logically founded, Investors in valuing the shares of a canpany
censider both expected value of EPS and the verisbility about the
expected value, Thus, a long-term view will tend to lead one to

a criterion of wealth~maximisation then EPS—maximisation. The
EPS-critericn js an important performance measure but not a decision

criterion,
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The optimum cepital structure is a dynamic concept. As the
time end merket conditions -~ investors® behaviour, new securitics,
interest rates etc.-change, the optimum capital structure for a
company alsc shifts, Industry norms and exiernal factors also
act as constraints to the determination of the optimam capital
gtructure, The following answers of some of the respondents

reflect thiss

"The optimum capitel structure will depend on the
industry and the position of the organisation...
Nornelly 2:1 (debt—equity) ratio is considered
opt i

"The optimum capital structure will very from
industry to industry. In highly capital
intensive industries, the debt-equity ratic
will be high, There is np precise definition
of ovtimm capital structure. The debt—equity
mix of any company would vary, Jdepending on
profitability, lines of business, the ability
to exrloit opportunities, end the philosophy
of the company's menagement!]

Similar views as above were expressed by other respondents also.

Consider, for example, the following statement:

"The optimum capital structure for an organisation
is dependent on many facters, Under given
circumstances it is always desirable itc have a
combination of equity and debt for fimancing the
cepital needs of the crganisation, Use of debt
and equity in proper proportion would leed to
optirmm caepital structure. Besides industry
characterstics the reletive costs, risks, total
fund requirement etc, are the mejor influencing
factors in deciding the proportion of debt and
equity within the capital structure, One should
however beer in nind that what is optimmum capital
structure today for a business may not remain so
for all times to come in the future as the total
capital employed in the business changes comsiderably
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over & period of time and thereby necessitating
change in the capital structure, In additional,
general industrial enviromnent also influences
the optimum cepital structure?

The fact thaet capital structure does not remain static is
stated in the following words by one respondent:

"In general the optirum capital structure would
be one which strikes & prcper balance in terms
of earnings and risk-bearing among the various
stakeholders of the company. Such an optimum
would differ from industry to industry, and
also over a pericd of time depending on the
prevalent borrowing climete as weel as the
company's own priorities, Under inflationary
conditicns however such an optimun structure
is found to move merkedly towards a higher
ratio of debt as campared to earlier years%

The results of this section of the survey concerning the under—
standihg of the optirmnm capitel structure and the use of leverasge
indicates substantial basic conceptual thirking and clarity anong
majority of the corporate managers, It is also revealed that
they would genereally prefer to borrow, subject to internal and
external constraints, Further, o number of then ccnsidered
profitability, quality of ranagement and gecurity &s the most
importont factors and profit veriebility as the least importent

factor in the lendexr's evaluation of their companies for

granting loen,
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ANALYS IS OF INDUSTRILL PATTERN OF LEVERALGE

In this sectioﬂ, the industrial pettern of leverage, with
trends end voletilities, is analysed. The patterns cf six measures
of leverage = total liabilities to total assets (TL/TA) rotio,
long term debt, loans and advances znd sundry creditors to total
assets (LD +Li+5C/TA) ratio, long—term debt and loens and advences
to total assets (LD+LA/T4) ratio, long-term debt total assets (LD/TA)
ratio end sundry ereditors to total assets (8C/T4) ratio - are studied.
It is hoped thet this will help to ascertain the complimentarity and
substitutability of verious sources of borrowed cepital. However,
in the subseguent sections only TL/TA percenteges are analysed in
detail, All forms of debt, including sundry creditors end provisions,
provide gearing with cdifferent speads and alsoc involve risk of non-
payment anc consequerntly, of bankruptcy. In fact, trade credit,
beiﬁg free of cost, would provide maximum gearing benefit in the
case of profitable corpanies, Further, if it is true that various
sources of debt are substitute for each other, thenm it is appropriate

tc analyse TL/TA ratio as a leverage measure,

INDUSTRIAL CLASS IFJCAT ION

Exhibits 3 and 4 contain industrial classification of totel
liabilities to total asset; (TL/TA) percentages; the percentage
distribution of companies cver eleven leverage levels is given for
the periods 1973-74 and 1980-81, In 1980-81, the lergest number of

companies (25.4%) are concentrated in the 70-80% leverage level.
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If all levexrage levels are classified into four broad categories -
low (0—30%), medium (30-5(, high (50-80%) and very high (above 80%)
— it may be noted that only 3% companies are in low, 9,9% in
medium, 62,8% in high =md 24,2% in very high range of leverage.

It is significent to note that five out of eighteen industries

do not have ary company in theO-40% leverase range, nine in the
0-30% leverage range, Nine incustries has their largest number

of compenies in 70-80% leverage level, eight in €0-70% level end
one in 30-40% level, Excluding aluminium which has very
insignificent number of companies, coifee, cement and jute appear
to be different from the genersl pattern, The former having

low level of leverage while the later twc have high level

of leverage. Electricity has its concentration (66.7%) in the
60-70% level, Between the 0-40% leverage range, 6.4 companies
fall; cnly coffec znd transport have significant percentage of
compenies in this range, Except coffee and electricity, other
industries have, more or less, same distrivution pattern in the
50-100 leveraze range, Cement has the largest number of companies

(31.2%) in the above 100% leverage level, followed by jute (22.7%).

The leverage level in 1973-74 was slightly low. The largest
number of compenies (26,1%) ané industries (11) were in the 60-70%
leverage level, ‘elthough fhe high leverage range (50—80%) covered
64% corpenies as against 62.8% in 1980-81, The percentage of

compeanies in the very high leverage level (ebove 80%) however
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was substentially low (i%,4%) in 1973~7% as cozﬁpared to 1980-81 (which
is 24,26)., This means that a lerger number of companies have

come in the negative net worth categzery in 1980-81, Cement, coffee,
ta plentation and jute represented deviations from the gemeral
trend, The first three showing low levels of leverege while

jute being highly levered, It is noticeable thet cement companies
have shifted towerds high levels of leverage, most significent
upward change being in above 100% level, in 1980-81i, The companies
in cotton spinning and trading alse showed upwerd shifts. It is
obvious that largest number of compenies of 211 industries cluster
around high leverage range of 70-80%. Indian industries thus employ

& very high level of Mother pecples' money?

The industrial analysis cf the second measure oi leverage -
lcang and advances plug long-;te1~m debt—plus sundry creditors as a
percentage of total assets - is presented in Exhibits 5 end 6.

In 1980~81, the corpanies on the whole are some what symmetrically
‘distributed over the ranges of leverage. The 0=30% leverage renge
covers 14% companies while above 80 range covers 14,8% companies;
each pairs of 30-40% and 70-80% levels end 40-50% and 6ﬁ470%
levels covering equal percentages of compenics while remsining
ler;est number of compenies (18~-7%) concemtrate in the 50-60%
leverage level., In the low ieverage renge (0~30%), the groups cf
coffee,electricity, sugar and breverics, trading ond trensport and
of cotton spinning and weaving, food products and jute are

different from remaining industries, The first group of industries
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"shows significant concentretion in the 0-30% leverage range while
the loter group has elmost no compeny i this range, In terms of
leverege levels, cememt, jute .addcoffee display significent
dissimilarity from the rest. The compenies in cement and

jute are distributed in high leverage levels, while in coffee

they are concentrated in lower levels,

In 1973—74, larger number of campanies were distributed in
lower leverage ronges, It is noteworthy that compared to
197574, the percentage of companies in 0-30%, 30-50% and 50-80%
leverage ranges declined, while increased in above80% level
in 1980-81., The significent increase took place in the 90-100%
end the above 100% levels. Between 1673-7% and 1980-81, cement,
cotton spinning and weaeving, jute and paper and pulp showed
significant téndency te shift towards high levels of 1everaé;e,

while coffee =nd electricity shifted to iow levels,

Some times for certain purposes, such as to judge the
interest-bearing: ability of the company, leverage is measured
in terms of interest-hearing debt to totzl assets., Nloans and
advances (meinly from banks) end long~term debt to total assets
{LA+LD/TA) is sgch a measure, In 1980-81, the largest number
of compenies (21,5%) ;'a,re in the 30~40% leverage range, followed

by the 40-50% level (18.6%) and the 20-30% level (17.2%) (Exhibit 7).
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Except coffee, metal alloys, sugar end breweries, trading and
transport,the compenies in ali other industrics are conceptrated
in the 20-50% leverage range, Coffee employs the lowest funded-
debt, followed by trazding,sugar and breweries anc¢ trensport,

The compenies in metal alloys are distributed over the entire
renges of leverage. Cotton spinning ané weaving and cement erploy
high leverage, the later heving 25% compenies beyond 60% leverage level,
In 1973~74, more number of companies were in bigher leverage
levels, except in above 100% level (Exhibit 8)a As compared to
1973-74, chemicals, ceffee, electricity, jute, metel alloys, sugar
and breweries end trading have become less levered while paper

and pulp and tea plantation more levered,

The components of the above leverage measure - long—term
debt to total assets (LD/TA} ratio and losms end sdvances to
total assets (LA/TA) ratio,are also seperately enalysed, It is
noteworthy that for LD/TA ratio all industries have their lergest
number of compenies in cne leverage range, viz., 0=10% in
1980-81 (Exhibit 9), The 0-30% range covers about 90% of
compenies, about 60F covered in 0-10% range in both the periods.
Ceffee, food products, sugar and breweries, tee plantation and
trading seem to have low degrees of leverage, Cement, cotton
spinning, paper and pulp snd transport have significent number

of corpenies in 20-3C% leverage level and beyond in some ceoses.
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Except transport, no industry hed eny company distributed in leverage
levels above 60% in 1973-74 (Exhibit 10), It is significant

to note that the level of levorage has increased in 1980-81,

BExhibits 11 and 12 reveal thet generazl level of loens and

advances to total sssets ratic is higher than long=tern debt

to totsl assets. The highest number of compenies(26,0%) in
1980-81 are concentrated in the 20-30% range while in 1973-74,
riore or less, equel number of coupanies were distributed in
0-10%, 10-20%, 20-3C% and 30-40f leverage levels. It may be
observed that in 1980-81 companies in coffee, electricity,

gugar end breweries, tea ané transport seem to concermtrate

in 0-10% leverare range, companies in cement, chemicals and
electric equipment in 10-20% range and companies in cotton
spinning, cotton spinning and weaving, general engineering, jute,
metal alloys, paper and pulp ané synthetic fibres in 20-~30%
range, Trading has ecual mumber of companies distributed in
0—10% and 10-20% range while the larrest number of companies

in food products fall in 30-40% leverage level. 4 very
insignificaﬁt number of companies fall beyond 60% leverage level
jn 1980-81, The 197374 patterr of LA/TA ratio was somewhat
different, Almost cgual number of companies were distributed in
the 0-10%, 10-20%, 20~-30% and 30--40% leverage renges, Also,
quite a significant number of companies (13.3%) were in the
.40—50% leverage range, Coffee, electricity and transport employed
lov leverages in both periods, 1973-74 and 1980-81, As compared

