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Abstract
Nearly 50% of small to medium-sized enterprises (SMEs) fail within five years, resulting
in financial losses for business owners and reduced employment opportunities.
Entrepreneurs care about this issue because poor cash flow management is a major
contributor to business failure, threatening economic growth and job stability. Grounded
in working capital management, the purpose of this qualitative, multiple case study is to
explore successful cash flow management strategies for service industry SME owners to
sustain free cash flow beyond 5 years. The study included four SME owner participants
in the Dallas/Fort Worth metroplex who successfully started and sustained the business
beyond 5 years. Data was collected using a semistructured interview process and archival
documents. A thematic analysis was conducted, and these four key cash flow
management themes emerged: (a) intentional cash management through strategic
business planning and revenue sourcing strategies, (b) utilize aligned software systems
with financial governance, (c) optimize cash flow efficiencies and effective expense
management, and (d) embrace adaptability and resilience through faith-driven, authentic
leadership and proactive relationship management with stakeholders. A key
recommendation for SME owners is to optimize cash efficiencies by proactively
managing receivables for timely receipts, shortening the inventory cycle, and
streamlining operations. The implications for positive social change include the potential
for SME owners to implement effective cash flow strategies, which may improve
business survival rates, enhance economic resilience, and contribute to stable

employment and a thriving community economy.
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Section 1: Foundation of the Project

The Small Business Administration (SBA) Office of Advocacy (2023) stated that
62.7% of net new jobs created in the United States since 1995 originated from small
businesses. However, only 48.9% of businesses survived at least 5 years from 1994-2020
(Office of Advocacy, 2023). Businesses that did not survive have ceased operations,
eliminated jobs, and at times filed for bankruptcy, which created a loss for creditors and a
loss of a primary source of income for business owners and employees (Ramli & Yekini,
2022). One cause of business failure could result from poor cash flow management
(Chammassian & Sabatier, 2020). Poor cash flow management could result in
misallocation of resources, uninformed financial decision-making, and a lack of cash
available to pay expenditures. In short, the need for small business owners to manage
cash flow to sustain the business beyond the first 5 years is critical to maintaining job
security for employees, reducing the cost to the suppliers of capital, and enhancing
economic advancement.

According to the U.S. Bureau of Labor Statistics (2021), the service industry
business classification made up 80% of all businesses. Additionally, service businesses
are increasing at a faster pace and expect to increase to 81.1% of businesses by 2030
(Bureau of Labor Statistics, 2021). Conversely, in reviewing the literature published there
were limited qualitative studies on the cash flow management practices of service
industry businesses. Therefore, this project contributes to the field by seeking to explore

successful cash flow management strategies of service industry business owners.



Background of the Problem

The purpose of this study is to address the cash flow management strategies small
to medium-sized enterprises (SME) owners use to sustain the business beyond the first 5
years. In a cash flow survey study of 597,000 small businesses from February to October
2015, Farrell and Wheat (2016) revealed SME owners only had 27 median days of cash
buffer in reserves before running out of cash completely, and 25% of small businesses
could only cover 13 days of expenditures from their cash reserve account. The
researchers aptly illustrated the limited liquidity held in the cash holdings of SME
owners, which could place the SME owner at risk of financial distress in a low-revenue
business cycle or left exposed during a recessionary economic shock. Limited liquidity
could impede financial resilience and shorten the life span of a business (Laghari et al.,
2022). Consequently, how SME owners manage cash flow could significantly impact the
sustainability of the business.

The lack of cash flow management strategies could lead to financial distress.
Ramli and Yekini (2022) surveyed 141 Malaysian micro-traders in 2021 and found that
only 48.9% of SME owners could survive less than 3 months without an income prior to
the COVID-19 outbreak. Even though 100% of participants believe good cash flow
management is suitable for their business, only 35.5% reported using financial statements
to make decisions. Furthermore, 82.3% of micro-traders reported having a cash surplus,
but only 29.8% acknowledged tracking cash inflows and outflows regularly (Ramli &
Yekini, 2022). Examining cash flow management strategies could help position SME

owners to maintain adequate cash holdings, manage liquidity, and pay expenditures.
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Ultimately, successful cash flow management strategies could lessen the risk of financial
distress and financially position the SME owner for increased sustainability.

Additionally, a lack of cash flow management could increase the risk of business
failure. According to the U.S. SBA Office of Advocacy, approximately 51.1% of small
businesses failed within the first 5 years of operations (Office of Advocacy, 2023).
Among the business owners surveyed in 2015, 25% acknowledged low cash flow as one
of the top reasons the business closed (Office of Advocacy, 2018). The general business
problem is that some SME owners may not effectively manage cash flow based upon the
changing financial demands and priorities, which could lead to a negative cash flow,
increased financial risk, and shortened business life span. Based on the background of
this general business problem, a more specific business problem has been identified as
the focus and purpose of this project.

Exploring sustainable cash flow management strategies in the service industry
may strengthen our local communities and create jobs to promote the overall economy.
According to the SBA Office of Advocacy (2020), 31.1 million small businesses employ
47.1% of private-sector employees and represent 97.5% of all export firms in the United
States. Additionally, SME owners comprise 31% family-owned businesses, 17.7%
minority-owned businesses, 20% women-owned businesses, and 6.1% veteran-owned
businesses. As a result, a positive social change for the community can produce more
stable and better jobs for employees, support stronger underserved communities, and
improve social environments for all employees and their families. Through reliable,

dependable business success, SME owners and their employees may gain increased



confidence, hope, and opportunities for the local communities they serve to aid in
building a thriving society and country. To narrow the issue further, the focus will now
shift to a more specific business problem focus and project purpose.
Business Problem Focus and Project Purpose

The specific business problem is that some service industry SME owners lack
cash flow management strategies to improve free cash flow to sustain operations beyond
5 years. Therefore, the purpose of this qualitative multiple case study aims to explore
cash flow management strategies used to sustain free cash flow for service industry SME
owners beyond the first 5 years. The targeted population will consist of four criterion-
based sampled service industry SME owners or their designated chief financial officer
(CFO) in Texas who have successfully employed cash flow management strategies to
sustain free cash flow beyond the first 5 years. The data sources for this project will
consist of semi-structured interviews and company or archival documents as the
participant deems it appropriate to verify information provided in the interview. Working
capital management, as initially described by Olaf A. Mann in the early 1900s (Mann,
1918), was used as the conceptual framework of this research project.

Research Question

What cash flow management strategies do service industry SME owners use to

sustain free cash flow beyond 5 years?
Assumptions and Limitations
An assumption is having an underlying belief that we hold firmly in faith without

discussion (Caspar, 2017). Assumptions are essential to identify and understand the
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underlying beliefs of the questions researched (Pyrczak & Bruce, 2017). First, I assumed
the participants in the case study have a firm grasp of their WCM practices and current
financial position. Second, I assumed that the Dallas / Fort Worth metroplex has enough
SME owners to identify participants to conduct the study properly. Third, I assumed the
participants would be willing to fully participate in the case study and share their
experiences without reservation. By identifying these assumptions, I can better
understand the underlying beliefs to the questions researched.

A limitation is identified as any obstructive measure which could inhibit a process
from producing the desired result (Saldafia, 2016). In this study, a narrow focus in the
Dallas / Fort Worth metroplex region may limit the experience results to this specific
region of the United States. The results could be different if applied across other regions
in the United States or other parts of the world due to the different legal, economic, and
financial environments in which SME owners operate. Additionally, limitations could
exist when an SME participant recalls personal experiences, which may have biases,
agendas, or inaccurate recollections. By understanding the study’s limitations, I can
quickly identify opportunities for further research in the future, such as exploring other
geographical regions.

Transition

In Section 1, I introduced the foundation and the background of this study.
Additionally, I identified the specific business problem regarding cash flow management
strategies of SME owners to maintain financial sustainability beyond 5 years. To further

understand the approach in researching the business problem, I briefly discussed the



project’s purpose, research methodology, research design, participant criteria, data
sources, and conceptual framework. Lastly, I clarified the specific research question and
evaluated potential assumptions and limitations to the project.

In Section 2, I focus on reviewing professional and academic literature on various
aspects of WCM, cash flow management strategies, and the impact of cash flow
management for SME owners. The literature review starts with an exploration of the
evolution of the WCM conceptual framework and contrasting cash flow management
strategies and theories such as pecking order theory, trade-off theory, and organizational
life theory. Next, I further explore evidence that may cause increased financial distress to
service industry SME owners, which could lead to SME failure. The literature review
explores challenges to cash flow management, including the impacts of leadership and
governance on free cash flow. Lastly, I explore the application of WCM regarding
corporate financial policies, financial statement analysis, operational efficiency, and crisis
management. To summarize this section, I discuss how WCM can impact access to
capital and profitability.

In Section 3, I discuss a comprehensive explanation of the project’s ethics as my
role as a researcher and more specific details of the study, including participants, research
methods, research design, interview questions, data organization, data analysis, and data
collection techniques. Lastly, I examine the reliability and validity of the study. By
exploring each section of the study, I could more comprehensively ensure that the study

is conducted properly and effectively attributed to the literature on this topic.



