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THE LONG RANGE OBJECTIVES
AND TARGETS AND THE
RELATIONSHIP BETWEEN
THEM: A SURVEY OF THE TOP
GREEK COMPANIES

Abstract

This paper studies the existing relationship between the strategic
objectives and targets of the top most successful Greek companies. It
identifies those objectives and targets most commonly regarded as
important by the CEOs of the leading Greek companies. It also
attempts to show whether there is a close relationship between the
most commonly used objectives and targets, taking into consideration
the definition that the strategic targets of the firm are simply the
quantification or the numerical expression of its objectives. It
concludes that the vast majority of the leading Greek companies adopt
objectives that have to do with their long run profitability and / or their
long run survival, and choose specific targets that really quantify their
long run objectives.

Megidmypn

H nagotoo égevva eEetdlel ™y vadeyovoa oxEom Petaty tov
OTQUTNYIXGV TROTAV RO TTOYWY TV O TETUXNUEVOV eEAANVIRAY EML-
YEWHOEWY. Avoyvwller EXEIVOUG TOUG OXOTOTG ®aL TTEXOUS TTOU Oe-
OEOUVTOL OL TTLO TNUOVTLXOL QTS TIG AVHTOTES OLOXYOELS TWV ETYEL-
ofioEmv auTdv xau delyver v ox€om Tov VRAQXEL uetagy Tovg, ralo-
vovtag véym Ty BeonTint Groyn 6Tl oL OTGXO0L GOTEAOTV TNV 7o-
ootk £xgpoaon Twv oxondv. Katahjyel oto ovprégooua 6t 1 UEYC-
A TAELOYNQIQL TWV TETUXNUEVOV EAMIVIXAV ETLXELQTIOEWV vioBetotv
OXOTOUC TTOU E€XOVV VO HAVOUV HE TNV PoxQOTEEOeoun repdogogia
wow TV emPIOor Tovg ®at EMAEYOUV OTEXOUS OL OmoioL TOAYUOTLRA
TOGOTLXOTOLOTY TOUC POXQOTEGBECUOUS OROTOUG TOUG.

JEL : L21
key words: Strategic Management, business objectives of the firm, short-term
targets.
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1. Introduction

The purpose of this paper is twofold: (a) to identify those objectives and
targets most commonly regarded as important by the CEOs of the leading
Greek companies and (b) to examine the existing relationship between them,
taking into consideration the common practice and theory, which defines the
strategic targets of any firm as being the quantification or the numerical
expression of its objectives (J. Argenti, 1980: 43). Many studies attempted to
cover above two areas previously, especially in USA and UK: (Oakley, Larkins
and Winkle, 1999; Hesebarth, 1996; Brian, 1993; Stright, 1993; St. John and
Rue, 1991; Sanbri, 1987; Tagiuri and Davis, 1991). However, no previous
research has been reported on this field in Greece.

This research could provide very interesting insight to both academics and
practitioners: (a) For academics, because they will contribute further to the
knowledge pool, by giving answers, and from empirical evidence to the
theoretical issues of company’s objectives and targets and their relationship
between them, (b) For practitioners, because the empirical evidence will help
them to understand better this important issue of company’s objectives and
targets and the relationship between them.

The paper is trying to give answers by analysing the results of a questionnaire
sent to the top 500 Greek companies, with annual returns well above the
average of the industry they belong: From the 500 companies that received this
questionnaire only 116 (23,20%) companies responded.

It is found that the most often used objectives by the Greek leading
companies are the following three:

1. The long-rung survival (56.5%, 65 out of 116 companies)

2. The continuous increase of the annual net profits (51.3%, 59 out of 116
companies)

3. The continuous increase of the return on shareholder’s capital , ROSC
or IRR (39,1%, 45 out of 116 companies) )

Similarly, the most common indicators used by the Greek leading
companies as their targets and performance measures are the following:

1. The return on investment — ROI (52,6%, 61 out of 116 companies)

2. The gross profit margin (47,4%, 55 out of 116 companies)

3. The net profit margin (47.4%, 51 out of 116 companies)

4. The quality improvement: continuous decrease of default products and /
or continuous decrease of sales’ returns and / or continuous decrease of the
customers’ number of complaints (39,7%, 46 out of 116 companies).