to 1973-74, the levels of leverage resduced ip the cese of cement,
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coffee, cotton spinmning, elecricity,; jute and sugar and

breweries zn¢ increased in other cases,

Sundry creditors is a cost free souwrce of finance, and
therefore, would provide maximm leverage adventages even in
the case of marginally profitable companies, Dut beéause of its
very short matgrity excessive use of this scurce can prove to be
vulnerable in financial stringencies. In 198081, eleven
industries have the largest number of companies concentrated
in the 10-20% leverage range , three each respectively in the
0-10% and 20-30% renges and one in the 30-40% range (Exhibit 13). The com~
penies in jute are fairly well distributed over almost all ranges
of SC/TA ratio and thus, is a heavy user of sundry craditors,
Coffee, followed by tremsport, uses it to the minimum extent,
In 1980-81, more than 3/4 {i.c., 78%) compenies have SC/T4 ratio
between 0-30% range, 18% between 30-50% range and 4% in excess
of 50% level; the largest number of cempenies (33.6%) fall in
the 10-20% range., This pattern wag different in 1973-74 In
197374, 88,3% ccmpanics hed concentreted in the0-30% range,
10,1% in the 30-50% renge and only 1,5% ir the above 50% range
Exhibit lhj. Thus the level of SC/TA retio has shifted upwards in
1980-81, The ratic has increased in the cese of cement, cotton
spinning and weaving, fcod products, jute paper and pulp and
sugar =nd breweries, and declinzd in the case of trading and
transport. It nay bé noted thet jute companies were concentratad
in 0-20% level in 1973~74, but they were.scattered over-all renges

of leverage in 1980-81,
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LEVERAGE TRENDS AND VOLATILIT ISS

The detailed annlysis for trend end volatility is done
only for TL/T4 restio, In Exhihit 15 compenies in each industry
are distributed to seven ranges c¢f leverage trend-three each
as negative and positive and cne neutral., It cen be noticed
that 37.7% of the canpanies showed neutral trend, 16.3% negative
vhile 46,1% showed positive trend, Thus, over the eight year
period, 1973-7%& to 1980-81, the level of leverage hng increased
significoently, This is ezlso indicated by the all industries average
TL/TA ratio of 70.65% in 1980-81 (Bxhibit 17) as compered to
62.44% in 1973-~74 (Exhibit 18),an increase by 13%. Except cement,
coffee, cotton spinning end tea plantation, the largest number
of companies in all industries are concentrated in the neuwtral
trend reonge. Cement has its largest number of compenies in
high positivé trend category, and the remaining three in the
low positive cetegory. Exhibits 17 end 18 show that average
TL/T4 ratio for cement has increased from 57.87% in 1973-74 to
92,27% in 1980-81, Cotton spinning has an interesting trend
pattern;it has egual numbor of compsnies in the medium and high
positive and medium and high negstive trond ranges., Cement does
net have any company in the negative categories while electricity

in negative and medium and high eategories,
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: Exhibit 16 presents date on industrial classification of
leverage (TL/TA) variability. Except electricity, none of the
industries has significant number of companies in low volatiiity
category (0-20%). Each of the seven industries — cotton spinning
and weaving, gemeral engineering, jute, synthetic fibres, tea plantation,
trading and transport « hes between 9-405% companies, cotton
spinning, metal alloys, psper and pulp ond tea plantation have
3-5% compenies, aluminium sné cewent none, chemicals and electricity
aromnd 20-22% and electric equipments and food products about 15%
companjes in the low medium volatility category (2-4%). In the high
medium category (4-6%), excluding aluminium, with insignificant
observation%,chemicals, coffee, cotton spimming, sugar and
breweries end trading have 7-10% companies, cenent, food products,
general engineering, jute, synthetic fibres and trading 12,16% companies
while others heve 19-21% companies except metal alloys which hes 27.3%
.campanies. In the high volatility category, except electricity and
aluminium, the former having larger number of companies ané the
later none, all industries have similer pattern, There are seven
industries which appear to contrin more or less number of compenies
than the general pattern in the very high wolatility category (above

10%), Tea plantation seer to be mast volatile,
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Exhibits 17 to 20 contain data on the average levels of
leverage and variability (measured by the coefficient of variation)
of the six leverage messures for each of eighteen industries, The
analysis cf these dets give interesting insights about the
industrial clessification of levels and veriabilities of leverage.
It may be observed thet cement hes the hishest aversge TL/TA ratio
(97.27%4) vbut its variability is also next to higkest (50.00%)
in 1980-81, Coffee has the lowest aversge TL/TA ratio (50.78%)
with o 37.94% varicbility. Except for cement (97.27%), jute
(89.08%) and coffee (50.00%), the aversres for other industries
(excluding aluminium) cluster arcund the all industries avereasge
of 70.65% with a standerc deviation cf + 11,66. On the other
hand, companies withir differcent industries show significant
degrees of veriabilitiesy cotton spinning and weaving being the
most variable and electricity being the least varizble, In
1975-74, jute had highest aversge TL/T4 ratio (82,65%) and
doffee lowest (#9.57%); electricity wes agein least verisble but,
instead of cotton spimmins and weaving, coffee was the most
volatile, The all~industry average TL/TA ratic was low
(62.44%) end also the stenderd devietion (+ 9.01). The pattern
of L& +LD 48C/TA ratio has been more or less same as thet of
TL/T4 ratio., In the case of funded-debt to total assets {LL+LD/TA)
retio, cotton spimming end weaving has the higheat (48.58%) end
coffee the lowest (9.63%) average in 1980-81. -Coffee alsc had
lowest average (15.14%), while metzl alloys had the highest (43,00%)
average in 1973=74%. Coffze has shown hipghest varicbility in beth

periods and cotton spinning was lesst variable ir 1980-81, while
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electricity in 1973-74, Significant industrial veriations can be
seen in the average levels and voletilities when L4 + LD/TL ratio
is decomposed into LL/T/ and ID/TL retios. However, no definite
pattern emerges. LL/Ti ratio shows the most volatile inter-
industry and intra-industry volatility among 211 leverage
measures., It is therefore not & correct belief thot the short-term

sources of debt show more veriability than the leng-term sources,

In the cese of SC/TA ratio except coffee, having the lowest
averege (10.30%) jute, having the highest average (42,85%) end
trensport (10.90%), all other industries' averages do not
significantly differ from the overall average in 1980-81, Coffee
is the most volatile and electric eguipment leest in the same
period, It is interestinz to note thet SC/T4A ratio shows rmch
less inter-industry and intra-industry veriagtions as compared
to LD/TL ratio, . In 1980-81, the average level and veriability
were similer in the cese of SC/T4 and LL/TA retios, In 1973-7%,

industries had depended more (13 times) on loans and advences

(1argely from banks) then sundry creditors.

Co::i)ari:g all-industries sverages, between 1973~74 and 1980-81,
average levels of SC/T4, LD/TA L4 +LD + SC/TL and TL/TA ratio
increased, the sverage level of LL/T4 declined and of L4 +LD/T4 rat_io
remained, more or less, the samc, It would also be noticed that

ell leverage ratios, except L4i/Ti retio, showed more inter—industry
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volatility in 1980-81, compared to 1973-7L, It is very significant
result to note for both the periods that as we start calculeting
‘higher leverage ratios, the inter-industry differences stari
reducing, In both the periods, TL/TL raio was leest variable,
preceded by LA+LINSC/TL ratio. It is therefore implied that
industries empléy varions outside sources of debt as each other's
substitutes, the overall leverage (TL/T4) ratio showing a lot

of similarily for most of the industries,

CL/SSIFICLTION OF LEVELAGE BY SIZE

In Bxhibits 21 and 22 leverage (TL/Ti) percentages of 743
companies are classified by their sizes., Size is measured in
terms of total sales, The highest percentesge of companies in any
particular leverage band for each size category is indicated.

In 1980-81, the highest number of companies are contained in the
70-80% leverage level for four, in the 60-70% level for two,in the
above 100% leverage level in the case of the smallest size
group - Rs.0.0-Es 1,0 crore —out of seven size groups, The first
two smell size groums conmtazin equelly highest percenteges of
companies in the above 100% leverage level, Thus & large number

of small companies heve negative net worth,

When the 1680-81 results are comparzd to 1973-74, we find
shift of compenies from smaller to higher size groups, and

alsc compenies moving towards higher levels of leverage. In 19737k,
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only two size groups have highgst nusber of ccrpanies in the 70-80%
leverage lével, three in the €0-76% level and three in the 40-6G%
level., It is gignificant tc rote that larger percenteges of com-
peries have fallen in the sbove 100% leversge level in all size
groups in 1980-81, except in the case of the last size group where
the number of compsanies has ceme down to ril from the highest per—
centage of 12,5 in 1973-74, It is noticesble thot in 1880-81 o
larger number of companies are positinned in the leversge percent-
age beyond 70%, end that smaller the size, the lerger is the per—

centage of compenies in the above 100% leverage band.

A closer examingtion of the data elsc revels that smaller size
compenies (i.e, between B. 0.0 - I, 1,0 crore) are distributed over
all bends of leverage. It is 21so evident that the larger compenies
somevhat fend towérds_higher leverage levels, Tor exaﬁple, conpanies
falling in ﬁhe ebove Bs, 5.0 crcres size category virtually have no
company in 1973-74 end only 1,6% corpenies in 1980-81 in the 0-30%
leverage range, By this, however, it is not suggestéd that smaller
corpanies have smaller levels of leversge. It has been already shown

that smaller companies also employ high level of outside capitel,



32

CLASSIFICATION OF LBVER/,GE BY PROFITABILITY

In an earlier section, our survey of the company managers'
gttitude towards leverage has shown that one of the most motivating
fectors for employing cutside funds is the increased return for
shareholders, The higher the profitability of a company, the
higher will be the return for shareholders as the lewvel of debt
increases, although financial risk also increases, Profitability
is also an indirect indicator of the debt-serviting ability of a
firm, although profits and cask inflows need not synchronise,
Theoreticelly, therefore, the most profitable companies should

be employing more outside capital,

The leverage (TL/TA) ratic is classified by two measures
of profitability - net sales total assets (NS/TA) ratio end
return on capitel employed (ROCE), Exhibits 23 end 24 present
the leverage classification according to the six groups of
NS/T4 ratio respectively for 1980-81 snd 1973-74, It is evident
that on an overali basis, the productivity of assets (NS/TL) has
improved over the years, In 1980-81, a larger number cf
compenics heve shifted to higher NS/, ratio groups, For exarple,
there hes been a 17.9% £all in the number cf companies in the
NS/T4 barl of 0~1,0, which has been ccmpensated by 14,4 incFease

in 1.0-2,5, 3.2% in 2.5-5.0 enc 0.2% in above 5.0 NS/TA bends.
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In 1980-81, four out of six profitability (¥S/T4) groups
have highest npumber of cowpanies in the 70-80% leverage level and
two respectively in 60-70% end 80-90% levels. In 1973-74, on
the other hand, two groups had highest number of companies in
the 70-80%, three in the 60-70% end one in the 50-60% leverage
levels. Closer serutiny of date reveals that in the 0.0-0.5
NS/TL group companies ere gcattered over all ranges of leverage,
in the above 1.0 NS/T4 groups & very insignificent number of
companies fall ir the 0-40f leverage level, and except the
sbove 5.0 NS/T4 group, all other groups heve & good number
of compenies in the above 100% leversge level., Thus there does
not seer to be e definite relationsbip between NS/TA ratio and
TL/T4 raio,

