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Abstract

This paper attempts to capture the similarities and differences in the corporate financial behavior of Indian MNCs. The
primary information has been collected through responses of senior financial executives of identified Indian MNCs on a
questionnaire developed on well-known Duke Special Survey on Corporate Financial Policies (Graham & Harvey,
2001) with addition of twelve questions to comprehensively cover various aspects of corporate financial practices by
Indian MNCs. Though results indicate similarities to a large extent in investment, financing, management control and
dividend practices but significant differences are also observed in practices. The results support previous studies in
corporate financial behavior of companies exhibiting differences in their practices due to their size and industry
characteristics. It further extends to identifying differences in their behavior attributable to differences in multi-
nationality rank, number of foreign subsidiaries and foreign equity holdings.
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1. Introduction

India has seen the emergence of Indian MNCs a decade after the financial sector reforms, with the improvement in the
financial resources of many of these companies. Financial strategy adopted by a MNC can provide competitive
advantage through low cost of funds and flexibility to raise capital to support a business strategy. Functional Strategy
provides a blueprint of how financial activities will be managed in supporting business strategy & achieving the
financial department’s objectives & missions. (Thompson et al., 2003).

As the emergence of Indian MNCs is relatively a recent phenomenon, there are many areas that need to be explored to
understand the nature of decision making, evolving management structures and nature of financial policies and practices
required to successfully execute the strategies in the complex and dynamic international environment. Recent maturing
of some of the Indian companies in establishing international presence prompted us to undertake this study to
understand the practices and linkages of financial decisions of Indian MNCs at the corporate, business & functional
level.

This paper has been attempted to address the objective of identifying differences if any in the prevalent corporate
finance practices and behavior of Indian Multinational Companies based on their Industry representation, multi-
nationality ranking, size of assets, foreign equity holding percentage or number of foreign subsidiaries.

2. Literature Review

The effectiveness of the corporate finance function in any organization affects its performance. Many factors such as
ownership pattern, parent’s claim on cash flow, concentration of control affect both the performance as well as
company valuation (Rossi and Cebula, 2015). In their examination of announcements of board of directors of 100
companies listed on Italian stock market for changes in board size, composition, mix of executive or non-executive
directors, they found market reaction in support of signaling theory but found no evidence of positive market reaction
because of larger women composition of the board and evidence of negative reaction in case of larger board size or
majority number of independent directors. Sharma & Pandey (2015) suggested correlating ownership structures with
abnormal returns to help explain governance issues. This leads us to rely more on the attribution theory reflecting
financial behavior. Behavioral corporate finance as a discipline integrates human element in decision making in
uncertain situations (Adler, 2004). Board of directors have a significant role to play in the realm of corporate finance as
financial expertise is regarded as the most important attribute of a director even more important than the industry and
operational expertise. Given the composition of the board, financial attributes of the directors shape the financial policy
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to a large extent (PwC, 2014) and the personal risk profile of CEO’s to some extent also contributes to behavioral
consistency in corporate finance behavior exhibited by companies (Cronqvist, et al., 2012).

Graham & Harvey (2001) in their survey of Fortune 500 firms found support for use of NPV and CAPM and lesser
support for consideration of factors taught in theory regarding capital structure decisions in practice. They attribute
differences in practice of corporate finance by firms due to size effects. Survey of CFO’s in India by Anand (2002) also
found use of basic finance tools in practice but variation in practices due to size. In their survey of five countries
selected from three continents, Cohen & Yagil, (2007) observed corporate decision making process is generally
consistent with expectation of theory and observed differences in corporate financial practices are due to variations in
economic environments of countries studied. Extending their work to research sectorial differences in corporate
financial behavior, Cohen & Yagil, (2010) found differences in the use of techniques and relative importance to factors
considered in investment, financing and dividend related practices by companies in different sectors and attributed these
differences to unique financial needs and operational conditions of each sector and imitation effect. Saha ( 2012)
highlighted preferences in use of capital budgeting techniques, relative preference for return versus financial flexibility
in capital structure decisions, concerns in financing debt and equity and factors weighing in dividend payout vs. share
repurchase through survey of 20 Indian CFO’s. There exists a vacuum of studies on corporate finance practices of
Indian MNCs to identify differences in practices attributable to the individual characteristics and make-up of
companies. This study is different from all previous studies primarily due to extent of coverage to investment,
financing, management control and dividend decision and examines corporate financial practices of Indian MNCs and
differences in practices of these MNCs arising out of their industry representation, size, number of foreign subsidiaries
and foreign equity holding.

3. Methodology
3.1 Instrument for Primary Data Collection

The primary data for the study was generated through a questionnaire instrument designed to solicit responses on
various aspects of corporate financial decisions from senior level finance executives of Indian MNCs.

Our survey instrument consists of 22 well-structured questions with focus on extracting information on investing,
financing, dividend and management control decisions. Ten questions in the instrument are same as used the in the well-
known Duke Special Survey on Corporate Financial Policies (Graham & Harvey, 2001), with permission of Prof. John
Graham whose original instrument has been previously used in Brazil, North America and Europe. Twelve new
questions were framed to seek detailed information on various additional aspects of financial decision making by Indian
MNCs through responses solicited on the scale of 0 to 4 during the financial year 2012-13.

3.2 Calculation of Multi-Nationality Index (MNI) of Indian Companies

The Economics Times Intelligence Group (ETIG- 500) listing of companies for the year 2011 was used as initial
database. Our sample of ETIG- 500 companies represent large companies exhibiting profits and higher market
capitalization as compared to smaller companies outside the ETIG database. These companies as part of their strategic
moves takes more risk in overseas markets. This propensity of size effect on risk taking is also observed in European
Banking Industry (Mattana et al, 2014). Fifty two companies having more than 50% foreign equity holding were
removed from this list to arrive at 443 purely Indian companies for which equity holding data was available.
Examination of their respective annual reports led to identification of 264 companies which have foreign subsidiaries.
However, due to lack of disclosure, multi-nationality index of only 253 Indian Companies was computed and this list
was used as a sample frame.

Our model for calculating Multi-nationality Index is based on adding the percentage of foreign revenue to total revenue,
foreign assets to total assets, forex earning to total earnings of concerned company and then multiplying the result by
the fraction of number of overseas subsidiaries of the company to the total foreign subsidiaries of all these companies
together. The difference between standalone and consolidated figures was taken to represent the overseas revenues,
overseas assets, overseas profits etc. against the constraint of lack of segment wise information and number of overseas
employee data. Analysis of shareholding pattern in annual reports revealed percentage of foreign equity holding of these
companies.

