Wainganga College of Engineer
and Management
Magpur, Maharashtra, India

Research Paper Presentation
MBA - Financial Management

Impact of Financial Managemen
Practices on the Financial
Performance of Companies

iwyank Suresh Ishwarkar
MBA Student

Walnganga Callege of Engineering ard Management
Mogpur, Maharashira, Indis

D

Corresponding Authoe:
Fhwyank Suresh [ahwarkar
Wainganga Callege of Engirearing and Managersent,



Abstract

Financial management = one of the moat important
Rincteed of cvery bosiness ofganinition Because It deas
wilh ihe planning procunemend, oillicaion, and oomirod of
fnancial resowrces. Elfoctive financlal managernend prasctices
b arpanseations Falmain sdoageals liguday, comnal coatd,
nprove profitabdiny, mansge risks and increase the caerall
valoe of the firm

Thizs research paper sxamines the impact of fimancial
ranagement praciices on the fimanclal performance of
companic The stedy focusss on major fnancial sunagement
practices such as financial planning. wooking capital
runagersant, capital budpeting, capilal sinechare dmlﬂlum.
diridend management. financlal comirel and riak managems
Fenancial perforrmance i eralusing chrough indicssors. mﬂﬁ
as profitabilizy, ligoidsy. sobwncy. efficency and retuam on

The study adopts a descripiive and amalytical approach
rescarch sfudérs, Mnancial reports and relevant publishod
scrurces. The anabyuls indicates that companies lollowing
syitemalic fiancal memagement practices arc grnerally
betier positiomed 10 uidlue resgurces efficiendly, contral
financial raki, maitain [agaidity and improve prufilabilivy,
The paper concludes that effoctiee financial managemen =
a sirategic requirervent for sostainable business growih and
koo b fnsccial perfon -

Werking Capital, Capital Bodgriing. Profitability, Fimancial
FPlanning, Kisk Mansgement, Capiial Structure



1. Introduction

Finance is the lifeblood of every business organization,
Mo company can operate successlully without adequate
financial resources and effective management of those
resources. Financial managoment refors to the process
of planning, acquining, allocating, utillaing and controldling

financeal resources in arder o achieve organizatsonal
objectives

In a competitive business envirenment, companies fece
several financial challenges such as increasing operating
costs, changing inferest rates, market uncertainty, liguidity
pressures. competition and financial risks, Thercefore,
companpes need effective financial management practices
to ensure that available resources are used officienity.

Financial management 15 not limiied to maintaining
accounting records. It includes important managorial
declssons relating to investment, linancing working capital,
dividend distribution, nsk management and financial control,

The ultimate objective of financial management s 1o
maximite the value of the lirm while maintaining an
appropriate balance between proficability, hguidity, risk
and growth,




Financial managernent bas evobeed from a narresw function
concerned mainly with raisving funds to a broader strategic
function concerned with the efficient utiliration of fancial

Modern financlal management focuses on three major
decisions:

. Investment Decision
2 Financing Decision
3. Dividend Decision

In addition to these declslons, effective working capital
managerment, financial planning, budgeting, riak management
and fenancial comrol are essential for maintaining strong
financial performance.

A company may have large revenues but $till experience
financial difficalties if it has poor cash-flow mansgement
or excesslve debt. Similarly. a company with adequate
financial resources may perform poocly if its investments
are not property evaluaded.

Therefore. the quality of financial management practices
can significanmtly infleence the financial performance and
sustainabslivy of & company.




Bertter Financinl Managrment | Stronger Buaisest Porformance

3. Problem Statement

Companies operate in an increasingly uncertain and
competitive environment, Poor Tinancial decisions can
result in insufficlent liquidity, excessive borrowing,
ineflicient investments, increasing costs and declining
profitabilivy.

The major problem addressed by this research is:

“How do financial management practices
Influence the financial performance of companies™

The study attempts 1o understand whether effective
financial planning working capital management,
imvestment decisions, capital structure, dwvidend policies
and financial controls contribute to improved financial

performance.



4. Need and Significance of the Study

Efficlent utilication of resournces
Helps alfocate scance resouinces io prodociive activities

Improvement in profitabi ity
Fioper ceat contral and irmealmaen decitioni
comripuie 1o higher profids.

Better Hguidity managemant

Ensures allicy 1o meeet alorr-term ohligations.

Reduction of financial risk

Heldgn identily and contiod insncial risks

1
(.

Betler investment decisions

Capirad budgeting technigoes impnove retunms.

Sustainable growth

supports long-torm expansicn and stability,

Managerial decislon-making

Fiesinckal ifor mateen Felps o S1Paleps doisaons.




5. Objectives of the Study
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To understand the concept and importance of
firusdial managament

To identify mapor financial management practsces
Fedlcrmrrnd by COmpanied.

To examine e relatiombip between financial
managemaent practices ared Bnancial perfosmance.

To study the impact of working capital management
on profitabilicy,

To ezamine the impomance of capital bodgeting decisions

To analyie ke role of capital structane in iinancial
performance.