The analysis of the patterr: of leverage in terms of ROCE
indicates tast the improved productivity of assets {measured
by NS/T4 ratio) has been transleted by campenies in impreved ROCE,
and thet they heve tended to move towerds higher level of TL/TA
ratios, Some interesting results emerge while classifying
leverage by ROCE in 1G80-81 (Exhibit 26), Two extreme profitability
groups — the unprofitable group (< 0,0% #OCE) end the nmost
profita,blé gr sup (> 30.0% EOCE) of compesnies — contain e very
lsrge number of companies (respectively 40% end 29.5%) in the
highest leverage level {above 10¢%). In 197374, no compeny veas
place¢ in the above 100% leverage level from the above 30%
profitability group, It is implied therefcre thet eamong the most

profitzble compenies in 1980-81 a large nuabor cf them heve
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negative net worth due tc losses accumlated between 1973~74 and
1980-81, It may be cbserved that companies in the profitability
groups ranging between 5-30% ore lrsrgely concentrated in the

60~70% leverage level, Lmong the wunprofitable conpenies, 15.7%

were concentreted in the above 100% leverare level in 1973-74
(Exhibit 25), Four profitability groups - renging between 0.0 -20,90%
heve highest number of companies in the 60-70% leverage level, and
profitebility groups - 20-30% and above 30 # have highest number

of ccﬁganies in the 50-60% level in 197374, What is thns evident
from this anslysis is thet leverage clessified by profitability

(RCCE) does not displey a systematic pattern,

CLLSSIFIC/TION OF LEVALLGE BY GROWTH

Grewth companies are regarded to employ high level of leveragee.
Leverage (TL/TA) rati§s are therefore classified by growth in total
sales, Bxhibit 27 shows that cver the eight-yesr period (197374
to 1980f81), sales of only 7% cormenies either declined or did
not grow, It is also significant to note thst about 3/4 (73%) of
compenies' sales hes grown by more than 1D per cent per annux, This
(growth) may be perticlly Gue to the inflation in the Indian econocmy,
It is interesting to ncte that companies in the 5% negative eand above
20% positive growth groups were distributed over almost 211 renges
of leverage. A1l growth (negative aﬁd positive) groups, except =3
to -~ 1, have significent percentages of companies in the above 100%

leverege bend, It is notewerthy thet among medium to -rery high
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growth groups (i.e., 3 to above 20f% range}, the higher growth
groups have lesser erd lesser percentages ~f corponies beyond

70% levercsge bandst

Growth Fercentage of Cos,

Caotegories ir above ‘70% leverage bends

3--5% 80%
5—10% 53%
10~20% 50%

< 20% 5%

It is thus obvious thet there does not scen to be eny systenatic

relationship betweer growth and leverage.

CCNCLUL NG BEMAEBXS

Our survey of the memegers!' attitudes towards the use of
leverege has shown thet a large rumber of then consider ordinsry '
share ca?i£a1 as the rost expensive and the long~term debt as
the least expensive, Ccnsisent with the theary, mejority of the
nanagers felt that ordinary shere cezpital snd retained earnings
were not cost free, and opportunity cost is the cost of such
sources, The prectising nemsgers have alsc shown a strong preference
to horrow becéuse ~f Low cost of cebt due to the tox deductibility
of interest cné the complicsted procedures for raising the equity
capital. Thus about 43% respondents would always prefer to borrovw

while 37% wouléd like to borrew subject to the internal characteristics
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of their companies and external censtraints,

In the opinion of the responding menagers, profitability,
quality of managemert end security were the most important
factors whieh a lender would examine &t the time of granting
loan, They felt that fluctuations in profts wes least important,
followed by the reserves and net verth positions, in the lending

decisions,

It is interesting to note that dmost all respondents were
aware of the ccncept eof the optimum capital structure, and its
importance to fhe compenies, More than 80% opined that every
cerpany should have optirmm mix of debt and equity. A large
majority cof the respondents defined the optimum capital siructure
as the one ﬁith the minimm cost of capital or the raximum value
cf shares,

The highly faveurable attitude of the corporate menagers
towards the use of leversge is borme out by the very high level
of debt employed by the Indian industries, Censidering all
compenies together, about 70 to 80% of their assets are financed
by outside debt, including current liebilities, Companies employ
trade credit as much es benk borrowings., The level of leverage in
all industries have increased in the recent years as conmpered to
1973-74%. It is noteworthy thet the level of losns and advances,
including bank borrowings, has declined, which seems tc have been

substituted by other sources,
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The study alsc indicstes that classifying leverage
percertages Ly the type of iniustry does not produce any petterns
which may be regarded systeratic and significant, The trends
and volatilities associated with the leverage percentages also
do not support the belief thet the type of industry has n
an impact on the Cegree cf leverage, The findings of this study
thus raise dcubt on the propesition such zs the following:

One kind cf evidence in faveur of the traditional
positionis thet compenies in the variocus indusiry
groups appeaxr to use leverage as if there is

some optimmm range appropriate to each zroup.
While significant inter-~compeany differences ir
debt ratios exist within each industry, the
average usage of leverage by broad indusitrial
groups tends to fellow a consigstent pattern

over time,l :

It is elsoc believed by the acedemic and cormercial world that
the level of debt cmployed by a corpany would be deternined by
factors such as size, profitebility andé growth, The study
reveals thal sizes of the compenies have incressed over years and
alsc the levels of leverage. There is slsc some evidence of the
tendency of lerge size campenies tc concentrate in the high
levels of leverage. But it is difficalt to say cenclusively
that size hnas an irpact on the degree of leverage since our
enalysis alsc reveals that a large number of smell firms alsc

enploy high levels of debt,

1. Sclomen, Ezra, The Theory cf Fipnancial Management, Columbia
University Press, 1963, p.98.
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The study also Goes not indicate = definite structural relation-
shipts between the degree of leverage, on the one hand and
profitebility ond growth on the other. A4lthough over time,
profitebility end growth have improved end so hes the degree of
leverage, yet mejority of the profitability ané growth groups

of companies are concerntrsted within narrow beuds of leverage,

From the findings of the study - that the levels of leverage
in the Indian industries is moving upwards =nd that the a large
majority of compsnies'leverage decisions seen to be independent of
their size, profitability, growth znd industricl varistiens, it
may not be incopropriate te imply thet Indisn compenies generally
borrow.upto the meximum permitted level. 4 sericus guestion cen
be therefore raised in this context ¢ Is it a2 prudent policy on
the part of compenies to employ high degree of borrowed funds
without eny regard to their operating snd finencisl characterstics?
Mcking indiscriminete use of debt is undoubtedly an unsound
financial policy. Such policy in the long=run would tend to make
companies in Indic highly risky and most valnerable in the face
of uncertain econcmic and political enviricmment, It is amply -
enphesised in the literature on the finanrcial policy that a
prudent debt policy ought to be decided in the light of its risk-
return consequences end the firm's césh-flow adecuacy. It is
understandable that tex dedwetibility of inberest charges and high
rate of inflation tend the Indian companies to nmake unrestricted use

of debt. But they should not fail to realise that in the long-run



39

they - will not only loose the comercial flexibility, but
c1so under the widely fluctunting cconomic conditions, even their

survival would be endangered,

There is yet another broader implication of the excessive
use of debt from the point of economic systen, High level of debt
algo results in & leveraging of econcmic power, besides producing
significant finenciel geering. The growth of the capital market
for ecuity capitel is suspected to remein restrained if excessive
debt is cmpl oyed, and as & conseguence, the economic power would
get concentreted in the hends of a few persons in thec companies.
It need no ermhasis to say tihot sueh potentiel concentretion of

nower would prove counter-productive te the economic syster.

Whot could be dene to reduce the companies' excessive
dependence c¢n the other pee?les‘ money? A proper answer to this
gucstion woald require a detailad exeminstion of issues such as the
government's industrial, fisenl end monetary policies, the
interest rate structure, the state of capitcl wrd money markets and
strategies to develop them, the financial performences of the
companies: . the disclosure prectices, the.lending policies of
finenciel ipstitutions @ so om. It is not within the scope
of thie siudyio elaborate on “these issues.

§ince the deductibility of interest charges for tex computation
geems to be the most compelling motivetion for using high level

of debt, a debgteble question may also be raised 3 Should not
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-interest charges, like dividenis, be disallowed as deductible
expense? We do not have a definite anéwer at this stage, Eowever,
it cen be stated that if 2 compony has a separate entity from

its owners smé lenders ond if the totel funds cmployed by the
company is a pool of cepital, it Goes not seem very logical to
distinguish between the earnings of owners and lenders for

tox purposcs,
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Industrial Clessification of TL/T4 (1980-81)

Leverage Range

————

Type of Industry % of % % % % % & 7 % 2
Cos. 0-10 16-20 20-30 30-40 43-50 59~60 60~70 70-80 8700 90~100 > 1¢

1. Aluminium 0.4 0.0 0.0 0.0 0.0 33.3 333 33.3 0.0 0.0 0.0 0,
2, Cement 2.2 0.0 0.3 0.0 0.0 6.3 0,0 25.0 25.0 6.3 6.2 31
3. Chemicals 12.5 0.9 G 3.2 5.% 10,8 22,6 23.6 17.2 6.4 1.1 9,
4; Coffee 4,7 0.0 C.0 8.6 22,9 20,0 20,06 20,0 5.7 0.0 0.0 2.
5« Cotton

Spinning %8 2.8 2.8 5.0 0.0 5.5 16,7 38.9 27.8 5.5 0.0 o.
6., Cotton Sp. & . _

Wv, 12,2 0.0 0.9 2,2 1,1 .1 7.7 20.9 36,3 12.1 5.5 13,
7+ EBlectric

Equipment 8.5 0.0 0.0 0.0 0.0 0.0 11,1 25.&% 31,7 15.9 48 11,
8. Electricity 1.2 0.0 0.0 0.0 0.0 0.0 11,1 66.7 22.2 5.0 0.0 O
9. Food Products 1.9 0.0 G0 0.0 741 7.1 21,2 28,6 28,6 7.1 0.0 0,
10, Gen. Engg.  13.3 0.0 002 2.0 2.0 40  15.1 21.8 343 10.1 5.1  8.:
11, Jute 3.0 0.0 0.0 042 0 4,5 13.6 13,6 13,6 18.2 13,6 22.1
12, Metal Alloys 9.7 0.0 0.0 Cf K2 83 13.9 13.9 35.3 5.6 5.6 15
13, Paper & Pulp 4,k 0.0 0.0 0.0 3,0 6,1 25,2 21,2 24,2 3.0 15.2 3¢
14, Suger &