The parameters considered for computation of index of multi-nationality was based on review of previous reports such
as Cll- CRISIL 2006; IBEF 2008; BCG 2009 and BCG 2011. Parameters considered in some of the multinational
rankings such as Fortune Global 500 (2006-2012), Forbes Global 2000(2012), Outlook Business Global 50(2008-2009)
and ISB & Fundacao Dom Cabrall Survey (2011) were also referred. The drawn list includes names of the identified
Indian MNC:s as revealed by above reports and further extends the list.

3.3 Delivery and Response

Primary data was collected through a questionnaire sent to the identified 253 companies through various modes a well
as interview interface in person with senior finance executives conversant with corporate financial decisions in the
international context. Responses from 51 Senior Finance Executives representing equal number of companies from the
Indian corporate sector were received giving response rate of the survey to be 20.16 per cent. The response rate can be
considered favorable, as compared to previous surveys; 392 firms for a 9% return rate (Graham & Harvey, 2001), 160
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firms for a 9.4% return rate (Beneti, Decourt & Terra, 2007), 313 firms for a 5% return rate (Brounen, de Jong, &
Koedijk, 2004) and 87 firms for a 12 % return rate (Bancel & Mittoo, 2004).

3.4 Profile of the Respondent

Figure 1. Industry Group representation in Figure 2. Companies Representation in the
the survey survey based on Multi-nationality Rank
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Nineteen prominent industries are represented in the survey through 51 companies. These industries were grouped into
nine different categories namely, Automobile, Infotech, Oil & Gas, Pharmaceuticals, Steel, Banking & Finance,
Telecomm-Service, FMCG and ‘Others’, constituting a minimum of five companies in each industry group. The
respondent companies were also grouped into size groups of consolidated assets and revenues of less than and equal to
or greater than INR 500 billion. The respondents include companies with highest rank 1 to lowest rank 245. In terms of
international presence through subsidiaries, 7 of the Indian MNCs companies being analyzed have more than 50 foreign
subsidiaries, 9 have between 25 to 50 foreign subsidiaries and the remaining companies less than 25 subsidiaries
overseas. As corporate financial policies could be impacted by the percentage of foreign equity holdings, one - third the
analyzed companies have between 20 % to 50% foreign equity holdings. (Figures 1-5: Sample Characteristics)

3.5 Techniques and Tools for Data Analysis

SPSS 20.0 was used to analyze the primary data through proportional analysis, determining means of all responses and
performing analysis of variance (ANOVA). The data is found to be normal using K-S Test (p > 0.05).

4. Analysis and Discussion
4.1 Investment Management Practices

Based on ANOVA statistics appearing in Appendix 1, it is observed that there is similarity in the techniques or
importance attached to various factors affecting investment decisions of Indian MNCs in their preference for use of
capital budgeting techniques, method of estimating cost of equity capital, risk factors considered for adjusting the
discount rates for valuation of projects, use of discount rates for evaluating a new project in the overseas market, in the
preferred mode of foreign investment, and in the use of methods for valuation of merger/ acquisition/ takeover
candidate. However as shown in the Table 1 derived from Appendix 1, significant differences are observed in the
following aspects of investment practices:

i The preference for IRR as a capital budgeting technique varies for companies in different industries.
Companies in different Multi-nationality Index group as well as those differing in terms of number of foreign
subsidiaries exhibit significant differences in their preference for use of IRR. The preference for use of
Earnings multiple approach and profitability index for capital budgeting decisions depends upon the size of the
company in terms of consolidated assets.

ii. Companies in different industries exhibit varying preference for use of CAPM for arriving at cost of equity.

iii. Consideration of interest rate risk for adjusting discount rate for valuation of projects is influenced by nature of
industry. The size of the project for adjusting discount rate for valuation of projects as well as the practice of
factoring in the discount rate for the overseas market for evaluating a new project by companies depends on
the relative multi-national dimension of companies.

iv. The use of intangible assets in the valuation of mergers/ acquisition/ takeover is industry specific and therefore
the practice differs from industry to industry.

Table 1. Anova Statistics for Investing Decisions

Reference  Industry % of Foreign Consolidated =~ Number of

MNI Rank

question Groups Equity Assets foreign
no.in subsidiaries
Appendix 1
F Sig. F Sig. F Sig. F Sig. F Sig.
1(a) Internal rate of return 1(b) 4.055 .001 3.383 .017 .000 .995 .285 .596 4.327 .043
1(b)Earnings multiple  1(d) 1.761 .115 .758 559 .361 551 9.571 .003 475 494
approach
1(c)Profitability index 1(h) 411 907 476 753 .044 834 4671 .036 1534 .222
2(a) Using the capital asset 2(b) 2709 .020 .317 .865 3.143 .084 .680 414 140 .710
Pricing model (CAPM, the
“beta” approach)
2(b) Using the CAPM but 2(c) 2296 .042 633 .642 2229 .143 730 .398 1460 .234
including some “risk
factors”
3(@) Interest rate risk 3(b) 2589 .023 .036 .997 .323 572 740 394 216 .644

(change in general level of
interest rates)
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3(b)Commodity price risk

3(e)

975

469

2.562

.050

.370

.546

.038

.846

1.987

.165

3(c)Size (small firm being
riskier)

3(h)

1.665

139

3.021

.028

794

378

1.943

170

2.778

102

4(a)The discount rate for the
overseas market (country
discount rate)

4(b)

1.059

412

3.472

.015

.000

1.000 .000

1.000

3.077

.086

5(a) Market Based-Market
multiples for comparable
company  for  unlisted
companies

7(b2)

400

913

5.023

.002

244

.624

.091

764

2.048

.160

5(b) Asset Based Intangible
asset valuation

7(c2)

2.542

.027

1.088

376

201

.656

1.294

.262

1.388

.245

4.2 Financing Practices

Based on the ANOVA statistics appearing in the Appendix 2, it is observed that there is similarity in the practices as
indicated by preference or importance attached to various factors affecting financing decisions of Indian MNCs such as
appropriate amount of debt, foreign debt, equity capital, convertible debt, choice of debt policy, choice of markets to
raise long -term funds and choice of preferred instrument to raise long-term or short-term debt. An analysis of Table 2
extracted from Appendix 2 reveals the following significant differences in financing aspects:

The relative importance attached to tax advantage of interest deductibility while determining appropriated amount of
debt differs depending upon the geographical spread and presence through number of subsidiaries. Differences are also
visible in the consideration of potential cost of bankruptcy/distress as an important factor affecting appropriate amount
of debt as influenced by degree of multi-nationality indicated by MNI rank.

Vi.

