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ABSTRACT 

That financial management practices followed by an industrial 

firm forms the backbone for its profitability, competing power and 

survival in the rapidly changing economic environment, needs no 

emphasis. The financial performance of the firm, inter-alia, also is 

influenced by the sound financial management practices it follows. 

The subject assumes greater significance now than ever before, 

for private corporate sector, in view of the present dynamic and 

turbulent business environment, economic scenario of liberalisation, 

globalisation and privatisation of Indian economy leading to more 

competition and less profit margins. Sound financial decisions prac-

tices are, sine-qua-non, in this regard as they are likely to contribute _ 

significantly towards meeting the laudable objective of having 

profitable operations. The approach of ad-hocism to managing finan-

cial matters may entail disaster. 

In spite of such an overwhelming significance, the holistic study 

of financial management practices, as far as an academic inquiry 

in depth is concerned, remains largely an unexplored field. 

The present study is a modest attempt to gain insight into 

the financial management practices followed by the private corporate 

sector in India. The study, inter-alia, would highlight the extent of 

professionalism in financial decisions and its relationship with the 
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financial performance of the companies. 

The proposed study, to keep within manageable limits, is 

restricted to non-financial, non-government, manufacturing public 

limited companies listed on the Bombay Stock Exchange, having 

their investment in total assets equal to or more than rupees five 

crores. 

The mailed questionnaire and subsequent personal interviews 

with the decision-makers have been the prime instruments of 

methodology followed for 'primary data' collection from the sample 

companies. In this context, the significant point, worth mentioning, 

is that it has been possible, so far, to collect responses from eighty-

one companies, of which sixty-four responses are found to be usable 

for the purpose of analysis. The response-level, though not sub-

stantial to generalize the findings over entire private corporate sector 

in India, can be considered to be sufficient and fairly indicative 

particularly in the light of sensitive nature of information being sought 

for the study. 

The study was undertaken on the premise that sound prac-

tices would lead to better performance. This qualitative aspect of 

soundness was sought to be quantified through the index of profes-

sionalism for getting an overall picture of financial management 

practices of the private corporate sector in India. 

It is gratifying to note that even though some of the traditional 
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techniques are relied upon, a fairly good degree of professional 

approach is followed by the private corporate sector (as represented 

by the sample companies) in managing their finance function. For 

obvious reasons, large-size companies are found to use more 

systematic approach to financial decision making; very rarely they 

rely on rule-of-thumb/ad-hoc practices. Surprisingly, short-range 

financial decisions are more consistent with sound theory of financial 

management than the long-range ones. 

Further, though it is not possible to establish a causative 

relationship, the professional approach in financial decision making 

certainly has a positive impact on performance of the company. 

Thus, the study has provided the existing state-of-art with 

respect to financial management practices of the private corporate 

sector in India as well as its prudency, rationality and reliability 

with reference to financial performance of the firm. 



CONTENTS 

CERTIFICATE 	  
AKNOWLEDGEMENTS 	 (ii) 
ABSTRACT 	 (iv) 
LIST OF TABLES 	 (vii) 

CHAPTER 1 : INTRODUCTION 	 1 
CHAPTER 2: CAPITAL BUDGETING DECISIONS-I 	 13 

PART I : Data Analysis 	 14 
PART II : Practies 	 22 

SECTION I : Corporate objectives, 	 22 
planning and organisation. 

SECTION ll : Capital budgeting techniques 	 35 
and related aspects. 

PART III : Concluding Observations 	 45 
CHAPTER 3: CAPITAL BUDGETING DECISIONS-II 	 47 

SECTION I : Cost of capital 	 47 
SECTION II : Aspects of risk and other issues 	57 
SECTION III : Concluding Observations 	 66 

CHAPTER 4: CAPITAL STRUCTURE DECISIONS 	 69 
SECTION I : Debt-equity structure and 	 70 

preferences 
SECTION ll : Sources of finance and financial 	76 

institutions 
SECTION III : Concluding Observations 	 81 

CHAPTER 5: WORKING CAPITAL DECISIONS 	 83 
SECTION I : Planning, determination and norms 	84 
SECTION II : Working capital finance and other 	97 

related aspects 
SECTION III : Management of inventory 	 104 
SECTION IV: Management of receivables 	 112 

and payables 
SECTION V: Management of cash 	 121 
SECTION VI: Concluding Observations 	 129 

CHAPTER 6: INDEX OF PROFESSIONALISM IN 	 132 
FINANCIAL MANAGEMENT 

CHAPTER 7: PROFESSIONALISM AND PERFORMANCE 	 151 
CHAPTER 8: SUMMARY AND CONCLUDING OBSERVATIONS 	181 

SELECT BIBLIOGRAPHY 	 192 
ANNEXURES 

ANNEXURE 1 : QUESTIONNAIRE 
ANNEXURE 2: LIST OF SAMPLE COMPANIES 
ANNEXURE 3 : SCALE FOR INDEX OF 

PROFESSIONALISM IN 
FINANCIAL MANAGEMENT 

BIO-DATA 


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8