Breweries 5¢5 00 00 2,4 2,4 §.8 14,6 26,8 14,6 12,2 4,9 12,9
15. Synthetic

Fibres 3.1 0.0 2.0 87 43 8,7 2601 348 8.7 L3 0.0 43
16, Tea Plantetion7.3 0.0 5.6_ 1.9 1.2 5.6 4.8 9.3 25,9 14,8 9,5 11,1
17. Tfading 2.5 10.5 el 0.8 0.0 .5,3 15.9 15.9 26.3 15.9 11,5 0.6
18, Transport 2.7 0,0 13,0 5,2 5,0 13,0 2.0 20,0 15.0 10,0 10,0 0

102.7 0.4 0.9 L7 3.4 6,5 15.2 22,2 25,4 9.k 5.1 93‘




EXZIBTT 4
Industriel Classification of TL/Ti (1573-74)

Leverege Range

% ot § % % e v % 4 % 7 %
Type of Industrygos, 0-10 10-20 20-30 30-40 0-50 50-60 6070 70~80 80-90 90-100 P10C
1, Zluminium 0u% 0.0 0.8 0.0 33,3 0.0 32.3 33,3 0.0 0.0 0.0 0.0
2, Cement 2.2 0,0 0.0 0,0 18.7 18,7 18.8 18.8 18,8 0.0 6,3 0.0
3. Chemicals 12.5 1.1 0,0 1.1 9.7 15,0  17.2 31,2 16,1 &3 2.2 2;2
L, Coffee %7 0.0 11.h25.7 17,1 20,6 143 5.7 0.0 2.9 0.0 2.9
5. Cotton Spimning&8 0.0 0.0 2.8 0.0 83 0.6 22,2 0.6 5.5 0.0 0.0
€, Cotten Sp, & T |
Wv, 12,2 3,1 0.1 2.2 0.0 5.5 16.5 733.0 28.6 5.5 - 5.5 2,2
7. Electric ,

Equipment 8.5 0.0 C.0 0.0 0.2 7.9 12,7 3C.2 27.0 12.7 3.2 6.3
8, Eleetricity 1.2 6.0 9.0 0.0 0.0 i1, 0.0 77.8 11,3 6.0 0.0 0.0
9. Food Products 1.9 0.8 9.0 0.0 0.0 21,4 143 28.6 28.6 0.0 7.1 0.0
10. Gen, Engy 3.3 1.0 .6 2.0 3.0 1141 141 23,2 28,3 9.1 1.0 7.1
11, Jute | 3.0 040 0.0 5.0 CuC 0.0 9.1 45 DS 27.3 135.6 4.5
12. Metel Llloys 0.7 0.0 3.2 1.2 5.5 6.9 20.8 .33.3 15.3 9.7 1.4 5,5
13, Paper & Pulp 4k 0,0 3.0 C,0 i5.2 S.1 24,2 27,2 9.1 3.0 3.0 6.1

14,. Svgar & |
Breweries 55 2.4 C.0 G0 4.9 14,6 34,6 29,3 22,0 9,7 2,4 0.0

15, Synethetic

Fibres 3¢l 43 0,0 2.0 8.7 13.0  21.7 26,1 21.7 k3 0.0 0.0
16. Tea Plantation 7.3 .0 3.7 5.5 13.0 2.1 16,7 13.0 7.4 11,1 1.8 37
17. Treding 2.5 0,0 0.0 5,3 0.0 0.0 105 158 42,1 10.5 10:5 5.3
18, Trensport 2.7 5.0 10,0 5.0 0,0 5.0 15.0  30.0 15.0,,15.0 0.0 0,0
107.0 0.8 1.2 2.8 5.7 11,2 16.6 26,1 21.3 3.0 3.5

7.9




SXIIRIT 5
Industrial Clagsificotion of LA+LD+SC/TA(1080-81)

Leverage Renge

—

% of % a4 o
Type of Industry Cos, 0219 10220 20820 z0lsn

B

oo 526 6L e erfoc 90§1903»1%o

1- Aluminiuﬂ Qslﬁ Cofj r‘.(} 33.3 t_}o"' 3‘503 ﬂ.}op 53-3 "“tC f‘.’j r}-? C"OJ
2. Cement 2.2 6,7 0.0 .6 12,5 5.5 25.0 6.3 6.2 18,8 6.2 12,5
3. Chenicezls 12.5 .0 3,5 5.4 22,6 15,1 20,4 Z.9 4,3 5.3 1.1 10,8

4, Coftee 2.7 4.0 25,7 8.6 11,k 11,4 0,0 0.0 G 9.0 9.0 2,9
5« Cotton Spinng, 4.8 2.8 ©,0 8.3 13.9 25.9 25.0 22,9 N0 2,8 0,0 6.0

6. Cotton Sp, &
Weaving 12,2 0,0 0.0 2,2 LA 7.7 22,0 17,6 22,0 6,5 6,6 11,0

7. Electric
Equipment 8.5 0.0 1.6 3.2 7.9 22,2 20.6 17.5 12,7 3,2 0.0 ii.1

8. Electricity 1.2 1i.1 11,1 31,1 11,4 33.3 il.1 11,1 0.2 0.8 Q.G 0.0

2. Food Produ- '
cts 1.5 2.0 0.0 0.0 143 28,6 28,6 21,5 7.1 0.0 0.0 5.0

10. General Hngg., 13.3 2.0 3.0 10,1 9.1  16.2 15,2 23,2 7.1 . 2.0 4.0 6.1

]

11, Jute 3.0 0l 2.0 0.0 3.0 1%.6 22.7 Ny 2.1 22,7 13,6 18,2
12, Metal £11loys 9.7 1.4 1.% 5.6 9.7 9.7 1841 16,7 1944 4,2 6,9 6.9
130 PaPEI' &- Pulp 404 0.0 ‘C‘-':‘ 9.1 3.C 18.2 15.1 21.2 12.1 9.1 9.1 300

14, Suger &

Broweries 5.5 2.4 7,5 14,6 12,2 2.8 26.8 T3 73 L. 2.4 4.9
15. Synthetic |

Fibre 3.1 D0 8,7 N 21,7 17.% 26,1 4,3 1%,0 0,0 0.0 _8.7
16. Tea Plantetion Ted 7.k 3 5.6 7.4 18,5 11.1 24,1 13,0 3.7 Gal 0.0
17. Trading 2.5 10,5 5.3 5.3 15.8  15.7 15.8  15.8 10.5 5.3 0.0 0.0

18, Transport 2.7 15.0 17,0 0,7 15,2 20,0 5.0

)
.
[

25.0 5.0 0.0 5.0

10""00 "3-8 &-2 5-9 1”-5 15-3 18.? 1

Wt
RS |

0.5 4.7 3.2 6.9




EXIIBIT 6

Induetrial Clessification of LisLD4SC/TA (1973-7%)

Leverare Lenge

Bof % % o % 2 o N gk %
Type of Industry Gos, nl10 10290 2030 3040 4050 50-60 60~70 70-00 00-90 90-100 100

v -

1. Mlwsimivm 0.5 0.0 0.5 33.3 0.0 33.3 0.0 33.00 0.0 0.0 0.0 0.0
2, Cement 2.2 0.0 6,3 0.0 18.8  25.0 12,5 18,8 12,5 0.0 6,3 0.0
5. Chemicals 12,5 3.2 1.1 8.6 140 16.126,5 11.8 0.7 3.2 3.2 2.2
k. Coffee b7 4.7 17.1 8.6 5.7 5.7 5.7 5.7 2.9 0.0 0.8 2,9
5. Cotton Spmng. &8 0.0 2.8 2.8 1.1 27.8 22,2 22,2 11,1 0.0 0.0 0.0

6. Cotton Sp.& '
) Weaving 1202 1.1 202 Iﬁ-lf 606 19-8 3@08 19-9 8.8 li-li Gtg 202

7. Blectric '
Equipment 8.5 0.0 1.6 4,8 6,3 14,3 19,0 20.6 15.9 11.1 0.0 6.3

8. Bleetricity 1,2 0.0 0.6 0.0 22,2 55.522.2 0.0 G.0 0.0 0.0 0.0
9. Food Products 1.9 0.0 0.0 7.1 2144  7,128,628.6- 8,0 2.0 7.1 0.0
10, Gen, Bngz.  13.3 1.0 1.0 10.1 11,1 13.1 12.1 24,2 141 5.0 4.0 5.0
11, Jute 3.0 0.2 00 0.0 2.0 45 9.122,7 36,4 22,7 45 0.
12. Metel £1}oys 9.7 2.0 8.3 42 6.9 13,926,4 18,6 9.7 5.6 1.k 5.6

13. Paper & Pulp 4.4 3.0 6.1 9.1 15.1 21,2 12,1 12,1 9,1 6,1 2.0 6.1

14, Sugar & .

Breweries 5.5 2.4 4.9 7.3 12,2 29,3 17.1 7.3 12.2 4.9 o.0 2.k
15. Synthetic

Fibres Fel 4.3 D¢l 17,5 30,4 4,3 21,7 8.7 15,0 el el 3.0

16 Tex Plantetion 7.3 5.6 3.7 13.0 25,9 13.0 16,7 5.6 1141 3,7 0.0 1.9
17, Trading 2.5 0.5 10,5 5.3 10.5 - 10.5 10,5 31.6  15.8 0.0 0.0 5.3

18. Transport 2.7 15.0 0.9 5.0 10-0 20.3 10.9 15.@ 1()00 15.0 0'0 C.G

100.3 4,0 3.6 7.1 11,8 16,4 19,5 16,6 11.4 4.8 1,5 3.1




EXHIBIT 7
Industrial Classification of L&+LD/T4 (1980-81)

Leverage Range

£ oof % o # I I

% % % % %
Type of Industry Cos. 0=10 10-20 2030 30-4C E0-50 50-60 60-70 70-8C 80=50 90-100 100

1, Aluminium 0.5 33.3 0.0 33.3 0.0 33.0 0.0 0.0 0.0 0.0 0.0 0.0
2, Cement 2.2 6.3 6,3 25,0 18,8 18,8 0.6 6.2 6.2 £.3 0.0 6,3
3. Chemicsls 12.5 7.5 11.8 26,9 23.6 14,0 5.4 3.2 0.0 1.1 0.0 6.5
L, Coffee 4,7 62,9 17.1 114 5.7 2.9 0.0 0.2  ©.0 0.0 0.0 0.0
5. Cotton

