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ABSTRACT 

The general purpose of the study is to identify the current cash management practices used 

by small and medium businesses in the Kirtipur Municipality and identify the impact of 

such practices on their profitability and sustainability. The specific objective are to assess 

the current position of cash management practices of small and medium manufacturing 

businesses, to examine the relationship of cash management on profitability of small and 

medium manufacturing businesses and to analyze the effect of cash management on 

sustainability of small and medium manufacturing businesses. The study is based on the 

descriptive and causal comparative research design. Primary data was collected using self 

administered questionnaires issued to respondents who were owners/employees of the 

registered SMMB in Kirtipur Municipality. A sample size of 80 respondents was taken into 

account out of 380 population for the study using convenience and purposive sampling 

method. Correlation and multiple regression analysis are carried out to establish the 

association among the variables.  

The study concluded positive and significant relationship between Cash Conversion Cycle 

and Return of Equity. In this research, the profitability and sustainability of small and 

medium businesses is found to be affected by Cash Conversion Cycle, Cash flow 

management, Inventory management. There is a positive but insignificant relationship 

between Cash Conversion Cycle and profitability on one hand and a negative insignificant 

relationship between Cash Conversion Cycle and sustainability.  

As a result the study concluded that most SMEs had declining levels of long-term solvency 

and growth. Finally the study established that cash flow control and monitoring had 

significant influence on the sustainability of SMEs.  

The finding indicates that there is a positive association between cash management and 

profitability but the impact is minimal. Similarly Cash management practices positively 

influences to the sustainability but the impact is minimal as well.  The study also concluded 

that cash management practices positively influences to the sustainability ANOVA test 

shows that there is significant difference in the opinion of respondents related to Cash 

management, Sustainability, Profitability at 5 percent significant level.    

Keywords: Entrepreneurs, small and medium enterprises, credit terms, access to credit, 

productivity and performance of SMEs.   
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CHAPTER I 

INTRODUCTION 

1.1 Background of the Study 

Cash management is essential to every business that desires to meet up with its short-term 

financial obligations. Akinsulire (2003) asserts that the success of any business venture is 

predicated on how the management has planned and controlled its cash flows. According 

to Olowe (2008), cash management is concerned with the efficient management of cash so 

as to achieve an optimum level of cash in the firm’s working capital. Cash represents the 

basic input necessary to start and keep a business running. A company needs to maintain 

sufficient cash to keep its business running smoothly. Cash shortage will disrupts the firm’s 

operation and can even lead to insolvency. Excessive cash will tie down unnecessarily long-

term capital with a result that the return on capital employed will be low. A firm thus needs 

to maintain sound cash position. 

The importance of the SME sector is well recognized worldwide due to its significant 

contribution to gratifying various socio-economic objectives, such as higher growth of 

employment, output, promotion of exports and fostering entrepreneurship. Recent 

empirical studies show that SME‘s contribute to over 55% of GDP and over 65% of total 

employment in high-income countries. SME‘s and informal enterprises, account for over 

60% of GDP and over 70% of total employment in low-income countries, while they 

contribute over 95% of total employment and about 70% of GDP in middle-income 

countries. In the European Union countries, for example, there are some 25 million small 

businesses, constituting 99% of all businesses; they employ almost 95 million people, 

providing 55% of total jobs in the private sector (OECD, 2004). 

Most of the Nepalese SMEs are involved in processing and manufacturing of food items, 

consumer and household goods, and textiles and related products, both for exports as well 

as the domestic market. Rice, pulses, oil and flour mills, dairy, aerated soft drinks, fruit 

juices and processed products, noodles, biscuits and light snack products, chocolates and 

candy, mineral water, dried vegetables, and some other household utilitarian and 

consumption goods have dominated SMEs activities in Nepal. Other areas of SMEs’ 
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involvement include forest fiber based industries, wooden and metal handicrafts, handmade 

paper and products, apparels and garments, woolen carpets, pashmina shawls and rugs and 

leather. SMEs’ involvement is also high in metal and plastic household utensils, wooden, 

plastic and metal furniture, printing press, polythene pipes, utensils, jute products, poultry 

products, livestock products, wire drawing, nail and iron rod, sheet metal, gig and black 

pipes, rubber tires and tubes, plywood and boards, color paint products and zinc oxide. 

Agro-based industries like tea, vegetables and horticulture products, dairy and milk 

products, animal husbandry and floriculture are other areas where SMEs have started to 

invest. Due to the opening up of investment for infrastructure development to the private 

sector, investment in micro hydropower and tourism resorts and complexes have also been 

witnessed in some regions. At the micro, cottage and family level, a sizeable number of 

unregistered enterprises operate on a seasonal basis. 

However, too often, businesses fail before they have a chance to succeed because they run 

out of cash. Research statistical analysis indicates that the most crucial cause of business 

failure is due to the lack of planning. Thus sound cash management practices is essential to 

ensure profitability and sustainability to make business a success. A large number of 

businesses fail due to the absence of cash rather than the absence of profits. Patel (2010) 

indicates that cash flow management is vitally important for the business profitability, 

future planning and sustainability. The practice of basic concepts of cash flow management 

will assist businesses to plan for the unforeseen eventualities. One possible reason for this 

prevalence could be that small business owners are not equipped to identify the problem 

areas within their businesses, due to the lack of necessary skills and tools. Likewise, many 

small business owners do not perform many cash management practices because they feel 

that they are unnecessary and time consuming. 

This study will investigate the impact of cash management practices on the profitability 

and sustainability of small businesses.  

1.2 Problem Statement 

These small businesses cannot be the platform for growth and development if they are not 

profitable and sustainable. One possible reason for this prevalence is that small business 

owners are not equipped to identify the problem areas within their businesses, due to the 

lack of necessary skills and tools to increase profitability and sustainability.  
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Cash necessitates proper monitoring, protection, control and better employment Marie 

(2001). Efficient cash management practices are much more that prevention of bankruptcy 

and entail reduction of the risk a company is exposed to Maness (2002). Good cash 

management practices are greatly argued to an urgent need of Bottled water purifying 

companies. Puntland Bottled Purified water companies are owned by local business people 

and they rely on their employees to deliver the products to their customers such as tea shops, 

restaurants, Grocery shops, food stores, Hotels, government and non-governmental offices. 

Previous Bottle Purified Companies got bankrupt like Shifo and Xareeda water companies 

and the current companies are in risk of the same because timing is important even if their 

business was profitable at that time, they ran into problems because the payments from 

customers come in too slowly, and they had too many outflows while they were waiting 

their customers to pay. 

In the similar way the small businesses that are being operated in Kirtipur Municipality 

might also be facing similar problems of cash management that it not yet known to us. It is 

not known if the owners of small business are following any cash management tools to 

better manage their cash and business operations. Also it is also not know known how well 

they are managing their businesses in terms of cash management. This problem would be 

addressed with this study. 

This problem would be addresses by looking for answers for the following research 

questions. 

1. What are the impacts of cash management and sustainability of small manufacturing 

businesses? 

2. What are the prevailing cash management practices of small manufacturing businesses 

within the domain of Kirtipur Municipality? 

3. What are the relationship between cash management and profitability? 

1.3. Objectives of the Study 

The general purpose of the study is to identify the current cash management practices used 

by small and medium businesses in the Kirtipur Municipality and identify the impact of 

such practices on their profitability and sustainability. The specific purposes of the research 

are as follows: 
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1. To analyze the effect of cash management on sustainability of small and medium 

manufacturing businesses. 

2. To assess the current position of cash management practices of small and medium 

manufacturing businesses. 

3. To examine the relationship of cash management on profitability of small and medium 

manufacturing businesses. 

1.4. Rationale of the Study 

This study will contribute to existing literature on cash management on profitability and 

sustainability in small business in Kirtipur Municipality. The purpose of the study is to 

investigate the impact of cash management practices on profitability and sustainability of 

small retail businesses in the Kirtipur Municipality. Part of the study will also ascertain 

whether certain cash management practices are being performed in small businesses and, 

what are the challenges faced? Many small businesses face liquidity problems and 

eventually fail due to the lack of cash management knowledge and implementation. It is 

vital to have viable small businesses in developing communities as these businesses provide 

the basic necessities of the community. Therefore, this study will directly benefit these 

communities. This study will equip business owners with sound management practices 

which will ensure the profitability and sustainability of their businesses. 

1.5. Limitations of the Study 

The research is limited to the small businesses operating in the Kirtipur Municipality. The 

qualifying inclusion criterion for this study is specifically businesses with not more than 10 

employees. This study addresses cash management practices used to tackle profitability 

problems. Furthermore, it surveys the owners or suitable representatives of each business 

in the sample. Therefore, the accuracy of information given in the questionnaire is limited 

to their knowledge of the cash management practices used in their business. Since this is a 

quantitative study, the ideal choice was to have the data instrument as a questionnaire. 

This study is restricted to determining whether or not small business owners are adequately 

managing their cash practices and if they have the necessary skills and knowledge to 

perform cash management practices. The literature is also restricted to cash management 

practices in small businesses and the impact these practices has on the profitability and 
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sustainability. This study is also limited to investigating the impact that cash management 

practices have on profitability and sustainability. 

The study has not investigated economic development and other business-related aspects. 

Therefore, the findings of this study cannot be generalized to all types of small businesses 

in Kirtipur Municipality. 
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CHAPTER II 

LITERATURE REVIEW 

2.1 Theoretical Review 

This chapter is basically concerned with literature review relevant to the cash management 

on profitability and sustainability on small manufacturing businesses. It is the way to 

discover what other research has uncovered in the area of our problem. Every research is 

based on previous knowledge. The past knowledge or the previous studies provide 

necessary information to the present study so that it cannot be ignored. The purpose of the 

literature review is to find out what other studies have been conducted in one's chosen field 

of study. It provides the foundation for developing a comprehensive theoretical framework 

from which hypothesis can be developed for testing. Therefore, this chapter has its own 

importance. 

2.1.1 Cash Management Concept 

Cash management is a broad term that refers to the collection, concentration, and 

disbursement of cash. The goal is to manage the cash balances of an enterprise in such a 

way as to maximize the availability of cash not invested in fixed assets or inventories and 

to do so in such a way as to avoid the risk of insolvency. Factors monitored as a part of 

cash management include a company's level of liquidity, its management of cash balances, 

and its short-term investment strategies (Springer, 2005) 

Cash management refers to the management of an entity’s cash to ensure sufficient cash to 

sustain the entity’s daily operations, finance continued growth and provide for unexpected 

payments while not unduly forfeiting profit owing to excess cash holdings (Bartlett et al. 

2014).  

According to Pandey (2004), as cited by Akinyomi (2014), cash management is defined as 

a practice of the ability of controlling the cash inflows and outflows in a business. It also 

entails the ability to establish the cash balances that are held in a business at all times. 

Uwuigbe, Uwalomwa and Egbide (2011) indicated that cash management entails taking the 

needed precautionary measures to ensure that adequate cash levels are maintained in the 

business so that the operational requirements could be met. According to Aliet (2012), cash 

management is the management of cash to maximize the cash held in the business that is 



17 
 

 17 

not invested in buying inventory or fixed assets. It essentially is the management of cash to 

avoid the risk of the business becoming insolvent. The author added that cash management 

is a rather broad term that refers to the collection, management of cash as well as the 

payment of cash from the business. 

Waltson and Head (2007) explained Cash management as the concept which is concerned 

with optimizing the amount of cash available, maximizing the interest earned by spare 

funds not required immediately and reducing losses caused by delays in the transmission 

of funds. 