This paper is structured as follows: Section two refers to the literature and
the empirical evidence concerning the objectives and targets of the companies
and their existing relationship. Section three describes the research method
adopted. Section four refers to the characteristics of the companies and the
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analysis of the research results. Finally, section five includes the research
conclusion and the implication that could be drawn from this research.

2. Background

It is a cliché, but nonetheless true, that today’s organisations exist in an
increasingly competitive and complex world. Strategic management and
performance measurement can help the organisation’s ability to compete and
survive, depending on how these two systems are developed and utilized.

Companies set specific objectives and targets, during the strategic
management and performance measurement processes, so as to provide their
management team with new insights, into why the system performs the way it
does, where it can be improved, and when the system is in control or out of
control.

There is plenty of literature describing the most important objectives and
targets that firms should employ in their long-range strategic planning process
as well as in their performance measurement and improvement process:

We could classify it in two major categories: (a) The literature that
describes the financial measures and (b) the literature that describes the non -
financial measures. Historically, the first studies were those that asserted the
importance and use by the companies of the financial measures. Profitability
was the first and the most important proposed measure that firms should
adopt as their major long term objective in their strategic planning process and
their performance measurement and improvement process. A good review of
these profitability measures can be found in many books (Argenti, 1980: 36-57
and 191-207; Horrigan, 1960: 284-294; Van Horne, 1980: 7-11; Kaplan 1984:
390-418; Tamminen 1976: 9-11; Brealy and Myers, 1996: 303-313).

In the literature, there is a large variation of different definitions for the
profitability of the firm. However, they could be divided into two main
categories: (a) Profitability which is determined by accounting numbers and
methods, as for example, return on investment (ROI), return on capital
employed (ROCE), return on net assets (RONA), return on sales, return per
employee etc., and (b) Profitability which is determined by discounted cash
flow analysis (DCF) as for example, return on shareholders capital (ROSC) or
else the Internal Rate of Return (IRR) of the company’s cash flows by which
the benefit (income) is exactly as great as the sacrifice (expenses), or, most
recently, the shareholders value added — SVA (Rappaport, 1998), which is the
net present value (NPV) of the company’s annual inflows (incomes) minus the
outflows (investments and net working capital expenses) and the economic
value added-EVA (Stewart, 1999).

Since the end of 1970’s it has been recognised that existing accounting
systems can not give an exact solution to managers’ strategic decision problems.
Accounting information needs to be used with caution and together with other
non-financial sources of information (Ryan, Scapens and Theobals, 1992: 53).

Riggs and Felix (1983), for example, proposed the ‘Objectives’ matrix’ and
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later, Kaplan and Norton (1992) have proposed the ‘Balanced Scorecard’
framework. Both frameworks are similar and consist of four categories of
performance measures or long terms objectives, two with financial and two
with non - financial indicators:

a) Financial measures, concerning the satisfaction of the company’s
shareholders based on DCF analysis, like the SVA profitability concept.

b) Internal business processes’ measures, mainly efficiency, effectiveness,
quality and productivity measures (financial and / or non-financial).

¢) Customer satisfaction measures (non—financial), and

d) Company’s learning and growth measures (mainly non—financial).

S. Sink and T. Tuttle (1989: 171-186) proposed a group of seven criteria (or
objectives): Effectiveness, Efficiency, Quality, Productivity, Quality of work
life, Innovation, and Profitability.

Nevertheless, both practitioners and academics agree that this topic is still
a very common and disturbing one. Common, because the setting of long run
objectives and targets is still a puzzle for many top executives in the Greek
private sector (not so much in its theoretical but in the practical context).
Disturbing, because until now, no empirical research evidence exists for the
Greek Companies, that could give us an insight or answer to the questions of
(a) what are the long-run objectives and targets most commonly regarded as
important by the CEOs and used by their companies, and (b) what is the
relationship between their objectives and their targets, or do their setted
targets really represent the numerical expression of their objectives ?