Spinning 4.8 5.6 5.6 22,2 30,6 30,6 5.6 0.0 0.0 0.0 0,0 0.0

6. Cotton Spg &
Weaving 12,2 1,1 2.2 12,128,6 35,2 9.9 3.3 2.2 1,1 0,0 bk

7+« Electric
Equipment 8,5 1.1 7.9 17.5 19.6 20,6 6.3 9.5 0.0 0.0 0.0 7.9

8. Electricity 1.2 22,2 22,2 0.0 4k 11,1 €.0 0.0 0.0 0.0 0.0 0.0
9. Food Products 1.9 143 7.1 143 21,4 28,6 14,3 0.0 . 0.0 0.0 0.0 0.0
10. Gen. Engg, 13,3  S.1 10,1 18.2 28.3 13.1 1h.1 1.0 2.0 1.0 0.0 3.0
11, Jute 3.0 0.0 2.0 27.3 27.3 0 22,7 9.1 9.1 0.0 0.0 0.2 4,5
12, Metel Alloys 9.7 5.5 15,3 11.1 3.9 15.3 104 6.5 2.8 2.8 1.4 5.6

13, Paver &
Pulp bob 3.0 6.1 9.1 33,3 12,1 15.2 15.2 0.0 3.0 3,0 0.C

14, Sugar & Bre-
weries 545 29,3 14,6 284 2,4 146 7.3 49 2,4 0.0 0.0 0.0

15. Synthetic
Fibres 3.1 8.7 8.7 26-1 21.? 21.7 1-‘3:03 000

8.7
16, Tea Plantetion 7.3  1%.8 18,5 6.3 20.L 22,2 7.4 3.7 3.7 C.0 0.0 G0

17. Trading 2.5 21,1316 21,1 15.8 5.3 5.3 0.0 0.0 0.0 GO 0.0
18, Transport 2.7 35.0 0,0 10.0 12,0 15,0 5.0 15.0 10,0 0.0 0.0 5.0

100.0  12.% 10,52 17.2 21,5 18,6 Q.0 L.k 1.9 0.8 €.3 3ol




EXZIBIT 8
Industrial Classification of Li+LD/T4 (1973-74)

Leverage Range

®oof % N N ¢ 2 I T T %
Type of Industry Cos. 2-10 10-20 20-30 20-40 40-50 50-60 60=70 70-80 80=6C H0w100 >100

1. Aluminiom Sl 0.0 0.0 33.3 33,3 33.3 0.0 2.0 0.0 0.0 5.0 0.0
2, Cement 2.2 6.3 12,5 12,5 12.5 31.3 6.3 12.5 0.0 6,3 0,0 0.C
3. Chenicels 12.5 €.5 10.8 17.%2 18.3 22,6 7.5 7.5 53 2,2 1.1 1,1
4, Coffee 4.7 62.9 8.6 5.7 11k 2.9 2.9 5,7 0.0 0.0 0.0 0.0

5+ Cottor Spmng. 4.8 2.8 5,6 19.i 25.0 27.8 11.1 8,3 040 0.0 G0 .0

6. Cotton Spg. &
H’eavix_lg 12.? 3-3 5.-»5 150&- 28-6 33-0 909 3-3 101 ‘l)ccl 0.0 Oo\ﬁ

7. Blectric .
Equipment 8.5 7.9 15,7 12,7 143 17,5 14,5 11,1 4,8 3,2 1.6 0.0

8. Electricity 1.2 0.0 11,1 1.1 kA 33.3 0.0 0.0 0.0 0.0 0.0 0.0
S+ Food Products 1,9 14,3 14,3 143 28.6 14,3 7.1 0.0 7«1 0,0 0.0 0.0
10. Geng. Hngg, 3.3 5.1 k.1 22.2 11,1 19.2 i2.1 5.0 -_ 2.0 3.0 1.0 1.0
11, - Jute 3.0 0.0 G.0 A5 50,0 27,3 18.2 0.0 0.0 C.0 0.0 0.0
12, Metal Llloys 9.3 9.7 2.8 11,1 20,8 20.8 18,1 6.9 42 1.h 2.8 1.4
13. Paper & Pulp 4.4 3.0 12,1 21,2 24,2 12,1 12.1 3.0 6.1 3. 0.0 3,0

1%, Sugar & Brewe-
ries 5,5 12-2 1’*.6 9.8 29.3 12.2 1!&.6 7.3 0.0 OOG 0.0 0.0

15. Synthetic - ,
Fibres 3.1 4.3 26.1 21.7 13.6 21.7 8.7 4.3 GQC G-g 9.0 0.0

16, Tea Plentation 7.3 16,7 18.5 25.6 13.0 18,5 1.9 1.9 1.9 0.0 1.9 0.0
17. Treding 25 3L6 0.0 263 5.3 31.6 0.0 5,3 0.0 0.0 0.0 0.0

18, ‘Transport 2.7 20,0 5.0 15,0 15.0 10.C 10.7 10.0  15.0 0.0 0.0 0.0

100.0 11,0 30.2  16,& 12.9 21,0 10,2 5.8 2.7 1.3 0.8 0.5



Industrial Clessification of DL/TA (1980-81)

Leverage Range

% of

¢ o 3
Type of Industry Cos, 0;%-1-9 1’5-2@ 2@723@ 30&@ 43%50 50=60 60=70 70-80 80-%0 907-;-10@ ;-1%0
1. [luminiun Colk £7.7 33.3 GO0 0.0 2.0 0.0 0.0 0.0 Ca 0,0 C.C
2, Cement 2.2 37,5 12,5 25.0  £.2 6,3 0.0 6,3 0.0 0.7 0.0 6,2
3. Chemicals 12,5 62,4 19,4 9,7 1.1 2,2 2,2 0,0 i.l 1.1 0.0 i.1
4, Coffee 4,7 82,9 17.1 0.0 0.¢ 0.0 0.0 0.C 0.0 0.0 0.0 0,0
5. Cotton Spng. 4.8 36,1 33,3 16.7 1i.1 0.0 2.8 0.0 G.C 0.0 0.6 0.0
6. Cotton Sp, &Wvi2.2 4h0 341 12,1 5.5 1.2 0.0 0.0 1.1 C.0 1,1 1.1
7. Electric .
Equipment 8,5 68,3 15.9 6.3 .2 1.6 0.C 0.0 1.6 0.¢ 1.6 1.6
8. Electricity 1.2 AL,k bk 0.0 0,0 11,1 0,0 0,0 0.0 5.0 0.0 0,0
9, Food Products 1.9 73.3 6.7 13.3 0.0 ¢.0 0,0 0.0 0,0 ©.0 0.0 0,0
15, Gen. Engg, 13,3 55.6 26,3 8.1 5.1 2.0 0.0 1.C 2,0 0.0 0.0 0.0
11, Jute 3.0 68,2 13.6 13.6 0.0 4.5 6.0 0.0-. 0.0 0.0 0.0 0.0
i2. Metal Alloys 9,7 55.6 16.7 9.7 $.7 &2 1,5 6,0 0.0 1.4 1.4 0.0
13, Paper & Pulp 4.4 30.3 27.3 21,1 1241 3.0 0.0 3.0 0.0 3,0 0.0 0.0
1k, Sugar & Brewe='
ries 5.5 75.6 12.2 2.4 2.% 50 2.4 0,0 0.0 0.0 0.0 0.0
15. Synthetic
Tibres 2.1 52,2 39,1 L3 4.3 0.0 0.0 0.0 0,0 0.0 5.0 6.0
1€, Tea Plantation 7,3 74,1 13.0 5.6 1.9 3,7 0.0 1.9 0,0 5.0 ©C.2 G0
17. Trading 2.5 842 16,5 5.3 0.0 0.0 0.0 6.0 0.0 0.0 0.0 0.0
18. Trensport 2,7 35.0 5.0 20,0  5.C 10.0 5.0 20.0 0.0 0.0 0.0 0.0
109,06 58,1 21,4 10,0 kA 2,6 G.8 1.1 0.7 C.k 0.k 0.5



BXTIBIT 10

Industrisl Classifiction of LD/TL (}973—74)

Leverage Hange

1.
2.
3
L,
5.
6.

7

8.

9.
10,
11,
12,
13.

14,
15,

16,

17.

18.

% of % 75 % e % % 2 % % % #
Type of Industry Cos. 0-1C 10-20 20-30 370 40-50 50-60 €0-70 7780 80~00 $0-107 p 100
Aluminium 0. 0.0 33.3 33.3 33.5 5.0 2.0 0.0 0.0 0.0 0.0 0.0
Cement 2,2 53,0 12,5 12.5 18.8 0.0 6.2 0.9 0.2 0,0 0.0 0.0
Chenicals 12,5 51.6 19,5k 7.5 1i.8 6.5 2.2 0.0 1.1 6.0 0.0 0.0
Coffee 4,7 97.1 2.9 G.0 0.0 0.0 0.0 0.0 3.0 0.0 0.0 0.0
Cotton Spngg. 4.8 4k, k 3€.1 11,1 2,8 0.0 5.6 0.0 0.0 0.0 0.0 0.0
Cottor Sp. &
’ wvgc 1202 68-1 27.5 3-3 0.0 {:".0 1.1 0.0 0.0 0.0 0.0 0-0
Blectric .

Equipment 8.5 63.5 15.9 143 1.6 4.8 0.0 0.0 8.0 0.0 0.0 0.0
Electricity 1,2 0.0 33,3 bl 22,2 0.0 0.0 0.0 6.0 6.0 0.0 0.C
Food Products 1.9 92.9 3J.C 0.0 7.1 0.0 0.0 0,0 0.0 0.0 0.0 0.
Gen. Engg. 13,3 62.6 19.2 8.1 5.1 %0 1.0 G0 0.0  ©C.0 0.0 0.0
Jute 3.0 90,9 9.1 0.0 0.3 0.0 0,0 0,0  C.0 5.0 8.0 0.0
Metal Alloys 9,7 54.2 26,5 11,1 5.6 2,8 0.0 ©.0 0.0 0.0 0.0 0.9
Paper & Pulp 4.4 30,3 39.4 12,1 12,1 0.0 €.,1 0,0 0,0 0.0 G0 0,0
Sugar & :

Breweries 5.5 82,6 14,6 2,54 0.0 0.0 9,0 0,0 0.0 0,0 LC.G Da
Synthetic
Fibres 3.1 30,1 35.1 8,7 13.0 0.0 G0 0.0 Ce0 0.0 0.8 0.0
Tea Flantation 7.3 87.0 11,1 1.9 3.0 C 0.0 0.0 D0 0.6 0.0 0.9
Trading 2-5 10{300 C.C »...O C.G 330 G.C G.O ..3.0 3.0 G.G O.O
Trensport 2,7 35.0 5.0 5.0 20,0 5.0 10.0 5.0 15,0 0,0 C.0 0.0
el
100.2 63,2 13,9 7.5 5.4 2.2 1.5 0.1 0.5 2.0 0.0 0.0



SAETETT 11

Industrial Classificetion of LD/T4 (1980-81)
Leverage Hange

s

Type of Industry % of % % ¥ % % % % 7 % % ®

Cos, O=10 12.80 20w30 3040 40w50 50m60 60m70-70=50 80-90 90-100 100

1. Aluminiun 0.4  33.3 33.3 33.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2, Cement 2.2 25,0 37.5 31.2 0.0 0.0 6,3 0.0 0.0 0.0 6.0 0.0
3. Chemicels 12,5 140 26,9 31,2 15.0 5.5 3.5 1.1 1,1 1,1 0.0 1.1
k., Coffee %7 771 113 2.7 5.7 2.9 0.8 0.0 0.0 0.0 0,0 0.0

