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Abstract

The otudy analyces firm cize ond itcimpact on the performance of the
firm.The objective of the ctudy icto cnolyze the relationchip between
firm cize reprecented by net colecond firm performonée with reference
to Capital intenaity, export intencity, profit intencity, receorch ond
development intenaity, total forex eorningos ond total importc.Alco it
otudiec whether the cize of the firm hove on edge over their
performance. Data for the otudy woo ¢olleéted from CMIE Prowecs
Dotobooe for the period of 10 yeors from 2007-2016. The ctaticti¢ol
toolonomely ¢orrelotion, regrecoion ond Granger éomcolity were uced
for the otudy. The recultc Confirm thot only totol forex earningg
profitintenaity,totol importcond export intenoity hod on impoct on the
performance of the cuomple multinationol firmoduring the ctudy period.

Keywords: Foreign Subaidiary, Pharmoceuticol Indudtry, Size, Firm
Performonce, Correlation, Regreaoion ond Gronger Counculity.

Introduction

A multinotional ¢orporation owncond monogesbucinessin Gix or more
¢ountriec. Indion phormainductry iomaeinly operoted ond ¢ontrolled by
overriding foreign ¢omponiec having cubaidiories in Indio due to
avoilability of eéonomical lobor in Indio at low ¢oct. Governmento
regulate their operationsin voriouswaoyg, in¢luding removing borrierc
to entry, rectri¢tionc on morket ¢oncentration, ond rectritionc on
verti¢al integration. Governments may aloo  indulge in monitoring
operators’ pric¢ing ond production practi¢ecor providing iné¢entivec for
applic¢able ¢onduct. There are o number of ¢hollengeo thot are faced
when decigning on effeétive performonée meacurement oyotem.
Meaourec need to be ¢hocen to cupport the ottoeinment of opeéifi¢
performance or ¢onduét identified by the orgomization’s leoders to
achieve monogeriol goalo. Thug, ¢leorly defined gooladobjeétives ond
atrategiec ore required for appropriote meacurec to cupport their
attoinment. Correcpondingly the fundamental pro¢ecoes, driverc of
performance, ond the major competenciecrequired by employeeoneed
to be identified before effective performonce meoacurement ¢on be
ochieved.The otudy onalyces the performonce of the cumple firmo
uoing receorch ond development intenacity to ¢check whether R&D
octivitieowhi¢h omount to innovotion, leadcto greater profitobility of
firmo.  Profit intenaity to detect whether firm’c performonce ¢on be
meooured by ito profit rategchoare of forex earnings which ic the
proportion of earningo ottributed to foreign ex¢honge earninge, Copitol
intenaity icuced to meacure the performonce oo it indicates the totol
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¢apitol in¢urred by the firm in itcoperation ond finolly the
otudy ¢onaidercexport ond importoto ectimate their level of
operotionsin international octivitieo,

