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ABSTRACT

The purpose of the study is to determine the impact of cash management practices on the
financial performance of SMEs in Pallisa Town Council. The objectives of the study were; to
examine the effect of cash control on the financial performance of SMEs in Pallisa Town
Council, to examine the effect of cash conversion cycle on the financial performance of
SMEs in Pallisa Town Council, and to examine the effect of cash planning on the financial
performance of SMEs in Pallisa Town Council. The study contains these sections: theoretical
review, conceptual review variables which contains cash management on profitability, and it

will also discuss empirical review, critique of literature and research gap.

The researcher used descriptive and explanatory research designs to ascertain and describe
the characteristics of variables and explain the occurrences of the problem. The population
was comprised of 87 individuals from which the researcher obtained a sample of 41
respondents comprising of 20 owners and 21 employees. The research process used
purposive sampling in order to select respondents with specific desired information. Data was
collected from both primary and secondary sources. The researcher interpreted and discussed

the presented data in frequency tables and SPSS to analyze data from frequency tables.

The coefficients table provides us with the necessary information to predict cash planning
from financial Performance, as well as determine whether cash planning contributes

statistically significantly to the model by looking at the Sig column.

In conclusion Cash planning was found to be necessary in all SMEs in Pallisa Town Council.
Since cash control could be used to explain 69% influence in a financial performance of
SMEs in Pallisa Town Council. More importantly organizations should encourage cash
control, cash conversion cycle and cash planning in cash management to improve on financial

performance in SMEs in Pallisa Town Council.

Further the study recommends that cash management practices should be well practiced in
any SMEs to ease the financial performance through cash control, cash conversion cycle and

cash planning.
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CHAPTER ONE
INTRODUCTION
1.0 Introduction

This chapter will cover the background to the study, statement of the
problem, objectives of the study, research questions, scope and significance of the study and

the conceptual framework.

1.1 Background to the study

Financial performance is a subjective measure of how well an organization can use assets
from its primary mode of business and generate revenues (kakuru, 2014). SMEs financial
performance is however in negatives evidenced by the losses made during the year 2019-
2022, whereby many small businesses fail (KACITA report, 2021). Considering the
enormous potentials of the SMEs sector and despite the acknowledgement of its immense
contribution to sustainable economic development, its performance still falls below
expectation in many developing countries (Okonkwo & Obidike, 2016). This suggests that
despite the existence of many SMEs support programmes that provide backing to SMEs, they
continue to experience high failure rate implying poor performance (lhua, 2009; Kehinde,
Abiodun & Adegbuyi, 2016).

Globally, the small business administration (SBA) states that 80% of small businesses
established between 2005 and 2017 in the USA survived past their 5th anniversary;
unfortunately only about half of these businesses see their anniversary (Robyn et al 2020).
(Alsaaty 2017) also finds that newly established entrepreneurial firms companies with fewer
than 20 employees — have fallen from 558,500 in 1990 to 515,100 in 2011, representing 8
percent decrease. The death of young firms shot-up by 11 percent during the same time.
Newman et al. (2012) add that SMEs around the world, especially those in developing
countries such as China are unable to access the needed external fund for growth. Most of the
small enterprrises in rural areas of China, experience a low financial performance as
evidenced by the low profits generated and inreasing debts. All the above reasons make it
clear that the financial performance of small enterprises is low and there is need of

government interventions to rescue those businesses globally.

In Sub Saharan Africa, Yeboah (2015) also revealed that 75% of SMEs in South Africa do

not become established businesses making the country to have the highest failure rate in the



a conclusive picture. Given these considerations, there will be conclusive results on the effect

of cash management practices on financial performance of SMEs in Pallisa Town Council
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