3.The method

This research is based on a structured questionnaire, constructed for the
purpose of identifying those goals or objectives and targets most commonly
regarded as important by the CEOs of the leading Greek companies, and of
examining the relationship between them. A number of approaches were used
to ensure response quality and to enhance response rate. These collectively
constitute a modified version of Dillman’s (1978) "total design method". More
specifically, the process was organised as follows: First, the research
instrument was pre-tested twice. In the draft form, it underwent a pre-test with
CEOs from five companies. A second pre-test was conducted after in depth
discussions with academics, management consultants, and questionnaire
design experts. This second pre-test was conducted in another five companies.
After some minor modifications the final questionnaire was mailed to the
CEO’s of the top 500 Greek companies together with a letter explaining the
purpose of the study and assuring anonymity, together with a pre-stamped
envelope addressed to the researcher. Four weeks after the initial mailing we
sent a follow-up mailing that included the same material as the first. The
ranking of ICAP Greek Consulting company, which is based on the annual
profitability rate (ICAP:1994-1997), was used for classifying the Greek
companies and for identifying the top 500 of them.
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All these top 500 companies remained on the list from 1994 to 1998, with
some small shifts (upwards or downwards) in the ranking. They are the best
and most successful Greek companies with returns well above average of the
industry they belong to and come from the manufacturing, the construction
and the service sectors.

The "mailed questionnaire" approach was used because many similar
studies have used mailed questionnaires, instead of interviews, with a response
rate between 7 and 20% (Etzioni, 1961; Armitage and Atkinson, 1990; Tagiuri
and Davis, 1991), for the identification of the company’ s objectives but also
for the following reasons, which are valid for Greek companies:

« One can receive answers quicker, if the response rate is sufficient.
« Company people answer more freely to an anonymous questionnaire.
o Personal interviews, especially with CEOs, are very difficult to take place.

A total of 116 completed questionnaires were received by the end of May
2000 (a 23,2% response rate). Analysing the data, we compared each answer
of the questionnaire with the following characteristics (variables):

1) The sector (manufacturing, construction, service) that each company
belongs.

2) The industry that each company belongs.
3) The size of the company according to "the total number of employees".
4) The size of the company according to "the total assets it owns".

To test whether our respondents were different from the non-respondents
we examined if there were any differences in the answering pattern between
early and late respondents. The rationale behind such analysis is that late
respondents (i.e., sample firms in the second wave) are more similar to the
general population than the early respondents (Armstrong and Overton,
1977). By September 2000, another 25 completed questionnaires were
returned but they were not included in the original data set. A thorough
analysis of these 25 delayed questionnaires had shown that the answering
pattern was very similar to that of the previous 116 companies. In other words,
even if the analysis was undertaken again with 141 questionnaires instead of
only 116, the results would be, if not identical, very similar indeed. Hence, it
appears that non-response bias is not a serious issue in this study.

4. Analysis

The companies that answered the questionnaire have the following
characteristics:

(a) 35 companies (30,20%) are manufacturing companies,
7 companies (6,0%) are construction companies, and
74 companies (63,80%) are service companies.
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(b) 32 companies (32%) are small size, occupying between 1-50 employees,
38 companies (38%) are medium size, occupying between 51-250
employees, and
30 companies (30%) are large size, occupying more than 250 employees.
(c) 21 companies (21,40%) are small size companies with total assets equal
to or less than DRS 1,5 billions ($1=370 DRS),
42 companies (42,90%) are medium size companies with total assets
between DRS 1,5-8,5 billions, and
35 companies (35,70%) are large size companies with total assets more
than DRS 8,5 billions.

From the above analysis we could conclude that the sample of the 116
companies is very satisfactory because:

e It includes companies from all three sectors of the Greek economy and
from all industries.

¢ It contains different size companies taking into consideration both
criteria: (a) total number of occupied employees and (b) total assets
a company possesses.

The vast majority of the Greek companies declared, through their CEOs,
that the major objective was ‘their long run survival’ (56,5%, 65 companies
out of 116). Second and third objective, in their stated preference, was ‘the
continuous increase of their annual net profits’ (51,3%, 59 companies) and
‘the continuous increase of the return on shareholders’ capital’ (39,1%, 45
companies), respectively. Finally, 27,0% (31 companies) of the leading Greek
companies, have stated that their major objective was ‘the continuous
decrease of their product cost’, as well as ‘the production of new products
and the continuous use of new technology in their production processes’.

If we examine the answers of the above question in relation to the sector
that each company belongs, we could get the following observations:

1. The objective ‘long run survival of the company’ was adopted mostly by
eading companies of the construction sector (71,4%, 5 out of 7 companies),
then follows the leading companies of the manufacturing sector (60%, 21
out of 35 companies) and finally, the leading companies of the service
sector (54,8%, 40 out of 73 companies).