Section 4 reviews the findings and conclusions from the research conducted. |
present the findings and identify business contributions and recommendations for
professional practice. I end this section with implications for social change and

recommendations for future research as I conclude this study with a concise summary.



Section 2: Professional and Academic Literature Review
The organization of this literature review begins with a review of the WCM
conceptual framework, and comparison of similar cash flow management strategies,
including pecking order theory, trade-off theory, and organizational life theory. Next, I
will explore the evidence and risks associated with SME failure within the first 5 years
and challenges of cash flow management to include the role of leadership and governance
policies and the relevancy of free cash flow. Lastly, I will explore the application and
impacts of WCM for SME owners as illustrated in recent studies to highlight evidenced-
based techniques or strategies along with impacts to access to capital and profitability.
Review of the Professional and Academic Literature
To ensure an exhaustive review of the literature, I searched multiple databases
such as the Walden Library, Google Scholar, EBSCO, Emerald, ProQuest, and SAGE
Premier. The keywords used in the search included working capital management,
working capital management strategies, cash flow management strategies, budget, small
business, small business failures, small business growth, finance strategies, service
industry, and sustainability. The types of research explored included peer-reviewed
articles, dissertations from various universities, government literature, books, and
conferences. As a result, I conducted an exhaustive review to obtain a wide variety of
content to support and challenge my findings to achieve a more critical view of the

research question.



Table 1

References Used in the Literature Review and the Full Study

References Literature review Full study
Total % Total %
Peer-reviewed articles 81 94.18 109 88.62
Non-peer-reviewed articles 5 5.82 14 11.38
Less than 5 years (2020-2024) 77 89.53 98 79.67
More than 5 years (< 2019) 9 10.47 25 20.33
Total number of references 86 100 123 100

Note. This table describes the total number of references used in the literature review and
the full study. The references are then further clarified by identifying the number of peer-
reviewed articles and articles published less than 5 years from the date of this study. The
intent is to ensure 85% of articles in the literature review were published within 5 years
and 85% of the articles in the literature review are peer-reviewed articles.

The focus of the references used in this literature review includes peer-reviewed
academic journals and government literature of which I have full text available. The
references used in the full study include five government resources, seven academic
seminal books, one institute reference, and 109 peer-reviewed articles for a total number
of 123 references. The literature review specifically has a total of 86 articles of which
94.18% are peer-reviewed articles and 89.53% of the references were published within
the years 2020-2024. As a result, the literature review references meet the standard
requirement of 85% of the resources sourced from peer-reviewed articles within 5 years

from the expected publishing date.
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Application to Applied Business Problem

The purpose of this qualitative study is to explore cash flow management
strategies of service industry SME owners who sustained the business beyond the first 5
years in the Dallas / Fort Worth metroplex in the state of Texas. According to the U.S.
Bureau of Labor Statistics (2020), the service industry had a net third quarter gain of
92,000 jobs in 2019. Conversely, manufacturing experienced a net loss of 67,000 jobs in
the same quarter. In 2020, the U.S Bureau of Labor Statistics researchers reported that
80.0% of businesses were classified in the service industry. Additionally, from 2020 to
2030, the service industry employment is expected to grow at an increasing rate of 1.38%
as a percentage of gross domestic product (GDP), whereas the manufacturing industry is
projected to have a -6.33% loss in employment over the same time frame (U.S. Bureau of
Labor Statistics, 2021). To add to the challenge, the Office of Advocacy (2023) reported
roughly only 48.9% of small businesses survive beyond 5 years. Consequently, there is a
widening gap between service and manufacturing industry growth, employment
projections, and small business sustainability needs.

Due to the rising demand for employment in the service industry and the
increased demand for these businesses to succeed in supporting the employees and the
communities they serve; the focus of this study will focus on cash flow management
strategies for service industry SME owners to sustain the business beyond 5 years. In
comparing current assets and current liabilities for service and manufacturing businesses,
Sharma et al. (2020) identified that service industries have limited inventory, therefore,

the current assets section of the balance sheet is greatly reduced and primarily focused on
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the cash and cash equivalent and accounts receivable line items. The reduction of this
one-line-item results in a significant difference between comparing cash flow
management strategies for manufacturing and service industry SME owners. In a post-
COVID-19 pandemic, qualitative research on cash flow management for SME owners
has been on the rise due to increased interest to identifying field experiences to assist in
modeling successful cash flow management strategies; however, the field experiences
have primarily focused on manufacturing SME owners instead of service industry SME
owners (Miron Sanguino et al., 2024). Therefore, additional research on successful cash
flow management strategies for service industry SME businesses could help SME owners
understand the impacts of various cash management strategies, make prudent financial
decisions to maintain operations, position the business for sustainability, and navigate
any future economic crisis.
The Working Capital Management Conceptual Framework

Working capital management (WCM) is an active financial management model
that balances the practical application of day-to-day management of short-term assets and
short-term liabilities. By managing short-term financial decisions, SME owners can
balance current and future financial demands for growth, cash flow, liquidity, risk
management, and leverage (Jensen, 1976, 1986). A company’s working capital can be
identified by examining and making decisions based on the current asset and current
liability sections of the balance sheet (Mann, 1918). See Figure 1 for a general
representation of a balance sheet. The current assets and current liabilities sections

represent areas of the business that are considered short term, less than 1 year. In



summary, current assets represent assets that can be quickly converted to cash within 1

12

year for use in the business and current labilities represent liabilities owed within 1 year.

Figure 1

Working Capital Management

Balance Sheet

Current Assets Current Liabilities
Cash / Marketable Securities Wages Payable
Accounts Receivable Accounts Payable
Inventory Notes Payable

Working Capital Management

Note. Working capital management is an active short-term financial management

approach examining short-term assets and short-term liabilities. Own work.

Working capital management has been examined by researchers and practitioners

to gauge the effectiveness and the impacts on companies across the world. To test the

relevancy of WCM, researchers have examined the role working capital management

decision have had on the business’s financial performance (Akgiin et al., 2021), improved

profitability (Amponsah-Kwatiah & Asiamah, 2021), better equity valuation (Boisjoly et

al., 2020), and increased efficiency (Meah et al., 2021). However, there is a lack of

implementation of working capital management practices in small businesses despite the

research. Holmes and Nicholls (1988) conducted a survey of 233 small business owners
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and discovered that of those surveyed only 20% of business owners produced a cash flow
statement internally at least annually and of those only 7.4% conducted a financial
statement analysis. Holmes and Nicholls acknowledged that many business owners may
have limited access to information or may lack the skills or tools necessary to implement
these financial management practices. Nonetheless, the positive impact has been proven,
and a small business owner could gain further insights best financial practices they could
employ to improve financial performance. In short, this topic warrants further
examination of its impact on financial sustainability for SME owners.
Evolution of Working Capital Management

Adam Smith, a pioneer in classical economics, originally introduced the concept
of a stock having two parts—the first part that generates revenue, known as capital, and
the second part that is available for immediate consumption (Smith, 1776). Smith
dissected capital further by first noting that capital is made of both fixed and circulating
capital. As the concept of fixed and circulating capital continued to evolve, the earliest
definitions of working capital were later published by Olaf A. Mann in the early 1900s.
Mann (1918) described working capital as the amount of money to finance a company’s
operations. It was not until 1947 when the Committee on Accounting Procedure of
American Institute of Accounts issued an Accounting Research Bulletin No. 30 defining
working capital (Duran et al., 2015). However, the bulletin was controversial between
academicians and accounting professionals. Over time, working capital management

research has evolved from an understanding of liquidity and financing in the World War
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IT era to utilizing working capital management for capital optimization, capital structure,
and the stimulation of cash flow in more recent years.

In the 1970s, Lawrence J. Gitman suggested the importance of estimating short-
term cash flow needs and first introduced the cash conversion cycle (CCC) as a
simplified way to determine minimum liquidity needed for ongoing expenditures or
during peak liquidity needs (Gitman, 1974). The CCC is often used in business finance
academia research to measure the efficiency of cash in working capital management.
About the same time, Jensen and Meckling (1976) produced seminal research that
demonstrated effective management of cash, accounts receivables, inventory, and
accounts payable are explanatory to a firm’s survival. Jensen and Meckling also
introduced topics such as corporate governance and agency theory on the impact of
working capital management. As research on working capital management continued,
academicians primarily focused on examining the impact of working capital management
on profitability and working capital management practices (Duran et al., 2015). Jensen
(1986) later introduced the impact agency theory which describes the conflict of priorities
or preferences between owners and managers. Jensen continued the discussion to
highlight the impact agency theory has ultimately on free cash flow. Free cash flow could
be defined as unobligated cash holdings (Masky, 2019). Typically, these cash holdings
are held until an investment opportunity becomes available or identified.

