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The importance oFf an efficient financial sysétem Iin  the
developement process 21 an economy Is well recogrised. The hasic
charactefistics, objectfves to be achieved and wmodus operandi  of
financial systems vary largely depending on the broad economic
setting In which _iEA vperates. The Indian financial system
essentially tunctions In an urnique ecornomic system, often referred
to as a “” mixed econowmy”. Here It Is  Iargely Jominated by
the Goverament who censiders (i to be an effective twol Tor planngd
econonic Jdevelopement of the country. This characteriztzc - ef
the the ¥inmancial system inspIired a host of researchers to conduce
extensive studies In this area. A Tew of them are both interesting
and thought provoking and can hardly escape the attention of
serious researchers.

An important development, i.e., change Iin the power

structure of private corporate sector In Tfavour of. Government

controlled financial institutions drew considerable attention of
all the keen . observers of the capital market éhd Inspired a number
of researchers to review the present role of Institutions Iin the
private corporate sector. Unfortunaiely, by and large these studies
are not very deep = rooted, Iack vigour and objectivity.

The present study adoepts a ditferent approqch to rescelve
the debate on role of ipnztitutions In the private corporate sector.
The ztudy maintaiﬁ5 the ztand that the rize fn Inztitutional equrity

holding irn the private corporate sector per se has little relevance
unless it has any developmental Impf:ications. This study -thus

attempts to shew efficispcy consequences of Increased Invesitment of

public financiasl instituirens im the risk capital of corperations.
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system . Next, the chapter ex

Based on the Tindings of the empirical analysis, the rols o7
Institutions Irn the private corporate sector has been defined

accordingly.
The briet putline of the study is as Tollows;-—

(i) Chapter One , to start with, deals with the task of efricient
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-Tinancial systems and the present condition of the Indian finarncial

/ mines In details how Through the
course of the vyears, ¥firancial Iinstitutions have acquired largs
. |

volumes of shares Iin the private corporate sector. This chaﬁtér
ends with the question as to whether the finstitutions cah
participate Iin corporate manzgemant directly by wvirtue o¥ the:ir
large shareholdfngs.

(11) Chapter two deals generally with the methodology of the =study
which encompassses description of the zample, the variables,and the
time period of the study. Zeveral hypotheses that are neceszary Tor
the study are drawn here; these hypotheses are based on @anageﬁial
theories of the firm.

(ifi? Chapter three u: bopth parametric  and non—paranetric
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ststistical tests to cenduct the study on an univariate basis,

(iv) Chapters four and Tive ars based on mullivariate technig
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The Tormer uses wmultiple regression analysrisz and the latiter uszes

multiple discriminant znzalysiz to test the effect of Iinstituiions!

holding on corpoerate financial behaviour’
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(v} Finally, <chapter the =smpirical findirn
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conclude the study and state the policy implications. This oA

also Iirncludes a discourse on the role  of rnominee directors  and

A

sugesstions as horn fo improve the efficiency In private sector
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2cCh chap%&w is Turther divided Into several sections 1o
discuss Iissues Iin their proper perspectives.

It fs worthwhile to state here, that, though the gC@pe
of the study was consrdered to be gquite wide yet It was Telt (hat
paucity o7f means might hinder the ends. During the cCourse or t e
study problems tile Jearth ot computational and others
infraztructural facilities and absence of a data bank, ne e
frequently encountered. up. However, in spite of these limitation:
attempts have been made to obtain reliable and valid results “Trom

the arnalyses Iin all the case

.In order to faci!itate‘ readabifitf,
and in order to aveid Intfermastion overloading, ‘details of the
analyses, ftor examplie, fist of discrimirnant score etc have notl been
appended with the frzatise.

Finally, a work lite thisz in a breoad area apd also
involving a multidisciplinary approach Is bound to suffer frowm a
farge number o¥ lapszes. No ors  Iis  more canéciwus ot them tharn
myself. The reader will, I trust, treat. them with a Eertain
Indulgence and bear with the shori-comings. I shall consider my;EET
amply honoured It this treatisze stimulates deliberations and Iszad
to more proliféc research In this area.
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