To understand the imporiance of fimancial planmning
and coeviegd,

To exarming the role of rak manspersent in improving
fimarscial sakdlary.

To identily challonges faced by companies in inancial
mamnagemaenl

To provide suggertions for improving finanoal performance
\hreugh eflectere pracisces,




Research Questions

*

What are the major financial management practices used
bry cOrnpanbes?

How does financial planning influence fmancial performance?

What is the Impact of working capital management
on profitability®

How do investmend decissons affect company performance?
How does capital structure influence fenancial performance?
What role does financial contral play in improving effciency?

How does risk management conlribute 1o financial stabality?

Hypotheses
He:  There is no sigmficant relationship between financial

management pracices and Basncial performance.

H,: There is a signilicant poaitive relationship between

effective fmancial management practices and financal

performance.




7. Scope of the Study

Financial Management Practi Fnancial Performasce Indicators
* Financial plannang * Proftability

* Budgeting *  Licuudity

»  Working capital management * Salvency

» Caah managemem *  Relurm on imsestment
» Capital budgeting b Return on equsty

*®  Investment decisions B Asaet uiilisation

» Capital structure » Cost efficioncy

» Dividend decislons
» Financlal conirod

»  Risk managemant

Applicable to companies across different industries,
though the specific effect may vary depending on industry
characteristics and company size,



8. Concept of Financial Management

Financial managemend is the managerial process of planning,
arganizing, directing and controlling financial activities.

» Enauring adeguate B\'@I“ﬂhulﬁf of funds
= Efficient ulilication of funds

= Maximizing profitability

»  Maintaining liguidity

« Controlling fimarcial risks

¢ Maimining sharelsaldes wealth

« Supporting sustainable growth

| Finam:!al -
Management /

Financial management connects financial resources
with the sirategic objectives of an organizabion.
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9. Major Financial Management Practices

9.1 Financial Planning

¢ Forecadting rovenued, evlcmaling supenies, budgets,
irvEabmadr s snd workieg caploal noods,

¢ Reduces uncertaindy and ensures stabilimy

9.2 Working Capital Management

Met Working Caparal = Cusrent Ansets = Current Liabilises
¥ Manages cash, inventory, receivalles snd pogables,

9.3 Capital Budgeting
» Evaluaies long ierm invesiment projects

¢ Technegues: Payback Pericd, NFY. [RR. Fl, ARR.

9.4 Capital Structure Management
¢ Combination of debt and eguiry
# Reduces cost of caplial and fmancial rsh



9. Major Financial Management Practices cena)

9.5 Dividend Managerment
#* Balances dividend distribution and retained eamings.
»  Funds expanaion, debt roduction and new investmaents,

9.6 Cash Management
Ensures ssiffickent cash lor aperations,

» Helps pay supplieri. employees, loans and manage nsks.

9.7 Financial Control

¢ Busdgetary contral, ratio analysis, varance analysis,
intermal awdin, cost contral.

9.3 Risk Management
¢ Credit, marked, interest -rate, liguadify, Toreign exchange,

aperalional rizks.
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Financial performance refers to the extent 1o which a company

achieves iis finencial obsectives

By Bty B

Liquidity Ratlos

solvency Ratios

Met Profic Margin, ROA, ROE

Current Ratwo, Quick Rato

Debt-Equdy Ralic

[rwertcay Tumaver, Recehmbies
Twrmorees mwin

Higher Profitability
Beiter Perdormance



and Flnonciol Performance

Financial Management Practices

e SN F —_ - -y

Fanancal E‘ﬂl Capital Capital

Planmning Management Budgeiing Seruciure
Dividerd Fiaancial Fisk

Profitability + Liguidity + Solvency « Efficiency
+ Suatalmnbde Grewih
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Research Design

+ Descriptive ard analytical approach.

MNature of Dala

+ seconedary dala jannual reporis. jourmaly, booke, etc).

Data Analysis

= Ratie analysia, comparative analysis, trend analysis,
oorrelation ard regresaion (where applicable].

Variables
I:rﬂptuhml. Fenaseial w Pracrices

| Working Capital bansgement | Profitsbilicy & Liquidity
| Capiral Budgeting Rgturn of [eeatmsnt

| Capital Stracture | ROE & Sotvency

| Firuncial Panning Cost Efficiency

EM Managemaent b Firancial Suability

[ Finarscial Control Prafitability & Efficiency
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Companies that gyntamatically plan thedr fnancial requiremsents
arc betier able to albocate resoarces eflfickently. Effective workmg
capiial managoment malnfains hquediny and porfitabaily.
Capital hudprting improves investment decislons and capital
siructure balances financing oost ard risk, Flnancial condrol
supports cost efliciency, and risk management protects agains
Minamcisl uncertEinky.

Financial managoment is essentisl for sucoess.

L
W Flannéng improves rescurce Bllocation.

of Warking capital suppons lquidity and prafitabilsy.
w Capital bidgeting improves investment decisions.
o Appeopriate copital structure balances coat and risk.
o Risk management ensures financial stability.

16