In the last 15 years, Hofmann and Kotzab (2010) introduced supply-chain
working capital management and suggested the importance of integrating operational

management strategies such as total quality management (TQM) and Six Sigma as a
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cross departmental strategy to increase efficiency in the cash-to-cash cycle. The author’s
empirical evidence has become the most cited article on working capital management
with over 2500 citations. This study has become a seminal work on supply chain working
capital management and has challenged practitioners and academicians to examine this
concept further.

In the last few years, following the COVID-19 pandemic health crisis, a period of
economic and financial uncertainty continued to challenge recovery efforts for SME
owners. Meanwhile, academicians refocused research efforts on working capital
management from performance-based measures to financial stability practices to evaluate
the empirical evidence on the impact working capital management has on businesses.
Mirdn Sanguino et al. (2024) conducted a ScIMAT review of literature on working
capital management prior to 2019 and compared it to a review of literature published
from 2020-2024. The researchers discovered 2040 articles on WCM were published up to
2019 and 1692 on WCM were published in the much shorter period from 2020-2024.
Compared to studies published up to 2019, 82% of the same number of studies on WCM
were published just between 2020-2024. Therefore, there was a significant rise in
literature regarding the impact of WCM on SME owners. The current studies seek to
examine the role of WCM in performance (Akgiin et al., 2021), survival (Arslan et al.,
2022; Bae & Lee, 2021), liquidity (Zimon & Tarighi, 2021), trade credit (Abuhommous
et al., 2022), profitability (Amponsah-Kwatiah & Asiamah, 2021), and business valuation
(Boisjoly et al., 2020). As is evident, WCM has been a highly examined framework and

considered an important role in cash management, especially for SME owners.
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Contrasting Cash Flow Management Strategies and Theories to WCM

Working capital management has been widely accepted as a fundamental business
finance management approach to manage capital. Working capital management involves
utilizing and analyzing financial statements (Bruwer et al., 2021), effective cash flow
(Dastoli, 2020), identifying positive net present value (NPV) opportunities (Jiang et al.,
2023), creating cash efficiency by examining the CCC (Meah et al., 2021), and
optimizing capital structure and capital budgeting to best fund the growth of the business
or project (Boisjoly et al., 2020). One drawback to working capital management is that it
requires understanding and time to analyze financial statements and financial ratios to
accurately interpret the information to make an informed financial decision (Holmes &
Nicholls, 1988, Tarjo et al., 2023). As a result, some SME owners have explored other
cash flow management techniques and strategies to make financial management decisions
including pecking order theory, trade-off theory, and organizational life theory.

Pecking Order Theory. SME owners who utilize pecking order theory approach
to make financial management decisions determine a priority of where to gain additional
capital and in what priority (Jaworski & Czerwonka, 2023). To understand how family
firms implement pecking-order theory, Jansen et al. (2023) conducted a survey of 277
family firms and analyzed 1087 financial decisions. The researchers conducted a
multinomial logit model to examine the priority of financial decisions and then analyzed
the data using an ordered probit method to examine the hierarchy of those choices. The
researchers discovered the family firms preferred first to exhaust internal funding sources

before accessing debt. The family firms would then prefer to reach out to family
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members for financing before reaching out to external sources, such as banks. This
approach is consistent with pecking order theory. Primarily, the family firms expressed
concern over loss of control when taking on debt and the importance of preserving the
business for future generations. Even though the pecking order theory can assist in
evaluating the priority of accessing working capital, it is insufficient in the evaluation of
capital budgeting and capital structure decisions (Jaworski & Czerwonka, 2023).
Consequently, if inefficient cash flow management exists, additional capital funds
provided could simply create even greater inefficiencies. Therefore, new SME owners
relying on pecking order theory solely would not be an advisable cash management
strategy to improve financial sustainability.

Trade-Off Theory. To further examine optimal capital structure and capital
budgeting management decisions, some SME owners consider utilizing a trade-off theory
management approach to cash flow. Jaworski and Czerwonka (2023) conducted a survey
of 2,820 SME owners in Poland to determine the best capital management approach. The
researchers conducted a static and dynamic panel analysis. Like the study conducted by
Jansen et al. (2023), SME owners primarily utilized a pecking order theory. However,
Jaworski and Czerwonka found that the SME owners utilizing trade-off theory
management offered better results especially for larger SME owners Therefore, smaller
SME owners who utilize the trade-off theory approach may consider identifying optimal
cash holdings and optimal capital structures to ensure financial sustainability. Similarly,
Jensen (1986) argued that inefficient capital structures could increase costs. To minimize

the financial risk during an unknown economic shock, SME owners may review and
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enforce appropriate current asset and current liabilities governing finance policies. On the
other hand, larger SME owners could more effectively apply capital structure decisions
and arbitrage strategies with larger enterprises. As a result, trade-off theory may be less
applicable to SME owners.

Organizational Life Cycle Theory. Another alternative capital management
theory is the organizational life cycle theory which focuses on capital structure and cash
flow management decisions primarily based on the stage of life of the business. Ramzan
and Lau (2022) conducted a study of 402 firms from 2000-2019 to determine the impact
of asset preferences during various stages of business on profitability. The researchers
conducted a panel regression analysis for each stage and discovered that SME owners
tended to focus on (a) cash and cash equivalents to total assets ratio and (b) account and
note receivables to total assets ratio. These ratios tend to be higher in the introduction life
cycle stage of a business. As the SME owners grow the business, these measures decline
as there is less reliance on credit and more cash invested in projects. The limit of this cash
management approach has a lack of clear direction in investing in positive NPV projects
and is subject to agency theory, which could lead to increased inefficiencies (Ramzan &
Lau, 2022). Conversely, organizational life cycle theory does underscore the importance
of prudent financial management at each stage of the organization’s life to minimize the
high risk of bankruptcy in the introductory and growth phases of the business. In
summary, organizational life cycle cash management is limited when identifying the best

ways to improve free cash flow within the first 5 years of an organization’s life.
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In conclusion, the best cash and capital management strategy is the one that best
supports the survival of the SME owner through short-term financial decision making.
Ultimately, the SME owner could position the business for growth. As a result, working
capital management could be an ideal cash and capital management strategy to offer
guidance to the SME owner on how to manage day-to-day cash demands while
prioritizing assets for growth.

Cash Flow Management Challenges

Cash flow management could contribute to the financial health of an SME as it
supports operations, sustains the company in poor economic conditions, and positions the
company for future growth opportunities. However, an SME owner could be limited in
corporate investment and investment opportunities when they are faced with limited
short-term financial constraints (Eskandar & Hadadi, 2022). The first step in effectively
managing cash flow is creating and using financial statements such as the income
statement, the balance sheet, and the statement of cash flows to provide insights to help
make short-term financial decisions. To explore this further, Bruwer et al. (2021)
reported that South African SME owners employed up to half of the national workforce,
however, statistics show that roughly 80% of the South African SMEs do not survive
beyond the third year. The authors primarily attribute the SME owner failure to
ineffective cash flow management strategies and the lack of using financial statements to
make financial decisions. A widely held assumption is that the primary alternative to
using financial statements is simply utilizing a bank account balance to determine cash

available. The lack of financial statements utilization for review and analysis could
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hinder SME owners from appropriately analyzing the business to ensure prudent financial
decision-making. By identifying key performance indicators (KPIs) and the most
effective cash management strategies, an SME could effectively manage their cash, make
sound financial decisions, navigate economic shocks, and position the business for
growth.

The recent COVID-19 economic crisis has caused many researchers and
practitioners to re-examine successful cash flow management strategies. Based out of
Nigeria, Ashiru et al. (2022) conducted semi-structured interviews with 42 business-to-
business (B2B) SME owners to understand how SME owners from in a developing
nation, where governmental grants or loans were not available, survived the economic
crisis caused by the COVID-19 pandemic. The participants shared various insights that
could be transferable. A few of the financial management strategies shared included
modifying payment terms for ongoing clients, remaining flexible as challenges arose,
cutting expenses where needed, cutting fees to secure new clients, and remaining
responsive to client demands. When zero governmental assistance was available, the
SME owners learned to innovate and remain resilient in the face of the challenges (Fares
et al., 2022). They used cash holdings through personal and business savings which
assisted in paying the business expenses necessary. Even when not profitable, SME
owners elected to refund money to clients when the client needed it to maintain the
relationship and instead inserted additional capital when needed. The SME owners and

the communities they served navigated and survived the COVID-19 pandemic as they
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were dependent on innovative solutions to maintain the business and supported each
other in the community they served.

One key indicator of a financially healthy business is the level of positive
unobligated cash flow, otherwise known as free cash flow. Overall, the statement of cash
flow provides a view of the cash generated from operating, investing, and financing
activities. Alternatively, some SME owners prefer the use of a monthly cash budget to
account for the expected revenue sources and the disbursements from the business (Jiang
et al., 2023). However, the Financial Accounting Standards Board (FASB) discourages
reporting cash flow from operations per share. Instead, the FASB requires using earnings
per share to ensure an accurate accrual basis of accounting to standardize reporting across
various companies and sectors (Masky, 2019). Furthermore, the use of cash basis
accounting could skew the numbers in the financial reporting and could create a
misleading narrative. Nonetheless, SME owners could benefit from examining the source
and frequency of cash flow to identify ways to improve or manage cash flow. If
successful, SME owners could experience more control and more successful navigation
during recessionary economic cycles when restricted access to capital occurs.

