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Abstract: Working capital management in hospital equipment industries is not solely influenced by internal financial
policies but is significantly shaped by external environmental factors such as government procurement systems,
economic conditions, market competition, taxation policies, and market uncertainty. Hospital equipment industries,
particularly in developing regions, operate under institutional and regulatory constraints that directly affect liquidity,
cash flows, and operational efficiency. The present study examines the role of external factors in shaping working
capital management practices of selected hospital equipment industries in Madhya Pradesh. The study is based on
primary data collected from 40 respondents representing 10 hospital equipment companies operating in Indore, Bhopal,
Jabalpur, and Gwalior. Descriptive statistics and Pearson’s correlation analysis were used to analyze the impact of
government policies, economic conditions, and market-related factors on working capital management. The findings
reveal a strong positive relationship between external factors and working capital management practices (r = 0.65, p
<0.01). The study concludes that government procurement policies, delayed payments, inflation, market competition,
taxation, and market uncertainty significantly influence working capital planning and risk management. The paper
provides valuable insights for industry managers and policymakers to design adaptive working capital strategies in a

dynamic external environment.
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Introduction - The hospital equipment industry is an integral
component of the healthcare ecosystem, responsible for
supplying critical medical devices, diagnostic tools, and
hospital infrastructure equipment. In India, the rapid
expansion of healthcare facilities, supported by public health
programs and private sector investment, has increased the
demand for hospital equipment. Madhya Pradesh, being
one of the large and developing states, has witnessed
substantial growth in healthcare infrastructure, thereby
creating new opportunities and challenges for hospital
equipment industries.

Working capital management is a crucial financial
function that ensures the smooth operation of business
activities. Traditionally, working capital management has
been viewed as an internal managerial responsibility
involving control over inventory, receivables, payables, and
cash. However, in industries such as hospital equipment,
external environmental factors play a decisive role in
determining working capital requirements and management
efficiency.

Hospital equipment industries operate in an

environment characterized by government procurement
systems, tender-based purchasing, delayed payments,
inflationary pressures, market competition, and regulatory
compliance. These external factors significantly affect cash
flows, liquidity planning, and working capital risk. Firms
supplying equipment to government hospitals often face
extended receivables periods, while inflation and raw
material price fluctuations increase inventory investment.
Market competition compels firms to adopt flexible credit
policies, further influencing working capital cycles.
Despite the growing importance of external factors,
limited empirical research has examined their influence on
working capital management in hospital equipment
industries at the regional level. The present study seeks to
address this gap by analyzing how external factors shape
working capital management practices in hospital
equipment industries of Madhya Pradesh.
Review of Literature
Several studies have highlighted the influence of external
factors on working capital management. Thompson (2020)
emphasized that healthcare organizations are highly
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sensitive to government policies and regulatory frameworks,
which directly affect liquidity and financial planning. Davis
(2018) observed that delayed payments from public sector
institutions significantly increase working capital
requirements and financial risk in healthcare-related
industries.

Shankar (2023) noted that Indian healthcare suppliers
face persistent working capital stress due to government
procurement delays and taxation complexities. Kumar
(2022) found that inflation and market competition
significantly influence inventory and receivables
management practices in hospital-related industries.
International studies have also established that economic
uncertainty and market volatility increase working capital
risk and complicate financial planning.

While existing literature acknowledges the role of
external factors, most studies are either conceptual or
focused on hospitals rather than hospital equipment
industries. Moreover, region-specific studies, particularly in
the context of Madhya Pradesh, remain scarce. This study
attempts to contribute empirical evidence to this area of
research.

Objectives of the S tudy: The study has been undertaken

with the following objectives:

1. To examine the influence of government policies and
procurement systems on working capital management.

2. To analyze the impact of economic conditions and
market factors on working capital planning.

3. To statistically test the relationship between external
factors and working capital management practices.

Hypothesis of the S tudy: Based on the objectives, the

following hypothesis was formulated:

1. H3: External factors such as government policies,

economic conditions, and market trends significantly impact

working capital management in hospital equipment

industries.

Research Methodology

Research Design: The study adopts a descriptive and

analytical research design , suitable for examining the

influence of external variables on working capital

management practices.

Sample Size and S tudy Area: The study covers 10

hospit al equipment industries  operating in major cities

of Madhya Pradesh, namely Indore, Bhopal, Jabalpur, and

Gwalior. A total of 40 respondent s were selected using

purposive sampling, with respondents drawn from finance,

accounts, operations, and top management.

Data Collection:

1. Primary Dat a: Structured questionnaire based on a

4-point Likert scale focusing on external factors affecting

working capital management.

2. Secondary Dat a: Books, journals, policy documents,

and industry reports related to healthcare finance.

Tools of Analysis:

1. Percentage analysis

2. Mean score analysis

3. Pearson’s correlation coefficient

Data Analysis and Result s

Descriptive Analysis of External Factors:
percentage analysis of responses revealed that:
1. 75% respondents agreed that government
procurement policies influence working capital
management.

2. 82.5% agreed that delays in government payments
adversely affect liquidity.

3.  75% agreed that economic conditions such as inflation
affect working capital planning.

4. 80% agreed that raw material price fluctuations affect
inventory management.

5. 82.5% agreed that market uncertainty increases
working capital risk.

These results indicate that external factors play a significant
role in shaping working capital management practices in
hospital equipment industries.

Correlation Analysis (Hypothesis H3)

The

Variables N Pearson’sr | p-value
External Factors 40

Working Capital 40 | 0.65 0.000
Management

The correlation coefficient (r = 0.65) indicates a strong
positive relationship  between external factors and working
capital management practices. The relationship is
statistically significant at the 1% level.

Result: Hypothesis H3 is rejected , confirming that external
factors significantly influence working capital management.
Discussion of Findings:  The findings of the study clearly
demonstrate that working capital management in hospital
equipment industries is heavily influenced by external
environmental factors. Government procurement systems
and delayed payments create liquidity stress and increase
reliance on external financing. Inflation and raw material
price fluctuations increase inventory investment and
working capital requirements. Market competition compels
firms to offer flexible credit terms, extending receivables
cycles and increasing working capital risk.

Taxation and regulatory compliance further affect cash

flows by locking funds in advance tax payments and delayed
input credits. Market uncertainty adds an additional layer
of risk, making working capital planning more complex and
uncertain. The strong correlation results confirm that
working capital management cannot be effectively analyzed
without considering external factors.
Conclusion: The study concludes that external factors
such as government policies, economic conditions, market
competition, taxation, and market uncertainty play a
significant role in shaping working capital management
practices of hospital equipment industries in Madhya
Pradesh. Statistical evidence confirms a strong positive
relationship between external factors and working capital
management.
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Hospital equipment industries must adopt adaptive and
flexible working capital strategies to respond effectively to
external challenges. Policymakers should also consider the
working capital implications of procurement and payment
policies to support the financial sustainability of healthcare
suppliers.

Implications of the S tudy:

1. Helps managers design resilient working capital
strategies

2. Assists policymakers in understanding industry-level
financial constraints

3. Provides empirical evidence for future research on
healthcare supply chains

Scope for Future Research: Future studies may include

a larger sample size, comparative analysis across states,

or integration of secondary financial data to deepen

understanding of working capital dynamics in healthcare-

related industries.
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