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CORPORATE FINANCE DEVELOPMENT THROUGH INSTITUTE INTERACTIONS IN SERVICE AND NON
SERVICE SECTORS, ETHIOPIA

DR. M MOSES ANTONY RAJENDRAN
ASSOCIATE PROFESSOR
DEPARTMENT OF ACCOUNTING & FINANCE
COLLEGE OF BUSINESS & ECONOMICS
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ABSTRACT

This article mentioned about he importance and usage of the corporate finance development through the institution and industry. It mentioned about the
corporate finance and the firm, Importance of Corporate Finance Technical Education, Need to Establish Linkages with Industry, Need to Establish Linkages with
Industry and Industry Institute Interaction. It is also mentioned about the important areas should be trained and strengthen the interaction so mutually they will
growth which will help them to improve the profit maximization of the company in the global village.

KEYWORDS

corporate finance development, institute interactions in service.

CORPORATE FINANCE AND THE FIRM
ncase, any firm wanted to be success there are three main points are important. First, successful companies have skilled people at all levels inside the
company, including a. leaders who develop and articulate sound strategic visions; b. managers who make value-adding decisions, design efficient business
processes, and train and motivate work forces; and c. a capable work force willing to implement the company’s strategies and tactics. Second, successful
companies have strong relationships with groups that are outside the company. Third, successful companies have sufficient capital to execute their plans and
support their operations. Just as a stool needs all three legs to stand, a successful company must have all three attributes: skilled people, strong external
relationships, and sufficient capital.
Corporate finance is very important for any organization. They contribute for the growth of the organization. It serves to achieve the common financial goal of
the organization. Organization are made up of people and function through people. Without people organizations cannot exist. The resources of men, money,
materials and machinery are collected, co-ordinated and utilized through people. Skilled People are the most significant resource of any organization which is
called Corporate Finance Human Resource. It may be defined as the total knowledge, skills, creative abilities, talents and aptitudes of an organization’s
workforce, as well as the values, attitudes, approaches and beliefs of the individuals involved in the affairs of the organization. It is the sum total or aggregate of
inherent abilities, acquired knowledge and skills represented by the talents and aptitudes of the persons employed in the organization.
HRD in Corporate finance is the framework for helping employee’s development their personal and organizational skills, knowledge, and abilities. It includes
such opportunities as employee training, employee career development, performance management and development, coaching, mentoring, succession
planning, key employee identification, tuition assistance and organization development in the area of corporate finance. Every organization aims at
accomplishing its objective. Corporate finance manager helps to one of the achievement of the aim of the firm.

IMPORTANCE OF CORPORATE FINANCE TECHNICAL EDUCATION

Corporate finance education is one of the most significant components of human resource development spectrum with great potential for adding value to firm,
for contributing to the national economy.

Today, when nations around the world are coming closer thus removing the barriers and becoming part of the global village in terms of corporate finance. The
necessary for Ethiopia to gear itself for global competition in every field including accounting and finance and its research in industry and institution. Corporate
finance education is clearly, the most important contribution to the company.

Better interaction between accounting and finance institutions and industry is the need of the hour. This will have great bearings on the corporate finance
Curriculum, exposure of industrial atmosphere to corporate finance students and subsequent placement of young corporate finance managers in industries
across the country. With the advent of globalization and opening up of Ethiopian economy to outside world, competition amoung industries have become stiff.
There is an urgent need to prepare corporate finance students for jobs in multinational companies, by exposing them to newer areas. These objectives only be
achieved well by bridging the gap between industry and the accounting and finance academic institute.

NEED TO ESTABLISH LINKAGES WITH INDUSTRY

To cope up with the changing scenario, it has become very-essential for the corporate finance institutions to establish a meaningful and permanent partnership
with industry. This will facilitate in using the experience, expertise and resource available in both the system for mutual benefits. This fact has been realized by
all those concerned with the development of accounting and finance education and industrial systems. Efforts are being made to initiate and sustain the
interaction.

INDUSTRY INSTITUTE INTERACTION

Industry-institute Interaction means the interaction between the professional institutes and the industries in the profession. To be sustainable their interaction
has to be meaningful and mutually beneficial. This interaction is expected to be symbiotic in nature in which both partners compliment each other. It provides
the synergy of the strengths and resources of both, contributing to not only the progress of the industry and the Institute but also the Society and the Nation as
a whole, which is the need of the hour in this competitive environment.

Every institution can study the need of the Industry-Institute Interaction Practices, ldentify the areas of strength and weakness in Industry Institution relations,
study the Industry-Academy linkages through HRD centre, analyse the benefits of Industry-Institute Interaction both in accounting and finance Institution and in
Industry and to develop the Industry-Institute Interaction model for the corporate fiancé Education system.

The linkage between Industry and Institutions are of paramount importance for bringing relevance to the accounting and finance education. The demand for
this interaction is more in view of the changing Ethiopia and global economic scenario. An effective partnership between institute and industry in a mutual
supportive role provides a powerful environment that encourages innovation and creativity. Institute provides the most important ingredients to the industries
in the form of technical manpower. The main aim of accounting and finance education institutes is to provide adequate number of technically trained
manpower equipped with knowledge and skill required to perform their day-to-day jobs in the industries.
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The Industry-Institute Interaction (lll) is being practices in so many institutions in Ethiopia and abroad. In Ethiopia after globalization, almost in all categories of
institutions this Industry-Institute Interaction is in practice. It is good to know the feasibility and nature of the practice of Ill in accounting and finance
institutions.