According to Zimmerer et al (2008) cash management is the process of forecasting, 

collecting, disbursing, investing, and planning for cash a company needs to operate 

smoothly. They further added that cash management is a vital task because it is the most 

important yet least productive asset that a small business owns. A business must have 

enough cash to meet its obligations or it will be declared bankrupt. Creditors, employees 

and lenders expect to be paid on time and cash is the required medium of exchange. 

However, some firm retain an excessive amount of cash to meet any unexpected 

circumstances that might arise. These dormant cash have an income-earning potential that 

owners are ignoring and this restricts a firm's growth and lowers its profitability. Investing 

cash, even for a short time, can add to company's earning. Proper cash management permits 

the owner to adequately meet cash demands of the business avoid retaining unnecessarily 

large cash balances and stretch the profit generating power of each dollar the business owns 

(Zimmerer et al, 2008). 

Key Indicators in Cash Management 

Without adequate cash flow, a firm can become technically insolvent even though assets 

far out way the liabilities. To reduce the chances for a firm becoming technically insolvent, 

the following parameters have been recommended to be employed in evaluating the 

effectiveness of a cash management system. This includes: 

Cash conversion cycle 

Operation cash flows 

Inventory management 
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Cash Conversion Cycle 

This is the time interval between actual cash payment/expenditure for the purchase of 

productive/operational resources and the ultimate collection of cash from the sales of 

products/services. The cash conversion cycle provides a valid alternative for measuring 

company liquidity. The longer the time taken to get back the money paid out, the more the 

likely hood the organization is to face technical insolvency and vice versa. 

Operational Cash Flows 

Cash flows from operations are the amount of cash a firm generates in a measured time 

from its operation. Various methods are used to determine the amount of operating cash 

flow. The prevalent methods use the income statement and the balance sheet to prepare the 

cash flow statement (also called statement of sources and application of funds) (Kasilo, 

1997). 

Positive cash flows indicate how much cash the organization has generated from operations 

during the financial year. Negative cash flows indicate how much additional cash has been 

used to support the operations during the same period. Usually, a firm with negative cash 

flow from operations is unable to finance its operations. De facto, it is consuming cash 

flows rather than generating them. It becomes prone to technical insolvency problems and 

it may go bankruptcy. 

Cash flow accounting involves the reporting of classified list of last year's cash flows, and 

a set of forecast cash flows, with supporting analysis of the variances between last year's 

actual and forecast cash flows. It therefore emphasizes the most fundamental events in 

business activities, cash flows into and out of the firm, and the segregation of past (cash) 

facts from future estimates, accounting time period allocation, based on estimates of 

consumption are avoided (Vause & Woodward, 2001). 

The result is a set of statements that is objective, understandable and simple, and which 

meets the needs of a variety of users concerned with stewardship, liquidity, performance 

appraisal and investment. In particular, cash flow accounting meets one of the fundamental 

accounting objectives, to provide information useful to investors and creditors for 

predicting, comparing and evaluating potential cash flows to them in terms of amount, 

timing and related uncertainty  (Vause & Woodward, 2001). 
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Cash flows provide data, which, because it is properly dated, can be discounted at a rate, 

selected by the user, and which does not required level adjustments, although comparisons 

over time require, and the data permit general price level adjustment to a base period. 

Finally, the use of a cash flow statement integrates trading activities and investments, 

dividends and financing policies, unlike information presented in profit and loss account 

and balance sheet format. 

However, critics of the cash flow system argue that cash flow reports can be distorted, for 

example, by delaying payments to creditors, and as they ignore non-cash changes in assets 

and liabilities, including holding gains and losses, so that no estimate is provided of the 

extent to which these flows were obtained by consumption of assets. Operating cash flows 

have also be found to be poor predictors of failure. (Arnold and wearing 1988). 

Inventory Management 

Kincaid (2008) emphasized that proper inventory control procedures could enhance a 

bigger profit in the business. In the slower moving economy, streaming business operations 

and focusing on what the majority of the business cash is tied up in could mean the 

difference between much needed profits or unwanted losses.  

Barrera (2013) stated that it’s easy to turn cash into inventory but it’s not easy to turn 

inventory into cash. Barrera found that when inventory is sold and floor space is freed up, 

the business profitability really changes. The slow moving inventory should not increase to 

more than 5% of all inventory stocked in the business.  

The author recommended the following strategies to sell slow moving inventory:  

- Focus on it:  

Many business owners tend to not focus on the slow moving inventory. However, that 

should not be the case. Rather put emphasis on those items to attract sales, e.g., displays 

the items on a demo stand.  

- Control stocking methods:  

Make sure that the First-in-First-out system for stocking inventory on the shelf is practised 

by setting the newer stock at the back of the shelf to allow for the older stock to get sold 

first. 
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- Offer discounts:  

Pure judgment should be used when setting discounts. From a business owners’ point of 

view, even if the discounted price is less than the value of the cost, this could be of more 

value in terms of the business cash flow rather than letting that item remain on the shelf.  

- Bundle it with something unexpected:  

Try bundling that slow moving item with something which is of demand to consumers. 

This strategy would encourage customers to purchase the blended set at a value price 

(Barrera, 2013).  

 

Cohen (2003) concurred with Kincaid (2008) by emphasising the importance of applying 

inventory control systems in business. Cohen (2003) indicated that it is vitally important to 

keep track of that one has in the business and also be aware of what the customers want. 

There is no point stocking the shelves with what the owner feels is right. Instead, the owner 

should determine what the market wants and what will sell. Having a stock take in the 

business will indicate who the fast sellers are and which items lay on the shelf for lengthy 

periods of time.  

 

2.1.2 Profitability  

Aliet (2012) indicated that profitability is defined as an income generated in the business 

which is calculated by subtracting the expenses from the revenue. The author went on by 

indicating that the word profitability derives from the word “profit” denoted by the Greek 

letter “n”. This is defined as the difference between the total revenue of a business and the 

total cost of a business.  

 

Kew and Watson (2012) provided definitions from four different sources. The authors first 

gave the English dictionary definition: “advantage, benefit/financial gain; excess of returns 

over outlays”. The second definition was from a Business dictionary: “the excess of the 

selling price of the article or service being sold over the cost of providing it”. Kew and 

Watson (2012) also provided a definition from a director of a professional services 

company: “income less expenditure, not cash”, and, lastly, a textbook on finance: “income 

less expenditure for a given period”.  

Karuru (2005) has indicated that profitability is the difference between the sales generated 

by a business and the expenses incurred during the business operations. The author also 
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emphasized that it is important to maximize the sales amount of a business by significantly 

reducing the expenses incurred in the business.  

 

Brinker (2002) agreed with Karuru (2005) by stating that the definition of profitability is 

the difference between the revenue and the operational expenses incurred in the business. 

The author also added that all businesses should aim at significantly reducing their 

operational expenses and aim at increasing their incomes to maintain a positive net income. 

This positive net income is referred to as a profit.  

The above definitions indicate that profitability is a positive balance after calculating the 

difference between the businesses sales and the operational expenses i.e., Profit = Sales – 

Expenses. 

Return on Total Assets (ROTA) 

Return on assets indicates the profitability on the assets of the firm after all expenses and 

taxes (Van Horne 2005). It is a common measure of managerial profit (Ross, Westerfield, 

Jaffe 2005). It measures how much the firm is earning after tax for each dollar invested in 

the assets of the firm. That is, it measures net earnings per unit of a given asset, moreover, 

how corporate firms can convert its assets into earnings (Samad & Hassan 2000). 

Generally, a higher ratio means better managerial profit and efficient utilization of the 

assets of the firm and lower ratio is the indicator of inefficient use of assets. ROA can be 

increased by firms either by increasing profit margins or asset turnover but they can’t do it 

simultaneously because of competition and trade-off between turnover and margin. ROA 

is calculated as under: 

ROA = Net Asset after Tax 

                   Total asset 

According to Gillingham (2001) indicated that the return on assests of these corporate 

firms can be measured to identify whether the total assets are idle or not and he derived 

the method which can be used to measure the return of total assests which is; 

Return on Investment = Earning after tax (EAT) 

Total Assets 
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Where assets total is a function of current assets plus fixed assets and also in his 

conclusion he stated that the higher ration in relation to the industry average ration shows 

that the total assets are having much return to the investors and the lower ratio compared 

to the industry average shows that assets are idle. 

Return on Equity (ROE) 

Return on equity indicates the profitability to shareholders of the firm after all expenses 

and taxes (Van Horne 2005). It measures how much the firm is earning after tax for each 

dollar invested in the firm. In other words, ROE is net earnings per dollar equity capital. 

Also an indicator of measuring managerial efficiency (Ross1994). By and large, higher 

ROE means better managerial profit; however, a higher return on equity may be due to debt 

(financial leverage) or higher return on assets. Financial leverage creates an important 

difference between ROA and ROE in that financial leverage always magnifies ROE. This 

will always be the case as long as the ROA (gross) is greater the interest rate on debt (Ross, 

Westerfiled, Jaffe, 2005). Usually, there is higher ROE for high growth companies. ROE 

is calculated as under: 

 

         ROE = Net Profit after Tax 

     Shareholders equity  

Net Profit Margin 

Net Profit Margin (also known as “Profit Margin” or “Net Profit Margin Ratio”) is 

a financial ratio used to calculate the percentage of profit a company produces from its total 

revenue. It measures the amount of net profit a company obtains per dollar of revenue 

gained. The profit margin is equal to net profit (also known as net income) divided by 

total revenue, expressed as a percentage. 

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 =
𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
 

Where net profit = revenue - cost of goods sold. A high net profit margin ration 

indicates high sales, efficient management and profitability which higher selling prices, low-

costs of goods sold, whereas a low gross profit margin ratio indicates low profitable firm. 

But in order to come up with that analysis, the ratio obtained should be compared to the 

industry average ratio. 

https://corporatefinanceinstitute.com/resources/knowledge/finance/financial-ratios/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/what-is-net-income/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/sales-revenue/
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2.1.3 Relationship between Cash Management and Profitability 

The study by Pandey (2001) in support of above added cash management is very important 

to these firms this is because a firm needs cash to invent in inventory receivable and fixed 

assets and to make payments to operating expenses in order to maintain growth in sales 

and earnings, he further explained that the firm may make adequate profits, but may suffer 

from shortage of cash because its growing needs may be consuming cash very first so 

that management should look to ways of increasing cash inflows to the firm and 

minimizing cash outflows like delaying of operating expenses like rent then the surplus 

cash may be managed into an investment portfolio thus increasing the profitability of 

these firms. 

This study concurred with the study Saleemi (2002). If effective cash management is not 

monitored in these firms there were no firms that attain the desired levels of profits and 

these firms fortunately will end up closing because of failing to achieve the said main 

objective. He further elaborated that if cash management is purely monitored, it becomes 

easy to implement and plan for the profits to be generated by these firms and therefore it is 

only through effective implementation of cash management that firms get desired profit 

set levels. 

In another study, this was conducted by Kakuru (2005), indicates that these firms in any 

period was both cash receipts and cash disbursement with the net balance cither a 

surplus or a deficit and to ensure that if cash receipts and disbursement are synchronized 

the management should aim at a zero balance that is to say in investing the surplus cash 

for profitability.  

He further explained that if in case of a deficit the firm should aim at increasing the cash 

inflows to the firm that is by motivation customers to settle their debts in time, reducing 

the period it takes for payment from its clients which increased the availability of cash 

and these surplus cash finally invested for profit maximization in these firms. 