Vii.

viii.

Companies differing in terms of number of foreign subsidiaries exhibit varying importance to foreign
regulations when considering issuing debt abroad. The borrowings by Indian MNC’s tend to be more from
domestic markets similar to other emerging markets like Brazil. Rossi, (2009) indicated insignificant impact
of asset based on borrowings due to low enforceability. Companies having varying percentages of foreign
equity holdings also consider foreign interest rates as compared to domestic interest rates while taking decision
about issuing foreign debt.

While considering decision about issuing equity capital, companies grouped by consolidated assets differ in
considering equity as a least risky source of funds. Providing shares to employees through bonus or stock
option as a factor in decision for issuing equity capital varies with size of the company in terms of consolidated
assets. Issuing equity with the motive of diluting shareholding of other shareholders varies with the number of
foreign subsidiaries of an Indian MNCs.

While determining debt policy, companies in different industries as well as in different MNI group differ in the
considering the use of debt when the equity is undervalued by the market or due to delay in retiring debt
because of recapitalization costs & fees.

Differences are observed in considering convertibles debt to be less expensive than straight debt by companies
in different MNI groups and consolidated assets groups. Companies grouped by consolidated assets show
differences in attributing the successful use of convertibles by other firms in the industry as a significant factor
in the issue of convertible debt. The flexibility to “call” or force convertible debt whenever required is also a
significant factor to issue convertible debt perceived differently due to industry representation. Companies
belonging to different MNI as well as different consolidated assets group differ in considering attracting
investors unsure about the riskiness of the company while issuing convertible debt.

Issuing short- term debt in anticipation of long term market interest rates to decline and preference for short-
term debt in order to capture returns from new projects by shareholders instead of committing interest
payments to debt holders is significantly influenced by industry characteristics.

Companies in different MNI rank groups show marked difference in the relative preference for host country
market for raising loan- term funds.

There is significant difference in the relative preference of instruments for raising long term funds. Differences
are observed in the preference of equity by differently MNI ranked companies, ECBs due to industry
representation and IDR due to their number of foreign subsidiaries.

Differences are also observed in the relative preference of instruments for raising short-term funds. Companies
in different industries and falling in different consolidated assets group differ in their preference for
commercial paper. Preference for issuing short -term bank loans in India varies with industry. Companies
differing in terms of number of foreign subsidiaries also exhibit differences in their preference for advance
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payments from customers and associates in India as well as overseas as an instrument for raising short -term
funds.

Table 2. Anova Statistics for Financing Decisions

Reference Industry % of Consolidated
question MNI Rank Foreign Number of foreign
. Groups . Assets .
no. in Equity subsidiaries
Appendix
2 F Sig. F Sig. F Sig. F Sig. F Sig.
1(a)The potential costs of  8(b) 1445 210 2.683 .044 .186 .668 .053 .818 3.880 .050
bankruptcy, near-
bankruptcy or distress
1(b)We limit debt so our 8(i) 945 492 572 684 9.167 .004 .120 730 .005 941
customers/suppliers  are
not worried about our
firm going out of
business
2(a)Foreign  regulations  9(d) 1248 .301 1.187 .332 1.019 .319 .403 529 5.887 .020
require us to issue debt
abroad
2(b)Foreign interest rates  9(e) 2.018 .073 503 .734 4.837 .033 .000 .988 .016  .899

may be lower than
domestic interest

3(a) If our equity price 10(a) 2218 .050 .576 .682 .004 953 2.880 .097 1415 241
has recently risen, the

price at which we can

sell is ‘high”

3(b)Equity is our “least 10(b) 1907 .089 1.043 .397 .031 .860 5.404 .025 .034 .856
risky” source of funds

3(c)Providing shares to 10(c) 1258 .295 2157 .092 518 476 5.149 .028 034 .854
employees  bonus/stock

option plans

3(d)Diluting the holding 10(j) 1325 .263 1.271 .298 .389 536 .620 .435 7.793 .008
of certain share holders

4(a)We use debt when 11(d) 2523 026 .667 .618 .645 426 .724 399 1.285 .263

our equity is undervalued
by the market

4(b)We delay retiring 11(f) 2639 .021 4352 .005 .610 .439 1.089 .302 .115 .736
debt because of

recapitalization costs &

fees

5(a)Convertibles are less 12(c) 826 586 2955 .032 .782 382 7.392 .010 .154 .697
expensive than straight
debt

5(b)Other firms in our 12(d) 1.953 .084 1456 .235 .183 .671 9.195 .004 .065 .800
industry successfully use
convertibles

5(c)Ability to “call” or 12(Q) 2.627 .024 1198 .328 2.023 .163 3.186 .082 .000 1.000
force  conversion  of

convertible debt if/when

we need to
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5(d)To attract investors 12(h) 1.633 .152 3289 .021 .000 .990 4.999 .031 .007 .933
unsure  about the
riskiness of our company
6(a) We issue short-term 13(a) 985 462 448 773 .058 811 6.884 .012 427 517

when short-term interest
rates our low compared
to long-term rates

6(b)We issue short-term 13(c) 3391 .005 .836 510 .965 .331 1335 .254 295 590
when we are waiting for

the long-term market

interest rates to decline

6(c)We borrow short- 13(d) 2306 .041 371 828 .894 349 140 .710 .045 .833
term so that returns from

new projects can be

captured more fully by

shareholders rather that

committing to pay long-

term profits as interest to

debt holders

7(a)Host country markets  14(c) 917 525 3529 .023 .212 .649 .026 .874 N.A.  N.A
8(a) Equity 16(a) 654 727 2684 .044 767 386 .046 .832 2438 .125
8(b)IDR 16(h) 635 743 1.078 .382 1041 .314 .092 .763 4.145 .049
8(c)Interest free loans 16()) 2029 .069 .161 957 7.818 .008 .015 903 .846 .363
8(d)others 16(1) 7520 .037 .346 794 139 719 211 .659  .000 1.000
9(a) Issue of Commercial 17(a) 3.764 003 1972 .117 .149 701 5004 .030 .149 701
paper in India

9(b)Short term- bank 17(c) 2287 .042 2454 061 .358 553 .001 975 2.062 .158
loans in India

9(c)Short term bank 17(d) 2.005 .073 1750 .158 4.032 .050 .478 493 2441 125
loans overseas

9(d)Factoring receivables 17(g) 1.009 .447 1336 .273 1376 .247 .089 .767 6.434 .015
in India