Free Cash Flow Relevancy

Free cash flow is often overlooked by practitioners and accountants; however, it is
a one key indicator of the financial health of a business (Maskey, 2019). Michael C.
Jensen originally introduced the concept of free cash flow in 1986. It is commonly
referred to as unobligated cash flow in excess of current expenditures and what may be

needed to invest in newly identified positive NPV projects (Jensen, 1986). Firms with
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substantial free cash flow can choose to make significant additional investments in
positive NPV projects, reinvest money in the business, pay employee bonuses, pay off
obligations, or pay a dividend to the SME owners’ shareholders. In essence, free cash
flow is cash free from obligations (Dogru et al., 2020; Masky, 2019). By examining the
free cash flow of a business, SME owners are more able to determine the health of the
company and utilize excess internal funds to fund projects, optimize growth
opportunities, and increase return to shareholders.

Free cash flow can be a more accurate measure of the SME owners’ cash flow
position than net income. Even though businesses, financial professionals, and
investment analysts examine net income, net income is not an indicator of cash available
to the business (Holmes & Nicholls, 1988). SME owners tend to make false assumptions
concerning the ability to meet shareholder demands and meet debt obligations (Dastoli,
2020). Additionally, an increasing number of investors measure free cash flow as a
measure of performance and examine it as a company’s financial health (Januarsi &
Sanusi, 2024). Therefore, a review of free cash flow as a viable measurement could
provide additional insights and the impact on SME owners.

Free cash flow could improve profitability and the market value of a business.
Januarsi and Sanusi (2024) conducted a study on free cash flow in terms of profitability
and dividend payout policies. The researchers examined data from 17 companies over a
10-year time frame. The findings confirmed a positive correlation between profitability
and dividend payout. Additionally, with increasing free cash flow, the relationship

between profitability and dividend payout improved. These researchers primarily
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revealed the impact high dividend payout has on free cash flow. This validation allows
SME owners, managers, and shareholders to understand the factors which could
significantly contribute to the increase of free cash flow and how it can translate into the
impact on the company’s market value.

A decline in free cash flow could inadvertently result in a higher return on
projects. When cash holdings are limited, SME owners tend to primarily focus on
investing in positive NPV projects; therefore, they potentially focus on the highest return
projects and disregard the lower return or negative NPV projects (Dogru, 2020; Suranta
et al., 2023). Conversely, SME owners who maintain less than optimal cash holdings
could also lead to adverse selection by SME owners declining other profitable projects
(Dogru, 2020). As a result, SME owners could limit their potential growth or cause the
company to grow at a slower pace.

Additionally, a decline in free cash flow could cause undue financial distress.
SME owners that maintain less than optimal cash levels could lead to excessive external
financing to fund projects or fund current assets to maintain operations (Hofmann et al.,
2022). The reliance on external financing could be riskier for startup businesses than for
more established organizations due to the fluctuations of revenues experienced by newer
businesses (Kenny, 2023). Additionally, by utilizing external financing, projects will
incur additional expenses or interest costs resulting in less profitability and increased
financial constraints. Furthermore, an increase in external funding reliance could result in
decreased overall return from operational activities (Nicolas, 2022). As a result, financial

managers in startup companies may consider various strategies to grow free cash flow in
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the early years of the business to increase reliance on internal funding and decrease
dependence on external financing as needs arise.

On the other hand, higher than optimal cash levels could lead to moral hazard. As
cash levels increase, SME owners tend to over-invest in suboptimal investments (Dogru
et al., 2020). Similarly, Jensen (1986) stated that company executives could invest excess
cash holdings in self-serving acquisitions with a negative NPV. As the free cash flow
increases, SME owners could incorporate financial governance protocols to minimize the
chance of investing in negative NPV projects or projects not fully aligned with the
business objectives.

Agency Theory Confflicts

Agency theory conflicts arise when an SME manager’s goals and objectives do
not directly align with the SME owners’ goals and objectives. Managers tend to make
decisions based on their needs or goals instead of the SME owners’ needs (Jensen, 1986).
As excess free cash flow is available, managers may consider investing in suboptimal
financial decisions such as negative NPV projects or projects that align with their
compensation structure rather than the best decision for the organization. As a result,
significant agency problems could exist in companies with larger cash accounts and free
cash flow.

To reduce agency problems when larger cash holdings and increased free cash
flow exist, SME owners could consider a few strategies. Initially, the SME owner could
directly align the managerial compensation to the SME owners’ objectives (Jensen &

Meckling, 1976). Most financial managers operate with an inherent level of elevated risk-
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taking (Musah et al., 2018). However, some financial managers are risk averse and may
be less willing to take risks (Jensen, 1986). For SME owners and financial managers that
tend to have a more aggressive WCM policy, their approach to capital management can
be reflected by leveraging more assets and allowing managers to make risky decisions
(Van Ness et al., 2020). SME owners with more aggressive WCM policies could be
identified as they tend to operate with the belief that more risk guarantees more return. In
contrast, SME owners with more of a conservative WCM policy restrict a manager’s
financial decision-making responsibility. Financially conservative SME owners prefer to
take more calculated risks, limit leverage, and increase current assets. In summary, the
SME owner could adopt the WCM policy that best aligns with their preferred approach,
which could better support and guide financial managers when making financial
decisions.
Leadership Impacts

The role of the leader in the success or failure of a business during the COVID-19
economic crisis has gained increased attention in the media and in research. There have
been several studies published to evaluate the effectiveness of SME leaders during the
COVID-19 crisis. Some of the key actions taken by leadership during the economic crisis
are the increased connection with their employees (Wendt, 2022) and the capability to
collaborate with shareholders (Gupta et al., 2024). Alternatively, the lack of leadership
and stakeholder collaboration could aid in business failure (Gupta et al., 2024). Thus, the

leader sets the culture. The leader determines the response of the organization, key
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actions that may need to be taken to collaborate with shareholders and establishes the
basis of financial decisions in the current marketplace.

Prudent decision making is primarily accomplished through authentic leadership
which considers the greater good of the organization while not exploiting the self-
interests of the owners or managers. Some of the key personal attributes identified in
recent research included the ability for leaders in maintain persistence in achieving goals
(Brandstitter & Bernecker, 2022), grit (Silalahi et al., 2023), resilience (Chadwick &
Raver, 2020; Fares et al., 2022; Mukherjee et al., 2023), self-efficacy (Najib et al., 2021),
and financial literacy (Riepe et al., 2020). The leader’s ability to possess these attributes
during the COVID-19 crisis enabled them to remain calm in the face of uncertainty, to
make prudent decisions, and gain foresight to pivot business products or services to
ensure ongoing cash flow. As a result, authentic leadership with strong personal attributes
could greatly influenced the prudent financial decisions and how the employees and
shareholders responded during the crisis.

Furthermore, current leadership studies have revealed the importance of strategic
leadership which requires external attributes to be successful as well. For example, a
leader’s personality (Zheng et al., 2022), entrepreneurial motives (Murnieks et al., 2020)
and how to be a proactive entrepreneur (Van Ness et al., 2020). Additionally, there have
been increased research on the dynamic capabilities of leadership and the effects on
strategic leadership (Dejardin et al., 2023; Fares et al., 2020; Gupta et al., 2020).
Moreover, Morawczynski (2020) conducted a study on what attribute venture capitalist

use in Poland to prioritize their investments in SME owners. Honesty was considered the
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highest value they look for in an SME owner. In summary, the effective role of a leader
goes beyond a leadership style and includes the whole person including emotions,
personality, motives, relationship management, and personal beliefs.

Application of Cash Flow Management Strategies

Efficient working capital management could produce a financially healthy
organization (Akbar et al., 2019). WCM includes both internal and external determinants.
According to Sharma et al. (2020), the internal factors include corporate policy,
operational efficiency, business growth, profitability, access to credit, and business size.
The author also described external factors that include regular business cycles, changes in
technology, adjustments to price levels, and changes in taxation policy. An SME owner
could make financial decisions to improve liquidity, sustainability, and free cash flow by
understanding internal and external factors. Financial sustainability is one of the most
crucial challenges in business (Simon et al., 2021). For purposes of this study, SME
owners’ success is a measure of sustainability beyond a fifth anniversary with sustainable
free cash flow.

Working capital management could identify successful cash flow management
strategies for SME owners. Laghari et al. (2023) conducted a study examining 20,288
listed nonfinancial firms in China. The empirical evidence shows that cash flow metrics
significantly improve performance, especially for low leverage firms. This research
provides significant evidence that cash flow management is heavily influenced by
working capital management practices. Therefore, this serves as just another basis for the

significance of this study.
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Proper cash flow management strategies could enhance financial performance. By
identifying effective strategies centered around liquidity and profitability, SME owners
could gain insights and aid in data driven decision making (Laghari et al., 2023). Boisjoly
et al. (2020) described WCM as a way for the firm to increase liquidity by examining
variables such as cash, securities, accounts receivable, and inventory. Additionally, Lin
and Wang (2021) found the WCM directly impacts liquidity and profitability, and Hassan
et al. (2023) advocated for the use of WCM to employ efficient WCM strategies in
improving performance. WCM is proven to assist leaders in making prudent short-term
financial decisions. As a result, SME owners could consider WCM techniques to improve
liquidity, profitability, and performance.