2.1.4 Sustainability 

Findings from a survey done by Berns (2009) at the Massachusetts Institution of 

Technology indicated that there is no single established definition for sustainability in the 

business context. Different businesses define the term sustainability in numerous ways. 
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Some businesses define the term purely on the environmental impact while other focus on 

the social and personal impact. Some businesses look at sustainability in the financial 

viability of the business for the future period. The author went on by indicating that 40% 

of businesses defined business sustainability by indicating that it is regarded as maintaining 

business viability. 60% of businesses defined sustainability in one of the two widely 

accepted definitions: the Brundtland Commission definition and triple bottom line 

definition. 

Productivity 

Productivity is a fundamental concept in economic analysis. The evolution of mid-to-long-

run economic growth — which is a crucial assumption of analyses, on fiscal sustainability, 

for instance — relies substantially on perspectives on productivity growth. Productivity is 

also important in the light of short-run economic dynamics. For example, when an economy 

grows, the desirable policy accompanied by a rise in productivity will be totally different 

from that without the rise. Considering monetary policy, immediate monetary policy 

tightening is not necessary if an economy grows with a rise in productivity and labor market 

conditions are not tight. By contrast, central banks should be cautious about economic 

growth without rising productivity, because economic bubbles and accelerated inflation are 

fairly likely to happen through economic overheating. While it is widely recognized that 

productivity is conceptually important, measuring productivity is quite difficult. One 

challenge in measuring productivity is that productivity measured in real time will be 

revised due to revisions to its source data. (Naoko Hara, HibikiIchiue, 2011). 

Investment Cost 

Investment decreases with idiosyncratic risk, and is positively correlated with past profits, 

past investment, and managerial compensation even with time‐invariant investment 

opportunities. Optimal contracting involves deferred compensation, possible termination, 

and compensation that depends on exogenous observable persistent profitability shocks, 

effectively paying managers for luck. Behdani and Wiemans (2017), shows that handling 

costs only play a marginal role in the scientific research in intermodal rail freight terminals 

(IRT). This is remarkable given the large role costs occupy in decision-making in freight 

transport. Furthermore, the used cost levels show a wide range of proposed amounts and 

terminal sizes or handling technologies are seldom addressed. Finally, many of the 

scientific papers do not make it clear whether the average transhipment cost or market price 



25 
 

 25 

is referred to. Next, the analysis of the investment in, and cost structure of, IRTs shows that 

IRT investments are very capital-intensive leading to relatively high average costs per 

handling. However, given the cost characteristics of IRTs, the average cost per handling 

represents the underlying cost structure and are – in this sense – representative. The cost 

analysis demonstrates that extra-large IRTs actually have the lowest average handling 

costs, followed by small IRTs. 

2.1.5 Relationship between Cash Management and Sustainability 

The study by Unvi (2014) also investigated the major causes for their failure. 46% indicated 

that the major cause was business owner incompetence. The specific pitfalls were poor 

collection and control of debtors’ payments, no knowledge of pricing, lack of planning and 

budgeting, no knowledge of financing and no experience in record keeping.  

30% of the failed businesses indicated that their major cause was unbalanced experience or 

lack of managerial experience. The specific pitfalls were poor credit granting practices and 

inadequate borrowing practices. 

According to Bornstien and Scarborough (2007) revealed that small business owners do 

not know how to run a business or manage cash flow. Obtaining credit for financing the 

business does not guarantee its success or viability. The authors indicated that the 

businesses which employed less than 5 people only had a 37% chance of being sustainable 

for more than four years and the chance of it surviving for more than 10 years was just 

9%.Common reasons for business failures were: the lack of management expertise, and the 

lack of record keeping knowledge from the owners’ part or how to manage inventory. 

Bornstien and Scarborough (2007) also indicated that small business owners fail because 

they use five hats. They take on too many responsibilities in the business and find it 

challenging to manage, control, and successfully run a business. 

Ibarra (1995) and Van Auken and Howard (1993), as cited by Salazar (2012), indicated that 

crucial factors for business failure are the restricted access to funds and capital, poor 

financial planning, unexpected growth and inability to cope with increased sales as well as 

poor forecasting. Many of these causes of failures could be avoided with implementing 

planning and forecasting strategies in the business. 

According to the American Express OPEN Small Business Monitor, a survey was done 

targeting business owners. The results indicated that more than 60% of business owners 
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showed concern about not having cash available to pay obligations for the future months 

ahead (Flynn 2009). 

Baumol Model Theory 

Baumol model developed by using William Baumol it's far a derivative of the economic 

order quantity (EOQ) version. The model assists in deciding optimal cash balances to be 

held in organizations. It treats cash as an inventory item and buying and selling investment 

transactions to be the ordering fees. This aims at minimizing the fixed fee of purchasing 

and selling investment transactions and significantly reduces the possibility fee of holding 

too much unnecessary cash. Just like in EOQ Baumol is a step components. Step one is to 

determine the most excellent transaction size. Step two is to determine the top of the line 

range of transactions in duration. Average cash holdings might be one half of the ultimate 

transaction size.  

In the Baumol version of cash management there is a tradeoff between possibility cost or 

wearing fee or conserving cost & the value of the transaction. Baumol version of cash 

control facilitates in figuring out a firm's most desirable cash stability beneath reality. It is 

drastically employed because it is beneficial for the purpose of cash management. As 

according to the model, cash and inventory control issues are synonymous. William J. 

Baumol evolved a version (The transactions demand for cash: An inventory Theoretic 

approach that is popularly in inventory management & cash control). 

Miller and Orr’s Cash Management Model 

Miller and Orr (1966) model of cash management elucidates that companies allow their 

cash balances to move within two limits, that is, upper and lower limit. Companies therefore 

buy and sell their marketable securities in the event that cash balance is on the lower or the 

upper limit. The model provides a framework for determining the optimum cash balance 

and the point at which to sell securities in order to raise cash. Further, it provides for when 

to invest excess cash by buying securities and lowering their cash holdings. 

Operating Cycle Theory 

The theory postulates that incorporating working capital measures such as accounts 

receivable and inventory turnover into an operating cycle concept provides an appropriate 

view of liquidity management than does the use of traditional measures such as current and 
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acid- test ratios. Weston (1979) noted that the additional liquidity measures recognize that 

life expectancies of some working capital components depend on the extent to which 

production; sales and collection are non- instantaneous and unsynchronized. Accounts 

receivable turnover indicates then speed with which firms receivables are converted to cash. 

A change in credit and collection policy of a firm would influence the outstanding accounts 

receivable balance maintained relative to the firm’s annual sales. Where firms grant more 

liberal terms to their customers, larger and potentially less liquid current investment in 

receivables arise. If the sales do not increase relative to the increase in receivables then 

liquidity would be affected as lower receivables turnover and extended collection periods 

would be observed. 

Inventory turnover indicates the frequency with which firms convert their stock of raw 

materials, work in progress and finished goods into product sales. Purchasing, production 

scheduling and distribution strategies adopted by firms require more inventory 

commitments in relation to anticipated sales. This produces a lower turnover ratio which in 

turn reflects a longer and potentially less liquid inventory holding period. In the event that 

firms do not alter the payment practices with trade creditors and their access to short-term 

financing, decisions creating longer or less liquid holding periods will arise and lead to 

higher current ratio. Higher current ratio implies that firms have accumulated current assets 

such inventory that lie idle and therefore do not generate profits (Weston 1979). It is further 

argued that the length of the firms operating cycle is based on the cumulative days per 

turnover for receivables and inventory investments. Incorporating the two measures of 

working capital measures provides an arguably realistic approach to firm’s liquidity 

position. However, the operating cycle concept fails as a cash flow measure since it doesn’t 

consider the liquidity requirements imposed on a firm by the dimension of its current 

liability commitments. 

2.2 Empirical Review 

An articles made by Samantar (2017), used Slovene’s formula to establish the sample size 

of 46. Questionnaires will be used to collect data; document analysis and interviews, then 

correlational and regression analysis will be used. Significance will be tested at 95% 

confidence level and 5% significant levels. Puntland Bottled Purified water companies are 

owned by local business people and deliver the products to their customers. Money flows 

into and out of these companies on a daily basis. This paper seeks to discuss the effect of 

cash control and financial performance of Bottled Purified Companies Garowe and Bosaso-
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Puntland Somalia. Cash flow is the life blood of all organizations and is the primary 

indicator of enterprise health. Cash control effect on enterprise overall performance is 

primarily based on extraordinary models similar to that of Baumol which identified the 

similarities between cash and stock management. 

 

Usman and Aleem (2017) used panel regression models for panel data. To choose most 

appropriate model among these models, the current study has used Chow, Brush-pagan and 

Hausman tests. These test suggested that the Random Effect Model is appropriate while 

Fixed Effect Model and Pooled OLS cannot be used. Residual Autocorrelation test was 

tested using the Breusch-Pagan LM, Pesaran scaled LM and Pesaran CD and it showed that 

there is no issue of Autocorrelation in the Model. Correlation test shows that all the 

variables are unique and have no relationship with each other. Wald test shows that error 

terms are homoscedastic. In the results of Random Effect Model, it is found that R-Square 

has a value of 62.52 % which shows that 62.52 % changes in the Dependent variables are 

caused by the independent variables. Probability value of F-Statistic is 0.0000 which is less 

than 0.05 and shows that the overall model is highly significant. 

 

This study sought to analyse effect of cash management practices (cash holding practices, 

use of technology and cash pooling practices) as well as analyse the combined effect of the 

cash management practices on financial performance of SMEs in Nyeri town, Kenya. The 

study employed a descriptive research design with target population being the registered 

SMEs in Nyeri town. Data was collected using a self-administered semi structured 

questionnaire from a sample population of 62 SMEs operating in Nyeri town and registered 

by the business registrar’s office in Nyeri County. Data was analysed using statistical 

package for social sciences (SPSS) to generate descriptive and inferential statistics. Results 

obtained indicated that cash holding practices and use of technology in cash management 

had a relevant effect on financial performance of SMEs in Nyeri. The study recommended 

that all stakeholders in business operations ranging from suppliers, customers, and 

financiers should embrace use of technology to facilitate electronic data interchange. Future 

research could focus on comparative study of large organizations to establish whether the 

same factors affecting SMEs financial performance also affect large businesses (Kinyanjui 

and Kiragu, 2017). 
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The study was revealed that investment cash flow risk management practices have no 

correlation between sustainable financial performances. This will give detailed idea of cash 

flow risk management practices involvements and the importance to the listed companies 

in Sri Lanka.  

 This research aims to explore the impact of risk management practices and how they have 

applied to accomplish sustainable financial performance in Sri Lanka and offer guidance 

to all the businesses as to how they can mitigate the risk faced by them. The research has 

expanded to extensive coverage of business sectors by 65 listed companies and secondary 

data were obtained from the annual reports publication in CSE. The statistical analysis of 

the multiple regression technique performed to calculate the results using e view-9 software 

(Wickramasinghe, 2017). 

 

Stoica and Olssonwere (2017), were utilized for a better integration of sustainability. 

