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of acquiring technology -
whether by developing it indig-
enously or getting it  from
abroad, handling the absorption
of technology among users and
dealing with the problem of eco-
nomic restructuring.  Virmani
and Kala Rao have dealt with
precisely this issue in their book.

The work has been divided into
four parts.  Part one provides a
general discussion of the issue
and concentrates on the con-
cerns, objectives and implica-
tions of policies at the national
level.  This is followed by a de-
tailed look at the policies adopted
in three South-East Asian coun-
tries, viz., Malaysia, Singapore
and Thailand, and India.  Part
three contains four organisa-
tional case studies dealing with
technology transfer for enter-
prises in India.  The writers
have ended by summarising the
information available from the
country-based studies and case
studies and have provided some
directions towards a healthy
technology transfer policy.

The objectives of writing this
book are undoubtedly laudable
and a lot of useful information
has certainly been provided.
However, the feeling remains
that they have bitten off more
than they can chew.  Given the
breadth of their concerns, it is
sometimes not possible to go
beyond the most general state-
ments.  In terms of policy ini-
tiatives, their main stand seems
to be that the policy of import
substitution, which has only
very reluctantly been abandoned
of late, was the primary culprit
responsible for the sorry state
of development in India when
compared with South-East

Asian countries and that adopt-
ing investment-friendly policies
along with a good system of
education and infrastructure
would go a long way towards
solving our economic problems;
a conclusion hardly worth plod-
ding through 300 pages to come
to!

The country-based studies give
information on the detailed
policy initiatives and procedures
adopted by various South-East
Asian countries in this area.
This could provide useful infor-
mation for policy makers  in In-
dia. However, no study is pro-
vided on the efficacy of these
measures and the niggling doubt
remains that it is not so much
the  detailed procedure as the
overall outlook towards invest-
ment that matters.  The two
case studies on enterprises in
Malaysia also do not contribute
much since they provide little in-
formation on how they have
been affected by government
policies.  The detailed organisa-
tion-based case studies, unfor-
tunately, deal only with Indian
firms.  It comes as no surprise
that a public sector enterprise
performed the worst, mainly
due to government intervention
and that private sector firms did
fairly well.

The strength of this book lies in
the last section which summa-
rises the preceding material.
The last chapter has made a
careful analysis of the issues that
need to be looked into.  This
last section and the analysis in
the second chapter are of value,
as also other  relevant informa-
tion, which unfortunately, seems
carefully hidden among a mass
of irrelevant material through-
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out the book.  A detailed study
of how the government could
facilitate technology transfer by
providing information on appro-
priate technology and by per-
forming technology audits would
have been interesting.  The
same would be true of an or-
ganisation-based study of assess-
ment of needs and negotiation of
a successful technology transfer.
Such studies, one suspects, well
within the reach of the authors,
would have a lot more focus than
the present effort, which even
though valuable, can hardly be
recommended for an over-worked
executive.
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stitutions and the markets that
constitute a financial system. In
recent years the rate of change
in the financial system the world
over has been so rapid that it
takes a continuous effort to
keep up with the latest devel-
opments. Barriers and restric-
tions to the flow of funds are
coming down and there is a
marked increase in foreign in-
vestments. Recent years have
seen a greater integration of
different domestic markets con-
tributing to the phenomena of
globalisation of markets. In this
context, Meir Kohn has done a
commendable job in keeping
track of these developments
and has presented it in a lucid
form.

The major themes of the book
are the principles of the finan-
cial system,  prices in the finan-
cial markets namely interest
rates and exchange rates; the fi-
nancial intermediaries and the
markets that they operate in,
and lastly, the stability of the
system and the role of the cen-
tral bank in promoting the
smooth functioning of the finan-
cial system. Kohn, in approach-
ing the financial system, has
followed the economic func-
tions perspective rather than a
purely institutional perspective.
In an economic functions ap-
proach, the key question that is
asked is what are the different
economic functions of the finan-
cial system and how are these
functions met. In contrast, an
institutional perspective would
mainly focus on the institutions
operating in the system. The

advantage of the functional per-
spective is that the functions of
the financial system change less
than the institutions that perform
those functions. This is in keep-
ing with the recent develop-
ments in research and also in
the industry, where different
institutions are offering similar
products. This is true, even in
India, with the distinction be-
tween development financial
institutions and commercial
banks getting increasingly
blurred. Further, there have
been some instances where
markets are gradually taking
over from institutions in fulfill-
ing a particular function. Kohn
looks at the different functions
of the financial system such as
providing a means of making
payments, transfer of resources
from savers to borrowers and
investors and reducing the costs
and risks associated with finan-
cial intermediation. In doing this,
the book also offers a histori-
cal perspective of how the fi-
nancial system has evolved over
time.

The financial institutions and
markets are a highly regulated
branch of economic activity
because of the domino effect of
a failure of a financial institu-
tion and the externalities this
imposes on the rest of the
economy. The question whether
banks should be allowed into
non-bank activities such as se-
curities underwriting, mutual
funds and insurance, has also
been discussed, although it is an
issue only in the US, since in
most other countries this is per-

mitted. However a related issue
of the different organisation
structures under which non-
bank activities should be permit-
ted, i.e., whether these activi-
ties should be organised under
a bank holding company or as
separate divisions of a bank, has
not been discussed, though it
would have been desirable, since
issues such as safety, soundness,
economies of scale and scope
arising from universal banking
depend partly on the organisa-
tional structure that is adopted.

The scope of the book is very
wide as a result of which it con-
tains an enormous amount of in-
formation. This book is more
about the financial system and
less about the management of
the financial institutions. It has
been exceedingly well  re-
searched and reading this book
is a good investment for those
who are interested in keeping up
with the developments in the fi-
nancial institutions and markets.
Although much of the discus-
sion is based on the develop-
ments in the US, there are ex-
amples and comparative infor-
mation from the UK, Germany
and Japan. It would be an ex-
cellent text for a course on the
markets and institutions that
constitute the financial system.
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