9(e)Advance payments 17(k) b33  .824 2050 .106 .059 809 1357 .250 6.544 .014

from customers and
associates overseas

4.3 Management Control Practices

ANOVA statistics appearing in the Appendix 3provides evidence of similarities and differences in management control
practices of Indian MNCs as indicated by relative importance of factors considered for financial performance
measurements and the methods followed for transfer pricing. However as can be observed in Table 3, significant
differences are observed in the following management control practices:

i Companies falling in different consolidated asset size groups exhibit dissimilarities in relative importance to
separate ROI for each country operations’. The use of ‘Net cash flow” as a financial performance measure
differs depending upon number of foreign subsidiaries. The industry representation also affects the use of ‘free
cash flow’ as a measure for financial performance.

ii. The use of ‘cost plus pricing’ and ‘At arm’s length’ methods for transfer pricing varies depending upon the
number of foreign subsidiaries of Indian MNC.
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Table 3. Anova Statistics for Management Control Decisions

Reference Industry Groups MNI Rank % of Consolidated Number of
question no. in Foreign Assets foreign
Appendix 4 Equity subsidiaries
F Sigg F Sig. F Sig. F Sig. F Sig.
1(a)Separate ROl 21(b) 1.185 334 462 763 1152 289 4.156 .048 .015 .902
for each country
operation
1(b)Net Cash flow 21(d) 1.586 162 1192 329 504 482 .063 .802 4.666 .036
1(c)Free cash flow 21(e) 2.871 014 2481 .059 .075 .785 .245 623 2751 .104
2(a) Cost plus 22(a) .818 592 782 544 1243 271 .041 840 5310 .026
pricing
2(b)At arm’s length ~ 22(d) 1.100 386 .710 590 .040 .843 .002 .969 5.795 .020

4.4 Dividend Practices

Based on the ANOVA statistics in Table 4it is observed that there is similarity in the dividend decisions of Indian MNCs
indicated by the extent of repatriation of foreign earnings, preference for type of dividend and dividend policy
irrespective of their industry representation, multi-nationality rankings, consolidated assets, foreign equity holding
percentage and humber of foreign subsidiaries.

However as can be observed from Table 4 derived from Appendix 4, significant differences are observed in the
following dividend related practices:

i There is significant difference in the extent of repatriation of foreign earnings on the basis of differences in the
industry representation.

ii. There is significance difference in the dividend policies on the basis of differences in the MNI ranking.

Table 4. Anova Statistics for Dividend Decisions

Number of
Refer_ence Industry MNI Rank % of Foreign Consolidated folrjei 0
question 0. Groups Equity Assets .g_ .
in  Appendix subsidiaries
3 F Sig. F Sig. F Sig. F Sig. F Sig.
1. To what extent co. 18 2241 049 776 548 1.128 .294 1.648 .206 .808 .374
remit foreign earnings
2. Characterization of 20 1861 .097 2.810 .038 .394 533 1.183 .283 N.A. NA

co.'s dividend policy

5. Findings

The study clearly brings out that financial behaviour of Indian MNCs is affected by Industry, number of subsidiaries,
foreign equity holding and size of the company in terms of assets.

5.1 Industry Affects

The differences in practices attributable to industry affects is seen in the use of IRR as a capital budgeting technique,
preference for the use of CAPM for arriving at cost of capital, considering use of debt in capital structure when equity is
undervalued by market or there is delay in retirement of debt for the reasons of recapitalization costs. The industry-wise
differences are also significant in relative importance to factors affecting borrowings such as flexibility to call or force
convertible debt, preference for issue of short-term debt in anticipation for long-term market rates to decline, preference
for borrowing short-term loan to capture returns for shareholders instead of committing interest to long-term debt
providers. Industry characteristics also affect the relative importance to ECB and short- term bank loan as instruments
to raise funds. Industry also affects the free cash flow available and its use for management control. It is seen that the
extent of repatriation of foreign earnings as a factor in dividend decision affecting retention policy to finance future
growth and meet regulatory compliances is also shaped by nature of industry.

5.2 Number of Foreign Subsidiaries

The number of foreign subsidiaries not only points to ownership structures, corporate parent chain but also geographical
spread of MNCs influencing financial behavior. The differences in practices can be seen in consideration of IRR as a
capital budgeting technique due to variety of adjustments required to arrive at cash flows. The relative importance
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attached to tax advantage of interest deductibility while determining appropriate amount of debt as well as considering
issuing debt abroad amongst other factors depends on host country regulatory requirements. Significant difference in the
relative preference of instruments for raising long term funds through IDR are observed explainable due to location
factors, ease of market access and ability to raise funds. The relative preference for issuing equity with the motive of
diluting shareholding of other shareholders is also influenced by number of foreign subsidiaries of an Indian MNCs
appears to be due to reasons of corporate control. In the area of working capital management marked differences persist
between companies with different number of subsidiaries in according preference for advance payments from customers
and associates in India as well as overseas as an instrument for raising short -term funds.

5.3 Size

The differences in the financial behaviour due to size have been confirmed by various studies. The results of this study
also suggest that Indian MNCs in different asset size groups differ in their preference for use of Earnings multiple
approach and profitability index for capital budgeting decisions. The size of the company in terms of assets is a factor in
considering issuing equity capital, and also regarding it as a least risky source of funds. This may be due the need to
maintain a target debt to equity ratio and the magnitude of owners funds needed to fund expansion needs. Companies in
different asset size groups also differ in considering providing shares to employees through bonus or stock option while
issuing equity capital. They also exhibit varying behaviour in considering convertibles debt to be less expensive than
straight debt depending upon their own mix of funds in capital structure and asset liability match. They also show
differences in attributing the successful use of convertibles by other firms in the industry as a significant factor in the
issue of convertible debt as well as in their preference for issue of commercial paper.

5.4 Foreign Equity Affects

The amount of foreign equity in capital structure of Indian MNCs affects the cost of funds. The survey results point out
companies having varying percentages of foreign equity holdings also consider foreign interest rates as compared to
domestic interest rates while taking decision about issuing foreign debt.

5.5 Multi-nationality Affects

Indian MNCs grouped in ranks as per multi- nationality index show difference in preference for use of IRR as well as in
the practice of factoring the discount rate for the overseas market for evaluating a new project in their investment
decisions. The degree of multi- nationality also affects differences in their consideration for issue of debt when equity is
undervalued or due to delays in retirement of debt taking into account recapitalization costs and fees. Consideration of
potential bankruptcy costs from use of debt, viewing convertible debt cheaper than straight debt, relative preference for
raising long-term funds in host country market as well as preference for raising equity over debt is influenced by degree
of multi-nationality which also significantly affects the dividend policies of these Indian MNCs.