If, the following services are provided by the industries to the accounting finance institutions that will strengthen the profession in the field. They are,

1.  Membership of Advisory Boards/Committees

Framing of Syllabus/Curriculum Development

Industrial Training of Staff

Industrial training of Students

Industrial Visit of Students and Staff

On Campus Recruitment of Students

Guest Lectures

Assistance for Project Work of Students

Resource Sharing

10. Project Evaluation for Examinations.

The industry and institution interaction in the following areas which really help them to improve their corporate finance system and economy. They are,
Financial Markets, Issues, Investments and Intermediaries; evaluation of Financial Performance - Return on Equity, Liquidity Ratios, Asset Management Ratios,
Profitability Ratios, Leverage Ratios, Market Value Ratios, The Du Pont Method and Ratios and Growth (Comparisons); Financial Planning and Forecasting -
Budget Details, Budgeted Financial Statements, Concepts in Budgeting and Making the Budgeting Process Work; Capital Budgeting Analysis - Calculating the
Discounted Cash Flows of Projects, Economic Criteria for Evaluating Capital Projects and Consideration in Capital Budgeting Analysis; Managing Cash Flow -
Cash Flow Cycles, Cash Flow Planning, Short Term Financing; Finer Points in Cash Flow Management - The Management of Capital, Concepts and Theories,
Calculating the Cost of Capital, The Financing Decisions and The Financing Market Place; Mergers and Acquisitions - Concepts, Legal and Regulatory
Considerations, Due Diligence, Valuation Concepts and Standards, The Valuation Process, Post Merger Integration and Anti-Take over Defenses; Creating Value
through Financial Management - New Role of Finance, Value Based Management Measuring Value and Real Sources of Value; Strategic Planning - Preliminary
Considerations, Organizing the Process, Assessing the Situations, Developing the Strategic Plan and Implementing the Strategic Plan; The Balanced Scorecard -
Concepts, Strategic Foundations; Competitive Intelligence - Concepts, Tools and Techniques, Counter Intelligence, Critical Concepts, Analytical Models,
Advanced Techniques and Corporate Intelligence Systems; Public Offering - Preliminary considerations, Preparing for the IPO, Registering the IPO and Selling
the IPO; Creating Value in the Non Profit Sector - The framework for Value Based Management, Strategic Planning, Organizational Resources, Leadership and
Accountability and Performance Measurement; Process Improvement - Fundamental Tools of the Trade, Capability Maturity Model, Six Sigma and Lean
Thinking.

Risks and Return - Measuring of Return, Measuring Risk, Modern Portfolio Theory, Risk in Portfolios, The Efficient Frontier and Diversification; Bonds and Their
Valuation - Characteristics of Bonds, Classifications of bonds and Bond Valuation; Stocks and Their Valuation - Valuation of Equity Shares and Techniques of
Fundamental Equity Valuation; Corporate Valuation — Risk, Cost of Capital and Estimating Corporate Value; Capital Budgeting: Evaluating Cash flows - Process
of Capital Budgeting, Types of Proposals, The Concepts of Cash Flows, Methods of Appraisal in Capital Budgeting, Risk and Uncertainty in Capital Budget Factors
and Limitations; Capital Structure Decisions - Measuring Capital Structure, Interpreting Capital Structure, Leverages and Capital Structure Theories;
Distributions to Shareholders: Dividends and Repurchases - Dividend Payments, Dividend Policy, Dividend Policy Theories, Residual Dividend Policy and Stock
Repurchase; Corporate Restructuring - Types of Corporate Restructuring, Mergers and Consolidations, Types of Mergers, Government and Mergers and
Financing Mergers ; Leasing Financing - Types of Leases, Lease Analysis, Tax treatment of leases, Effects on financial statements, Lessee’s analysis and Lessor’s
analysis; Derivatives and Risk Management — Forwards, Futures, Options and SWAPS; ERP — Solution of Your Corporate Finance - ERP and Related
Technologies, Implementation of ERP Systems, Functional Modules, Life Cycle of ERP and Implementation Factors
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CONCLUSION

In this 21* century, people can expect a continuing education change in the corporate finance education paradigm with a greater emphasis on system thinking.
Industry Institute Partnership (IIP), needs to be reoriented very seriously. All areas of interaction in this partnership are to be properly stabilized making them
more worthy and result oriented. The professionals from either side have to make up their minds not to keep their partnership merely as a formality because it
is a desire of a society. The professional from industry and institute must join their hands to generate, the future technocrats who are skilled, able, and efficient
enough to suit the industry requirements. Industry-Institute Interaction can be successful in making accounting and finance e institutions more relevant to
society needs and in making industry more competitive through the provision of a more highly skilled workforce.

The key to success in promoting the development of mutually beneficial relationships is to provide structured opportunities for dialogue between industry and
institution partners and to provide training that increases the awareness and skills of the institution partners. When institution representative’s clearly
demonstrate their commitment to meeting the human resource development in corporate finance needs of industry and the institution proves it can provide
high quality services, the industry welcomes institute-interaction with open arms to improve the profit.
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