2. In the manufacturing and service sectors the majority of the companies
prefer the following objectives:

(a) "the continuous increase of their annual net profits" (57,1%)

(b) "the continuous increase of the returns on shareholders’ capital" (42,9)

(c) "the continuous decrease of the total cost of production" (42,9%)

(d) "the continuous decrease of the firm’s total unit cost" (37,1%).

3. From all the sample companies, only the companies that belong to the
service sector proposed as their major objectives non financial
indicators, as for example:
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(a) The continuous increase of the firm’s competitiveness (1 out of 73)
(b) The preservation of the existing employees (1 out of 73).
(c) The increase of their products’ quality (2 out of 73).

Concerning the influence that the size of a company has on the determination
of its long — term objectives, we notice the following:

A. In the first instance, where the size is determined by the "total assets" a
company owns, we realise that the size does not influence the objectives
of the firms. The only observation we could make is that small size
firms prefer as their most important objective ‘the continuous increase
of the annual net profits’ (60%, 12 out of 20). This is a short rum
objective and is adopted by small size companies, probably because
their cash flow ability is very limited and their strategies depend a lot
from their annual results. However, large and medium size companies
too, adopt the same objective of ‘increase of the annual net profits’ as
the small size companies at a rate of 57,1% (20 out of 35), and 47,6%
(20 out of 42) respectively. Furthermore, large Greek companies prefer
as one of their most important objectives ‘the continuous increase of
the returns on shareholders’ capital’ (42,9%, 15 out of 35). The
adoption rate of the same objective for the medium size companies is
35,7% (15 out of 42) and for the small size companies 25% (5 out of 20).

B. When the size is determined by the total number of the occupied
employees, then, we could say that it influences, not to a great extent, a
company’s objectives:

65,8% (25 out of 38) of medium size companies and 53,3% (16 out of
30) of large companies, have answered positively indicating as their
most important objective to be ‘their long — run survival’.

Finally, it could be interested to note that small size companies are
adopting the objective of ‘new products development and the continuous
use of new technology in their production processes’, at a higher rate
32,3% (10 out of 31), than those of medium size, 23,7% (9 out of 38), and
large size companies, 26,7% (8 out of 30).

Now, concerning the major indicators that the leading Greek companies
are using as long run targets we derived following conclusions:
A large number of the companies use the following financial indicators:

(a) Return on investment (ROI), 59,6% (61 out of 116).
(b) Gross Profit Margin, 47,4% (55 out of 116).
() Net Profit Margin, 44% (51 out of 116).

1t is interesting to note that a quite satisfactory number of companies use
both financial and non—financial indicators:

39,7% (46 out of 116 companies) use the ‘continuous improvement of
quality’, but only 0.9 % (1 out of 116) use ‘the customers’ satisfaction’, as their
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major targets and performance measure, probably because ‘customers’
satisfaction’ is included on the definition of ‘continuous quality improvement’
as stated in the questionnaire. Furthermore, it is interesting to note that very few
companies (15,5%, 18 out of 116) use as long-term targets and performance
measures, indicators that are based on discounted cash flow (DCF) techniques,
and even fewer (1 out of 116) use new financial indicators, as for example the
Economic Value Added (EVA) concept.

If we examine the answers of the above question in relation to the sector
that each company belongs, we could notice that the sector does not influence
the kind of targets that Greek leading companies are using.

Now, concerning the influence that the size of a company has on the use of
indicators as long run targets and performance measures we notice the
following:

In the first instance, where the size is determined by the ‘total assets’ a
company owns, we notice that:

(a) Large companies use, mostly, the following indicators:

1. Return on Investment (ROI) :62,9% (22 out of 35 large companies)
2. Gross Profit Margin :42,9% (15 out of 35)
3. Return on Capital Employed (ROCE)  :42,9% (15 out of 35)

(b) Medium size companies use mostly the following indicators:

1. Gross Profit Margin :59,5% (25 out of 42)
2. Return on Investment (ROI) :50,0% (21 out of 42)
3. Net Profit Margin :47,6% (20 out of 42)
(c) Small size companies use mostly the following indicators:
L. Return on Investment (ROI) :47,6% (10 out of 21)
2. Continuous improvement of Quality :47,6% (10 out of 21)
3. Gross Profit Margin :42,9% (9 out of 21)
4. Net Profit Margin :42,9% (9 out of 21)

When size is determined by "the total number of the occupied employees",
we get similar results as above.