6. Conclusion

The results support previous studies in corporate financial behavior of companies exhibiting differences in their
practices due to their size and industry characteristics. It further extends to identifying differences in their behavior
attributable to differences in multi-nationality rank, number of foreign subsidiaries and foreign equity holdings. This
study contributes to bring out the significant differences in important aspects in investing, financing, dividend and
management control practices of Indian MNCs arising due to differences in contextual factors and their make- up.
However, the inferences need to be drawn in the light of the fact that this research is an exploratory attempt to
understand the corporate financial behavior and practices which take into account number of factors and variables.
Therefore, the statistical / quantitative data used for drawing inferences need to incorporate qualitative aspects of
decision making in the real world subject to situations and conditions. The similarities and differences brought out
above helps to explain the nature of factors and considerations involved in corporate financial practices of Indian MNCs
depending on their makeup, characteristics and contextual factors.
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Appendix 1: Anova Statistics for Investing Decisions

Industry % of Foreign Consolidated Number of foreign
% of always.or almost of the Mean Groups MNI Rank Equity Assets subsidiaries
fimes F Sig. F Sig. F Sig. F Sig. F Sig.
1.Preferred Capital Budgeting Technique
1(a) Net present value 86.0 3.28 1.328 257 | 1.694 | .168 .930 .340 .091 764 417 522
1(b)Internal rate of return 83.7 3.37 | 4055 | .001 | 3.383 | .017 .000 .995 .285 .596 4.327 .043
1(c)Hurdle rate 479 244 | 1529 | 179 | 1.137 | .352 1.995 .165 .780 .382 118 733
1(d)Earnings multiple approach 45.8 231 1.761 115 .758 | .559 .361 .551 9.571 .003 A75 494
1(e)Adjusted present value 62.5 2.60 1.079 .397 552 | .699 .001 977 961 .332 1.951 .169
1(f)Payback period 75.5 3.02 .565 .800 | .361 | .835 .881 .353 1.635 .207 2.251 .140
1(g)Discounted payback period 61.2 2.63 1.046 419 | 1.890 | .129 .021 .887 1.251 .269 1.034 314
1(h)Profitability index 57.1 2.49 411 .907 476 | 753 .044 .834 4,671 .036 1.534 222
1(i)Accounting rate of return (or book rate of return on assets) 41.7 2.10 448 .885 241 | 913 .042 .838 .359 .552 1.029 .316
1(j)Sensitivity analysis 67.3 2.73 AT79 .864 | .438 | .780 .236 .629 .000 .996 .370 .546
1(k)Value-at risk or other simulation analysis 57.1 2.59 .398 915 .616 | .653 .004 .952 .243 .624 1.085 .303
1(I)We incorporate the “real options” of a project when evaluating it 36.2 2.00 .306 959 | 1.343 | .270 .946 .336 .253 .617 .968 .330
2. Methods of Arriving at cost of Equity Capital
2(a) With average historical return on common stock 65.9 2.89 .641 .738 591 | .671 .000 991 195 .661 .578 451
2(b) Using the capital asset Pricing model (CAPM, the “beta” approach) 52.3 2.36 2.709 .020 317 | .865 3.143 .084 .680 414 .140 .710
2(c) Using the CAPM but including some “risk factors” 53.3 2.60 2.296 .042 .633 | .642 2.229 .143 .730 .398 1.460 .234
2(d) Whatever our investors say they require 40.9 2.32 1.566 171 | 1.082 | .379 .854 .361 1.098 .301 1.336 .254
2(e) By regulatory decisions 65.1 2.67 512 839 | 1.958 | .121 481 492 1.765 191 1.101 .300
E(;)rli\zjvctlg)out from discounted dividend/earnings model, e.g. Price= Div/(cost of cap. 442 226 420 901 | 1038 | 401 2219 144 000 984 062 805
3. Risk factors for adjusting Discount Rates

3( a)Risk of unexpected inflation 68.8 2.96 1.546 173 563 | .691 .166 .686 401 .530 1.822 184
3(b)Interest rate risk (change in general level of interest rates) 83.3 3.33 2.589 .023 .036 | .997 .323 572 740 .394 216 .644
3(c)Term structure risk (change in the long term Vs. short term interest rates) 76.6 3.06 1.768 114 | 395 | 811 131 719 1.008 321 2.353 132
3(d)GDP or business cycle risk 72.3 2.98 1.382 .236 .894 | 476 2.216 144 .616 437 .140 710
3(e)Commodity price risk 66.7 2.77 .975 469 | 2.562 | .050 .370 .546 .038 .846 1.987 .165
3(f)Foreign exchange risk 82.6 3.39 .978 468 | .309 | .870 .000 .989 3.314 .076 .013 .908
3(g)Distress risk (probability of bankruptcy) 41.7 2.23 1.057 412 .267 | .898 .021 .885 118 733 452 .505
3(h)Size (small firm being riskier) 29.8 2.04 1.665 139 | 3.021 | .028 794 378 1.943 170 2.778 102
3(i)“Market-to-book™ ratio (ratio of market value of firm to book value of assets) 51.0 231 .986 461 .385 | .818 1.161 .287 423 .518 .003 .958
3(j)Momentum (recent stock price performance) 50.0 2.19 .560 .803 | 1.012 | .412 135 715 751 391 .705 405
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4. Choice of discount rates when evaluating a new project in an oversea market
4(a)The discount rate for our entire company 59.6 | 2.68 | 2.072 | .063 | 1.103 | .368 | 2.566 | .116 .655 422 409 | .526
4(b)The discount rate for the overseas market (country discount rate) 745 | 3.00 | 1.059 | .412 | 3.472 | .015 | .000 | 1.000 | .000 | 1.000 | 3.077 | .086
4(c)A divisional discount rate (if the project line of business matches a domestic division) 723 | 3.00 | 1.429 | .216 | 1.910 | .127 | 1.365 | .249 915 .344 .087 | .770
4(d)A risk matched discount rate for this particular project (considering both country & industry) 78.7 | 321 | 951 | 488 | .175 .950 | .087 .769 .006 937 260 | .612
4(e)A different discount rate for each component cash flow that has a different risk characteristic (e.g. depreciation Vs. operating cash flow) | 46.8 | 2.34 | 1.238 | .305 | .308 | .871 | .336 .565 .164 .687 | 1.038 | .314
5. Preferred mode of foreign investments
5(a)FDI 65.2 | 3.04 | 2.047 | .067 | .877 | .486 | 1.185 | .282 | .142 | .708 | .950 | .335
5(b)Portfolio Investment 75.0 | 2.86 | 1.247 | .302 | 1.417 | .247 | .133 718 .043 .836 .000 | .991
5(c)Institutional Investment 59.1 | 2.66 | .997 | .455 | .708 592 | .203 .655 403 .529 .013 | 911
6. Evaluation Criteria
6(a) Company-wide return criteria for evaluating investment proposals in projects N.A. | N.A. | 556 | .807 | 1.544 | .206 | .261 .612 .252 .618 | 1.005 | .321
6(b) different divisional required rates of return for evaluating projects to be undertaken by different divisions or operations N.A. | N.A. | 1.666 | .142 | .853 | .501 | .742 .394 .013 911 742 | 394
7. Use of methods for valuation of Mergers and Acquisitions
7(al) Earning Base-discounted cash flow/free cash flow N.A. | NA | 383 | 923 | .673 .614 | .007 932 406 527 .086 | .770
7(a2 ) Earning Based-Cost to create approach N.A. | NA. | 1.034 | 430 | 1.347 | .270 | .201 .656 | 1.294 | .262 .034 | .856
7(a3) Earning Based-Capitalized earning method N.A. | NA. | 840 | .574 .556 .696 | 1.487 | .230 442 510 378 | .542
7(b1) Market Based-Market Capitalization for listed companies N.A. | N.A. | 1.687 | .136 | .928 | .458 | .348 .559 .061 .806 .560 | .459
7(b2) Market Based-Market multiples for comparable company for unlisted companies N.A. | NNA | 400 | 913 | 5.023 | .002 | .244 .624 .091 764 | 2.048 | .160
7(b3) Market Based-Tender Prices N.A. | NA. | .340 | .944 | 1.°629 | .186 | .201 .656 157 .694 | 1.388 | .245
7(cl) Asset Based--Net adjusted asset value or economic book value N.AA. | NA | 369 | .930 | .324 .860 | 1.182 | .283 .015 .904 .318 | .576
7(c2) Asset Based Intangible asset valuation N.A. | NAA. | 2542 | .027 | 1.088 | .376 | .201 656 | 1.294 | .262 | 1.388 | .245
7(c3) Asset Based- Liquidation Value N.A. | NA. | 534 | 822 .503 734 | 151 .700 377 542 116 | 735
7(d) Others N.A. | NA | 157 | .994 .278 .889 | 1.263 | .272 412 527 | 1.481 | .235
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Appendix 2: Anova Statistics for Financing Decisions