5. Cotton Spngg. 4.8 1%.%2 33,3 38,2 5.5 2.8 0.0 0.0 C.0 0.0 0.0 0.0

€. Cotton Spe&
Weeaving 12,2 8.8 13.2 35.2 24,1 11,0 2,2 2.2 1.1 0.0 1,1 1.1

7. Electric )
Bguipment a.5 11,1 25,k 17.5 22.2 15.0 G.0 6.3 G0 0.0 0.0 .0

8. Electricity 1.2 5%, bk 8.0 0.0 G.6 2.0 0.0 0.0 0.0 0.0 0.0
9. Food Products 1,9 2i.% 7,1 21,%228,6 14,3 7.1 C.0 0.0 G.0 | 0.0 0.0
15, General Engg. 13,3 17.2 25.2 31.3 17.2 6.1 2,0 0.0 G.0 C.0 0,0 0.C
il. Jute 3.0 S.1 kS5 0.9 27.3 LS5 45 9.1- 0.0 0.0 0.0 G.0
12, Metel 4Llloys 9.7 13,1 20,8 23,6 18.¢ 9,7 6.9 2.8 1. 0,0 1.4 1.4

15. Paper & Fulp A& 12,1 33,3 36,4 12,1 3.0 3.0 2.0 C.0 C.0 0.0 0.0

‘14, Sugar &

Breweries 5.5 41,5 21,9 i7.1 4.9 9,7 2.4k 9,9 2.4 .0 G0 0.0
15. Synthetic . '

Fibres 3.1 17.:k 17,4 43,5 8,7 L3 k3 4,0 L.,5 0.0 0.0 0.0

16. Tea Plentation 7.3 33,3 13.0 9.2 25,9 13.2 3.7 0.0 1.0 C.C G40 C.0

17. Trading 2.5 31.6 31.6 21.0 12.5

[
(W)

5.3 £.0 0.0 0,0 0.0 0.0

[
e
[

100,06 23.% 21.8 26,0 16,1

20 00 040 0.C 0.0 3.0
2.8 1,5 0.8 0.1 2.2 0.6

=
.
N

B
-




EXHIBIT 12
Industrial Clessificetion of L&/T4 {(1973-7%)
Leverage Renge

p oot % S 7 % BBk % poo B o

Type of Industry Cos. 0=-1C 15-20 20-30 30-40 4050 50-60 60-70 70-80 80-90 $0-100_>100

1. Lluminium 0. 66.7 0.0 33.3 2.0 0.0 0.0 6.0 0.0 6.0 0.0 0.0
2. Cement 2,2 12,5 25,0 37.5 18.8 .0 6,3 0.0 0.0 0.9 2.0 0.0
3. Chemicels 12,5  21.5 24,7 16,1 18,4 10.8 2.2 3,2 0,0 1.1 0.0 1.1
4, Coffee b7 62,9 11,k 2,8 11.E 5,7 2,8 2.8 0.0 0.0 0.0 0.0
5. Cotton Spngg, 4.8 8,3 30.5 25.0 22.2 13.9 0.0 0.0 0.0 0.0 0.0 0©.C

6, Cotton Sp, &
Weaving 12,

)

4. 18,7 29,6 23,1 18.7 k.4 1.1 0,0 G.0 9.0 0.0

7. Electric
Equipment 8.5 11.1 22,2 11,1 20,6 22.2 6,3 6.3 0.0 C,0 0.0 0.0

8., Electricity 1.2 33,3 L4 22,2 0.0 6.0 0.6 0.0 0.0 0.0 0.0 0.0
9. Food Products 1.9 14,3 14,3 14,5 42,6 143 ©€.2 0.0 0.0  CuC 0.0 0.0
10. Gen. Engg. 3.3 0 18.2 21,2 23,2 17.2 15,1 2.0 G.0 0 1.2 2.0 0.0 8.0
11, Jute 3.0 G0 445 S.1 50,0 31,8 4,5 Q.72 2.0  Z.0 0.0 CeC
12, Metel Zlloys 9,7 12,5 12,5 25,0 26,8 9,7 11,1 L2 2.0 L5 0.0 0.0

13. Pa@er & Pulp '&.4 39.3 39.3 12.1 9.1 3.0 3.0 12.1 3.0 000 C.O O-O

14, Suger &

Breweries 5.5 111:.6 1!5:.6 1‘!.&.6 29.3 17.1 9‘7 f_\oc Co{‘ O-O O-Q C".O
i15. Synthetic

Fibres 3.1 34,8 26,1 17.% 13,0 4.3 43 0.0 7.0 2.0 0,0 0.0
16, Tea Plantetion 7.3 24,1 27,4 25,9 11,1 11,1 3.7 0.0 1.8 0.0 1.8 0.0
17. Trading 2.5 31.6 5.3 21,0 10,5 26,3 "¢.0 53 0«0 240 2.0 0.0
18. Transpcrt 2.7 80.9 C.C 1§nﬁ 509 ODO O.O glc qou G.O 0.0

0.0

1@000 2().3 19.& 19.9 19.2 13.3 ’*02 2.3 005 005 Q.l 001



BEGIBIT 1%

Industriel Clsgsification of SC/TA (1980-81)

Leverage Range

hot % - 4 % 5B % % 4 4 i #
Type of Industry Cos. G-1C 15-20 20-30 30-40 4050 50-60 6070 70080 80=00 50=1C0 3 10¢
1. Aluminium A olo 67.7 33.%7 0.0 9.0 0.0 2.6 0.0 8.0 0,0 o.é
2, Cement 2.2 18,8 6.7 25.3 43.8 0.0 8.0 6.7 0.0 ©.0 6.0 0.0
3, Chemicals 12,2 16,1 40,9 26,9 8.6 3.2 1.1 1.1 GaC 1,1 0.0 i.1
4, Coffee %7 771 17.1 0 2.9 0.0 0.8 6.0 0.0 6.0 0.0 0.0 2.9

5. Cotton Spngg, 4.8 36,1 38.9 22,2 2,8 0.0 0.0 C.0 €.0 0.0 4,0 0.0

6. Cotton Sp. &
" Weaving 12,2 7.7 26.% 26,% 20.9 9,9 1.1 Ak 1.1 0.0 6.8 2,2

7. Blectriec
" Eguipment 8.5 5,8 34,0 41,3 9.5 6.3 1.6 0.0 1.6 0.0 0.0 0.0

8. Electricity 1.2 33,3 55.6 1i.1 0.0 0.8 0.0 0.6 0.0 0.0 C.0 5.0
9. Food Froducts 1.9 42.9 21.4 14,3 21,4 0.0 6,0 0.0 0.0 0.0 0.2 0,0
10, Gen, Engg, 13.3 11,1 38,4 27.3 15,2 3.0 3.0 2.0 0.0 0.0 0.0 0,0
21, Jute 3.6 0.0 8.2 18.2 18.2 18,2 9.1 45 45 L5 0.0 &5
12, Metal Alloys 9,7 16,7 41.% 2%9.2 8,3 4.2 0,0 0,0 1ok 0.0 6.5 0e0
13, Peper & Pulp  L.b 24,2 36,5 12,1 12,1 9.1 3.0 0.0 Cel  Cu0 040 0.0

1%, Suger
Breweries 5.5 12,2 29,3 24,4 24 4 Te3 2.0 2.k L2 0,0 0.0 G0

15. Synthetic -
Fibres 3.1 21,7 52,2 17,4 0,0 &% 0,0 0.0 D0 0,0 0.0 b3

16. Tea Flantstion 7.3 25.9 K07 25,9 7.k 0.0 0,0 0.0 0.0 G.0  G.0 0.0

17. Trading 2.5 &1l.0 10,5 36,0 10.5 17.5 5.3 0.0 5.3 0.0 0.0 0.0

18, Trensport 2.7  65.0 15,7 10.7 10,0 0.0 0.0 0.0 Ca0 7~ 00 CL0 0.0

10G.C 20,1 33.6 24,9 12.2 L7 1.3 1.3 0.7 03 0.0 0.8




EXEIRIT 14
Industricl Classification of 8C/T. (1973-74)
Leverane Bgnge

%Of% Il

. ) 1 (3 ) Z d c:! s Lk d
Typo of Intustry Cos. 0010 10020 20030 35huc kbse 50560 6cEve 7obso actes 902100 <o

1, Lluminium Dot 67.7 33.3 0.0 2.6 0.0 0.0 0.6 Do 9.0 J.0

0...-'

2. Cenent 2.2 50,0 37.5 12, Q.0 Cut 0.0 Q60 3.0 8.0 0,0 0.0
3. Chenicals 12,5 k1.9 41,9 12,9 2,2 1,1 0.0 0.0 0.0 G.0 0.0 0.0
4, Coffee 4,7 80.0 6,6 B.6 2,9 2,0 0.0 0.0 0.0 0.0 0.0 0,0
6. Cotton Spng.

& Weaving 12,2 13,2 59.3 18,7 7.7 ¢85 2.8 0.0 2.0 1.1 2.0 0.0
7. Blectric

Eguipment B.5 12,7 39.7 3C.2 9.5 3.2 3.2 2.0 1,6 ©€.0 0.0 CaC

B, Electricity 1.2 55.6 &hL 0,2 0,0 02,0 .0 0.C 2.0 0.0 T.0 0 0.0
9. Food Products 1,9 1%.3 14,3 643 7.1 2.0 2.0 G.C CoT 0.0 0.0 2.0
10, Gen, Engg. 13,3 20,2 32,3 27,3 G.1 8.1 1.0 2.0 0 00 0.0 0.0 0 Q.0
11, Jute 3.0 0.0 12.6 27,3 312 22.7 L5 0.0 ~Q.s 'q.o 0,0 0.0

12, Metal Alloys 9.7 31.9 %5.2 18.1 4,2 2,0 2.0 2.0 D0 CoC CeD 0,C

13, Paper & Pulp 4,4 35,2 &2,4% 18,2 C,0 .0 TL.0 8.0 Te0 09 DG 0.C
14, Suger &
" Breweries 5.5 29,3 43,5 14,6 §.8 0,0 T.0 0,0 G N0 2.k e
‘5. Synthetic _
Fibres 3.1 34,8 BE,5 8.7 DD 0.0 0,0 GO C.0 0.0 0.0 D413
6. Tea Plantation 7.3 31,5 31.5 16,7 16,7 3.7 ©.0 2,0 0.7 Cu0 0.0 00
1?. T'&“‘aﬂing 2.5 21.1 1?;8 21.1 21.1. 5’.3 1’315 5-3 Dq‘g O.O GGD GCQ
18, Trenspeort 2.7 55.C 30,0 5.0 10,0 0,0 CL.C 8.0 7400 28 GLD 0.0

1007 32,3 38.5 15.1 7.5 E.b6 0.8 0.4 C.1 C.1 0.1 0«




EXHIBIT 15

Leverage (TL/TA) Trends

High Medium Low Neue  Low Medium High

nega- nega- naga- tral pagi- posi-  posi.