Furthermore, we wanted to examine the existing relationship between the
firms’ objectives and targets in the sense of whether the targets set represent
the quantification or the numerical expression of its objectives.

For this reason we prepared a cross-tabulation trying to compare the two
answers, the one concerning the objectives most commonly used by the leading
Greek companies and the other concerning the targets used by the same
companies.

From this cross-tabulation we are trying to examine the following:
(a) How many companies, that have determined specific objective(es),
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have stated specific indicators as targets which quantify the determined
objective(es)?, and

(b) How many companies, that have determined specific indicators as targets,
are using the proper objective that corresponds to the specific targets?

In other words, we want to examine whether the objectives set by the Greek
Jeading companies coincide with their targets, which simply are trying to
quantify those objectives.

e As we've mentioned previously, most of the Greek leading companies are
using the ‘long run survival’ as their major objective (57,4%, 66 out of
116). Those companies (second column) are using the following indicators
as their targets and performance measures (first column):

e

i

1. Return on Investment - ROI 56,1 % (37 out of 66) 53,9% (62 out of 116)
2. Net Profit Margin 48,5% (32 out of 66) 44,0% (51 out of 116)
3. Continuous quality improvement

(sigy? =.011) 47,0% (31 out of 66) 39,7% (46 out of 116)
4. Gross Profit Margin 43,9% (29 out of 66) 47,4% (55 out of 116)
5. Return on Capital Employed - ROCE 42,4% (28 out of 66) 35,3% (41 out of 116)
6. Total Productivity Index 39,4% (26 out of 66) 32,8% (38 out of 116)
7. Return on Shareholders’ capital - (ROSC)

(sigy2 =.005) 6,1% (4 out of 66) 15,5% (18 out of 116)

The third column consists of the companies that use the indicators of column
one (1), irrespective of the objectives they adopt.

If we compare columns two and three we come to some very interesting
results:

1. The Greek leading companies, that use as their major objective ‘their
long-run survival’, adopt above indicators (most of them) at a higher
percent that the total sample of companies in column three. The biggest
percent difference (around 7%) comes from the three indicators
‘Continuous Quality improvement’, ‘Return on Capital Employed’,
and ‘Total Productivity Index’.

2. From the 46 companies (out of the total sample of 116), that have
answered that their major target was ‘the continuous quality
improvement’, 67,4% (31 companies) adopt as their major objective
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‘their long-run survival’. Similarly, from the companies that have
answered that their major target was ‘the return on capital employed-
(ROCEY)’, 68,3% (28 out of 41 companies) adopt as their major objective
‘their long-run survival’. Finally, from the 38 companies that have
answered that their major target was the continuous increase of “Total
productivity Index’, 68,4% (26 companies) are trying to secure ‘their
long-run survival’.

3. Most of the Greek leading companies, that use as their major objective
‘their long-run survival’, adopt both, long-term targets such as : (a)
‘continuous quality improvement’, (b) ‘return on capital employed’, (c)
‘return on investment’, and (d) ‘Total Productivity Index’, as well as
short-term targets such as: (a) ‘Net Profit Margin’, and (b) ‘Gross Profit
Margin’. Almost -all of their performance indicators (or targets) are
financial indicators except one, ‘the continuous quality improvement’.
Very few companies (4 out of 66) adopt as performance indicators (or
targets) measures that are based on discounted cash flow (DCF)
techniques such as RQSC. No company adopts new proposed DCF
indicators based on the concepts of Shareholders Value Added (SVA)

- or the Economic Value Added (EVA).

¢ Second most important objective that Greek leading companies adopt
(51,3%, 59 out of 116 ) is ‘the continuous increase of their Net Profits’.
These companies (in second column) are using the following indicators as
their targets or performance measures (first column):

57,6 % (34 out of 59) 44,0% (51 out of 116)
2. Gross Profit Margin 55,9% (33 out of 59) 47,4% (55 out of 116)
3. Return on Investment — ROI 45,8% (27 out.of 59) 53,4% (62 out of 116)
4. Continuous quality improvement 39,0% (23 out of 59) 39,7% (46 out of 116)
5. Return on Capital Employed - ROCE 35,6% (21 out of 59) 35,3% (41 out of 116)
6. Total Productivity Index (sig.y? =.060) 25,4% (15 out of 59) 32,8% (38 out of 116)
7. Return on Shareholders’ capital - (ROSC)
(sig-y2 =.064) 15,3% (9 out of 59) 15,5% (18 out of 116)

The third column consists of the companies that use the indicators of
column one (1) irrespective of the objectives they adopt.