Industry MNI Rank % of Foreign Consolidated Number of foreign
% of always or Mean Groups Equity Assets subsidiaries
Imost of the ti - - - - -
aimost oTthe imes F Sig. F Sig. F Sig. F Sig. F Sig.
8. Factors affecting appropriate amount of debt
8(a) The tax advantage of interest deductibility 79.2 3.19 | 1.959 .078 | 1.176 | .335 .020 .889 .075 .785 5.542 .023
8(b)The potential costs of bankruptcy, near-bankruptcy or financial distress 55.3 245 | 1445 | 210 | 2.683 | .044 .186 .668 .053 .818 3.880 .050
8(c)The debt levels of other firms in our industry 72.3 291 .952 487 .655 | .627 .353 .555 1.251 .269 2.946 .093
8(d)Our credit rating (as assigned by rating agencies) 66.7 2.90 A77 .865 611 | .657 .000 .995 .034 .855 3.016 .089
8(e)The transactions costs & fees for issuing debt 61.2 2.73 194 990 | 1.078 | .379 .090 .766 .105 .748 .027 871
8(f)The personal tax cost our investors face when they receive interest incomes 54.2 2.29 .832 .580 .069 | .991 | 1.115 .296 .000 .984 231 .633
8(g)Financial flexibility (we restrict debt so we have enough internal funds available to pursue new projects 596 285 | 1320 | 263 631 | 643 11 505 1788 188 213 647
when they come along)
8(h)The volatility of our earnings & our cash flows 74.5 291 .344 .943 510 | .729 | 1.707 .198 .548 463 .916 .344
8(i)We limit debt so our customers/suppliers are not worried about our firm going out of business 57.4 2.57 .945 492 572 | .684 | 9.167 .004 120 .730 .005 941
8(j)We try to have enough debt that we are not an attractive takeover target 34.0 217 .627 .750 582 | .677 .040 .843 .150 701 .087 770
8(Kk)If we issue debt our competitors know that we are very unlikely to reduce our input 42.6 223 | 1415 | 222 147 | 964 .500 483 .046 .832 .000 .995
8(1)A high debt ratio helps us bargain for concessions from our employees 36.2 1.94 | 1.120 372 .679 | .610 107 .745 1.454 234 .001 .981
8(m)To ensure that upper manfigement_works hard & efficiently, we issue sufficient debt to make sure that a 413 213 | 1353 | 249 | 2049 | 105 026 872 2484 122 1.489 229
large portion of our cash flow is committed to interest payments
8(n)We restrict our bor.rown?g so that profits from new/future projects can be captured fully by shareholders 383 219 701 688 | 2410 | 064 931 340 678 415 432 514
& do not have to be paid as interest to debt holders
9. Factors affecting firm's decision about issuing foreign debt
9(a)Favorable tax payments relative to India (e.g. different corporate tax rates) 70.5 2.80 672 713 417 | 796 | 1.133 .293 .346 .559 .000 .987
9(b) Keeping the “Source of funds” close to the “use of funds”. 68.2 3.00 .351 .939 .620 | .651 .657 422 1.352 .251 .694 410
9(C) P.r0V1dmg a “natural hedge”. (e.g. if the foreign currency devalues, we are not obliged to pay the interest 818 3.05 704 612 531 | 714 506 481 148 703 195 661
in Indian Rupee).
9(d)Foreign regulations require us to issue debt abroad 54.5 220 | 1.248 301 | 1.187 | .332 | 1.019 319 403 .529 5.887 .020
9(e)Foreign interest rates may be lower than domestic interest 81.8 3.23 | 2.018 .073 503 | .734 | 4.837 .033 .000 .988 .016 .899
10. Factors affecting Indian EMNCs decisions about issuing common equity

