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ABSTRACT

A Study of Changes in Cash Flows Characteristics of
korean Industry Before-After Foreign Exchange Crisis

Yun, Joo-Suk*

Interest about cash flows information and cash flows management has been
increased rapidly since foreign exchange crisis in korea in 1997. Since this national
accident, it was well known that most firms has been focused primarily at the
management of cash flows to maintain the liquidity, because of the increased
occurrence of bankruptcy and environmental changes of banking industry. In this
study, I analyzed and compared the average level of the cash flows management
of the manufacturing(large vs small firm), construction and wholesale & retail
industry with the characteristics and trends of average cash flow ratios of the
industries provided by the Bank of Korea.

As a results of this study, it was discovered that the characteristics and trends
of average cash flow ratios of all industries were improved after foreign exchange
crisis. But when analyzed detailed cash flows information of the industries, I have
found that our industries have not yet reached the desired level of the cash flows
management actually because of the improvement of cash flows that has resulted
from the substantial reduction of the investment and repayment of debts in
comparison to the situation of post foreign exchange crisis and poor profitability.

But Large firm in the manufacturing industry has showed more better improved
condition in the characteristics and trends of cash flow ratios than any other
industries. Therefore they can be expected to reach the desired level of the cash
flows management more rapidly if they can be obtained their sufficient cash flow
from operations in excess of the increased level of capital or investment
expenditures relative to the previous year’'s expenditures.

keyword @ cash flow information, cash flow ratios, foreign exchange crisis,
management by debt financing

* Professor, Department of Management Information System, Mokwon University.
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