Incorporating sustainability in the firm’s values was the most effective way. This was 

achieved through integrating sustainability in the different HR practices; by communicating 

its value to employees, emphasizing it during the recruitment to assure value alignment, as 

well as explaining it during training activities. To examine the integration of sustainability 

through HR practices in SMEs, in the Jonkoping region. : An exploratory and an adductive 

approach were used to fulfill the purpose of the thesis. The explanation building strategy 

was used to analyze the data. Theories from the literature were compared with the empirical 

findings to identify patterns, based on the categories within the HR practices. The empirical 

data followed a qualitative method and was based on a multiple-case study, consisting of 

ten interviews with SMEs. 

 

Muya and Gathogo (2016),  revealed that average payment period and cash conversion 

cycle were significantly related to profitability of manufacturing firms. More so, it was 

established that cash conversion cycle had a negative effect on firm’s profitability. 

However, average payment period positively influenced profitability. In general, it was 

revealed that cash management significantly and positively influenced firm’s profitability. 

It is recommended that manufacturing firms should shorten their cash conversion cycle and 

extend payment period. 

 

An articles made by Ahmad (2016), explored the extent of cash management practices 

applied in the micro and small businesses in four main states in Peninsular Malaysia. 
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Overall findings of this study showed that cash management practices in these states are 

high. However, the results show that the internal control on cash management has very low 

implementation level. Thus, the capital providers need to re-educate the entrepreneurs on 

the importance of having good internal control on cash management in order to avoid any 

manipulation, cash shortage and other financial issues. Besides that, the result of this study 

is important to ensure the effectiveness of cash management in order to be able to support 

the financial sustainability of the business. 

 

Enow and Kamala (2016) in this research, found that most of the sampled SMMEs manage 

their cash effectively. However, only a minority of these entities hold cash for speculative 

purposes or even invest their surplus cash gainfully, thus, they fail to optimize on their 

scarce cash resources. Likewise, only a minority of the SMMEs employs computers for 

managing their cash, which is rather surprising given the proliferation of computers at a 

low cost in South Africa. The main objective was to investigate the cash management 

practices of small, medium and micro enterprises (SMMEs) in the Cape Metropolis, in 

South Africa. Data are collected from a sample of 200 SMMEs by means of a closed-ended 

questionnaire survey. 

 

Oluoch (2016) in this research, was carried out in Eldoret Central Business District, 

UasinGishu County, Kenya, and sampled 171 respondents. Questionnaires and document 

analysis were used for data collection. The researcher used both descriptive statistics and 

inferential statistics to analyse the data. This study demonstrates that cash management 

practices have positive and significant effect on SME performance. Consequently, the 

paper recommends that SMEs should put emphasis on proper cash management practices.  

Anchoring its discussions on findings from an empirical study, this paper premises itself 

on theories of liquidity and posits that cash management practices such as using proper and 

petty cash book have a positive impact on SME performance. 

 

Smirat (2016) in this research, revealed that only (32) percent from SMEs kept track of 

Cash Receipts and payment. The majority (67%) of respondents have no knowledge about 

cash control procedures. The study concluded that cash management practices have 

influence on the financial performance of SMEs. The researchers recommend to the need 

to for SME managers to embrace efficient cash management practices as a strategy to 

improve their financial performance. The researcher sampled firms operating in various 
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sectors of economic activity. A structured questionnaire was used to collect primary data 

from the respondents which were analysed to generate frequencies and percentages. 

 

The study revealed that cash management positively affected organizational profitability 

with a Pearson correlation coefficient of 0.411. The adjusted R2 was 0.164 implying that 

16.4% of changes in GCCE profitability are accounted for by cash management. It was 

recommended that the whole management team and the finance manager in particular need 

to enforce adherence to the cash policy put into place to guide and control cash 

management. The study tested the hypothesis: Cash Management has a significant positive 

effect on organizational profitability. The study adopted both probability and non-

probability sampling techniques and data was collect from a sample of 181 employees of 

the company (Kakeeto and Micheal, 2015). 

 

The findings revealed that SMEs planned for their cash as a tool against misuse, 

embezzlement of the business funds, SMEs also employs other tools like cash banking; 

Staff productivity and profitability, move in the same direction; Cash inflows, outflows, 

and planning were all found out to influence the profits of SMES in Nigeria. 

Recommendations suggested include the following, organization has to put into place 

controls to ensure that cash is safe, customers to even pay in advanced as a way of boasting 

the business collections which in turn will enable allocations to made in time, as the 

organizational surpluses and deficits are concerned in projects beneficial to the business, 

should also use more of the accrual basis of cash outflow than the cash basis in order to 

maintain the business liquidity at an optimal level. A descriptive study design was adopted 

during the study; information was obtained from primary sources using questionnaires and 

interviews and purposive sampling was used, and 300 questionnaires were administered 

and 60 respondents were interviewed and these included owners of business, manager and 

workers (Paul, 2015). 

 

Uwonda and Okello (2015), revealed limited application of cash flow management by 

SMEs in Northern Uganda, especially cash flow projection; tax planning; budgetary control 

and interpreting financial statements. As a result the study noted that most SMEs had 

declining levels of long-term solvency and growth. Finally the study established that cash 

flow control and monitoring had significant influence on the sustainability of SMEs. This 

study sought to examine how cash flow management influences sustainability SMEs in 
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Northern Uganda. The research adapted a cross sectional study. A sample of 120- SMEs 

was selected using stratified sampling. Self-administered questionnaires, designed for this 

study, were filled in by SME managers and the data analyzed using frequency tables, 

custom tables, Correlation Analysis and Multiple Logistic Regression. 

 

Raymond and Adigwe (2015), study found that credit policy can affect profitability 

management in manufacturing companies in Nigeria and there is a significant correlation 

between liquidity position and debtors’ turnover of the company in Nigeria. Finding also 

shows that there is a relationship between liquidity management and corporate profitability. 

Based on the findings, the researcher recommends among others that there is need for 

companies to maintain adequate liquid assets and eliminate bad debt losses and other 

associated costs of credit and that company should intensify efforts to engage the services 

of factoring agents. This will reduce the incidence of bad debts losses and other associated 

costs of credit. 

 

An articles made by Mungal and Garbharran (2014), had study about a significant 

relationship between cash management knowledge and managing cash flow. This study 

relieved a correlation between profitability in the business and implementation of cash 

management practices as well as a correlation between the challenges of cash management 

practices and their ability to ensure profitability in their business. This paper recommended 

that businesses should implement cash management procedures to eliminate cash 

management difficulties. The purpose of this paper was to identify the cash management 

challenges faced by small businesses in a developing community.  

 

Akinyomi (2014), found that only limited studies have investigated the relationship 

between cash management and profitability in Nigeria. Therefore, this study examined the 

relationship between cash management and profitability in the Nigerian manufacturing 

firms. Correlation and regression analysis were carried out. The results reveal a positive 

and significant relationship between CCC and ROE on one hand and a non-significant 

negative relationship between CCC and ROA. From the results of the study, it is 

recommended that future researchers should expand the scope of their studies to include 

multiple sectors of the economy. Cash management assumes more significance than other 

current assets because cash is the most important asset that a firm holds. 
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This study proposes a new concept for sustainable manufacturing assessment framework 

through remanufacturing strategies in Indonesian SMEs. In this sustainable manufacturing 

assessment framework, the existing remanufactured products are assessed using sustainable 

manufacturing criterion (e.g. reliability, life cycle cost, and employment opportunity and 

greenhouse gases). This framework identifies improvement opportunities, including eco-

efficiency, cleaner production and green technology to make existing remanufactured 

products technically, economically, environmentally and socially sustainable. The 

sustainability of remanufactured alternators produced by Indonesian SMEs has been 

assessed to validate the aforementioned sustainable manufacturing assessment framework 

(Fatimah and Biswas, 2013). 

 

This study employs multiple regression analysis to measure relationship among variables, 

individual and overall impact on profitability and to test the operational hypotheses 

(Sivathaasan and Tharanika, 2013). The results revealed that whereas all independent 

variables explain 76.6% and 84.7% of the variance on ROA and ROE respectively where 

significant is at 5% levels, the overall model has a significant impact on profitability at the 

rate of 80.5 % (Adjusted R2 = 80.5%, P< 0.05), the remaining working capital (+), growth 

rate (-) and firm size (+) have no significant effect on the profitability (P > 0.05). 

 

The study revealed that the majority (77.78%) of respondents have no knowledge about 

cash control procedures. The absence of appropriate cash management procedures has 

contributed significantly to the exposure of these enterprises to financial impropriety and 

misapplication of cash as a resource, leading to slow growth of most of the businesses. The 

study recommended, among other things, the need to initiate capacity building, training and 

sensitization of micro and small-scale business operators on cash management practices. 

Therefore, this study explores the extent of cash management practices applied in the micro 

and small businesses (Attom, 2012). 

 

The study expected that an efficient management of working capital might have a more 

profound impact on profitability of small enterprises than on the performance of larger 

companies since a substantial proportion of the total assets of small and medium firms is 

constituted of the Current Assets and a sizeable fraction of their total liabilities is consisted 

of the Current Liabilities. This study, aims to determine the potential effect of working 

capital management on the profit performance of Small and Medium sized firms in 
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Pakistan. To investigate, effect of working capital management was determined on 

profitability of a sample of 40 Pakistani small and medium enterprises (SME’s) listed in 

Karachi Stock Exchange for a period of six years from 2003 to 2008 which led to a total of 

240 firm-year observations. Findings from the analyses suggested that indicators of 

working capital management had a perceptible impact on profitability of firms under study 

(Afeef, 2011).  

 

The purpose of the study was to examine the relationship between cash management 

policies adopted by selected SMEs and survival of SMEs in Uganda, with a case study of 

Kampala district. The study was descriptive in nature and both primary and secondary data 

was later used to revolve the objectives of the study that is: To examine cash management 

the effectiveness of policies adopted by the selected SMEs; to establish survival of SMEs, 

and To establish the relationship between cash management and survival of SMEs.  Further 

data was collected using questionnaires and the information obtained from the field was 

arranged according to themes (objectives of the study), after which it was analyzed do 

establish the significance of the results. The major findings of the study were cash 

management policies used by some of the selected SMEs were effective because; 61% and 

17% use flexible and non-flexible cash management policies respectively. However, in 

some no any cash management policy is used, this is represented by 17%. There is a strong 

correlation coefficient of -0.98 which shows that there is a strong relationship between the 

variable. However, the relationship is collapsing. The findings also revealed that the failure 

rate is of SMEs is high. This is because; 80% of the selected businesses have been in 

operation for less than eight years and only 2% have survive for more than 16 

years(Arinaitwe, 2011). 

 

The results showed that the general attitude towards sustainability was very positive for all 

businesses. No relation was found between the general attitude and the actions taken. It can 

be summarized that higher classified, medium size, hotels, and businesses that were part of 

a corporate chain took significantly more actions compared to low classified, micro size, 

guesthouses, and businesses that were owner managed. A high implementation of 

sustainable business practices correlated with a high level of benefits perceived, more 

strategic planning and a less intense perception of barriers. It intends to examine 

relationships between attitudes and actions as well as differences in attitudes and actions 

related to the business’ characteristics (Raderbauer, 2011). 
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The main objective of the research presented here is to provide empirical evidence about 

the effects of working capital management on the profitability of a sample of small and 

medium-sized Spanish firms. With this in mind, we collected a panel of 8,872 SMEs 

covering the period 1996-2002. The results, which are robust to the presence of 

endogeneity, demonstrate that managers can create value by reducing their firm’s number 

of day’s accounts receivable and inventories. Equally, shortening the cash conversion cycle 

also improves the firm’s profitability. 

 

Table 1 

Summary of Review Literature 

S.N

. 