Conversely, SME owners who manage their cash flow too conservatively could
limit growth opportunities and innovation. Similarly, Duran et al. (2015) described
working capital management as playing a valuable role in successful financial
management. For example, if a business has poor working capital management, it is at
risk of bankruptcy or could place the business at significant financial risk due to its
inadequate or inefficient capital structure (Duran et al., 2015). A reduction in expenses or
the willingness to not take risks financially could inadvertently create operational
inefficiencies and cost more indirectly. Therefore, SME owners could benefit from
intentionally reviewing their cash flow management strategies.

Cash flow forecasting is an art and a science. SME owners that have been
established beyond 5 years could have a record or established guidelines to conduct cash

flow forecasts. However, SME owners with less than 5 years of operation may not have
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the same insights. Cangoz and Secunho (2021) advocated improving cash flow
forecasting through improved accuracy, established horizon, and updated frequency.
Whereas Salas-Molina et al. (2023) highlighted a new taxonomy based on six main cash
flow dimensions. The authors narrowed it down to primarily the model used, types of
cash flow processes considered, costs used, and objectives of the SME owners. No matter
the method used, SME owners could gain incredible insights through cash flow
forecasting for opportunities ahead but to also minimize the chance of an impending
failure as well. By learning the art and science of cash flow forecasting, SME owners can
also potentially navigate current and future marketplace challenges.

Capital budgeting, capital structure, and the long-term impact on capital
investments could be explored further. Meah et al. (2021) advocated SME owners with
limited liquidity or high-growth firms could utilize an optimal capital structure to
maximize profitability. Even though short-term profitability evaluation is effective, SME
owners should not neglect the long-term impacts of those decisions. Sustainability for the
first 5 years of a business is contingent on the ability of the business to fulfill short-term
obligations, those of a year or less in maturity. However, long-term impacts of short-term
decisions could be explored further by academicians and business practitioners.
Corporate Financial Policy

Corporate financial governance plays an essential role in maintaining corporate
standards and best practices. Without adequate corporate governance oversight,
misallocation of funds could place a strain on the shareholders (Ashiru et al., 2022). To

measure the significance of the deviation of policy changes on an SME, Tarkom and
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Ujah (2023) measured the standard deviation changes in policy with working capital
days. The study revealed that just a 1% standard deviation equated to an adjusted increase
of an average of seven working capital days. The significance of changes in corporate
financial policy could be significant and not always reflected immediately. Therefore, a
corporate financial policy could provide guidance and support to the employees and SME
owners in financial decision making.

A corporate financial policy can include the timing of distributions or dividends to
shareholders, utilization of credit, and an investment policy statement to determine the
level of debt management and liquidity risk. Business owners can make systematic
financial decisions with an appropriate corporate governance policy (Jensen, 1986).
However, SME owners are subject to System 2 thinking (Tunstall & Beymer, 2017).
System 2 thinking relates to making quick decisions based on a fight-or-flight response.
Furthermore, Tunstall and Beymer (2017) warned that System 2 thinking processes are
unreliable when making complex decisions quickly and could cause the owner or finance
manager to make decisions based on current emotions or irrational thoughts. To
counteract the impulse to make difficult decisions irrationally, the business owner or
finance manager could rely on a corporate governance policy to guide crucial financial
decisions.

One of the key financial challenges facing SME owners is managing the ongoing
liquidity of the business. When and how to issue distributions to owners and shareholders
and take on short-term credit can significantly alter the amount of liquidity available to

maintain positive cash flow (Abuhommous, 2022). Conversely, too much liquidity could
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cause the firm to become inefficient in its cash flow management and yield lower returns
than desired. Therefore, corporate governance policies should be in place to support the
business, such as a company credit policy and a company dividend policy (Boisjoly et al.,
2020). The company’s credit policy suggests appropriate criteria when it is appropriate to
pull from a credit line or take out a note, and the company dividend policy suggests the
timing and appropriate shareholders when making appropriate dividend payments. By
making the decision prior to the distribution, SME owners could ensure decisions are
made logically and not with mixed motives or agendas. As a result, the corporate credit
and dividend policies suggest appropriate ongoing liquidity needs to maintain positive
cash flow.

A corporate policy could help establish, adopt, and employ the preferred WCM
policies. For example, WCM policies can be considered conservative, moderate, or
aggressive. Aggressive WCM policies tend to use a lower current asset with higher
liabilities, which has been proven to promote performance but could adversely impact
liquidity and inventory in a down economy (Jensen, 1986). Conversely, a conservative
WCM policy opts for more investment short term in current assets and limit the reliance
on liabilities for growth (Mir6én Sanguino et al., 2024). The result could be lower
performance, but lower associated risk in a down economy. To offer a mixture of both
strategies, moderate WCM policies tend to balance risk and liquidity. This policy is best
for companies interested to cover operating expenses but investing in high returns (Zimon
& Tarighi, 2021). By establishing the corporate financial policy upfront, SME owners

could limit the chance of possibly making poor financial decisions, using System 2
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thinking to make a rash decision, and to communicate your preferences to the employees.
In short, the type of WCM policies a company or industry chooses could affect
performance, value of the company, and associated level of risk.
Financial Statement Analysis

Financial statement ratios are tools used to evaluate how effective the SME owner
could be managing various financial metrics, measures, and how they may compare to
other companies in the industry. Financial statement ratios primarily include liquidity
ratios, asset management ratios, profitability ratios, debt management ratios, and market
value ratios (Tarjo et al., 2023) Holmes and Nicholls (1988) advocated SME owners to
use financial ratios in their analysis to support data driven decision making. Financial
statement analysis allows SME owners to better enhance the quality of their decisions,
remove any bias, and eliminate the impact of a rash decision caused by emotion or by
circumstances. Furthermore, Akgiin et al. (2020) examined how utilizing various
financial ratios involving working capital management such as return on assets (ROA)
and return on equity (ROE) identified how to improve financial performance and increase
sustainability. By utilizing financial ratios, SME owners could retrieve practical financial
information to compare themselves to competitors on key financial metrics and make
better day-to-day and short-term financial decisions.
Operational Efficiency

The CCC is a crucial measure to evaluate operational efficiency in WCM. The
CCC examines how efficient the business is from the initial sale to the final payment for

a given product or service (Gitman, 1974). Hassan et al. (2023) advocated a shorter the
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CCC is directly related to enhanced performance. Additionally, Prasetyo and Yudoko

(2021) exposed 14 ineffective activities of a business which could cause negative cash
flow and negative CCC. The authors advocated improvements in inventory production,
receivable management, payable management, and cash flow control through operational
efficiencies. The SME owner starts the CCC with a payment of the raw materials
purchased to create inventory to be sold to the customer. The cycle is completed when the
SME owner receives the final payment from the customer. The SME owner could
complete the CCC in one day or up to a year or more. During the CCC and prior to
receiving the final payment, the SME owner still maintains expenses such as overhead,
inventories, production, distribution, and account payables, among other expenses. A
longer CCC can increase the demand of additional liquidity needed to maintain
operations, which if unaccounted for could cause financial distress. Conversely, a shorter
CCC builds momentum as revenue is earned and profit is received in a shorter number of
days. Therefore, the objective of an SME owner could be to maintain a short CCC cycle
to improve liquidity.

The CCC improves profitability and liquidity. To examine the impact of CCC on
profitability, Meah et al. (2021) conducted a study with 108 firms and found shortened
inventory and outstanding sales could yield higher profits. However, the days in payables
did not significantly affect profitability. Furthermore, cash and liquidity are vital in the
success of a business during a financial crisis as resources are needed to sustain and
maintain the business. Hoffman et al. (2022) conducted a survey with over 2111 stock-

listed firms and indicate that days sales outstanding and shorter inventory days equated to
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better performance. Additionally, Gunay (2021) recommended service sector SME
owners consider supply chain management when streamlining operations to improve
efficiency. By shorting inventory days and the days sales outstanding, an SME owner
could directly impact on the liquidity of the business and improve profitability. A faster
CCC builds momentum and in turn could build profitability but immediately re-investing
the revenue received into additional inventory for sale.

Crisis Management (COVID-19)

Inevitably, SME owners will experience a financial or economic crisis at some
point during the first 5-10 years. Uncertainty drives risk in the marketplace and could
cause fears to emerge that affect decision making if not addressed. Some internal risks
include slower revenues, business management issues, or a lack of funds to operate the
business. Additionally, external risks could occur as well through economic slowdowns,
interest rate adjustments, changes in technology, or competition. The higher the
uncertainty; the higher the risk. (Wang et al., 2023). Alman’s Z is a frequently cited
bankruptcy prediction model for manufacturing companies, which could predict up to
95% of bankruptcies one year prior to the event (Guinawan et al., 2022). de Oliveira and
Basso (2024) found that Altman’s Z was a significant predictor of credit risk. SME
owners can gauge risk appropriately to support risk management strategies.