Review of Literature

Beomich, Poul W. Koravic, Lombrocet al (1999) examined
the impoét of orgomizationol foétorc on the export
performonce. Furthermore, firmo that otructure exportc
around cubcequent ctoges of internationalization ochieve
progrecaively higher overall export. Tokehikoloobe, Shige
Mokino ond David B. Montgomery (2000) exomined
whether early movers ond technology leaderc ottoined
auperior performoncée in emerging e¢onomic regionc. The
otudy found thot both high ¢ommitment ond eorly entry hod
poaitive impoctoon the perceived eConomié¢ performonce of
the Joint Ventures. Anthony Goren ond Paul W. Beomich
(2003), through on internalization theory, cuggeated thot the
outdated concept of geogrophi¢ oCope chould be oplit into
two related, but more preéice, elementcof international oooet
diopercion and country environment Jdiveroity.
Subcequently, offiliotion between e¢onomié¢ performonée
ond international oooet dictribution ic poaditive, but thot
¢ountry environment diveraity ionegotively acoociated with
performonce, with o poditive interoction between them.
Sarodindu Bhoduri & Amit S. Ray (2004) onolyced how
Te¢hnologi¢al Copobility cugmentsexport competitiveneso
of Leas Developed Countriec enterpricec by introducing
quontifioble ¢onceptc of te¢hnologi¢al Capobility ond
ectimating ec¢onometri¢ modelc of firm-level export
performonée for two R&D-intencive inductries in Indio,
Phormaceuti¢ale ond Eleétroni¢aEleétricole. Andrew B.
Bernord ond J. Brodford Jencen,(2007) exomined the effeéto
of firm otructure on the ¢looure of monufoéturing plontc.
Multi-plont firmcond thooe owned by multinationolcore leco
likely to exit. However, the cuperior curvival ¢honéec are
due to the ¢horaéteriati¢oof the plontorother thon the noture
of the firmo. Aopacia Vlachvei ond OuronioNotta (2008)
exomined the impact of firm level varioblecon the growth of
firmooperating in Greeée. The poper onolyzed empirically
the factoro affeéting the growth of Greek firma. The recultc
of the otudy chow that the relationchip between growth, cize
ond the oge of firmo ic very cenaitive with regpect to the
methodc of ectimation ond growth ond cize definitiona.
Notoacha LLE. ond Yonthi R.1. Hutogool (2009)exomined the
relationchip between R&D with firm’coperation ond morket
performonce. The findingo of the ctudy indicate thot all
comple firmc hove reported their R&D octivitieo
acCordingly tothe reolicti¢ a¢counting otondord. However,
the hypothedic tecting reoultc chowo thoat there iono
relationchip between R&D ond firm’coperotion ond morket
performonce.Chondon Shorma (2012)  exomined the effect
of recear¢h ond development (R&D) octivities on firma’
performonce for the Indion phormoceuti¢al inductry. The
otudy found thot the performonée of foreign firmcoperating
in the induotry iomore cenaitive toword R&D thon the local
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firmoond propoce further en¢ouragement ond inc¢entivecfor
doing in-houce innovative activitiec in the Indion
pharmaceutic¢al inductry. Rehona Koucer, Tohire, Bono et.ol,
(2012) provided onprofound Jecription of the inter-
relationchip between firm aize, growth, ond profitability of
non-finon¢ial componiec licted ot Koroachi otock exchonge.
The otudy reveoled that profitobility had otrong poaitive
relationchip with the growth of the firm; however cize hoo
leos cignificont ond negotive impact on the profitobility.
Chitra Singla and Rejie George (2013) explored the nature
of the relationchip between o firm'cinternationalization ond
performonée. The otudy found thot bucinecs group
affiliotion ond firm oge poaitively moderote the I-P
relationchips, whi¢h cignifiecdeeper inctitutionol, recource-
boced, ond legitimizing effe¢tc. The recultc indicate the
need for better mid-ronge ¢onéeiving to forge amore robuct
underctonding of the role vorious organizationol
¢hoaraéteriati¢oplay in influen¢ing the I-P relotionchip.

The previous otudiesc onolyced the performonée of
multinational componies ond itc cubaidiories mainly booed
on itoreceorch ond development octivitieo. It woo found thot
the recearch reloting to the performonce of multinational
firmo’ ocubaidiariec woo not Carried out. Thuo the precent
otudy cimoto fill the receoréh gap.

Statement of The Problem

Multinotional firmoore often offected by invedting whole of
their recouréec in the foreign morket without proper
underatonding of the operationc. The cuboidioriec meet
¢hallengesin maintaining or a¢hieving competitivenessond
profitability. An inductriolized firm hacto recpond to aronge
of c¢hollenges, thot include quick improvements in
technology, reduétion in employment ond productivity,
globalization of moarkets, ond environment requirementc
.The precent recearch otudy foéuces on the onolycic of
performance of the firmo belonging to the phormoceuticol
inductry baced on their cize.

Objectives of The Study

e To onolyze the relationchip between the cize ond the
performance of the multinationol pharmaceutiéal firmo
during the otudy period.

*  To onalyze the impoct of the cize on the performanée of
the multinational phormaceuti¢ol firmoduring the ctudy
period.

¢ To onalyce the ¢ooual relationchip between the cize ond
the performonée of the multinational phormaceutic¢ol
firmoduring the ctudy period.

Hypothesis of The Study

HO1: There icno cignifiont relationchip between the cize
ond the performonce of the multinationol phormaceutical
firmoduring the otudy period.
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HO02: There ic no cignificont impact of the cize on the
performanée of the multinational phormaceuti¢ol firmo
during the ctudy period.

