
CASH MANAGEMENT IN NEPALESE
MANUFACTURING COMPANY

[A Case Study of Bottlers Nepal Limited (Terai)]

By
RAJIB KUMAR PRASAI

Shanker Dev Campus
Campus Roll No.: 1288/063

T.U. Regd. No.: 7-2-424-19-2002

A Thesis Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirement for the degree of
Master of Business Studies (MBS)

Kathmandu, Nepal
June 2010



RECOMMENDATION

This is to certify that the thesis

Submitted by:

RAJIB KUMAR PRASAI

Entitled:

CASH MANAGEMENT IN NEPALESE
MANUFACTURING COMPANY

[A Case Study of Bottlers Nepal Limited (Terai)]

has been prepared as approved by this Department in the prescribed format of

the Faculty of Management. This thesis is forwarded for examination.

…………………..………….. ........…………..….….….……… ……………..………………….

Joginder Goet Prof. Bishweshor Man Shrestha Prof. Dr. Kamal Deep Dhakal

(Thesis Supervisor) (Head, Research Department) (Campus Chief)



VIVA-VOCE SHEET

We have conducted the viva –voce of the thesis presented

By

RAJIB KUMAR PRASAI

Entitled:

CASH MANAGEMENT IN NEPALESE
MANUFACTURING COMPANY

[A Case Study of Bottlers Nepal Limited (Terai)]

And found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to be
accepted as partial fulfillment of  the requirement for the degree of

Master of Business Studies (MBS)

Viva-Voce Committee

Head, Research Department …………………….………

Member (Thesis Supervisor) …..………………………..

Member (External Expert) …..………………………..…



DECLARATION

I hereby declare that the work reported in this thesis entitled “Cash

Management in Nepalese Manufacturing Company [A Case Study of

Bottlers Nepal Limited (Terai)]” submitted to Office of the Dean, Faculty of

Management, Tribhuvan University, is my original work done in the form of

partial fulfillment of the requirement for the degree of Master of Business

Studies (MBS) under the supervision of Joginder Goet of Shanker Dev

Campus, T.U.

………..…………………………

Rajib Kumar Prasai

T.U. Regd. No.: 7-2-424-19-2002

Campus Roll No. : 1288/063



ACKNOWLEDGEMENT

As the partial fulfillment of the MBS degree, I have prepared this report.

During the course, I worked with sincerity, honesty and diligently, as far as

possible. But beside my continual efforts, I also got unforgettable support from

different people and parties. I am extremely grateful and overwhelmed by their

support while completing my work.

Firstly, I would like to pay homage to my Parents who headed me towards the

light of education and path of truth and my small sister Rita who provides

valuable time for preparation this work. Due to their non-stopping effort for

guidance, today I come in this position. So I would like to share the credit of

my success with them. I’m really indebted by them.

After this, I would like to express my cordial gratitude to my all teachers, who

taught me up to now. For this dissertation, I would like to pay my sincere

thanks to my thesis supervisor Joginder Goet of Shanker Dev Campus. Their

incessant suggestion and guidance from the beginning to the end is really an

appreciable effort. Their valuable support for the preparation of proposal to

thesis is really praise worthy things. I am extremely indebted by their efforts

despite of their busy schedule. I would like to express my sincere gratitude to

staffs of Bottlers Nepal Ltd (Terai) for their enthusiastic support and

encouragements.

I would also like to express my gratitude to all other members of Shanker Dev

Campus, especially, staffs from MBS department, libraries staffs as well as all

known and unknown people who supported as well as inspired me to complete

this thesis.

Finally, I am indebted to all the associates who had contributed to make this

thesis completed.

Rajib Kumar Prasai



ABBREVIATIONS

A/C : Account

BNL : Bottlers Nepal Limited

BS : Bikram Sambat

EOQ : Economic Order Quantity

FY : Fiscal Year

FY : Fiscal Year

i.e. : That is

KTM : Kathmandu

Ltd. : Limited

MBS : Master in Business Studies

MPES : Manufacturing Public Enterprises

P.E. : Probable Error

PEs : Public Enterprises

r : Correlation

Rs. : Rupees

S.D : Standard Deviation

T.U. : Tribhuvan University



TABLE OF CONTENTS
Recommendation
Viva Voce Sheet
Declaration
Acknowledgement
Table of Contents
List of Tables
List of Figures
Abbreviations

Page No.
CHAPTER – I INTRODUCTION
1.1 Background of the Study 1

1.1.1 Brief Introduction of Company 5

1.2 Statement of the Problem 7

1.3 Objectives of the Study 9

1.4 Scope of the Study 9

1.5 Significance of the Study 9

1.6 Limitation of the Study 10

1.7 Organization of the Study 11

CHAPTER – II REVIEW OF LITERATURE
2.1 Conceptual Framework 12

2.1.1 Meaning of Cash 12
2.1.2 Meaning of Cash Management 13
2.1.3 Principles of Cash Management 14
2.1.4 Motives for Holding Cash 15

2.1.4.1 Transaction Motive 15
2.1.4.2 Precautionary Motive 16
2.1.4.3 Speculative Motive 16
2.1.4.4 Compensating Motive 16

2.1.5 Objective of Cash Management 17
2.1.5.1 Meeting Payment Schedule 17
2.1.5.2 Minimizing Funds Committed to Cash Balances 17