Name of article Name of 

author 

Objective Used 

variable 

Methodolog

y 

Final result 

1 Impact of Cash 

Management on 

Profitability in 

Small 

Manufacturing 

Organization 

Dhurba 

Lal 

Pandey 

To know the 

relationship 

between cash 

management and 

profitability 

Dependent 

Variable / 

Independent 

Varible 

Sample, 

Data 

Collection 

The study arrived at the 

conclusion that cash 

management had an 

insignificant but positive 

co-relationship with 

profitability of SME 

based on the data 

obtained 

2 Effect of cash 

management 

practices on 

financial 

performance of 

small and 

medium 

enterpries in 

visakhapatnam 

and 

vizianagaram 

districts of 

andhra pradesh, 

India 

G. Taviti 

Naidu, S. 

Sandya 

Sneha 

Sri 

Aim of 

maximizing 

liquidity 

Frequency 

distribution 

measuremen

t, standard 

deviations 

and cross-

tabulations, 

scaling 

methodolog

y of Likert, 

test of Chi-

Square, test 

of ANOVA 

Sampling 

Framework / 

The 

Instrument 

of Research 

/ Tools 

Applied in 

the Study 

From the findings, it is 

concluded that various 

cash management 

practices are applying in 

the SMEs. 

3 The impact of 

cash 

management 

practices on 

performance of 

SMEs: A 

survey of SMEs 

in Eldoret 

Central 

Business 

District 

Joseph 

Otieno 

Oluoch 

Understanding 

cash 

managemernt 

and performance 

CCC / 

Liquidity 

Ratios 

Questionnair

es and 

document 

analysis 

The study established that 

cash management 

practices have a ositive 

and significant effect on 

SME performance 

4 The effect of 

cash 

management 

techniques on 

the performance 

Ahmed 

Mohame

d Amin 

To investigate 

the effect of cash 

management 

techiniques on 

the performance 

Cash 

Budgeting, 

Cash 

Collection 

Period, Cash 

Desk 

Research 

The researcher found that 

cash management 

techiniques have been 

affected on the 

perofrmance of samll and 
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on small and 

medium 

enterprises in 

mogadishu 

of SMEs in 

Mogadishu 

Somalia 

Disburseme

nts, The 

performance 

of SMEs 

medium enterprises in 

Mogadishu. 

5 Cash 

Management 

Practices on 

financial 

performance of 

small and 

medium 

enterprises in 

Nyeri Town, 

Kenya 

Danson 

Kinyanju

i, Dr. 

David 

Kiragu, 

Dr. Riro 

Kamau 

To find out the 

impact on the 

financial 

performance of 

SMEs 

Sampling 

and sample 

size 

Data 

Collection, 

Data 

Analysis 

From the findings, it is 

concluded that cash 

management practices 

evaluated in this study 

showed positive impact 

on the financial 

performance of SMEs 

when considered 

independently as well 

when combined. 

6 Effects of cash 

flow 

management on 

finanacial 

performance of 

small and 

medium in 

Mogadishu 

Somalia (A case 

study of bakara 

market) 

Abdirah

man 

Tahlil 

Ali and 

Aaron L. 

Mukhon

go 

To assess how 

cash planning 

effect on 

financial 

perfromance of 

small media 

enterprise in 

Mogadishu and 

To establish 

whether liquidity 

management 

affect on 

financial 

performance of 

small medai 

enterprise in 

Mogadishu 

Independent 

Variable 

(Cash 

Control, 

Cash 

Planning, 

Liquidity 

Managemen

t and 

Dependent 

Variable 

(Financial 

Performance 

of SMEs) 

Descriptive 

research 

design 

Results of the study show 

that level of cash flow 

management is high in the 

selected SMEs studied. 

7 Cash 

Management 

Techniques 

Adopted by 

small and 

medium level 

enterprises in 

Eldoret Town, 

Kenya 

Ondiek, 

benedict 

Alala 

To know 

significant 

relationship 

between cash 

management 

technique and 

performance. 

cash 

management 

techniques, 

method of 

measuring 

performance 

Survey 

research 

Design 

The study found that there 

was no significant 

relationship between cash 

management technique 

and performance. 

8 Cash Flow 

Management 

and 

sustainability of 

small medium 

enterprises 

(SMEs) in 

northern 

Uganda 

Gilbert 

Uwonda, 

Nelson 

Okello 

To examine how 

cash flow 

management 

influences 

sustainability 

SMEs in northern 

Uganda. 

 Research 

Design, The 

study 

population, 

sampling 

design 

The research findings 

revealed that the service 

sectors of SMEs studied 

fight an uphill battle from 

the start mostly due to 

cash flow management 

issues, but became stable 

after five years. 

9 Corporate cash 

holding and 

firm’s 

performance in 

times of 

Ukraine war: a 

literature review 

and way 

forward 

Neetu 

Kumar, 

Jacquelin

e Symss 

The purpose of 

the study is to 

examine factors 

influencing cash 

holding of firms 

during periods of 

crisis. In recent 

times, the level 

of cash holdings 

in firms has seen 

a steady rise 

These 

clusters 

encompass 

CCH and 

Determinant

s, Optimal 

Cash 

Holding 

Levels, Cash 

Holding 

Adjustment 

VOS viewer 

software 

The study found that 

geopolitical risk 

negatively affects cash 

holdings. Exposure to 

pandemics prompts an 

increase in cash reserves. 

War shocks have a 

profound impact on 

economies, markets and 

stability; hence, 

geographic diversification 
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across industries 

for diverse 

reasons. 

However, the 

need to study 

cash holding 

becomes even 

more compelling 

during 

geopolitical 

instability as it 

causes firms to 

hold greater cash 

reserves for 

precautionary 

reasons. 

Speed and 

Theory, 

Cash 

Holding and 

Firm Value, 

Cash 

Holding and 

Firm 

Performance

, 

can reduce the need for 

precautionary cash. In 

times of uncertainty, the 

financial stress of firms 

can get elevated, and 

therefore, having a well-

diversified geographical 

portfolio of a firm’s 

investments can aid in 

meeting any financially 

distressing situation. 

10 Assessment of 

Receivable 

Management on 

the Financial 

Performance of 

NEA 

Rajesh 

Gurung 

& Purna 

Man 

Shrestha 

How effective 

receivables 

management 

influences its 

profitability 

Independent 

variable, 

Dependent 

variable 

The primary 

focus is on 

understandin

g the 

relationships 

between the 

dependent 

variable, 

return on 

assets 

(ROA), and 

three key 

independent 

variables: 

receivable 

collection 

period, net 

sales to 

receivables 

ratio, and 

receivables 

to total 

assets ratio 

The results showed that 

profitability is linked to 

financial factors. Despite 

the positive coefficients 

revealed for the account 

receivable turnover ratio 

and the account 

receivable to total assets 

ratio with return on assets, 

the receivable collection 

period shows a negative 

association. These 

findings align with our 

initial hypothesis, 

highlighting significant 

implications for the Nepal 

Electricity Authority.  

11 Cash 

Management in 

Nepalese 

Manufacturing 

Enterprises 

Dilli Raj 

Sharma 

The aim of this 

work is also to 

examine the 

determinants of 

the cash holdings 

in Nepalese 

enterprise 

Dependent 

Variables 

Descriptive 

statistics 

The result appears to 

indicate that the cash 

holdings of corporations 

are negatively related 

with the interest rates in 

the general economy, 

since cash levels increase 

(decrease) when interest 

rates fall (climb). In fact, 

a reduction in interest 

rates in the Nepalese 

economy in the period of 

analysis is associated with 

a rise in the cash kept by 

firms, though with a 

limited economic impact. 
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12 A 

multidimension

al review of the 

cash 

management 

problem 

 

Francisc

o Salas-

Molina, 

1 Juan 

A. 

Rodrígue

z-

Aguilar,

2 and M

ontserrat 

Guillen3 

1. The transaction 

motive, which is 

the need for cash 

for the current 

transaction of 

personal and 

business 

exchanges. 

2. The 

precautionary 

motive, which is 

the desire for 

security as the 

future cash 

equivalent of a 

certain 

proportion of 

total resources 

acts as a financial 

reserve. 

3. The speculative 

motive or the 

object of 

securing profit 

from knowing 

better than the 

market what the 

future will bring 

forth. The goal is 

to take advantage 

of future 

investment 

opportunities. 

A 

multidimens

ional 

analysis 

Open 

research 

questions 

In this study, review the 

research literature 

relevant to the cash 

management problem 

since the first contribution 

by Baumol (1952) to the 

most recent contributions. 

We use this review to 

identify several research 

opportunities in cash 

management. 

13 A study on cash 

management 

Sarumat

hi 1 and 

S. 

Praveen 

Kumar 2 

1) To meet day to 

day business 

requirements. 2) 

To provide for 

schedule major 

payment i.e. 

Capital 

expenditure. 3) 

To face 

unexpected cash 

drain. 4) To 

maintain image 

of credit 

worthiness. 5) To 

size potential 

opportunities for 

profitable long- 

term investments. 

6) To meet 

requirement of 

bank 

relationships. 

Sampling 

and Sample 

sizw 

Primary 

Data and 

Secondary 

Data 

The cash flow statement 

shows that net increase in 

cash generated from 

operating and financing 

activities is much more 

than the previous year but 

cash from investing 

activities is negative in 

both year. 

14 Cash 

Management 

Challenges of 

Small 

Ms 

Avika 

Mungal 

and Dr 

The purpose of 

this paper is to 

identify the cash 

management 

Survey Sample 

design, 

Questionnair

e design, 

The research was 

conducted in the context 

of low profitability, 

development and growth 

https://pubmed.ncbi.nlm.nih.gov/?term=Salas-Molina%20F%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Salas-Molina%20F%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Salas-Molina%20F%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Rodr%C3%ADguez-Aguilar%20JA%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Rodr%C3%ADguez-Aguilar%20JA%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Rodr%C3%ADguez-Aguilar%20JA%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Rodr%C3%ADguez-Aguilar%20JA%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Rodr%C3%ADguez-Aguilar%20JA%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Guillen%20M%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Guillen%20M%5BAuthor%5D
https://pubmed.ncbi.nlm.nih.gov/?term=Guillen%20M%5BAuthor%5D
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC10014414/#CR8
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Businesses in a 

Developing 

Community 

Hari Lall 

Garbharr

an 

challenges faced 

by small 

businesses in a 

developing 

community. 

Data 

Analysis, 

Ethics 

of small retail businesses. 

It  

seems that poor cash 

management is a 

contributing factor 

towards lower profitability 

and sustainability of small  

businesses. This study 

established that this 

hypothesis was prevalent 

and that cash management 

knowledge was one of  

the important elements in 

the success of a small 

business. The inquisition 

into the problem revealed 

that business  

managers and owners, 

who have basic cash 

management knowledge, 

were more profitable and 

had sufficient cash to  

handle business activities. 

 

15 Cash 

Management 

Practices and 

Financial 

Performance of 

Small and 

Medium 

Enterprises 

(SMEs) in 

Jordan 

Belal 

Yousef 

AL 

Smirat 

The general 

objective of this 

study is to 

ascertain the cash 

management 

practices among 

small and 

medium scale 

enterprises in the 

Jordan . 