10(a) If our equity price has recently risen, the price at which we can sell is ‘high” 72.7 293 | 2.218 .050 576 | .682 .004 .953 2.880 .097 1.415 241
10(b)Equity is our “least risky” source of funds 57.8 2.60 | 1.907 .089 | 1.043 | .397 .031 .860 5.404 .025 .034 .856
10(c)Providing shares to employees bonus/stock option plans 62.2 278 | 1.258 | .295 | 2.157 | .092 518 AT76 5.149 .028 .034 .854
10(d)Common equity is our cheapest source of fund 65.9 2.57 .896 531 | 1.831 | .142 .207 .651 434 514 3.200 .081
10(e)Maintaining a target debt-to—equity ratio 66.7 291 745 .652 492 | 741 | 1584 0.215 0.458 0.502 0.178 0.675
10(f)Using a similar amount of equity as is used by other firms in our industry 55.6 242 | 1.002 451 692 | .602 .692 410 .203 .654 1.933 172
10(g)Whether our recent profits have been sufficient to fund our activities 60.5 2.65 732 .662 739 | 571 .364 .550 .055 .816 752 391
10(h)Issuing equity gives investors a better impression of our firm’s prospects than issuing debt 68.2 277 | 1.552 175 519 | .722 463 .500 3.340 .075 .039 .844
10(i) The capital gains tax rates faced by our investors (relative to tax rates on dividends) 52.3 225 | 1.089 394 | 1524 | 214 .282 .598 .069 .795 3.089 .086
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10(j)Diluting the holding of certain share holders 57.8 249 | 1.325 263 | 1.271 | .298 .389 .536 .620 435 7.793 .008
10(k) The amount by which our equity is undervalued or over valued by the market 53.3 253 | 1.933 | .085 | 1.234 | .312 .088 .768 2.194 146 1.505 227
10(1) Inability to obtain funds using debt, convertibles, or other sources 48.9 2.29 .837 576 .680 | .610 .382 .540 .362 .550 .855 .360
F1);))(/rrr:])elietign|ngs-per-share dilution make sure that a large portion of our cash flow is committed to interest 55.6 258 874 547 | 1202 | 289 | 1116 297 020 890 379 545
11. Factors affecting Indian EMNCs debt policy
11(a) We issue debt when our recent profits (internal funds) are not sufficient to fund our activities 66.7 277 | 1.042 422 | 1.032 | .402 118 .733 175 .678 .299 .587
11(b)Using debt gives investors a better impressions of our firm’s prospects than issuing common stock 55.3 2.60 934 .501 952 | 444 | 2964 .092 .264 .610 1.120 .296
11(c)We issue debt when interest rates are particularly low 72.3 3.02 .325 .951 239 | 915 .225 .637 .976 .328 .320 574
11(d)We use debt when our equity is undervalued by the market 57.4 257 | 2523 | .026 .667 | .618 .645 426 724 .399 1.285 .263
11(e)We delay issuing debt because of transactions costs & fees 348 2.00 | 1.333 | .258 | 2.422 | .064 | 1.708 .198 .303 .585 .283 .597
11(f)We delay retiring debt because of recapitalization costs & fees 404 2.09 | 2.639 | .021 | 4.352 | .005 .610 439 1.089 .302 115 .736
11(g)Change in the price of our common stock 51.1 232 | 1.030 | 431 550 | .700 .226 .637 1.424 .239 .156 .695
11(h)We issue debt when we have accumulated substantial profits 48.9 2.30 .593 777 278 | .891 | 1.245 .270 .102 751 2.495 121
12. Factors affecting Indian EMNC's decision about issuing convertible debt
12(a) Convertibles are inexpensive way to issue “delayed” common stock 72.7 2.93 .766 .634 .560 | .693 .635 430 .634 430 463 .500
12(b)Protecting bond holders against unfavorable actions by managers or stock holders 64.3 279 | 1.184 | .338 564 | .690 | 1.624 .210 2.631 113 271 .606
12(c)Convertibles are less expensive than straight debt 74.4 2.95 .826 .586 | 2.955 | .032 .782 .382 7.392 .010 .154 .697
12(d)Other firms in our industry successfully use convertibles 55.8 244 | 1953 | .084 | 1.456 | .235 .183 671 9.195 .004 .065 .800
12(e)Avoiding short-term equity dilution 535 247 | 1.298 278 | 1.224 | 317 .003 .958 .044 .835 .035 .853
12(f)Our stock is currently undervalued 44.2 228 | 1.663 | .144 | 1.332 | .276 .891 .351 1.533 .223 .019 .890
12(g)Ability to “call” or force conversion of convertible debt if/when we need 54.8 250 | 2,627 | .024 | 1.198 | .328 | 2.023 163 3.186 .082 .000 1.000
12(h)To attract investors unsure about the riskiness of our company 55.8 242 | 1.633 | .152 | 3.289 | .021 .000 .990 4.999 .031 .007 933
13. Factors affecting Indian EMNC's choice between Short-term and long -term debt

13(a) We issue short-term when short-term interest rates our low compared to long-term rates 68.8 2.79 .985 462 448 | 773 .058 811 6.884 .012 427 517
13(b)Matching the maturity of our debt with the life of the debt 75.0 3.04 | 1.227 | .310 | 1.197 | .326 | 1421 .239 .397 532 747 .392
13(c)We issue short-term when we are waiting for the long-term market interest rates to decline 56.3 254 | 3.391 | .005 .836 | .510 .965 .331 1.335 .254 .295 .590
13(d)We borrow .sh.ort—term so that returns frnom new projects can be captured more fully by shareholders 435 228 | 2306 | 041 371 | 808 894 349 140 710 045 833
rather that committing to pay long-term profits as interest to debt holders

13(e)We expect our credit rating to improve, so we borrow short term until it does 52.2 2.50 .535 .823 747 | 565 .019 .891 .804 .375 2.147 .150
13(f)Borrowing short-term reduces the chance that our firm will want to take on risky projects 40.0 2.24 499 .849 753 | .562 .010 .920 134 716 2.358 132
13(g)We issue long-term rates to minimize the risk of having to refinance in “bad times” 711 2.84 454 .879 434 | 783 | 1.835 .183 3.155 .083 .188 .667

14. Preferred markets for raising long-term finance
14(a) Domestic market N.A. N.A. 425 .895 740 | 572 .013 912 123 729 N.A. N.A.
14(b)International markets other than host country N.A. N.A. .929 510 | 1.646 | .190 | 1.197 .282 1.951 172 N.A. N.A.
14(c)Host country markets N.A. N.A. 917 525 | 3.529 | .023 212 .649 .026 874 N.A. N.A.
14(d)Through foreign operations of affiliates N.A. N.A. .503 798 | 1.036 | .412 .052 .822 118 734 N.A. N.A.
15. Reasons for according higher preference to particular markets to raise funds