154 From above table we notice that most of the companies using as their
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objective ‘the continuous increase of Net Profits’, they adopt, mostly, three
indicators for the quantification of their objective: (a) ‘Net Profit Margin’
(57,6% or 34 out of 59 companies) (b) ‘Gross Profit Margin’ (55,9% or 33 out
of 59), and (c) ‘Return on Investment’ (45,8% or 27 out of 59 companies). All
these indicators are financial and taken from the published financial accounts.
They are, also, except one ‘the Return on Investment—ROI’, short-run targets,
which match perfectly with the short-run character of the setted objective
‘continuous increase of Net Profits’.

There is, however, a 39% (23 out of 59 companies) of companies that use
as their indicators ‘the continuous quality improvement’ and a 25,4% (15 out
of 59 companies) that use the ‘Total Productivity Index’. The first is a
non-financial long-term indicator and the second a financial long-term
indicator too.

Furthermore, we notice the following:

1. From the 51, companies in total, that have answered that their major
target was ‘the Net Profit Margin’, 66,7% (34 out of 51) adopt as their
major objective ‘the continuous increase of Net Profits’.

2. From the 55, companies in total, that have answered that their major
target was ‘the Gross Profit Margin’, 60,0% (33 out of 55) adopt as their
major objective ‘the continuous increase of Net Profits’.

o The third most important objective that Greek leading companies
adopt (39,1%, 45 out of 115) is the ‘increase of the return on
Shareholders’ capital-ROSC’. These companies (in the second column)
are using the following indicators as their targets and performance
measures (first column):

b

1. Return on Investment - ROI

(sig:x? =.001) 73,3 % (33 out of 45) 53,4% (62 out of 116)
2. Gross Profit Margin 55,6% (25 out of 45) 47,4% (55 out of 116)
3. Return on Capital Employed - ROCE

(sigy? =.003) 53,3% (24 out of 45) 35,3% (41 out of 116)
4. Net Profit Margin 53,3% (24 out of 45) 44,0% (51 out of 116)
5. Continuous quality improvement 51,1% (23 out of 45) 39,7% (46 out of 116)
6. Total Productivity Index (sig:x? =.027) 44,4% (20 out of 45) 32,8% (38 out of 116)
7. Return on Shareholders’ capital-ROSC

(sigy2 =.027) 26,7% (12 out of 45) 1 5,5% (18 out of 116)
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The third column consists of companies that use the indicators of column
one (1) irrespective of the objectives they adopt.

From the above table we notice that most of the companies, using as their
major objective ‘the increase of the return on shareholders’ capital’, adopt,
mostly, the following five indicators for the quantification of their objective:

a) ‘The return on investment — RO’ 73,3 % (33 out of 45 companies)
b) ‘The gross profit margin’  55,6% (25 out of 45 companies)
¢) ‘The return on capital employed - ROCE’ 53,3% (24 out of 45 companies)
d) ‘The net profit margin’ 53,3% (24 out of 45 companies)
e) ‘The continuous quality improvement’ 51,1% (23 out of 45 companies)

These indicators are all, except one, ‘the continuous quality improvement’,
financial indicators based on published financial accounts. They are both,
long-term (a, c and €) and short-term (b and d) targets.

It is interesting to note, that, even companies with major objective ‘the
continuous increase of the return on shareholders’ capital’, do not use a
cash flow indicator, such as the ROSC, SVA or EVA, which quantifies most
accurately this objective.

Finally, we notice that 66,7% of the companies (12 out of 18) that use the
indicator ‘return on shareholders’ capital-ROSC’ have as their major objective
‘the continuous increase of the return on shareholders’ capital’.

5. Conclusions-Managerial Implications

The results presented earlier lead us to the following conclusions:

1. This research has highlighted the objectives and the targets that the top
Greek companies adopt for their firms. The analysis identified the
following most often used objectives:

a) The long-run survival

b)  The continuous increase of the annual net profits

¢)  The continuous increase of the return on Shareholders’ capital

d) The continuous decrease of production cost

e) The production of new products and the continuous use of new
technology in the production process.

The sector and the industry each leading company belongs to, as well as its
size, do not influence the determination of the goals.