Sampling Questionnair

e 

The study found that In 

terms of number of years 

in business, many of the 

proprietors have been in 

business between 5-10 

years representing about 

40 percent. Twenty-nine 

percent had been in 

business between 1-5 

years whiles 13 percent 

had been in business for 

more than 10 years. And 

the respondents 

experience showed that 

(18%) have less than one 

year. The finding shows 

that the largest number of 

SMEs (84%) is Sole 

Proprietorship, followed 

by Partnership (11%) and 

Limited Liability 

company (5%) 

respectively, with Limited 

Liability company 

comprising the smallest 

number (5%) of SME 

businesses. 

 

 

2.3 Research Gap 

Most of the previous studies showed the relationship between cash flow and profitability. 

But cash conversion cycle seems negative with profitability and productivity inventory 
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management and profitability seem to be positive. But some of the studies showed lean 

relationship between cash management items individually with profitability and 

sustainability items individually. So, the results is not conclusive. Thus, this study tried to 

fill the gap and draws the conclusive results. 

Research gap shows we have a deep understanding of the status of the body of knowledge 

in our chosen field. Numerous research studies have been found regarding cash 

management of small business. But there is none that has addressed cash management 

practices on sustainability of small manufacturing business. For small and growing 

businesses, an efficient working cash management is a vital component of success and 

survival. So, this study is the source that can provide significant assistance. This study 

provides details about the nature of sample businesses along with their operational cash 

flow, cash conversion cycle and inventory management. This area is virgin area for 

research. This study tried to develop new literature in the field of cash management. 
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CHAPTER III  

RESEARCH METHODOLOGY 

In this chapter, the prominent aspects of research methodology for this study will be 

discussed. Research methodology is a systematic mode that clears the researcher to work 

out the research problems. Different types of methodology are used in various types of 

research depending upon purposes, nature of problem and data. Thereafter, the research 

methods and the chosen data instrument will be discussed. This chapter contains research 

design, population and sample, sources of data, data collection procedure, data processing 

procedure and data analysis tools & techniques. 

3.1 Research Design 

A descriptive and causal comparative research design are used in this research.  A 

descriptive research design is used to assess the current position of cash management 

practices of small and medium manufacturing businesses. A causal comparative research 

design is used to examine the relationship of cash management on profitability and to 

evaluate the effect of cash management on sustainability of small and medium 

manufacturing businesses. 

3.2 Population and Sample, and Sampling Design 

A population refers to the entire group of people, things, or events which are of interest to 

a researcher, who would like to investigate further. The population identified for this study 

consisted of all small and medium manufacturing businesses situated within the Kirtipur 

Municipality of Kathmandu. As per the record of Kirtipur Municipality, there are a total of 

fifty five (55) registered small and medium manufacturing businesses where 380 owner 

and employees are engaged which is the population for this study. The researcher choose 

to limit the study to just manufacturing businesses. 

The sample size for this study has been determined as per Cochran (1977) for calculating 

representative sample size when the population is finite having maximum variability with 

following formula:  

n=     
2)(1 eN

N


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Where, n = sample size 

 N = Population with given characteristic 

 e = Error margin 

For the known population by considering the confidence level of 90%, with sampling 

error e=10% 

n =     
2)1.0(3801

380


=79.16 

So, the optimal sample size for this study is 79.16. However, this study has considered 80 

samples for conducting the study through convenience sampling method. 

A sample is a subset of the entire population identified. A total of 80 samples were taken 

for this study from the available population of the small and medium manufacturing 

businesses in Kirtipur Municipality. Since, small and medium manufacturing businesses 

both contains similar characters. So, we choose both (small and medium) manufacturing 

businesses as a sample. The conveyance sampling technique was used as the sampling 

technique for this study. The researcher approached all the small and medium 

manufacturing businesses in the Kirtipur area, which form part of the population. However, 

the elements from the sample were selected for the convenience of the researcher. The 

researcher chose the businesses from the population that were readily available or those 

that were willing to participate in the research study. 

3.3 Nature and Sources of Data, and the Instrument of Data Collection 

The nature of the study is qualitative. The study is based on primary data: a convenience 

sample survey through questionnaire of 35 small and medium manufacturing businesses in 

Kirtipur area. The questionnaire consisted of 46 items. The questionnaire is structure into 

two sections. Section 1 is concerned with demographic information of the interviewee and 

section 2 is concerned with cash management information based on the business along with 

the factors like financial information, cash flow analysis, sales, debtor management, stock, 

control of purchases, purchases, financing/borrowing costs. The structure chosen for the 

questionnaire was a tabled Likert type scale ranging from 1= strongly disagree to 5= 

strongly agree.  
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3.3.1 Data Collection 

After completing the questionnaire design, the process was conducted by the researcher 

who personally approached the business owners and explained the researcher’s intentions 

related regards to conducting the study. The researcher also explained that the respondent’s 

identity will not be exposed in this study. Also, the researcher personally asked questions 

from the questionnaire to the business owners and staff members for better understanding 

and reliability. The questionnaire was answered by the small and medium business owners 

or suitable representatives of the business owners. 

3.3.2 Data Reliability and Validity 

The purpose of the validity and reliability analysis is to determine whether data are 

trustworthy or not. For the reliability test, Cronbach’s Alpha was calculated. It is generally 

used as a measure of internal consistency or reliability. 

Table 2 

Cronbach's alpha 

Cronbach's Alpha No. of items 

.667 3 

Table 2 shows the Cronbach’s alpha coefficients of independent variables. Reliability 

coefficient of 0.6 and above was considered acceptable. Cronbach alpha of less than 0.6 

was considered too low and amendment of the research tool would be recommended. Here, 

Cronbach’s Alpha of all variables is greater than 0.6. The Cronbach’s Alpha of all variables 

is acceptable. Therefore, the instruments used in this research are considered to be reliable. 

To improve the validity, the following questionnaire was redesign along with different 

languages like nepali and newari for better understanding of the respondents. 

3.4 Methods of Analysis 

Analysis is the systematic and careful examination of available facts so that certain 

conclusions can be drawn and an inference is made. This study uses the summary of 

descriptive analysis associated with the primary data analysis which is carried out on the 

basis of responses derived from questionnaire survey. Various related tools and techniques 

have been used for this purpose. Under the descriptive analysis technique average mean 
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and standard deviation have been used for the analysis and also correlation analysis, 

regression analysis have been used for the analysis. Also ANOVA is tested for the 

reliability of model. 

3.4.1 Descriptive Analysis 

Descriptive analysis is a sort of data research that aids in describing, demonstrating, or 

helpfully summarizing data points so those patterns may develop that satisfy all of the 

conditions of the data. It is the technique of identifying patterns and links by utilizing recent 

and historical data. Because it identifies patterns and associations without going any 

further, it is frequently referred to as the most basic data analysis.  When describing change 

over time, this analysis is beneficial. It utilizes patterns as a jumping-off point for further 

research to inform decision-making. When done systematically, they are not tricky or 

tiresome. Under the descriptive analysis technique average mean and standard deviation 

have been used for the analysis. 

3.4.2 Mean 

A simple arithmetic average is used to summarize the data as a representation of mean data. 

A simple arithmetic average is a value obtained by dividing the sum of the values by their 

numbers. Thus, the average is expressed as: 

   𝑋 = 
∑ 𝑋

𝑁
 

  Where: 

  𝑋 = Arithmetic mean 

  ∑ 𝑋 = Sum of observations 

  N = Number of observations 

3.4.3 Standard Deviation 

The standard deviation is commonly used tool to measure risk. I shows the deviation of 

actual mean with average mean. The standard deviation measured the absolute variability 

or dispersion, greater the standard deviation or vice versa. The standard deviation is found 

from the following formula.  

Standard Deviation (𝜎) = √
∑( 𝑥−𝑥 )2

𝑁
 

Where, 

(𝜎) = Standard deviation 

https://www.questionpro.com/blog/what-is-data-analysis/
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x = Variables 

𝑥 = Mean value 

N = Number of observations 

3.4.4 Correlation Analysis 

Correlation analysis is defined as the appropriate statistical tool to check the association 

between two or more variables in quantitative terms. Correlation shows the degree of 

relationship between the variables, e.g., cash management practices and business 

profitability; cash management practices and sustainability of the business; as well as the 

knowledge of cash management practices and the implementation of cash management 

practices in the business. It is the square root of the coefficient of multiple determinations. 

Correlation can either be positive or it can be negative. The correlation is said to be positive, 

if the values of the variables are directly proportional. On the other hand, the correlation is 

said to be negative, if the values of the variables are inversely proportional. 

Correlation coefficients were used in this study to determine whether there were any 

significant relationships between cash management practices and business profitability; 

cash management practices and sustainability of the business; as well as the knowledge of 

cash management practices and the implementation of cash management practices in the 

business. 

3.4.5 Regression Analysis 

Regression analysis is the process of constructing a mathematical model or function that 

can be used to predict or determine one variable by another variable or other variables. 

Regression is a statistical method for estimating the relationship between one or more 

predictor (independent) variables and a criterion (dependent) variable. Conventionally, 

regression studies have focused on the correlation between the predictors and the criterion 

variable. However, regression is a highly flexible approach to data analysis that can be used 

to compare differences on mean scores of the dependent variable from different categories 

of one or more independent variables. This application is equivalent to the statistical 

methods analysis of variance and analysis of covariance. An evaluator could use regression 

to estimate the effects of an intervention on an outcome variable, controlling for 

demographic variables of the program participants and control subjects. 

Regression analysis was done to measure a relationship between profitability of the 

business and the various cash management practices. 
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3.4.6 ANOVA 

ANOVA stands for Analysis of Variance, the generic name given to a set of techniques for 

studying the cause and effect of one or more factors on a single dependent variable. 

Analysis of Variance technique is used when the independent variables are of nominal scale 

(categorical) and the dependent variable is metric (continuous), or at least interval scaled. 

The ANOVA uses the F-test, a ratio of the two independent variance estimates of the same 

population variance. F-test is based on F-distribution. It is generally used to compare the 

variance of two sets of observation. ANOVA uses the underlying assumption that several 

sample means were obtained from normally distributed population having same variance 

or standard deviation. ANOVA involves classifying and cross classifying data and then 

testing if the mean of a specified classification differ significantly. The obtained value of 

F statistics is compared with the critical F statistics value and if they obtained F statistics 

is larger than critical F statistics, the null hypothesis is rejected otherwise it is accepted. 

3.5 Research Framework and Definition of Variables 

The research framework is an analytical tool used to make conceptual distinction or 

organize ideas. Research framework of the study explains the impact of cash management 

on profitability and sustainability in small and medium manufacturing businesses in 

Kirtipur Municipality. 

Dependent variable 

     Independent variables 

 

 

 

 

 

 

 

 

 

Figure 1 

Research framework 

Source: Smirat, 2016  

Cash management 

- Cash flow 

- Inventory management 

- Cash conversion cycle 

 

Profitability 

- Return on assets 

- Return on equity 

- Profit margin analysis 
Sustainability 

- Investment cost  

- Productivity 
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Definition of variables 

This section deals with definition of the variables with some scholars regarding the 

variables and interrelationship between them (i.e. cash management, profitability and 

sustainability) of the study. 

Cash management 

The term cash management refers to the process of collecting and managing cash flows. 

Cash management can be important for both individuals and companies. It is a key 

component of a company's financial stability in business. Cash is also essential for people's 

financial stability while also usually considered as part of a total wealth portfolio. 

Individuals and businesses have different options to help them with their cash management 

needs, including banks to hold their cash assets. Cash management solutions are also 

available for anyone who wants the best return on cash assets or the most efficient use of 

cash comprehensively (Smirat, 2016). 

