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The role of funds providers has never been without scrutiny whenever the relational influences upon the
investment performance are brought into focus. At the same time, the idea of overseeing or interaction
between investors and heir incumbent investees has become a commonly practiced phenomenon and has
gained widespread acceptance especially in the cases of venture investments that are non-conventional like
mnovative technologies and high risk areas of investments. The behavioral studies have somehow been
mostly focused on the operational and strategic implications of the interaction between the funds providers
and their incumbent investees. But, little effort has until now has been put into devising the ways in which
the interactive influence can be incorporated into the financial information as well the investment
evaluation designs.

The thesis is meant to fulfill this gap and is an attempt to sort out the ways in which the interactive
influence can be incorporated in a formal way so that the financial information system as well the
investment evaluation becomes more receptive to the needs of the day. The financial information system, as
it works as a way to acquire and assess the financial condition of the incumbent investees, is the starting
point to work out any investment evaluation approach that can deal effectively with the interactive
influences that emanate out of the relationship between the funds provider, as investors, and their
incumbent investees.

The thesis tries to acquire the information both from the published sources as well as field sources to
determine the problem posed by the inadequacy of the current approaches to gathering financial
information and the way that information is used to evaluate some current or proposed investment
projects; a detailed literature survey is the part of the thesis to assess the circumstances that call for
adopting different approaches to deal with above-cited problems. Followed by literature survey, a full
section of the thesis is devoted to explain the venture capital dynamics to understand the environment and
the forces that shape the climate in which the redesigning of the financial information and investment
evaluation approaches is taking place. The theoretical basis that affect the value of a proposed project due
to the interaction between the venture investor and the incumbent investee has also been explained in this
section in order to lay a ground work for the lateral investment evaluation redesigning. The next section of
the thesis looks into the various investment evaluation approaches in use and their relative efficacy of
inadequacy to deal with current day issues is brought into focus. It has been concluded that the current
approaches are not enough to deal with the current day evaluation problems and we need to look for
redesigning of some of them in a way that it becomes p0551b1e to accommodate the aspects uncovered for
by the available approaches.

Again, the thesis looks into the ways the interaction at the financial information system levels-affects the
financial value of the incumbent investees. It is found that the interaction affects the venture-value both in
negative as well positive ways; and empirical as well field evidence in this regard has been provided. The
study concludes that although interaction at the financial information acquisition levels entails certain
costs, but the advantages have mostly been greater than the incremental costs. Hence, there is a net value



differential that needs be accounted for in case any investment project is going to be considered under the
circumstances where lateral management is going to be affected by the interactive relationship between the
venture investor and investee.

Finally, the thesis puts forward its own investment evaluation redesigning approach that is supposed to be
éuperior to the approaches already being applied at present. The author hopes that the extended adjusted
present value approach along with a host of redesigned decision criterions presented here in this thesis are
much practical and adoptable to a wide variety of the venture investment evaluation situations. Again, the
approach presented here allows the readjustment of the capital structure as per the changing circumstances
and in this way most project value components are representative of the risk and return characteristics of
the project cash flows. The approach to investment evaluation suggested here is more in line with the
planning and control aspects of the management, is able to incorporate the interactive influences in to the
final project valuation, allows remodeling of the investment project or proposal at any stage of the
execution.
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