Preparation and prevention strategies tend to further enhance an SME owners’
survival rate during times of a crisis. Bae and Lee (2021) found managing current assets
and liabilities supported the survival of SME owners operating less than 5 years.

Additionally, Arslan et al., (2022) promoted innovation by pivoting to new or different
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services for service-related industries. Furthermore, Vito and Gémez (2020) advocated
for SME owners to stress test their financials by estimating a drop in revenues of 50% -
75% to access how long the organization could maintain expenses. The stress test offers
insights to the SME owners just how long it would take the organization to exhaust cash
holdings. Lastly, SME owners could identify a cash flow survival strategy to employ in
times of crisis such as modifying payment terms, extending payables, or revisit variable
or fixed costs (Islam et al., 2020). SME owners who have weathered the COVID-19
pandemic could explore how they may respond differently in the future if or when
another health crisis or other economic or financial crisis may occur. By preplanning and
identifying prevention strategies, SME owners could position themselves to navigate any
future crisis whether internally or externally. As a result, preparation and prevention are
key considerations to employ.
Cash Flow Management Impacts
Access to Capital

SME owners that depend on credit lines to assist with the monthly cash flow or to
bridge their long CCCs found themselves in a limited cash position without notice in
2008 (Akbar et al., 2019). During the Great Recession, access to credit decreased
significantly for SME owners as banks reduced or eliminated credit lines for SME
owners to reduce their exposure to financial risk in the marketplace. With minimal cash
available, many SME owners became financially unsustainable and closed the business
with enormous debt and unmet promises (Akbar et al., 2019). Conversely, innovative

companies with cash available found additional products to sell or different markets to



36

approach existing products to remain viable in the marketplace. As a result, SME owners
should ensure an appropriate cash level in the event access to credit becomes limited or
unavailable due to the current economic or government policy conditions at the time.

Access to credit is limited in some demographics, such as minorities or women
business owners. Limited access to credit could cause a lack of available funding to
pursue prime business growth opportunities or partnerships (Martinez-Sola et al., 2024).
Furthermore, a lack of capital could also delay the production and distribution of products
or services to the market, which results in a potential loss in sales. Martinez-Sola et al.
(2024) also expressed the concern that SME owners that rely too heavily on lines of
credit or loans could become vulnerable during challenging economic times. Many SME
owners rely more heavily on personal credit lines, partners, or investors to further their
growth, which can potentially limit growth depending on the availability and accessibility
of capital. As a result, SME owners should increasingly rely on WCM practices to
increase internally generated funds to fund ventures and expand market share.

The management of SME growth becomes a challenge depending on the size,
speed of growth, and maturity of the business. A company’s growth could require
additional expenses such as increased personnel, technology, office space, inventories,
and vendor relationship (Chammassian & Sabatier, 2020). If the business has a demand
of cash flow more than the business can provide in the short run, then the business could
pose a risk on a short-term basis. Furthermore, growth could cause a greater demand than
the current personnel could handle, which could cause stress to existing personnel and

change the company culture (Office of Advocacy, 2018). SME owners should evaluate
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managing growth, the size, growth rate, and liquidity to ensure the business can sustain
the anticipated short-term growth.
Profitability

In a study of all firms available from 1990-2017 from the Center for Research on
Securities Prices (CRSP) and S&P’s Compustate, Boisjoly et al. (2020) examined
working capital management using ordinary least squares regression to find ways to
improve financial performance, profitability, and cash flow generation. The researchers
found that firms who engaged in consistent working capital management practices
resulted in improved performance and ultimately increased the market value of the
business. Therefore, the researchers reinforced the importance that SME owners
implement working capital management practices to improve the internal KPIs and
experience an increase of external value from the marketplace.

Profitability supports a company in maintaining short-term financial health with a
long-term focus. If a company is operating from an account accrual basis versus a cash
basis, the financial statements could misrepresent the company’s realized profitability
(Said & Doll, 2021). Additionally, Breier et al. (2021) conducted a semi-structured
interview with six hospitality industry business leaders and discovered that one of the
reasons SME owners survived was because of their willingness to create new streams of
income to increase additional cash holdings. Specifically, an SME owner could show a
profit on the income statement but have negative cash flow may not be able to pay the
monthly obligations if accounts receivable are not received in a timely manner. If a

company operates from a monthly cash build perspective, then the company could
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maintain sustainable growth (Najib et al., 2021). Therefore, the frequency and level of
monthly cash flow into the business can result in either minimal or excess working
capital for sustainability and growth.

SME owners with a larger profit margin tend to have better cash flow than SME
owners with smaller profit margins. As SME owners began to recover from the Great
Recession of 2008, many managers found themselves risk-averse and SME owners
operated with a protective or defensive mindset (Najib et al., 2021). Conversely, SME
owners who continued innovating operated with a growth mindset and found various
opportunities to evolve and adapt. Firms with increased retained earnings, liquidity, and a
higher operating cash flow could navigate the liquidity challenges at that time. Higher
operating cash flow created a decreased demand for external financing to maintain
operations and positioned the company for growth.

Financial sustainability is a crucial measure and critical challenge in business to
minimize the use of external funding and investing in negative NPV projects. Identifying
financial distress signals and strategies to minimize financial risk are essential to maintain
SME financial health and sustainability. Akbar et al. (2019) conducted empirical
evidence on firm-cycle theory concerning the riskiness of investments and the risk of
bankruptcy. The authors conducted regression models using the panel-fixed and random-
effect models to examine the riskiness of strategies with the business’s life cycle. The
authors concluded that managers should avoid the overuse of external funding and limit

investing in negative NPV projects during the introductory phase. Therefore, an SME
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owner should minimize risky or negative NPV projects in the introductory stage of the
business to increase the probability of maintaining profitability and sustainability.

SME owners could improve performance and profitability by implementing
working capital management practices more significantly than larger firms (Boisjoly et
al., 2020). SME owners that implemented working capital management techniques
increased the efficacy of internal funds and attracted external funds from lending
institutions and investors. SME owners could measure financial sustainability by
consistently producing profitability, market value, economic value, and social support to
the community. A sustainable social SME owner could incorporate social impact with
operations and resources for maximum impact (Gupta et al., 2020). Therefore, many
SME owners could intentionally identify working capital management techniques,
profitability, and social impact initiatives at the beginning of the planning stages of the
company to position the business for growth at the launch of the business.

In conclusion, successful SME owners implement cash flow management
strategies to sustain the organization and meet the objectives of the shareholders. Cash
flow management strategies can be influenced by external and internal factors, which can
be learned or outsourced. Although many researchers focus on quantitative factors of
SME growth, qualitative factors are just as vital to explore to understand the motivations,
priorities, and actions taken by SME owners. With the recent increase of qualitative
studies undertaken to understand how SME owners make financial decisions, there has
been an increased academia interest in the topic of cash flow management and feedback

from SME owners directly would be welcomed. As a result, this study will focus on how
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successful SME owners make cash flow management decisions and address what factors
may influence or drive those financial decisions.
Transition

In Section 2, I focused on reviewing the professional and academic literature on
various aspects of WCM, cash flow management strategies, and the impact of successful
cash flow management for SME owners. Initially, the review of literature started with
exploring the evolution of the WCM conceptual framework and contrasting cash flow
management strategies and theories such as pecking order theory, trade-off theory, and
organizational life theory. Next, I explored the challenges of cash flow including
leadership and governance on free cash flow. Lastly, I explored the application of cash
flow management regarding corporate financial policies, financial statement analysis,
operational efficiency, and crisis management. To sum up this section, I reviewed how
the application of a WCM strategy can impact access to capital and profitability.

In Section 3, I discuss a comprehensive explanation of the project’s ethics as my
role as a researcher and more specific details of the study, including participants, research
methods, research design, interview questions, data organization, data analysis, data
collection techniques. Lastly, I examine the reliability and validity of the study. By
exploring each area, I could more comprehensively ensure the study is conducted
properly and effectively attributes to the literature on this topic.

In Section 4, I review the findings and conclusions from the research conducted. I

present the findings and identify business contributions and recommendations for
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professional practice. I end this section with implications for social change and

recommendations for future research as I conclude this project with a concise summary.



42
Section 3: Research Project Methodology

In this section, I provide a comprehensive explanation of the project ethics as my
role as the primary researcher, along with more specific details of the project, including
participants, research methods, research design, interview questions, data organization,
data analysis, and data collection techniques. Lastly, I examine the reliability and validity
of the project. By exploring each area, I could ensure the project was appropriately
conducted and effectively attributed to the literature on this topic.

