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	1 Discuss the scope of financial management in a recession facing economy?

Financial management deals with planning and controlling the business’s financial function and utilizing financial resources to get maximum returns on investments. It entails that a firm’s funds be invested in healthy projects that yield the expected returns.

Financial management can be divided into two categories being:-
a) Traditional approach
b) Modern approach

Traditional Approach
According to this approach, financial management was to be limited to making funds to meet the organization s financial requirements. It took a very narrow perspective of financial management. This approach is based on the academic literature during the period that financial management was in the very initial stages of evolving into a separate discipline. Financial management was known as corporate finance during the 1950s as it was thought to be nothing more than simple procurement of funds and all the instruments or practices through which funds were raised. It was considered that the organization feels the need to raise funds only at the time of mergers, liquidation, re organization etc. therefore financial management had nothing to do with allocation of funds

The traditional approach was discarded due to the following limitations:

· This approach focused only on the outside sources of funds such as investors, financial institutions, investment banks etc. and ignored the internal sources of raising funds.
· It over emphasized on rare and in frequent events like mergers, takeovers, reorganization, liquidation etc.Therefore, this narrow approach focused on securities and financial institutions, investment banks etc and ignored the internal sources of raising funds.
· There was no mention of working capital management under this approach, as it is emphasized entirely on long term financial aspects. It lacked the ability to deal with routine managerial issues related to finance.
Modern Approach
Various factors after the 1950s such as technological advancement, industrialization, government intervention, intense competition, population growth etc.indicated that there was a need to focus on efficient allocation of funds. The focus began shifting from infrequent financial decisions to day to day managerial problems and from raising funds to allocating them effectively. This approach took a broader view of financial management and determined that financial decisions taken on a routine basis could affect the business activities as a whole. The modern approach was more analytical in nature as it addressed matters concerning technology, growth of the business, profitability, risk- taking.etc. The financial manager had to take rational decisions regarding investment, financing and dividends, and reach at an optimum allocation of funds.



2. Discuss the role of accounting in financial management

· Raising capital and utilizing it to generate funds for business operations and for paying the suppliers of capital.
· Financial Management deals with planning and controlling the business s financial function and utilizing financial resources to get maximum returns on investments.
· Preparing financial statements and maintaining records.
· Supervising cash receipts and payments and ensuring that cash is in safe hands.
· Making sure that financial procedures are being carried out  properly.
· Safeguarding securities, insurance policies and other important documents
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