Profitability 

Profitability is a measure of an organization’s profit relative to its expenses. Organizations 

that are more efficient will realize more profit as a percentage of its expenses than a less-

efficient organization, which must spend more to generate the same profit. 

According to Pandey (2020), study found that cash management has an significant but 

positive effect on profitability. It clarifies that conversion cycle, cash flow and inventory 

manage positively effects to the profitability but the effect is nominal. 

The study examines the effects of cash management on profitability of Nigerian 

manufacturing firms. The results reveal a positive and significant relationship between cash 

conversion cycle and profitability when return on equity is used as a proxy for profitability. 

Furthermore, the study revealed a non-significant negative relationship between cash 

conversion cycle and profitability when return on assets is used as a proxy for profitability 

(Akinyomi, 2014).   

 

 

https://www.investopedia.com/terms/c/cashflow.asp
https://www.investopedia.com/terms/p/portfolio.asp
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Sustainability 

In the broadest sense, sustainability refers to the ability to maintain or support a process 

continuously over time. In business and policy contexts, sustainability seeks to prevent the 

depletion of natural or physical resources, so that they will remain available for the long 

term. 

The study central objective was to underscore the relevance of cash management strategies 

on the sustainable growth of SMEs in Nigeria. The study sample was a collection of 

selected SMEs managers in FCT. Following the outcome form the study, this study 

confirms that cash management strategies are fundamental to the sustainable growth of 

SMEs in Nigeria. The study also concludes that cash budgeting as a cash management 

strategy is a strong determinate to the productivity of SMEs in FCT-Abuja. Also, the study 

concludes that cash control plays a major role in the sustainable growth of SMEs in the 

FCT. Finally, the study concludes that the market share of SMEs has been largely impacted 

by the financial planning of SMEs. Based on the outcome from this current study, this study 

makes the understated recommendations, which when implemented would be useful to 

drive increased sustainable growth for SMEs (Attayi., Emmanuel, & Oluwayemisi, 2022). 
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CHAPTER IV 

RESULTS AND DISCUSSION 

The chapter gives a presentation of information obtained from data collection related to 

impact of cash management practices on profitability and sustainability of small and 

medium scale manufacturing businesses in the Kirtipur Municipality. The sample consisted 

of the owners, managers and sales representatives involved in small and medium scale 

businesses in the target area of Kirtipur, Kathmandu. Questionnaires were distributed to the 

respondents and were returned resulting in a 100% rate of response. 

The chapter besides presenting the data analysis has been made using various statistical 

tools. Data analysis was carried out using Statistical Package for the Social Sciences 

(SPSS). Result of the data analysis includes mean and standard deviation of each of 

variables, Pearson correlation coefficient of the dependent variable and linear regression 

models. 

4.1 Results 

Data used in this research was obtained from a sample of 35 registered companies which 

fall within the definition of medium and small retailers. The names of the companies are 

available in appendix 1. The data consisted of Financial information, Cash flow analysis, 

Debtors management, Stock, Control of purchase, Financing cost, Return on Assets(ROA), 

Return of Equity(ROE), Profit margin, Investing cost, Productivity of a sample of 35  small 

and medium retailers within the Kirtipur Municipality. From the list of 55 registered 

companies studied, a panel data with 80 observations was prepared for analysis. 

4.1.1 Descriptive Statistics 

The table illustrates the descriptive statistics. It indicates the minimum, maximum and 

mean of the Cash flow analysis, Debtors management, Stock, Control of purchase, 

financing cost respectively and the standard deviation of each of the variable. 
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Table 3 

Descriptive detail of cash management on profitability and sustainability position of 

respective variables 

 N Minimum Maximum Mean Std. 

Deviation 

Cash flow analysis/forecasting 

management 

80 3.00 4.00 3.7500 .43574 

Debtors management/sell on credit 80 2.00 4.00 3.1875 .47981 

Stock 80 2.00 5.00 3.7500 .60588 

Control of purchase/buy on credit 80 2.00 5.00 2.7250 .69309 

Financing/borrowing costs 80 2.00 5.00 3.8750 .78555 

Valid N (list wise) 80     

 

The mean of the Cash flow analysis or forecasting is 3.75 lies on the upper part of the 

ranking due to higher values of cash flow on the upper end of the ranking. The standard 

deviation is high at 0.43574 indicative of deviation from the mean. The opinion of 

respondent is scattered and they don’t have similar thinking on cash flow analysis or 

forecasting management. Cash flow analysis was at a minimum of 3.00 and a maximum of 

4.00. 

Debtor's management or sell on credit generated a mean of 3.1875. It lies on the upper part 

of the ranking due to higher values of cash flow on the upper end of the ranking. There was 

a high deviation from the mean of 0.47981. The opinion of respondent is scattered and they 

don’t have similar thinking on Debtors management or sell on credit. 

The mean of the Stock is 3.75 lies on the upper part of the ranking due to higher values of 

cash flow on the upper end of the ranking. The standard deviation is high at 0.60588 

indicative of deviation from the mean. The opinion of respondent is scattered and they don’t 

have similar thinking on Stock. Stock was at a minimum of 2.00 and a maximum of 5.00. 

Control of purchase or buy on credit had a mean of 2.7250. The mean was heavily pulled 

towards the negative end due to an apparent high level of capital outflow towards financing 

activities. The values were more concentrated on the negative end of the data. The standard 

deviation is high at 0.69309 indicative of a deviation from the mean. Also from above table 



51 
 

 51 

3, Control of purchase or buy on credit was at a lower level indicating that the position of 

managing control of purchase or buy on credit is poor. 

Financing or borrowing cost generated a mean of 3.8750. It lies on the upper part of the 

ranking due to higher values of cash flow on the upper end of the ranking. There was a high 

deviation from the mean of 0.78555. The mean value (3.8750) is the highest level of 

minimum (2) and maximum values (5). Thus the position of financing /borrowing 

cost/purchase on credit in concerned area is high. It means small and medium scale 

manufacturing business manages the borrowing cost properly.  

4.1.2 Correlation Analysis 

Table 4 

Correlations matrix 

Variables Cash Management Profitability Sustainability 

Cash Management 1 0.768* (0.018) 0.791** (0.016) 

Profitability - 1 0.336*  (0.020) 

Sustainability - - 1 

 Note. ** Correlation is significant at the 0.01 level (2-tailed). 

* Correlation is significant at the 0.05 level (2-tailed)  

Table 4 illustrates correlation between the dependent and independent variables. The 

correlation value between Cash management and Profitability is 0.768 and p-value is 0.018. 

This finding indicates that there is a moderate degree of positive correlation between cash 

management and profitability. This means as cash management increases, profitability is 

also expected to increase significantly. Similarly the correlation value between Cash 

management and Sustainability is 0.791 and p-value is 0.016. This finding indicates that 

there is a high degree of positive correlation between cash management and sustainability. 

Likewise the correlation value between profitability and sustainability is 0.336 and p-value 

is 0.020. This finding indicates that there is positive correlation between profitability and 

sustainability. This means as profitability increases, sustainability is also expected to 

increase significantly. 
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4.1.3 Regression Analysis 

A regression analysis test was done to measure a relationship among cash management 

practices and the profitability as well as sustainability of the businesses. 

Relationship among cash management, sustainability and profitability 

Model summary 

The study sought to establish the nature if the relationship (strength and the direction of the 

relationship) that exists between the study variables. 

  Table 5 

Regression analysis model summary 

 

  R  R 

Square 

Adjusted 

R Square 

 Std. Error 

of the 

Estimate 

 Change 

Statistics 

        

Model         R Square 

Change 

F Change df1 df2 Sig. F 

Change 

1 .780 .608 .295 .2238 .608 7.37 3 4 .0242 

a. Dependent Variable: Profitability 

a  Predictors: (Constant), cash management, sustainability  
 

Table 5 shows that value of R is 0.780 i.e. there is high positive correlation. R-square is 

known as the coefficient of determination, which explains the extent to which changes in 

the dependent variable can be explained by the changes in the independent variables. It is 

the proportion/percentage of variation in the dependent variable that is explained by the 

independent variables. It helps in explaining the variance. Here, the value of  R-square is 

0.608 which means that 60.8% variation in profitability (dependent variable) is explained 

by the cash management and sustainability (independent variables) and remaining 39.2% 

is explained by other factors. 

ANOVA 

Analysis of Variance (ANOVA) consists of calculations that provide information about 

levels of variability within the regression model and form a basis for tests of significance. 

Following ANOVA table shows the results of analysis of variance, sum of squares, degree 

of freedom (df), mean square, regression and residual values obtained from regression 

analysis. The “F” column provides a statistic for testing the hypothesis. 
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Table 6 

ANOVA analysis 

ANOVA 

Model 

Sum of 

Squares Df 

Mean 

Square F 

                     

 

Sig.* 

1 Regression .952 2       .479 7.37            

.001* 

 

Residual 4.324 77 .068     

 

Total 5.276 79       

 

a. Predictors: (Constant ), cash management, sustainability 

b.  Dependent variable: Profitability, *Significant at the 0.05 level  

          

Findings from the  Fishers ratio (i.e. the F-Statistics which is the proof of the validity of the 

estimated model) as reflected in the ANOVA table 6 indicates that F is about 7.37 and P-

value that is almost equal to 0.001.This invariably suggests clearly that simultaneously the 

explanatory variables are significantly associated with the explained variable. That is they 

strongly determine the performance of SMEs. The significance value (P-value) is 0.001, 

which is less than alpha value 0.05, this shows that the independent variables (cash 

management and sustainability) statistically predict the dependent variable (Profitability). 

Therefore, the model is a good predictor of the relationship between the dependent and 

independent variables. As a result, the independents variables are significant in explaining 

the variance in the profitability of SMMBs. 

Table 7 

Regressions Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

1. (constant) 

Cash management 

2.566 

.271 

.660 

.161 

 

.188 

3.890 

3.686 

.000 

.016 

2. Sustainability .283 .164 .190 3.799 .012 

a. Predictors: (Constant ), cash management, sustainability 

b. Dependent variable: Profitability 
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From Table 7, the coefficients of the regressions indicate how much the net profit changes 

for a unit change in the predictor. So, for every unit increase in Cash management, a 0.271 

unit increase in profitability was predicted, holding other variables constant. The t-values 

test the hypothesis that each coefficient is different from 0. It can be seen that t= 

3.686>t=1.96 at 95% confidence level for cash flow management. This shows that the Cash 

management have significant and positive effect on the dependant variable i.e. profitability 

(B=0.271 and p-value=0.016). Similarly, for every unit increase in sustainability, a 0.283 

unit increase in profitability was predicted, holding other variables constant. The t-values 

test the hypothesis that each coefficient is different from 0. It can be seen that t= 

3.799>t=1.96 at 95% confidence level for cash flow management. This shows that the 

sustainability have significant and positive effect on the dependent variable i.e. profitability 

(B=0.283 and p-value=0.012). 

4.1.4 Relationship of Cash Management on Profitability  

Table 8 

Model Summary of Multiple Regression 

  R  R 

Square 

Adjusted 

R Square 

 Std. Error 

of the 

Estimate 

Change 

Statistics 

        

Model         R Square 

Change 

F Change df1 df2 Sig. F 

Change 

1 .377 .142 .545 .43038 .142 .207 3 4 .024 

a. Dependent Variable: Profitability 

a  Predictors: (Constant), Cash flow, Inventory management, Cash conversion cycle 

 

The value of multiple coefficient of determination (R2) is 0.142 in manufacturing business 

indicated that 14.2% of total variation in profitability of this manufacturing business is 

explained by independent variables and only 85.8% is explained by other variables. F-

statistic takes value of .207 and sig. value is 0.024 indicate that regression fits the data. 

