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years period (1965-80) I average propensity of 

medium and large companies remained the highest 

and that of the largest companies remained the 

lowest. In the same duration, among the medium 

and large companies, the highest and the lOvlest 

savers "ere the larger and the smaller compa­

nies, respectively. 

iii) The analysis using dummy variables indicates 

a higher marginal propensity to save for 

medium and large companies. At the same time, 

a higher impact of fixed investment is also 

found for these companies. Within the medium 

and large companies, ho"ever, the impact of 

fixed investment is higher for the smaller 

companies •. 

iv) The results of cross-sectional analysis for 

the medium and large companies point to the 

follo"ing facts: 

a) Unlike the industry level results, the 

dominance of ne" expansion (in fixed 

investment) is indicated. The positive 

impact of inventory motive is also seen. 

b) There exists heterogeneity at the level of 

investment planning and groVlth require­

ments. This could have happened because 

of the nature of product m:j.x. The medium 

and large companies producl"d less capital 

intensive goods. 
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c) A greater role of capital market imper­

fections is noticeable for the medium 

and large companies; The requirements 

for financing investment on the one hand 

and maintenance of image among the share­

holders to keep a scope for attracting 

external funds is well marked by the 
policies of these firms, and 

d) The results of fixed and inventory func­
tions generally marked the weak impact of 

accelerator. Further, a periodicity of 

senility and echo effect is also depicted. 

The importance of saving comes out more 

prominently in financing fixed investment. 

However, positive effect of interest pay­

ment is marked ih inventory funbtions. 

The evidenc~ favours a complementarity 

between fixed and inventory investments. 

v) The results of cross-sectional analysis for 

the large companies point to the following 

significant features: 

a) The investment planning has a prominent 
role to play in deciding saving behaviour 

of the large corporate gaints. 

b) Savings are very significant in decisions 

regarding financing fixed investment of 

large companies. This supports the 

evidence that large companies using 
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efficient tax planning availed the~selves 

of the fiscal relief to the extent of 

zero tax payment. 

c) A crucial role cr demand conditions is 

noticeable. With a positive accelerator 

a complementarity between fixed and 

inventory investment is depicted. A 

decline in demand, on the other hand, 

shows inventories competing with fixed 

investment. These results are confirmed 

by inventory functions also. 

d) The role of interest payment as a tax 

saving device comes out in inventory 

function. 

e) Savings play a crucial role in financing 

inventOry investment. It acted as a hedge 

in adverse periods but in favourable 

periods, it had a competing influence, and 

f) The evidence suggests that inventory stocks 

never formed a significant decision varia­

ble possibly because of the monopsonistic 

nature of large firms. 
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Limitations of the Study and Scone for Future Research 

Wnile interpreting the results, the limitations 

of techniques of estimation, namely OLS 2nd 2SLS, should 

be borne in mind. A further exploration vIi th Iilore effi­

cient techniques ef estimation (like full information 

methods) can be an area of future research. Likevlise, 

in the absence of a suitable price deflator, the data, in 

the present study, are used in current prices. There is 

a need to investigate the possibility of arriving at 

appropriate price deflat ohs for studies related to 

corporate sector's behaviour. 

By linking the saving-investment decisions the 

present study points out the inadequacy of fiscal incen­

tives. However, an explicit consideration of these 

incentives could not be attempted due to non-availability 

of firm level data on actual amount of availed fiscal 

relief. From a policy point of view, the use of provi­

sional figures will not give a correct asseSSf<1ent of the 

exact magnitude of impact of the fiscal incentives. It 

will, however, be an interesting proposition to study 

this aspect provided the relevant firm level informa­

tion with its details of respective industrial belonging 

',:ould be made available to an individUal researcher. 
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Besides these, a detailed firm level investiga­

tion oriented towards studying management pattern of 

large industrial houses and its role in the savir.g­

investment process could be ahother area of future 

research. 
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