Similarly, the analysis identified the following indicators most often used
as company targets and performance measures;

(2) The return on investment (ROI).
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(b) The Gross Profit Margin.

(c) The Net Profit Margin.

(d) The continuous quality improvement.

The sector and industry each leading company belongs to, as well as its

size, do not influence the determination of the indicators used as company
targets or performance measures.

2. Companies with different objectives are using, more or less, the same
indicators as targets. However, for each of the three most important objectives
adopted by the top Greek companies, only the following indicators are
statistically significant:

1. Return on Investment - ROI o » ' (sig-x% = .050)

2. Net Profit Margin (sig. 2 = .004)

3. Continuous quality
improvement (sig. 2 = .011) (sig. 2 = .075)

4. Gross Profit Margin

5. Return on Capital Employed
-ROCE (sig. x2 = .003)

6. Total Productivity Index (sig. x2 = .060) (sig. x2 = .023)

7. Return on Shareholders’
capital - (ROSC) (sig. 42 = .005) (sig- x% = .064) (sig. 42 = .027)

Concluding we could say the following:

1. Greek leading companies do use indicators that quantify properly their
setted major objectives.

2. The majority of these companies, irrespective of their specific major
objective, use both financial and non - financial measures, €.g. ‘Return on
Shareholders’ capital-(ROSC)’ and ‘Continuous quality improvement’.

3. Finally, all Greek leading companies use financial indicators that are
based on both, (a) the published accounting data, as for example, ROI,
ROCE, and ‘Net Profit Margin’, and the inter-company accounting
(cost) data, as for example, the ‘Total Productivity Index’, and (b) the
discounted cash flow (DCF) method, as for example, ‘the return on
shareholders’ capital’.
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However, none of these companies, except one, use indicators that are
based on the relatively new concepts of shareholders value added (SVA) or
economic value added (EVA).

The implications that could come out of this research may be summarised
as follows.

1. Profitability is still one of the major objectives for many top Greek
leading companies. However, there is a shift of the meaning of
profitability from the short — run to the long — run. Even companies with
major objective ‘the continuous increase of annual net profits’, use as their
targets and performance measures not only short-run indicators, as for
example ‘the net profit margin’, or ‘the profitability ratio (Net
Profit/Sales)’, but long-run indicators too, as for example the ‘Total
Productivity Index’ and the ‘return on shareholders’ capital’.

Moreover, a significant part of these companies give a different meaning in
the concept of Profitability using as their major objective ‘the continuous
increase of the return on shareholders’ capital’ and quantify this objective
with the adoption of both, financial (ROI, ROCE, Total Productivity
Index and ROSC) and non—financial indicators, such as the ‘continuous
quality improvement’.

2. However, the majority of the top Greek leading companies give a new
and totally different meaning to Profitability, if we could say so, using as
their major objective ‘the long run survival’ of their firm, and quantify
this objective with the adoption of two simple but very important
indicators:

o afinancial one, based on the DCF method, ‘the return on shareholders’
capital-ROSC’, and

« anon-financial one, but very useful and promising indeed, ‘the
continuous quality improvement’.

3. Not many Greek leading companies use any more, or use alone, financial
indicators, as targets and performance measures, that come from the
published accounting data, as for example ‘net profit margin’, ROI and
ROCE. They prefer financial indicators that come either from inter-
company accounting data, as for example the “Total Productivity Index’, or
from cash flow data using the DCF technique, as for example the ‘return
on shareholders’ capital-ROSC’.

4. Academics and consultants should make a bigger effort to give managers
to understand the importance of using a complete and modern framework
of indicators, as targets and performance measures, consisting of both
financial and non—financial measures, as for example the ‘Balanced
Scorecard’, proposed by Kaplan and Norton.

Finishing this study we could say that the top Greek companies adopt two
different philosophies in the determination of their objectives: (a) almost half of
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them adopt the theory or philosophy of the profitability for the stakeholders
(Freeman, 1984), by adopting the objective of ‘long-run survival’, which
concerns all stakeholders involved with the company, and (b) the rest half
adopts the theory or philosophy of the profitability for the shareholders
(Rapapport, 1998), by adopting the objectives of ‘continuous increase of the
annual net profits’ or ‘the continuous increase of the return on shareholders’
capital’.

However, if we take a closer look on the indicators used by all of them as
targets and performance measures, we could conclude that, practically, most
of the top Greek companies are in favour of the theory or philosophy of the
shareholders.
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