Model summary also indicates the standard error of estimate is 3.452 which show the 

variability of the observed value of factors influencing profitability in manufacturing 

business from regression line is 3.452 units. 
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Table 9 

Analysis of Variance (ANOVA) of Multiple Regression 

Model Sum of 

squares 

Df Mean 

square 

F `Sig. 

1. Regression 

Residual 

Total 

1.592 

18.095 

19.688 

 

3 

76 

79 

530 

236 

2.228 .042a 

a. Dependent Variable: Profitability 

b. Predictors: (Constant), Cash flow, Inventory management, Cash conversion cycle 

Further the significant value of F is 0.042 which is lower than 0.05 (level of significant) 

which shows the overall linear regression model is significant. F-statistic takes value of 

2.228 and sig. value is 0.042 indicate that regression fits the data.   

Table 10 

Multiple Regression Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

1. (constant) 

Cash flow 

Inventory Management 

Cash Conversion Cycle 

2.213 

.233 

-.020 

.189 

.703 

.121 

.111 

.126 

 

.215 

-.021 

.167 

3.150 

3.924 

-3.182 

3.497 

.002 

.048 

.046 

.038 

a. Dependent variable: Profitability 

b. b. Predictors: (Constant), Cash flow, Inventory management, Cash conversion 

cycle 

Table 10 represents the coefficients of regression that indicates how much the net profit 

changes for a unit change in the cash management parameters. So, for every unit increase 

in cash flow, a 0.233 unit increase in profitability was predicted, holding other variables 

constant. It can be seen that t= 3.924>t=1.96 at 95% confidence level for cash flow 

management, t= -3.182<t=1.96 at 95% confidence level for Inventory management and t= 

3.497>t=1.96 at 95% confidence level for cash conversion cycle. This shows that Cash 

management parameters have significant effect on profitability. 
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4.2 Major Findings 

This study has been concentrated on impact of cash management practices on profitability 

and sustainability of small and medium scale manufacturing businesses in the Kirtipur 

Municipality. The major findings of the study are as follows: 

1. The mean value of the Cash flow analysis or forecasting is 3.75 and standard 

deviation is 0.43574 which shows that the opinion of respondent is scattered and 

they don’t have similar thinking on cash flow analysis or forecasting management. 

Cash flow management practices in small and medium scale business are good. 

2. The mean value of the Stock is 3.75 and standard deviation of 0.60588 which shows 

that the respondents don’t have similar thinking on cash flow analysis or forecasting 

management. Stock management practices in small and medium scale business are 

good. 

3. Control of purchase or buy on credit had a mean of 2.7250 and standard deviation 

of 0.69309 which shows that the respondents don’t have similar thinking on control 

on purchase or buy on credit. Control of purchase or buy on credit management 

practices in small and medium scale business are satisfactory. 

4. Financing or borrowing cost generated a mean of 3.8750 and standard deviation of 

0.78555 that leads to dissimilar thinking on financing or borrowing cost by 

respondents. Financing or borrowing management practices in small and medium 

scale business are good. 

5. The finding indicates that there is a positive association between cash management 

and profitability but the impact is minimal. Similarly Cash management practices 

positively influences to the sustainability but the impact is minimal as well. 

6. The study revealed that there is positive relationship between cash management and 

profitability but the relationship is significant.(r=0.188 and p=0.096) 

7. The study also showed that cash management practices positively influences to the 

sustainability but the relationship is also significant here.(r=0.090 and p=0.427) 

8. ANOVA test shows that there is significant difference in the opinion of respondents 

related to Cash management, Sustainability, Profitability at 5 percent significant 

level.(F-value=2.229 and p-value=0.092) 

9. Analysis of primary data shows that most of business owners have knowledge about 

cash management practices but haven’t implemented it smoothly. 
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4.3 Discussions  

An articles made by Mungal and Garbharran (2014) found that a significant relationship 

between cash management knowledge and managing cash flow. This study revealed a 

correlation between profitability in the business and implementation of cash management 

practices as well as a correlation between the challenges of cash management practices and 

their ability to ensure profitability in their business. The findings of this study revealed that 

there is significant but positive correlation between profitability in the business and 

implementation of cash management practices. So, Implementation of cash management 

practices helps the business owner to improve their profitability. The findings is 

inconsistent with the previous findings because the owners, managers, staffs working 

within the small and medium manufacturing business of Kirtipur Municipality has low 

educational level and low financial status in comparison with the report analysis of previous 

findings. Besides that, the contextual factors are also legal within this finding. Because of 

which the findings is different in comparison to previous findings 

A study of Akinyomi (2014) found that only limited studies have investigated the 

relationship between cash management and profitability in Nigeria. Therefore, this study 

examined the relationship between cash management and profitability in the Nigerian 

manufacturing firms. Correlation and regression analysis were carried out. The results 

revealed a positive and significant relationship between Cash Conversion Cycle and Return 

of Equity. In this research, the profitability and sustainability of small and medium 

businesses is found to be affected by Cash Conversion Cycle, Cash flow management, 

Inventory management. There is a positive but significant relationship between Cash 

Conversion Cycle and profitability on one hand and a negative significant relationship 

between Cash Conversion Cycle and sustainability. The finding is considered to be 

inconsistent with previous findings because proper cash conversion cycle time is 

maintained within the previous finding whereas that is rarely seen within this finding. A 

buyer delays the cash payment to be done within certain period of time which directly 

affects to the companies as well as to the workers as well. So, proper conversion cycle time 

should be implemented for every companies to gain profit and sustain thoroughly. 

Uwonda and Okello (2015), study revealed limited application of cash flow management 

by SMEs in Northern Uganda, especially cash flow projection; tax planning; budgetary 

control and interpreting financial statements. As a result the study noted that most SMEs 
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had declining levels of long-term solvency and growth. Finally the study established that 

cash flow control and monitoring had significant influence on the sustainability of SMEs. 

This study sought to examine how cash flow management influences sustainability SMEs 

in Northern Uganda. In this research compare with them, there exist an significant influence 

between cash management practices and sustainability of small and medium manufacturing 

business. Here also, the finding is considered to be inconsistent with previous finding 

because the respondents from previous findings and this finding don’t have similar thinking 

on cash management as most of them from this finding have achieved low education level. 

As a result, they seems to be lacking a knowledge about proper planning, control and 

interpreting financial report that leads the companies difficult to be sustainable. Hence, both 

researches findings aware the business managers and owners about the significance of cash 

management practices for sustainable business.  

Therefore, it seems that poor cash management practices are a contributing factor towards 

the profitability and sustainability of these small businesses. This study established that this 

hypothesis was prevalent and that acquisition of knowledge of cash management practices 

was one of the important elements in the success of a small business.   
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CHAPTER V 

SUMMARY AND CONCLUSION 

5.1 Summary 

This chapter illustrates the brief summary of the entire study and highlights of major 

findings of the study. The lack of cash management knowledge was identified as a major 

reason why certain practices were not performed in these businesses. The study revealed 

the importance of proper cash management practices and the impact they have on the 

profitability and sustainability of small and medium manufacturing businesses. Finally, the 

chapter ends with the scope of the future research in same field. 

The research set out to investigate the impact of cash management on profitability and 

sustainability on small and medium manufacturing businesses in Kirtipur municipality. The 

aim of the study was to identify the current cash management practices of small and 

medium manufacturing businesses and establish their problem areas regarding cash 

management practices of their businesses. 

The literature review provided an overview of small and medium businesses’ cash 

management components required for proper cash management. The review also looked at 

the cash management challenges facing small businesses. The literature also discovered 

what other research has uncovered in the area of our problem. There were many similarities 

in the outcomes of research done in other parts of the world compared to this research study. 

The study also explored the impact that a lack of cash management practices had on the 

profitability and sustainability of small retail businesses. 

A linear regression model was used for data analysis to provide information on relationship 

between various components of regression model. Individual information on the variables 

was obtained through a descriptive study and Pearson correlation coefficient used to 

indicate the level of correlation between the independent variables and the dependent 

variables. F test was performed to test for levels of significance of the independent variables 

on the dependent variables. 

The research found out that there was significant relationship between cash management, 

profitability and sustainability of small and medium manufacturing businesses in Kirtipur 

Municipality. There was low degree of positive correlation between the dependent and 
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independent variables. The result also indicated that the independent variables had an effect 

on the dependent variable. Therefore for the purpose of this study, the variables used were 

considered to be significance but sufficient to influence for profitability and sustainability 

of the enterprises. 

5.2 Conclusion 

The study concluded positive and significant relationship between Cash Conversion Cycle 

and Return of Equity. In this research, the profitability and sustainability of small and 

medium businesses is found to be affected by Cash Conversion Cycle, Cash flow 

management, Inventory management. There is a positive but significant relationship 

between Cash Conversion Cycle and profitability on one hand and a negative significant 

relationship between Cash Conversion Cycle and sustainability.  

As a result the study concluded that most SMEs had declining levels of long-term solvency 

and growth. Finally the study established that cash flow control and monitoring had 

significant influence on the sustainability of SMEs. This study sought to examine how cash 

flow management influences sustainability SMEs in Northern Uganda. In this research 

compare with them, there exist an significant influence between cash management practices 

and sustainability of small and medium manufacturing business. Here also, the finding is 

considered to be inconsistent with previous finding because the respondents from previous 

findings and this finding don’t have similar thinking on cash management as most of them 

from this finding have achieved low education level. As a result, they seems to be lacking 

a knowledge about proper planning, control and interpreting financial report that leads the 

companies difficult to be sustainable. Hence, both researches findings aware the business 

managers and owners about the significance of cash management practices for sustainable 

business. 

The finding indicates that there is a positive association between cash management and 

profitability but the impact is minimal. Similarly Cash management practices positively 

influences to the sustainability but the impact is minimal as well. The study revealed that 

there is positive relationship between cash management and profitability but the 

relationship is significant.   The study also concluded that cash management practices 

positively influences to the sustainability but the relationship is also significant here.  

ANOVA test shows that there is significant difference in the opinion of respondents related 

to Cash management, Sustainability, Profitability at 5 percent significant level.  Analysis 
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of data concluded that most of business owners have knowledge about cash management 

practices but haven’t implemented it smoothly. 

5.3 Implications 

5.3.1 Managerial Implication 

1. This study report provides information about the position of cash management and 

profitability and sustainability that are related to cash management and business 

sustainable. 

2. Manager should also make sure that the cash management process is in compliance 

with applicable laws, regulations, and professional and ethical standards. 

3. This study report helps the owners and managers to take appropriate decisions while 

facing liquidity crisis. 

5.3.2 Future Research Implication 

1. This study focused on small and medium manufacturing businesses in Kirtipur 

municipality. Future research can be undertaken among the businesses in other parts 

of Kathmandu or Nepal as a whole. 

2. Further researchers can make the comparison how this cash management is 

influencing the financial performance of developing or developed areas. 

3. As is evident from this study, the independent variables studied do not fully 

determine the outcome of the dependent variable. It will be important to carry out 

other studies to identify other factors that relate to profitability and sustainability 

other than cash flow. 

4. Further research is needed to be carried out on the effect of other factors like; 

product/services quality, motivation among others on survival of businesses. 

5. Future research can also be carried out using different methodology, tools and 

technique. 
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