HO3: There iono ¢ooual relationchip between the cize ond the
performonce of the multinational phormaceuti¢al firmo
during the ctudy period.

Methodology of The Study
* Selection of the Sample Size

The ¢onctituento of the BSE S&P Index ic ¢onaidered for
ocomple celection. Thelndex ¢onctitutes 500 cComponies. Out
of theoe 456 componiecare multinational. Among thece 456
¢omponieg, the phormoceuti¢al firmooare chocen aocumple,
whi¢h omountcto 35 firmo. Among theae 35 componiea, Sata
woo ovailoble only for 28 ¢omponiec. Thuo the comple
¢omponiec ore Abbott India Ltd., Ajontoa Phorma Lt3.,
Actrozene¢o. Phorma India Ltd., Aurobindo Phorma Lt5.,
Codila Healthéare Ltd., Cipla Ltd., Dichman
Phoarmoceuticalc & Chemicolo Ltd., Divi'S Loborotorieo
Ltd., Dr.Reddy'S Loboratoriec Ltd., F D C Ltb.,
Gloxoomithkline Phormoceuti¢alo Ltd., Glenmark
Pharmaceuticalo Ltd., Indo¢o Remediesc Ltd., Ipca
Loboratoriec Ltd., J B Chemiéalo & Phoarmaceutic¢olo LtS.,
Jubilont Life S¢ienc¢ec Ltd., Lupin Ltd., Morkconc Phorma
Ltd., Nat¢o Phoarma Ltd., Novartioc Indio Ltd., Pfizer Ltd.,
Sonofi India Ltd., Strides Shaoun Lté., Sun Phormaceuticol
Indo. Ltd., Suven Life Sc¢ienc¢ec Ltd., Torrent
Phormoceuti¢ale Ltd., Uni¢chem Laborotoriec Ltd. ond
Wockhardt Lto.
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* Period of the Study
The ctudy ¢overathe period of 10 yearofrom 2007 to 2016.
* Source and Collection of the Data

The cec¢ondary dotarelating to the otudy wooolleéted from
the CMIE “PROWESS” Datoboce.

Limitations of The Study
Thicctudy cuffersfrom the following limitotiona.

e All the limitationcof ce¢ondary dota ore alco opplicoble
to thicotudy.

*  Thectudy ¢onaidered only the phormoceutic¢ol Inductry.
*  Theperiodcof ctudy covercdataonly for 10 yearc.

*  All the ¢onctraint of the toolcare alco applic¢oble to thic
otudy.

Analysis And Interpretation
Computation of the Variables

The otudy ¢onaidercaize acthe dependent varioble which ic
the natural log of Net Salec.The independent
varioblecore:Copital Intenaity,Export Intencity , Profit
intenoity ond R&D Intenaity. Copitol Intencity ic ¢olc¢uloted
oo Copital of o firm by Net Sales, Export Intenaity icoefined
oo Total Exportc by Net Salec.Profit Intencity ic Retained
Profitoof firmoby Net SalecR&D intenaity ic Expencecon
R&D by Net Solecond Total Forex Earningowhic¢h refercto
the Totol volue of eornings from foreign exchonge
troncuctiona.

TABLE: 1 RESULTS OF DESCRIPTIVE STATISTICS OF THE SAMPLE FIRMS
DURING THE STUDY PERIOD

Mean Std. Dev. Skewness | Kurtosis | Jarque-Bera
CI 0.444919 0.36011 1.11944 4.101054 7.262386
EI 429.6221 266.2073 -0.168931 2.02484 1.242603
PI 1.571104 1.025081 -0.504302 | 6.511798 15.57501
RDI 0.425144 0.508466 2.544267 | 8.546955 66.10554
SIZE | 9.424608 0.937975 0.010394 | 2.210941 0.726887
TFE 109019.1 133950.3 1.550019 4.40029 13.49955
TI 33059.68 39967.24 1.910707 6.20707 29.03659

Source: Data collected from Prowess Database and computed using E-views 7.0
CI= Capital Intensity, EI= Export Intensity, PI=Profit Intensity, RDI = Research and
Development Intensity, TFE=Total Forex Earnings, TI=Total Imports