2.1.6 Efficiency of Cash Management 18
2.1.6.1 Speedy Collection of Usable Cash 18
2.1.6.2 Slowing Disbursement 19
2.1.6.3 Cash Velocity 20
2.1.6.4 Minimum Cash Balance 20

2.1.7. Factors Determining Cash Needs 21
2.1.7.1 Synchronization of Cash Flow 21
2.1.7.2 Short Cost 21
2.1.7.3 Excess Cash Balance Cost 22
2.1.7.4 Procurement and Management 22



2.1.7.5 Uncertainty and Cash Management 23
2.1.8 Different Techniques of Cash Management 23

2.1.9 Determining the Optimum Cash Balance 26
2.1.9.1 Baumol's Model 27
2.1.9.2 Miller-Orr Model 30
2.1.9.3 Orgler's Model 31
2.1.9.4 Monte Carlo Simulation 33

2.1.10 Advantage of Adequate Cash 33
2.1.11 Basic Strategies for Cash Management 33

2.1.11.1 Cash Cycle 33
2.1.11.2 Minimum Operating Cash 35

2.1.12 Cash Conversion Cycle 36
2.1.13 Definition of Key Terms Used in Research 37

2.2 View of Different Authors Regarding Cash Management 38
2.3 Review of Previous Research Work 43
CHAPTER –III RESEARCH METHODOLOGY
3.1 Introduction 49
3.2 Research Design 49
3.3 Nature and Sources of Data 49
3.4 Methods of Data Analysis 50

3.4.1 Financial Tools and Techniques 50
3.4.2 Statistical Tools 52

CHAPTER –IV PRESENTATION AND ANALYSIS OF DATA
4.1 Analysis of the Data by Financial Tools 55

4.1.1 Analysis of Cash Balance 55
4.1.2 Analysis of Cash Turnover 56
4.1.3 Analysis of Cash Conversion Cycle 58
4.1.4 Analysis of Account Receivable of BNL 65
4.1.5 Analysis of Account Receivable to Cash and Bank Balance 66
4.1.6 Analysis of Cash and Bank Balance to Current Assets 68
4.1.7 Analysis of Cash and Bank Balance to Total Assets 70
4.1.8 Analysis of Cash and Bank Balance to Current Liabilities 71

4.2 Statistical Analysis 73
4.2.1 Fitting the Straight Line Trend by Least Square 73
4.2.2 Correlation Coefficient between Cash/Bank Balance and

Actual Sales 75
4.2.3 Fitting the Straight Line Trend by Least Square for

Sales and Receivables 78
4.2.4 Analysis of Correlation Coefficient between Sales and

Account Receivables 80
4.2.5 Analysis of Correlation Coefficient between Account

Receivables and Cash and Bank Balance 82

4.3 Analysis of Cash Flow Statement of BNL 84
4.4 Major Findings 88



CHAPTER – V    SUMMARY, CONCLUSIONS AND
RECOMMENDATION
5.2 Summary90

5.2 Conclusions91
5.3 Recommendations92

Bibliography
Annexure



LIST OF TABLES

Table No. Title Page
No.
4.1 Analysis of Cash Balance 55
4.2 Analysis of Cash Turnover 56
4.3 Analysis of Inventory Conversion Period 59
4.4 Analysis of Receivable Conversion Period 61
4.5 Analysis of Payable Conversion Period 63
4.6 Cash Conversion Cycle 64
4.7 Analysis of Account Receivable Turnover of BNL 66
4.8 Analysis of Account Receivable to Cash and Bank Balance 67
4.9 Cash and Bank Balance to Current Assets 69
4.10 Cash and Bank Balance to Total Assets 70
4.11 Analysis of Cash and Bank Balance to Current Liabilities 72
4.12 Least Square Spreadsheet between FY and Cash and Bank Balance 74
4.13 Future Trend Line of Cash Balance 75
4.14 Correlation ‘r’ between Actual Sales and Cash Balance 76
4.15 Fitting the Straight Line Trend by Least Square for

Sales and Receivable 78
4.16 Future Trend line for Sales and Receivable 79
4.17 Correlation ‘r’ between Receivables and Sales 81
4.18 Correlation between Account Receivable and Cash & Bank Balance 83
4.19 Calculation of Cash Flow Statement 85



LIST OF FIGURES

Figure No. Title Page
No.
2.1 Cash Balance 27
2.2 Baumol Models for Optimum Cash Balance 29
2.3 Miller-Orr Model of Optimum Cash Management 30
2.4 Details of Cash Cycle 34
4.1 Graphical Presentation between Cash and Bank Balance and Sales 57
4.2 Graphical Presentation between Sales and Inventory 60
4.3 Receivable Conversion Period 62
4.4 Graphical Representations between Purchase and Creditors 63
4.5 Graphical Presentation among ICP, RCP, PDP and CCC 65
4.6 Graphical Presentations between Account Receivable and

Cash and Bank Balance 68
4.7 Graphical Presentations between Cash Balance and Current Assets 69
4.8 Graphical Presentation between Cash and Bank Balance

and Total Assets 71
4.9 Graphical Presentations between Cash and Bank Balance and

Current Liabilities 73
4.10 Future Trend of Cash Balance 75
4.11 Future Trend Line of A/R and Sales by A/R Turnover Ratio 80