tiv: tive tive tive tive tive
Trend %;ET -5.0 :g to :? to aq to 1$tn 3 to 5 5.0

Type of Industry

Te Aluminium 0.4 0.0 0.0 33,3 66,7 0.0 0.0 0.0
2+ Cament 2.2 G.0 0,0 8.0 25,0 18,8 18.8 3745
3« Chemicals 12,5 1e1 4,3 1541 46,2 22,6 1.1 9.7
44 Coffee 4,7 2,9 0.0 249 31ad 31,4 171 14,3
5. Cotton Spinning 4.8 2.8 BJ6 25,0 25,0 33,3 Seb 2.8
6« Cotton Spinning & Weaving 12.2 2,2 1.1 .6 42,9 22,0 9,9 15.4
7« Electric Equipment 8.5 Je0 1,6 14,3 4143 28,6 3.z 1.1
8. Electricity 1.2 0.0 0.9 0.0 7%.8 2242 0.0 C.0
9. Food Products 1.9 0.0 0.0 28,6 35,7 28.6 7.1 0.0
10« General Engineering 1343 1.0 4.0 14,1 37.4 30,3 [ 747
1. 3Jute 3.0 4.5 4,5 GeD 31,8 27,3 ka5 2247
12. Metal Alloys 9.7 N.0 6,9 5.6 41,7 23,6 13,9 8.3
13, Paper & Pulp 4.4 fel 3.0 6.1 39,4 18,2 641 21.2
14, Sugar & Brewaries S5 0.0 7.3 244 36,6 26,8 14,6 1242
15, Synthetic Fibres 3.1 bo3 4,3 1340 34,8 26.1 13,0 443
16« Tea Plantation 73 Te9 Bab 5.6 13,0 29,6 27,8 16,7
17. Trading 245 1045 10.5 211 3146 21,1 5.3 0.0
18, Transport 2e7 5.0 0.0 15.0 55,0 15,0 5.0 5.0
10C.0 1.9 3.8 10.6 37,7 25,6 9.3 11.2



S BEEI3IT 15
Leverage (TL/TAY Varizbility

- Low digh .
Loy & Zigh

_ Very
. lHedimm ldedium

Aigh

Aot o 9 - 5 010
A 0~2 2-14 &5610)51&'

arishility 03 .
Type oi Irdusiry

1., Alumiosivm : Cokt Ta 0.0 65.7 0.0 33.%

2. Cement 2.2 0.0 0.0 12.5  18.8  40.7

3. OChemicals 12,5 0.0 20,4k 9.7 21.5 &B.:

Ly, Coffec 5.7 2.8 ¢.0 | 8.6 22,8 £5.7

5. Cotton Spinring .86 0,0 52 8,3 19.4  £3.7

6. Cotton Spimring & Weaving 12.2 2.2 §,9 15,5 25,5  45.1

7. Blectric Beninmest 8.5 1.5 159  19.0 25.& 6.1

€. ZElsectricity 1.2 11,1 22,2 0.¢ 55.0 11.1

9. Feood FProducts i.2 0.0 14,4 | 14,3  231.%  50.¢
16, General Zmgincering T 1303 $.0  10.1 16,2 27,3 kG5B
11, Jdute 3.C0 0.0 0.1 13.6 18.2 59.1
12, lietal Alloys 9.7 0.0 1.2 20.83 22,2 52,8
13. Faper & Pulp boh 2.2 30 27.3 18,2 EBi.§
14, BSugar & 2rewaries : 5.5 2.0 743 7.3  31.7 53.?
i5e Synthetic & Fibres a1 0.0 8.7 13.0 3C0.4 47.5

" 16, ‘oa Plantation 7.3 0.0 3.7 0.0 20k 75.9
- 17, Trading 2.5 0.0 10.5 15.8 26,3 Kkl.h
- 18, Transport 27 €0 10,0 12,0 25.0 55,0

123-3 0.7 956 13.7 24.2 5118




Leverage Averages (1930-81)

Type of Industry SC/TA LAJ/TA LD /TA

LA + 1R '“.'-iL:f;L_Dm:’f._éE TL/TA
A A
1e Aluminium 21.04 14,65 B.33 22.98 44,02 53.1%
2, Cemont 27.28 17.45 27,56 45,0 72.28 7. 27
3. Chemicals 21,40 25,22 12,88 38,10 59.50 69,58
4, Coffge 10.03 6.83 2481 F.63 19,67 50.78
5« Cotton Spinning 14,39 18,78 15,52  34.30 48,68 62,55
°» Lotton Spimning o5 04 31.55 17.035 48,50 77.62 82.66
and Weaving

7. Electric Equipment 23,50 28.%58 12,71 _ 41,69 55,19 81,4%
de Electricity 13.16 9.36 14,52 23,88 37,05 56,99
Ze Food Products 19.26 26,52 6,05 3257 51,82 64.65
10. Gen. Engg. 22,60 23,50 12,93 36.43 59.03 _75.70
11, Jute 42,85 32,08 9,93 42,02 84,87 89.08
12. Metal Alloys 20.41 29,69 15.03 44,72 65,13 76.89
13, Paper & Pulp . 19,71 22,44 21,35 43,79 £3.51 70,94
14 Sugar & Breweies 24,33 17.82 8,22 26,03 50436 71.83
15, Synthetic Fibres 15,02 23,80 11,02 34,82 49,84 60.74
164 Tea Plantation 16.68 23,18 8,24 31,42 48,10 ?é.éB
17, Trading 25,89 17,25 3,59 20.84 46,73 64,90
t8. Transport 10.90 8,43 27,70 36,17 47,06 59.73

All Industries:
Average 20,97 20,97 13.0B 34,05 55,03 70.65
?tandard Deviat= . 7,50 7,52 6.86 9.89 14.88 11466

ion
Coefficient of

. f-".‘o - 1 L
Variation % 35.8 35.9 52.4 El D. 27,0 645




EXHIBIT 18

Leverage Averages (1973=74)

Type of Industry SC/Ta La/ta LU/Ta 1g 4+ LD 14 + LD 4 sc TL/Ta

TA TA
1+ Aluminium 7.89 13,75 22,52 36,27 44.16 5020
2. Cement 12.15 24,15 16.23 40,38 52,53 57.87
3. Chemicals 13,12 25,46 14,54 40,G0 53,12 61,16
4. Coffea 7.52 13,90 1.24 15,14 22.66 40.57
5. Cotton Spinning 13.46 24,31 14,79 39.10 52,56 63,74
6+ Cotton Spinning & 17.26 30,12 B.52  38.84 55,90 68,32
Weaving
7, Electric Equipment 21.52 31,43 9,57 41,03 62452 71.59
8. Electricity 10,07 12,02 23.09 35,11 45.18 64,23
9. Food Products 21,93 27,28 4,83 32.10 54,03 63,51
10. Gem. Engg. 21463 26,29 10,37 36.65 58,29 67437
11. Jute 32,37 36,39 4,49 40,89 735,26 82,65
12. Metal Alloys 14,9 32,13 10,95 43.09 58,01 66,83
13. Paper & Pulp 12.67 22,90 16,94 39,84 52,51 60,50
14. Sugar & Breweries 17.28 28.99 3,56 32,55 49,83 62,27
15, Synthetic Fibras 11.99 16,82 14.57 31.39 43,38 56,97
16. Tea Plantation 17.83 24,27 4,34 28,31 46,14 56,32
17. Trading | 23,43 2€.34 0,68 27.02 55,45 73.90
18. Transport 11.41  8.45 32,15 38.60 50.01 56,55
All Industries:
Average 16,30 23.50 11.84 35,34 51.64 62,44
Standard Deviation 6.57 7,70 8,20 6.62 .67 F.01
Coefficient of 40,3 32,8 69.3 18.7 19.1 14,4

Variation (%)




BELZISTIT 19

Industrial Veriabilfty of Leveragze (1580-81)

Coetficient of variation %)

Type of Industry  SC/T4 L4&/Ta LB/TL  LL+LL /T4 m;imsc TL/TA
1. Lluminium 12,17 62,79 78,85 68.4) 30.66 14,38
2, Cement 52.83 69,82 124,36 75.35 61,79 50,00
3. Chemicels 7.4 7h56 148,58  75.58 61,17  45.06
4. Coffec 163,24 163,80 101,75 129.%7 112,18 37.9%
5. Cotten Spnning 54.68 48,80 7484 35,85 31,15 25.55
6. Cotfen Spn. &
Weaving €2,26 71,80  433.9%3  74.57 63.93 51.390
7+.Electric Equip~
ment 50.50  65.26 174,95 72,40 50,65 35.92
8, Electricity 55.21  63.95 8,93 £67.5¢ 43,51 6.87
9. Food Products 58.82 359,08 132,46 47,68 22,79 18,10
10. Gen, Enpg. 55015 70.25  110.89 64,59 50,52 35.43
11. Jute 56.88 46,57 109.50 42,60 52,9k 36.00
12, Metal Alloys 56,62 €8.97 124.9 62,02 45,77 46,85
13, Paper & Pulp 63.9% 52.88 81,71 k1,84 34,25 26.61
14, Sugrr & DBrew-
eries 56.51 98,21 155,98 76,46 50.32 - 37.50
15, Synthetic Fibres 57.88 71.00  73.05 50.54 39,77 30.53
1&, Tea Plantation 54,15 77.15 156,52 59,08 45,17 34,89
17. Trading 70.09 73.83 180,36 67.70 4o, 46 38.7%
18, Transvort 85.84 137,47 9C.L7 86,92 63.71 ‘46.76



IXHETIBIT 20

Industrisl Veriability of Leverage (1973-74)

(Coefficient of Variation %)

Type of Industry  SC/TA LA/TL LD/TA LislD/TL LaLD15C TL/TA
1. Aluminium 25.88 72.61 30.68 29,94 28,66 72,61
2. Cement 46,47 47,71 92,36  49,L3 36,02 47,71
3. Chemiccals 56,58 79.44 115,53 55,01 k4 13 79.44
L, coffee 93.20 132,32 275.09 128,37 106,63 132,32
3. Cotton Spimning 51,57 50,19 90,95 34,76 26,12 5G.19
6. Cotton Spn, &

Weeving 63.27 42,90 95.00 55,27 35.04 42,90

7, Electric |

Equipment 5%.82 55.80 116,45 53,57 32.27 55.80

8. Eleectricity 29.7% 55.10 33,60 20,63 16,13 55.10
9, Food Products 23.16 50,17 163.1% 57.51 32;11 50,17

10. Gen, Engg, 61,43 64,16 122,96 58,10 41,34 64,16
1. Jute 33.54 22,85 98,68 21,14 14.57 22,84

12, Metal Alloys 49;1& 58.57 110,06  50.13 41,64 58,57

13. Paper & Pulp 50.41 87.63 86.15 57,98 49,58 87,63

1%, Suger & Bre-

weries 87.03 56.07 145.28 53,65 41,09 56,07

15. Synthetie Fibres 52,35 83.6k 77.92 52,42 42,80 83,64

16, Tea Plantation 61.01 76.50 127,75 68.76 46,94 76.90

17. Trading 62,96 74,04 231,92  71.81 41,93 7404

'18, Trensport 88.65 176.27 84,38 65,43 49,87 176.27




EXHIBIT 21

Classificaticn of Leversge (TL/T4) By Sige (1973-74)

Sales i of g SO I T % % % % #
(Bs Crs)  Cos. 0-10 10l20 20530 30740 wdese 5nlse 60~7C 70-80 80-90 90-1G0 > 100

2.0 = 100 22,0 3.7 4.9 8,5 8.5 16.5 16.5 15.5 10,4 6,7 1.2 7.3
1.0 =5,0 35.8 0.0 ©.3 2.3 2.7 11,4 16.7 27.2 22,0 9,5 4, 3.0
5.0 =10,  19.2 2.0 0.0 a7 6.3 7.0 18,9 25,2 28,0 9,1 2,1 2.8

0.0 =25.0 13,6 o,

2

2 5.9 55.0 3,9 4.6 27.7 7.9 2.0 1,0

(o]

[
[99]

25.0-50,0 6.5 0.0 0.0 12,2 12,2 28,6 28,6 14,3 2,0 2,0 GG

[
.