Project Ethics

As the researcher, I was responsible for identifying the most appropriate research
question and, consequently, the most appropriate research method, research design, and
process to collect, analyze, and interrupt the findings. In qualitative research, the role of
the researcher is the primary instrument (Merriam & Tisdell, 2016). Yin (2018) expressed
the need for the researcher to be transparent and proactive in identifying and minimizing
the impact of potential biases. Using a systematic process, Merriam and Tisdell (2016)
stated that the researcher can trust the process in identifying and analyzing the findings
by thematic analysis. As the research instrument, [ was proactive in identifying and
minimizing the impact of potential biases, being transparent in my systematic process,
and exploring unusual responses while conducting the interviews by seeking clarification
to ensure an accurate interpretation of the data was collected.

My interest in this topic stems from having served SME owners in the financial
services industry for over 25 years as a CERTIFIED FINANCIAL PLANNER™ professional.

In my experience, I have observed business owners struggle in the first 5 years of
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operation while observing other SME owners succeed. Unfortunately, financially failing
businesses resulted in causing financial distress to the SME owner’s finances because
most SME owners carry the heavy financial burden of maintaining business and personal
expenses. Many SME owners invested personal assets, assurances, or collateral to start or
maintain the SME and quickly re-invest any profits achieved to grow the business. As a
result, SME owners often delayed family needs, vacations, or retirement contributions to
start, maintain or grow the SME. Furthermore, I have served as a finance program
coordinator and professor at a 4-year university for 8 years and have observed firsthand
the increased interest of Generation Z students in starting a business while being prudent
with their finances. Consequently, I wanted to explore successful cash flow management
strategies to equip current SME owners and empower younger generations to grow and
build successful businesses for a thriving future for their families, future generations, and
the communities they serve.

For qualitative research to be effective, researchers must hold themselves to the
highest integrity and ethical standards. Ethical research is the foundation of valuable,
reliable, and significant research (Merriam & Tisdell, 2016). The National Commission
for the Protection of Human Subjects in Biomedical and Behavioral Research
(NCPHSBBR, 1979) published The Belmont Report to provide ethical guidelines to
researchers. In this report, the authors provided ethical principles to ensure the well-being
of the participants in a study, and the highest ethical standard is applied to safeguard
information and protect participants from any harm. I adhered to the principles outlined

in The Belmont Report to hold myself to the highest ethical standards.
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Prior to Walden Institutional Review Board (IRB) approval, I identified potential
partner organization owners, contacted them via email, and received a signed site
agreement authorizing research activities with the organization. Once the partner
organization agreements had been signed and received and the IRB approval was granted,
the second step was to reach out by email to invite individual interviewees to participate
in the study and request an email consent using the Business Leader Interview Consent
Form for DBA Case Study. If a participant chose to withdraw from the project, the
participant could communicate their interest to stop with the researcher verbally or by
email. At the time of notice, the researcher would immediately stop conducting additional
research and destroy any data obtained during the process. To ensure the information
from partner organization owners were free of personal bias or motives with the clear
intent to assist other SME owners and their communities, there were no financial
incentives for participating in this study. However, a summary of the findings was shared
with each participant.

The Belmont Report (NCPHSBBR, 1979) set the standard to protect the
confidentiality of human subjects in conducting ethical research. Outlined in the report,
the authors offer clear guidance to protect the subjects by respecting each participant,
disclosing risks or benefits in conducting or participating in the research, and justice not
to bear the burdens of research. To ensure the ethical protection of the organizations,
participants, and locations, a naming convention was used to refer to the participants
during the research and in the findings report. The naming convention was in the order of

the interviews conducted and resulted in the name of SME 1, SME 2, SME 3, and SME
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4. Any data, notes, audio recordings, or documents collected for research purposes will
remain on an encrypted hard drive and stored in a secure, locked filing cabinet. The data
will be stored for a minimum of 5 years to protect the confidentiality of the participants.
After the designated time, the data will be appropriately destroyed to maintain
confidentiality.

This study was approved by the Walden University IRB via approval number 02-
06-25-0745908, which expires on February 5, 2026.

Nature of the Project

A qualitative methodology is a more accurate research method to interpret the
subjective meanings behind the interview questions. Yin (2018) suggested qualitative
methodology could offer a deeper understanding of the research question. Similarly,
Merriam and Tisdell (2016) described qualitative research as focusing on the quality or
nature of the researched question and provides an opportunity to understand a smaller
participant group. As the researcher of this project, my intent was to accurately
understand and interpret the experiences of SME owners. As a result, a qualitative
method will be the appropriate research method for this study to understand the
experiences of successful SME owners in maintaining financial sustainability beyond the
first 5 years in business.

A multiple case study research design is appropriate to explore the phenomenon
by comparing target populations’ experiences focused on the same topic (Merriam &
Tisdell, 2016). Moreover, Yin (2018) stated that case study design is most appropriate in

various disciplines, especially in business, to obtain a holistic, real-world view in a
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flexible environment. To gain a more thorough view, Johnson et al. (2020) suggested

asking questions consisting of what, when, and how with a contemporary focus in a

flexible environment. For this study, I adhered to this guidance to ensure an accurate and

full account of the phenomenon from the participant’s lived experiences. As a result, a

multiple case study research design is the most appropriate design for this project.
Population, Sampling, and Participants

In this project, I conducted a multiple case study comprised of a minimum of four
SME owners or the designated CFO. In order to determine eligibility for participation in
the project, each participant met each of these criteria: (a) proven to have financially
sustained a service sector business beyond the first 5 years of operation, (b) operated in
the Dallas / Fort Worth, TX metroplex, (c) acknowledged by email their consent to
participate, and (d) meets the definition of a small business as defined by the SBA.

After obtaining partner organizations’ signed site agreements and IRB approval, I
identified participants in the project and collected contact information. The primary
strategy involved examining the Dallas Business Journal company ranking reports and
through my existing professional network of contacts through professional associations,
affiliations, and LinkedIn connections. By utilizing the criterion-based selection sampling
method, I was able to qualify the participant for the project specifically. Upon qualifying
the participant based on the eligibility criteria, my approach was to directly email the
participant by using an invitation template to invite them to participate in the study and
obtain an email acknowledgement consent of the Business Leader Interview Consent

Form for DBA Case Study form to participate.
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A good working relationship with a participant starts with trust. A trusting
relationship with the participants aids the researcher in ensuring full engagement during
the interview and affirm to the participants that the information shared will remain
confidential (Pyrczak & Bruce, 2017). Trust was established by being consistent in
communication, execution, and following through as promised (Liao & Hitchcock, 2018).
To establish a trusting relationship with the participants, I was transparent with the
research process, describing how confidential information will be secured, and how long
the data will be maintained. The face-to-face interview was conducted at their place of
business or by a Microsoft Teams virtual video meeting as it was comfortable and
convenient for the SME business owner in a post-COVID-19 environment. A systematic
process of the semi-structured interview protocol (see Appendix) was created to provide a
consistent structure and integrity across all the interviews. By being straightforward in
my process and clarifying the protection of the information for the participant, [ was able
to create a comfortable environment which allowed the participants to become more at
ease and fully engaged in conversation to share their lived experiences to aid in collecting
meaningful data.

Qualitative researchers use various methods to ensure data saturation. Data
saturation is the point in the data collection process when no additional or relevant data
themes are collected (Johnson et al., 2020). To achieve data saturation through a multiple
case design study, the researcher collects data until no new data or themes emerge (Fusch
et al., 2018). In identifying an appropriate sample size for this multiple case study, Stake

(2006) recommended not fewer than four case studies be used to ensure enough
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interactivity exists but not more than 10 case studies in a multiple case study to minimize
complexities. Similarly, Yin (2018) recommended having from one to 10 cases in a
qualitative multiple-case study based on relevant experience on the topic. Conversely,
Guest (2020) conducted an empirical study to estimate data saturation and to assist
qualitative researchers in determining sample size. Using this simple method, researchers
can measure data saturation until <5% of new data themes occur achieving data
saturation (Guest, 2020). The findings revealed that eight data sources consisting of semi-
structured interviews, company documents, or archival data could be sufficient to achieve
data saturation. Based on these recommendations, I will identify the appropriate sample
size by starting with four primary data collection points of semi-structured interviews of
service sector SME owners or their CFOs along with requesting additional qualifying
secondary data sources company or archival documents from each participant to
triangulate the data and aid in measuring data saturation until <5% of new data themes
were achieved.
Data Collection Activities

As a qualitative researcher, I served as the primary data collection instrument. The
primary data were collected by asking nine interview questions to eligible participants
using a semi-structured interview process as outlined in the Appendix. The data
collection process began with preplanning to examine the research question (Merriam &
Tisdell, 2016), and the interview questions to ensure appropriate unbiased questions were
utilized (Johnson et al., 2020). The semi-structured interview protocol uncovers a more

accurate understanding of the research focus to gain clarity in setting a policy for
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professional practice, provide a more consistent process to follow to be sure the most
critical questions are being asked with each participant, and ensure consistent data is
collected with the research focus (Stake, 2010). Lastly, I gathered additional secondary
data through company or archival documents as participants deemed it appropriate to
verify the answers provided. As a result, these techniques allowed me the opportunity to
ensure accurate data were collected.

