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ABSTRACT

This study examined the effect of Cash flow Management on Financial Performance of Small-
Scale Businesses in Kampala central division. The study was guided by the following objectives
notably, to examining the impact of auditing on financial performance of medium scale
businesses, to establish the impact of budgeting on financial performance of medium scale
businesses and to establish the impact of record keeping on financial performance of medium
scale businesses in Kampala Central Division. The study used a cross sectional research design,
and a quantitative approach. Data was collected from a target population of 100 of Small-Scale
businesses with accessible unit of 70 operators of Small-Scale businesses, using simple random
and purposive sampling techniques. Data were collected with the aid of closed ended
questionnaire and Statistical Packages for Social Sciences was employed for analyzing data from
which frequency tables, descriptive statistics (mean and standard deviation), reliability, validity,
correlation, and regression results were obtained. The study findings revealed that there is a
positive and a significant effect of auditing on financial performance, budgeting on financial
performance and record keeping on financial performance of medium scale businesses in
Kampala Central Division. The study concludes that there is a strong predictive power that the
dimensions of cashflow management contribute towards enhancing financial performance of Small-
Scale businesses. Finally, the study recommends that efforts to improve on the financial
performance of Small-Scale businesses depend on cashflow management (auditing, budgeting

and records keeping).



CHAPTER ONE
INTRODUCTION
1.0 Introduction

This chapter presents the introduction, background of the study, problem statement, objectives of
the study, research questions, scope of the study, significance and the conceptual framework to

show the dependent and independent variables.
1.1. Background of the study

Globally, organizations have strict cash management controls to monitor its inflows and
outflows while retaining a sufficient amount in order to take advantage of attractive investments
or handle unforeseen liabilities. Efficient management of cash prevents loss of money due to
theft or error in processing transactions. Numerous best practices are adopted to enhance
management of company's funds. This involves shortening of cash collection periods, regular
follow ups for collections, negotiation of favorable terms with suppliers allowing delay in
payment periods, and preparation of cash flow forecasts. Businesses also use of technology to
speed up cash collection process. They must do all of this while maintaining adequate amount of
funds to meet daily operations. Therefore, in today's global economy, exploring opportunities
outside established markets is essential to continued growth. That is why strategic cash
management and enhanced visibility for making faster, smarter business decisions is vital to
success, (Ehrhardt and Brigham, 2016).

In Africa, during the first century, the continent has experienced significant economic growth
and this is widely expected to continue for the foreseeable future. For example, pan Africa GDP
growth in 2014 is expected to be 4.8% and as much as 5%-6% in 2015. This growth is fuelled by
a number of factors including an increasingly educated population which is expected to exceed 2
billion by 2050, collective GDP of USD 2.4 billion and consumer spending of USD 1 .4 trillion,
both forecast by 2020. Therefore, there are additional risks associated with cash management
compared with some other regions across the world. This section is not intended to be all

encompassing but focuses on several key risks relating to managing cash holdings and payments
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