15(a) Ease of Access 89.6 3.54 .839 574 | 1.249 | 305 | 3.634 .063 537 467 120 .730
15(b)Familiarity with the market/institutions 93.9 3.49 .696 .693 .386 | .817 .017 897 3.369 .073 1.053 .310
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15(c)Geographical presence 69.4 2.92 .656 726 208 | .932 .022 .883 JA11 741 .011 915
15(d)Low cost 93.9 3.69 .693 695 | 1.134 | .353 .348 .558 .046 .831 377 542
15(e)Tax benefit 92.0 3.60 874 .546 403 | .806 403 529 932 339 .703 406
15(f)Institutional arrangement & network 87.8 3.47 715 677 545 | .704 .629 432 .054 .816 144 .706
15(g)Others 53.3 2.53 .993 489 .585 | .681 .069 797 .820 .382 .661 431
16. Preferred instruments to raise long term finance
16(a) Equity 83.3 3.38 .654 727 | 2.684 | .044 767 .386 .046 .832 2.438 125
16(b)Debentures 745 3.02 743 .654 | 1.238 | .310 .530 470 .640 428 2.634 112
16(c)Foreign Currency Convertible bonds( FCCBs) 46.8 243 | 1.053 | .415 | 1.400 | .251 115 .736 .000 .991 2.282 .138
16(d)External Commercial Borrowings ( ECBs) 45.7 213 2.466 | .926 | .459 .103 .750 .302 .585 .926 .341
16(e)Preference Capital 43.8 2.25 .958 482 .076 | .989 373 .544 424 .518 .870 .356
16(f)GDR 57.4 2.62 .966 476 7132 | 575 .926 341 2.115 153 1.203 279
16(g)ADR 48.9 2.34 1.691 133 533 | .712 | 1.468 232 1.008 321 1.259 .268
16(h)IDR 39.0 2.20 .635 743 | 1.078 | .382 | 1.041 314 .092 .763 4.145 .049
16(i)Term loans from banks & FI’s 75.0 3.06 | 1.256 294 | 1685 | .171 | 1.480 .230 .092 763 .860 .359
16(j) Interest free loans 66.0 2.89 | 2.029 | .069 161 | .957 | 7.818 .008 .015 .903 .846 .363
16(k)Convertible debentures / convertible preference shares 51.1 244 | 1326 | .262 | 1.322 | .278 .198 .659 1.528 .223 .077 .783
16(I)others 30.0 1.80 | 7.520 .037 346 | .794 139 719 211 .659 .000 1.000
17. Preferred instruments to raise short term finance
17(a) Issue of Commercial paper in India 71.7 3.04 | 3.764 | .003 | 1972 | .117 .149 .701 5.004 .030 .149 701
17(b)lssue of Commercial paper in International markets 48.9 233 | 1.661 | .142 .867 | .492 | 1.583 .215 .215 .646 .989 .326
17(c)Short term- bank loans in India 745 3.06 | 2.287 .042 | 2.454 | .061 .358 .553 .001 975 2.062 .158
17(d)Short term bank loans overseas 54.3 248 | 2.005 | .073 | 1.750 | .158 | 4.032 .050 AT8 493 2.441 125
17(e)Bills financing through Indian and Foreign banks in India 53.3 2.56 .882 .541 727 | 579 | 2771 .103 .970 .330 1.687 .201
17(f)Bills financing through banks overseas 42.2 2.27 .891 534 | 1.825 | .143 | 3.260 .078 450 .506 1.914 174
17(g)Factoring receivables in India 44.4 2.22 1.009 447 | 1.336 | .273 | 1.376 247 .089 767 6.434 .015
17(h)Factoring/ receivables overseas 37.8 1.96 912 .518 .836 | .510 170 .682 .023 .879 2.701 .108
17(i)Forfeiting 25.0 1.64 574 792 | 1.552 | .206 .083 775 .005 .944 3.014 .090
17(j)Advance payments from customers and associates in India 53.3 2.47 .380 924 | 1.730 | .162 277 .601 1.416 241 7.992 .007
17(k)Advance payments from customers and associates overseas 51.1 2.40 .533 .824 | 2.050 | .106 .059 .809 1.357 .250 6.544 .014
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Appendix 3: Anova Statistics for Dividend Decisions

. Industry Groups MNI Rank | % of Foreign Equity | Consolidated Assets | Number of foreign subsidiaries
% of always or almost of the times | Mean

F | sig. | F [ sig F | sig. F | sig F | sig.
18. To what extent co. remit foreign earnings
18. To what extent co. remit foreign earnings NA. | NA | 2241 | 049 | 776 | 548 | 1128 | 204 | 1648 | 206 | 808 | 374
19. Type of Dividend
19(a) Cash Dividend 65.3 2.69 1.657 139 797 | 533 .896 .349 .328 .570 241 .626
19(b) Stock Dividend 64.6 2.75 .937 498 | 2.074 | .101 1.945 170 193 .662 244 .624
20. Characterization of co.'s dividend policy
20. Characterization of co.'s dividend policy N.A. ‘ N.A. ‘ 1.861 ‘ .097 ‘2.810 ‘ .038‘ .394 ‘ .533 ‘ 1.183 ‘ .283 ’ N.A. N.A.

Appendix 4: Anova Statistics for Management Control Decisions

Industry Groups MNI Rank | % of Foreign Equity | Consolidated Assets | Number of foreign subsidiaries
% of always or almost of the times | Mean
F Sig. F Sig. F Sig. F Sig. F Sig.
21. Criteria for financial performance measurement of foreign operations of Indian EMNCs
21(a) One company wide ROI criteria 80.0 3.07 1.243 303 | 1.206 | .323 243 .625 1.462 .233 2.322 135
21(b)Separate ROI for each country operation 65.2 2.72 1.185 .334 462 | 763 1.152 .289 4.156 .048 .015 .902
21(c)EVA /Residual income 51.1 2.40 1.443 .213 934 | 454 .368 .547 492 487 .028 .867
21(d)Net Cash flow 80.4 3.09 1.586 162 | 1.192 | .329 .504 482 .063 .802 4.666 .036
21(e)Free cash flow 717 2.96 2.871 .014 | 2.481 | .059 .075 .785 .245 .623 2.751 .104
21(f)Return on Equity 80.4 3.17 1.350 251 | .401 | .807 .011 .919 322 573 .964 332
22. Transfer Pricing Techniques

22(a) Cost plus pricing 34.8 294 .818 .592 782 | 544 1.243 271 .041 .840 5.310 .026
22(b)Contribution approach 45.7 1.87 .889 .536 131 | 970 .006 .937 .081 778 .557 459
22(c)Negotiated prices 444 2.00 .896 .530 791 | .538 .000 1.000 .502 483 .455 .503
22(d)At arm’s length 34.0 2.16 1.100 .386 | .710 | .590 .040 .843 .002 .969 5.795 .020