Table 1 chowo the recults of decCriptive ctaticti¢o for the
phoarmoceuti¢ol inductry during the otudy period. The meon
value wac poaitive for oll the variobles cu¢h ac Copital
Intenaity, Export Intenaity, Profit Intenacity, Recear¢h ond
Development Intenaity,Size, Total Forex Earningcond Total
Importc for oll the ocomple firmoc oduring the otudy
period.Total Forex Earningore¢orded the higheot meon
value 109019.1ondReceorch ond Development Intencity
re¢orded the loweat meon volue 0.425144.The volatilitieo
(Stomdord Deviation)  exhibited high volatility except
Capital Intenaity, Recear¢h ond Development Intenaity ond
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Size exhibited low volatility. The ckewnesowacpoaitive ond
okewed towardoright exéept for Export Intenaity ond Profit
Intencity whi¢h wacnegoatively ckewed ond moved towordo
left. The Kurtocic volue wac greoter thon the normol
diatribution volue 3 ond itoindi¢atesleptokurtic¢ dictribution
except for the varioble Export Intencity ond Size whi¢h woo
leos thon 3 ond indicatec platykurti¢ dictribution. The
Jorque-Berawaogreater thon 5 which indi¢oteonormality of
diatribution except for Export Intencity ond Size it wacleoo
thon 5 which indicateonon normality of the dictribution.
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TABLE 2: RESULTS OF CORRELATION ANALYSIS OF THE
MULINATIONAL PHARMACEUTICALFIRMS DURING THE

STUDY PERIOD
PI TFE | TI EI ClI | RDI
Size | Pearoon Correlotion 0282 |.796" | .780" | 0.070 | 0.120 | -0.312
7€ 'Sig. (2-tailed) 0.146 | 0.000 | 0.000 | 0.724 | 0.544 | 0.106

*. Correlation icoignificont ot the 0.05 level (2-toiled).

**_ Correlation iccignificant ot the 0.01 level (2-tailed).
Source: Data collected from Prowess Database and computed using SPSS 16.0
CI= Capital Intensity, EI= Export Intensity, PI=Profit Intensity, RDI = Research and
Development Intensity, TFE=Total Forex Earnings, TI=Total Imports

Table 2 chowo the recults of the Correlation onalyaic of the
comple firmaduring the otudy period. The varioble Size
witneaxed aignificont 'p' value with Total Forex Eorningoond
Totol Imports which reveols 79.6% nd 78% relationchip
between the variables. The impoct of intermediote inputcon
performance ic cector-gpecifi¢ ond ¢omnot be generalized.
Higher Importc refletc greater obility to import by
exporting firmcIn ¢ace of the phormaceutic¢al cector, raw

moteriolo ore eccentiolly the booci¢ ¢hemicolo for the
production whi¢h in turn oftc oo row moterial for
formulationc ond they lead to in¢reace in the Total Forex
Earningo .Hence the null hypothecic Hol: “There ic no
oignificont relotionchip between the Size ond the
Performonée of the Multinationol Pharmoceuti¢al Firmo
during the Study Period” icrejectes.

TABLE 3: MODEL SUMMARY OF REGRESSION RESULT FOR
THE SAMPLE FIRMS DURING THE STUDY PERIOD

. Std. Error of the Durbin-
Model | R R Square | Adjusted R Square Estimate Watson
1 0.912 0.832 0.784 0.436 1.968

a. Predi¢tora: (Conatont), RDI, TFE, PI, CI, EI, TI

b. Dependent Vorioble: Size

Source: Data collected from Prowess Database and computed using SPSS 16.0
CI= Capital Intensity, EI= Export Intensity, PI=Profit Intensity, RDI = Research and
Development Intensity, TFE=Total Forex Earnings, TI=Total Imports

Toble 3 chowo the recultc of model fitneoo for the Size ond
Performancée of the Somple firmowith Size acdependent ond
Receor¢ch ond Development Intencity, Totol Forex
Earningg,Profit Intenaity, Copital Intenaity, Export Intencity
ond Total Importc ac independent variobleo. It ionoted thot
91.2% of relationchip woo noti¢ed between Size ond

Recear¢ch ond Development Intencity, Total Forex
Earningg,Profit Intenaity, Capitol Intenaity, Export Intenaity,
ond Total Importo oo independent variobles. Further only
83.2% of variation in Size wooexploined jointly by the other
independent vorioblec. However the R aquare value ichigh
which indicatecthe model icgood.