[ow]
[

5”00"‘130o0 202 OoO "9‘3 51-2 6.3 25.’) 31.2 6;3 O.C’ 0.0

[
»
b
2
)
[
WY
e
L ]
\Ji
e
bl
]
A
-
4]
lovd
A
»
[
| yw]
0
L]
ol
o

>1000 1,0 0.0 0.0 0,0 12,5

%8 1.2 2.8 5.7 14,2 16,8 26,1 21.1 7.3 2.8 3.5

Classification of Leverage (TL/TA) By Size (1980—81)

Sales Pot % % % & % 4 & & % F %
(Bs Crs,) Cos. 0-10 10~20 20~3C 30-40 40~50 50-60 60-70 70-80 85-90 90-100 ~> 100

0uD=1.00 115 3.2 &2 5.3 T4 7.4 o5 3.7 12,5 5.3 8.4 14,7
1.0-5.0 22,0 0. 1.2 0,6 3.7 6,1 16.5 19.5 16,5 12,8 5.5 14,6
5.0 =100 145 0.0 C.0 0.9 0,0 4.6 15.7  26.9 31,5 6,5 3.7 9.3
10.0-25.0 2540 0.0 C.C ©.5 1.6 4.8 11.8 21.0 3k 10.8 7.0 8.1
25,050.0 13,5 0.0 1.6 3.0 2.0 6.0 17.0 19.0 3040 11,0 3.0 8.0
50.0-100,0 8,2 0,0 o, 1.6 €,6 4,9 213 39.3 245 0.0 0.0 1.6

2,6 5,1 7,7 20,5 23,0 25,6 12,8 2.6 0,0

DO

> 190,0 5,3 G.0 0.0
—Cat 003 1.7 3.k 6,5 5.2 22,3 25,6 0.3 5.4 0,7




ZXHIBIT 23

Clessification of Leverage By Profitchility (NS/Ta)

(1973-74)

% of

NS /T4 Cos, Oﬁlﬁ 1(‘2720 2.’&30 3&4@ 427359 502':60 68%70 7OE80 80—%‘8 902100>1%G

0.0 =0.5 12,7 6.2 &4 5.3 5.5 8.5 17.0 18,9 19,1 7.& 2.1 7.4
0.5 = 1,0 36,3 €.0 1.1 &8 9,3 15.2 16,3 27,0 ib4 6,3 1.8 3.7
1.6 = 1,5 300 5.0 C.0 8.8 3,6 9,0 15,7 28,7 26,6 7,6 4,0 2,7
1.5 ~ 2.5 17,5 0.2 0.0 0.7 3.1 8.5 i%.2 28,5 26,9 10.8 1.5 0.8
2,5 = 5.0 2.5 0.0 0,0 0.0 0.0 0.0 27.8 22,2 11,1 11,1 16,7 1i.1

> 5.0 1,1 0.0 2.0 G0 0.0 12.5 0.€C 25,0 37.5 25.0 0.0 0,0

100.0 0.8 1.2 2,8 5.6 1i,2 16,8 26.1 21,1 7.6 2.8 3.5

EXEIBIT 24
Clagsification of TL/T4 By Profitebility (08/T4){1980-81)
% of % % % % % % % % % % %

NS/TA Coss (=10 1020 20-30 30~4D 40=50 500 60-70 70-80 80=90 90-~100 100

0.0 - 0'5 705 5!4 701 3-6 7.1 ?‘1 504 1?09 1601 1907 504 1403

0.5 = 1.0 23,6 0,0 2.6 2.3 &6 9,1 18.3 1.7 19.1 8,6 6,9 11,4

1.0 - 1.5 33.4 0.0 C.h 1.6 2.8 5.6 18,5 25.8 27.8 7.3 2,b4 77

1-5 - 2-5 28-5 G.O Go& 9. 12-9 21.7 3002 '11-3 5.7 9'9

W
N
.
i
\J
.
™

2.5 =~ 5.0 5.6 0.0 0,0 2,8 2,4 48 5.5 26.2 28,6 7.,111.9 741
? 5.{} 1.3 0.0 O.G O.G OQC' :'S.OQG 20.0 10.3 QQ.O BG.C’ 0.0 19.0

100.0 0ok 0.9 1.7 3.k 6.5 15.2 22,2 25.6 9.3 5.1 9.7




EXEIBIT 25

Classification of Leverage (TL/T4) By Profitebility {&OCE) (1973-74)

ROCE ot & 5 % % B % £ % % % %
. Cos, _ 0=10 1020 20-30 30-4C 40-50 50~60 £0-70 70-8C 80-SC 90=100 >100

<7 0.0 9.2 2.9 2,9 5.7 2.9 12,6 itk 7.1 17.1 12,6 8,6 18,7
0.0""5.0 12.& 255.3 2-2 303 1251:.1 6!5’ 8.7 23.9 29.7 807 4.3 3.3

5.0-10.0  25.8 0.0 1.0 2.6 k2 13,5 18,2 25.0 23,k 8.9 1.6 1.6
10.0-15.C 30,6 0.0 0.C 3.5 &4 %.7 12.8 33,9 2Z.9 7.9 1.8 3.1
i5.0-20.0 143 0.0 6,2 0,0 5.7 123 21,7 28.3 22,6 5.7 2.8 0.0
20.,0-30.¢ 5.9 0.0 2.3 2.3 6.8 1Lk 36,4 25.0 6.8 2.3 2.3 45

> 30,0 1.5 €. 8.3 6.0 0,0 16,7 33.3 8.3 25.0 0,0 8,3 0.0

100.0 0.8 1,2 2,8 5.6 11,2 16.6 26,1 21,2 7,9 3.0 3¢5

EXEIBIT 2¢

Clessification of Leverage (TL/TA) By Profitability (Roce)(1980-81)

R?;F . %o:f J%1o 10%29 2d§30 30%&0 40%5c50%60 6of7o 70%89 89%90 90%1oe:>£§o
“*_ 0.0 8.1 0.0 3.3 0.0 0.0 1.7 83 5.0 217 10.0 10,0 4.0
05 75 5.k 0.0 3.6 5.k 8.9 8.9 8.9 12.5 10.7 12.5 23.2
5~ 10’ 12,5 0.0 2.1 43 43 10.8 21.5 22,6 16.1 15.8 2.2 5.k
10-15 28,3 0,0 1.k 0.2 43 6.7 15.3 29,0 31,9 5.7 2.9 3.8
15 ~ 20 24,8 €.0 0.0 1.t 43 L9 16,3 27,2 28,8 11.4 3.3 2.7
90 - 30 12,9 0.0 €,0 1.0 0.0 9.k 20,8 20,8 26.0 11.5 6.3 1.2
> 30 5.9 0.0 0.0 &5 2.3 0.0 1.4 164k 20,5 9.1 11,4 29.5

100,00 0.k O

.
(]
[y
»
3
R
L]
i

6.5 15,2 22.2 25,4 9. 5.1 9.7




~

EREIRIT 2 ;
Classificatin of Leverare {TL/TL) By Growth

Growth

% of _ o —
Cos, 5&3.0 1{3”-%-20 2025-30 ?J&dlf{} 'L@é59 _"-A)ﬁﬁﬂ 6(}?::7@ 70%—8‘0 BGE?O 905100 ?i%l

&£ =5

-5 to =3
=3 to -1
-1 to 1
1 to 3

3 to5

5 to 10

i to 20

. 20

3.6 10,3 F.k 3.4 10,3 3.4k 10,3 6.9 0,0 6,5 103 34,5
1.6 0.2 0.0 0,0 0.0 0.8 12,5 0.0 50,0 C.0 0.0 37.5
0. 0.0 0.0 ihe3 0.0 0.0 28,6 28,6 0,0 143 143 0,0
1,1 0.0 0.0 0.0  12.,% 125 0,0 .0 25.¢ 0,0 12,5 37.5
3.2 0.0 0.0 0.6 %2 k2 20,8 12.5 12.5 8.3 k2 33.3
2,0 040 0.0 0.0 0.0 5.0 13,3 6,7 26,7 13,3 13,3 26,7
14,8 0.0 0,5 1.8 3.6 6.4 10,5 23,6 20.9 11.8 7.3 12.7
40,4 G.0 0.5 1.6 5.0 6.8 15.8 15.8 2B8.9 10.6 o1 bk
23,6 3.0 1.7 1.7 2,0 7.k 17.t 25,0 26,5 6,3 4,0 8.0

-
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Sre No. Name of Company

Te The Andhra Yalley Power Supply Co. Ltd,
2 . Asia Automative Ltd.
Se Blow Plast Ltd.
4.. Britannia Industries lLtd,
5. Ciba-Gieigy of India Ltd,
6a Colour-Chem Ltd,
T Coromandel Fertilizers Lid.
"8, Engineering Construction Ltd
5. Food Specialities Ltd
10. Good Year India Ltd,
11 Greaves Cotton Ltd,
124 Guest Keen Williams Ltd,
12, Hinduéﬁan Lever Ltd,
14, He Mo M Ltd.
15, Indian Dyastuff Industries Ltd
164 The India Cements Ltd,
17. The Indian Tube Co. Ltd
18. Jyoti Ltd
19. Larsen and Tubre Ltd,
20, Lucas - Tvs Ltd,
21. Madura Coats Ltd
22, Metal Box India Ltda«
23, Peico Electronics & Electricsls Ltd

24, Ranbaxy Laboratories Ltd



Annexture 7 continued:

o ——

Sc, Ho. HName of Sampany
-25 Rustom #Mills & Industries Ltd.
26 Shaw Wallece & Co. Ltd,
27 Scuthern Petrochemical Industries Corporation Lta.
28 . The Tata Gil Mills Co. Ltd,
29 Tube Investments of India Ltd,.
30 Voltas Ltd.
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