TABLE 4: ANOVA RESULTS OF THE SAMPLE FIRMS DURING THE STUDY PERIOD

Model Sum of Squares | df | Mean Square F Sig.
Regrecoion 19.764 6 3.294 17.335 | 0.00
1| Reaidual 3.990 21 0.190
Totol 23.754 27

o Predictora: (Conctont), RDI, TFE, PI, CI, EI, TI

b. Dependent Varioble: Size

Source: Data collected from Prowess Database and computed using SPSS 16.0
CI= Capital Intensity, EI= Export Intensity, PI=Profit Intensity, RDI = Research and
Development Intensity, TFE=Total Forex Earnings, TI=Total Imports

The reaultc of Analycic of Vorionée for the Size ond
Performonée of the Somple firmo with Size ac Dependent
oand Recearch ond Development Intencity, Total Forex
Earningo,Profitintenaity, Copital Intenaity, Export Intencity
ond Totol Importcasindependent vorioblecore precented in

Table 4. The F ctaticti¢ value wacfound to be 17.335. The 'p'
volue wacs 0.00 which icleccer thon 0.05 ot 5% level. Hence
the Ho2: “There ic no cignificont impact of Size on the
Performonée of the Multinationol Phormoceuti¢ol Firmo
during the Study Period” icrejectes.

TABLE 5: CO-EFFICIENT RESULT FORTHE SAMPLE FIRMS DURING THE STUDY PERIOD

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Conctont) | 8.873 0.239 37.134 | 0.000
PI 0.244 0.095 0.267 2.564 0.018
TFE 0.000 0.000 0.794 3.520 0.002
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1 TI 0.000 0.000 0.253 1.246 | 0.226
EI -0.001 0.000 -0.424 -3.592 | 0.002
CI -0.183 0.310 -0.070 -0.591 | 0.561
RDI 0.206 0.212 0.112 0.973 0.341
o. Dependent Voriable: Size
Source: Data collected from Prowess Database and computed using SPSS 16.0

CI= Capital Intensity, EI= Export Intensity, PI=Profit Intensity, RDI = Research and
Development Intensity, TFE=Total Forex Earnings, TI=Total Imports

Toble 5 explainc the c¢o-effi¢ientc of Size ond the
Performonce of the Sample firmoduring the otudy period. It
ic to be noted from the reaultc thot the 'p' volue of the
varioblec Profit Intenaity, Totol Forex Ecrningo ond Export
Intencityolone woo less thon 0.05 omong the celeéted
varioblec. Profit being the important courée of funding for
Export initiotivec of firm. Higher profit-earning firmo ¢on
more eaally face cCompetitivenesoin foreign morkets. Export
intenacity refleéts international ¢ompetitive otructure of o
firm. The relationchip between firm cize ond exportc ore
mixed,the mojority of the ctudiec ceem to emphoocize o
poaitive relationchip. Other recent ctudiec have found a
poaitive relationchip between firm oize ond export
¢ompetitivenecs. MNCg, with their primory foéuc on

formulotion produétion, perform better in the export morket.
Firm oize ic generolly expected to hove o poaitive
relationchip to export intencity oo lorger firmo hove more
recour¢ecwith whi¢h enter foreign morketc A large firm will
be better oble to exploit cu¢h ccale eConomies ond enjoy
greater effi¢iency in production, encbling it to export more
ond inturn inéreoce itceorninga. It moy alco be oble to opreod
thic ¢oot over o lorger volume of export, which, in turn,
mokeo it more effi¢ient by reduéing the averoge oot of
exporting. Hence it ic¢lear that among the celected variobles
Profit Intencity,Total Forex Eornings ond Export
Intencityolone had itc impoct on the Performonée of the
Somple Multinationol Firmoduring the otudy period.

TABLE 6: RESULTS OF GRANGER CAUSALITY TEST FORTHE
SAMPLE FIRMS DURING THE STUDY PERIOD
Null Hypothesis: F-Statistic | Prob. | Accept/Reject Conclusion
SIZE §oecnot Granger Couce CI 1.052 0.367 Accept No Coucotion
CI Soecnot Granger Couce SIZE 0.833 | 0.449 Accept No Caucotion
SIZE $oecnot Gronger Couce EI 0.859 0.438 Accept No Coucution
EI doecnot Granger Couce SIZE 0.060 0.942 Adcept No Coucotion
SIZE $oecnot Gronger Couce PI 0.905 0.420 Accept No Coucution
PI oecnot Gronger Cauce SIZE 1.178 0.328 Adéept No Coucution
SIZE Soecnot Granger Couce RDI 1.043 0.370 Adcept No Coucotion
RDI doecnot Granger Couce SIZE 3.464 0.050 Adcept Unidirec¢tional Concotion
SIZE Soecnot Granger Couce TFE 1.033 0.373 Adcept No Coucution
TFE §oecnot Gronger Cauce SIZE 0.371 0.694 Adéept No Coucotion
SIZE oecnot Granger Cance TI 1.291 0.296 Acéept No Coucution
TI Soecnot Granger Couce SIZE 1.179 0.327 Accept No Coucotion

Source: Data collected from Prowess Database and computed using E-views 7.0
CI= Capital Intensity, EI= Export Intensity, PI=Profit Intensity, RDI = Research and
Development Intensity, TFE=Total Forex Earnings, TI=Total Imports

Toble 6 exhibitothe recultcof Gronger Coucnlity for Size ond
Performoncée of the Phormoceuti¢ol Inductry Firmo. The F —
Staticti¢ valueo reveoled Unidirectional Coucotion between
the variobles Size ond  Receorch ond Development
Intenaity.All the other vorioblesre¢orded no ¢oucotion with
the aize of the cumple firmobelonging to the phormaceutical
inductry. Empiri¢ol ctudiec chow thot lorge firmo ore more
innovative.Sin¢e R&D adtivity involvesa high level of rick
that icdifficult to eliminote , lorge firmomoy be more willing
to toke theoe ricko oo they ¢on be diveraified over a wider
ronge of product lines. Third, the production outline in o
lorge firm icmore orgomized ond routinized, which mokeaoit
eaoier for them to device anew innovotion. Hence the null
hypothecic Ho3: “There iocno ¢acual relationchip between
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the oize ond the performonée of the multinational
pharmaceuti¢ol firmoduring the ctudy period.” icaccepted.

Findings And Implications

The ctudy exomined the impact of the celeéted varioblecon
the performonce of the comple firmoduring the ctudy period.
The major findingo of the otudy were: The recultc of
¢orrelation onalycic indicate thot cize witneaed cignificont
relationchip with Total Forex Earningo ond Total Importa.
The comple firmo hod poaitive relationchip with the Size
ond Totol Importg Total Forex Eornings ond Export
Intenaity acthey exhibited increace in Net Salecby meancof
inéreace in their Export Intenaity, Total Importo ond Totol
Forex Eoarningo. The regrecoion recultc chowed thot the
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model ic good for oll the cumple firmo during the ctudy
period. The varioblec nomely Profit Intenaity, Total Forex
Eornings and Export Intencity hod impact on the
Performonce of the comple firmo during the ctudy period.
Gronger Conculity recultcindi¢ote Unidireétional Coucution
between the variobles Size ond Recearc¢h ond Development
Intenaity.All the other voriobleorec¢orded no coucotion with
the cize of the comple firmobelonging to the Phormaceutical
Induatry.Hence the ctudy found thot Export Intenaity, Profit
Intenaity, Total Importoond Total Forex Earningcore ¢locely
related ond they ore the mojor determinontsof the Size of the
Sample Firmobelonging to the Pharmaceuti¢al Inductry.

Suggestions Of The Study

e The cumple firmo chould ¢onéentrate more on export
activitiec
¢ The comple firmochould invect in R&D octivitieo.

e The government chould provide come oubacidy in
enriching the R&D octivitieowhich play amgjor role in
the ¢aoe of pharmaceuti¢al inductry.

Conclusion of The Study

The otudy onalyoed the impact of cize on the performonce of
the comple multinotionol firmo for the period of ten yeorc
from 2007 to 2016. The otudy reveoled thottotal forex
earningc, export intencity ond total importc of the comple
firmoalone had itcimpact on the  aize of the comple firma.
the larger firmchod on inéreoce in the total forex earningoby
meonoctheir poaitive impoct on export intencity ond increoce
in totol importa.
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