A researcher can ensure reliable data collection with proper preparation. Before
the interview, I approached the interview first by being self-reflective to minimize any
personal bias and beliefs as suggested by Yin (2018). During the interview, I was mindful
of the nonverbal cues to determine whether the participant was uncomfortable or if they
did not entirely understand the basis of the question asked. If they were unsure, then I
attempted to paraphrase the question and re-asked the appropriate question. After the
interview was over, I asked the participant for any company or archival documents they
could offer to further validate their organizational success and aid further in my research.
Then, I proceeded to thank the participant for their time and willingness to share their
insights and lived experiences. Immediately following the interview, I set aside roughly
an hour to make any additional notes or observations identified or clarify any previously
taken field notes.

The interview location was on-site at the SME owner’s business or through a
Microsoft Teams virtual meeting as it was comfortable for the participant. With the
interviewee’s permission, an audio recording of the interview was conducted with my

iPhone 11 audio recorder and a db9Pro USB recorder to ensure an accurate recording of
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the information shared and increase the reliability of the data collected. The interview
protocol and the interview questions are found in detail in the Appendix. The abridged
version of the interview was as follows: (a) welcomed the participant to the interview,
introduced myself and my role in the study to the participant, and thanked the participant
for their willingness to schedule a time to meet with me, (b) acknowledged participation
consent provided by email prior to the interview, gave the participant a copy of the
consent form email, and answered any questions, (c) requested the participant to turn off
any mobile devices and asked for participant consent prior to starting the audio recording,
(d) began the interview by asking the interview questions in the order noted in the project
and followed up each question as necessary for clarification or expansion, and (f) thanked
the participant for their time and reviewed the next steps for the member checking
process.

Member checking is one method of data triangulation that was used in this study.
Member checking is the process of having the participant confirm the accuracy and
interruptions of their answers given during the semi-structured interview (Merriam &
Tisdell, 2016). Member checking is essential to ensure accurate construct validity of the
data (Yin, 2018). To strengthen validity, I used member checking to ensure accurate
interruption of the data collected by the participant.

The reliability in the data collected is essential to ensure data consistency and
possible replication for future studies conducted (Saldana, 2016). The reliability of the
study could be strengthened by utilizing consistent data collection processes (Natow,

2020). A case study offers an opportunity to collect data from multiple sources,
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strengthening the accuracy of the findings, and enhancing data triangulation (Yin, 2018).
By triangulating the data, I was able to enhance the reliability and validity of the data
collected.

Interview Questions

1. What cash flow management strategies have been utilized to sustain your
business?

2. What priorities drive your financial decisions when making cash flow
management decisions?

3. How do you modify your cash flow management strategies during a financial
shortfall or economic crisis?

4. What key business financial disciplines or corporate governance do you have
in place that assist you in implementing your cash flow management
strategies?

5. How do you utilize unobligated cash to sustain your business?

6. Share what strategies you use pertaining to lines of credit or the use of debt.

7. What were the key barriers to implementing your organization’s cash
management strategies during the first 5 years of operation?

8. How did you address the key barriers to successfully implement cash
management strategies during the first 5 years of operation?

9. What else would you like to add or share about your organization’s cash flow
management strategies to sustain operations during the first 5 years of

operation?
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Data Organization and Analysis Techniques

A transparent data organization strategy was vital for keeping track of data,
documenting notes, and organizing the appropriate data collected. The data collected
were categorized based on the order of the interviews conducted using the applicable
identifiers such as SME 1, SME 2, and SME 3, and SME 4. Additionally, a data
collection log using Microsoft Excel enhanced the data's reliability (Pyrczak & Bruce,
2017). The data collection log was maintained regularly to track such data's completion,
use, and storage. Furthermore, all written data, notes, and writings regarding this study
were recorded using Microsoft Word. All data were encrypted and stored electronically
on a secure hard drive locked in a filing cabinet for 5 years. After completing the 5-year
retention window, I will remove the data and destroy it as appropriate.

Data analysis and collection ran concurrently. Qualitative researchers use
triangulation in their data collection to ensure a high standard of research rigor exists to
conduct a quality study on the given topic (Johnson et al., 2020). Data triangulation can
include multiple data sources from different perspectives (Yin, 2018). I collected data
using semi-structured interviews and company or archival documents to support the
information shared in this study. Once collected, qualitative researchers approach data
from an inductive and deductive analysis approach (Merriam & Tisdell, 2016). For this
study, I used inductive and deductive approaches to conduct a thematic analysis of the
data. I utilized the Computer Assisted Qualitative Data Analysis (CAQDAS) software

NVivo 14 to enhance the thematic analysis process.
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In qualitative research, thematic data analysis is an iterative process. Data analysis
is a process of identifying, analyzing, and interpreting various data sources to find
patterns and themes in the qualitative data collected (Stake, 2010). The challenge with
qualitative data analysis is that it does not follow a predetermined process; however, the
art of qualitative research allows qualitative researchers to decide how best to orchestrate
the iterative process to analyze the data collected. By following a systematic process, the
qualitative researcher can increase the reliability and validity of the data analysis (Yin,
2016). The process I used to conduct the thematic data analysis was the five analytic
phases described by Yin (2016). The five-phased cycle includes: (a) compiling, (b),
disassembling, (c) reassembling, (d) interpreting, and (e) concluding. The analysis
follows a nonlinear approach and requires the researcher to move back and forth between
the steps until the final analysis is completed.

Phase 1: Compiling

In the first phase, Yin (2016) suggested that researchers start by compiling all the
data collected, including interview transcripts, company or archival documents, and field
notes. This phase of compiling the data is similar to compiling a database of information,
ensuring the accuracy and adequacy of the data (Yin, 2016). Organizing the data allows
the researcher to retrieve any data quickly throughout the process. I adhered to this first
phase by following this guidance and using NVivo 14 to assist in compiling data in a
consistent format with accurate records of each piece of data. Furthermore, I used a

personal journal to track my procedures for accurate reflection and documentation.
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Phase 2: Disassembling

In the second phase, Yin (2016) recommended that researchers begin
disassembling the data by assigning codes to attribute meaning to the data. The coding
schema should involve a consistent notation to aid the researcher in later identifying
patterns in data (Saldafia, 2016). To aid me in completing this phase, I adhered to the
guidance of Yin (2016) and Saldafia (2016) by using Level 1 and Level 2 codes. For the
purposes of this study, I started with a Level 1 coding strategy by using in vivo codes to
specifically note the exact words used in the data text. Next, Level 2 codes represented
various categories identified in the data. I continued the coding process until the data
were sufficiently coded. To assist me further in the coding process, I used NVivo 14 to
assist me in recording the codes. This phase allowed me to help ensure the data was
sufficiently coded and the codes used are noted, tracked, and recorded for retrieval,
review, or analysis.
Phase 3: Reassembling

After sufficiently disassembling the data, in the third phase, Yin (2016) suggested
that researchers begin the process of reassembling the data. Reassembling the data
involves looking for various patterns in the data. This process involves mixing and
matching patterns until satisfactory patterns or hierarchies emerge. I adhered to this
guidance. To further aid me in this process, I used NVivo 14 to assist me in building
graphical depictions of the patterns or hierarchies I identified throughout this phase. At
the end of this phase, I started to see ideas, patterns, or themes emerging which built a

basis for interpreting the data. However, I did return to the disassembling and
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reassembling phase for further analysis prior to identifying the final patterns. Once no
new themes emerged, I proceeded to Phase 4.
Phase 4: Interpreting

Interpreting the data allows a researcher to add their own meaning to the findings
identified. Yin (2016) recommended that researchers begin to interpret the data during
the fourth phase. A quality interpretation can determine how a study is viewed (Yin,
2016). I adhered to this guidance to ensure quality interpretation was conducted through
quality analysis and accurate depiction of the data. I used an explanation type of
interpretation to explain the how and the what regarding my participants. Finally, I
evaluated the interpretation to ensure it has a complete, fair, value-added, accurate, and
creditable interpretation before proceeding to the next phase.
Phase S: Concluding

The conclusion captures the specific significance of the study to highlight lessons
or potential impacts. In the fifth phase, Yin (2018) outlined ways to conclude the research
with an overall statement, provide discoveries, or new approaches. As Yin (2018)
suggested, [ adhered to this guidance to determine the “so, what?” to aid the readers to
digest the findings. Additionally, I synthesized the findings with the existing literature
and the conceptual framework. After the fifth phase, I was more clearly positioned to
identify the conclusions and recommendations for professional practice.

In conclusion, thematic data analysis is a key process in qualitative research. As
the research instrument, I served the readers best with a consistent process with clear

steps to analyze the data before data collection. Due to accurate data analysis, the project
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revealed key insights into the research for the readers. Using the data analysis process
selected in this study, I conducted effective data analysis and could more accurately
recommend strategies for successful business practices for SME owners.
Reliability and Validity

The reliability and validity of qualitative research begins prior to the data
collection in the design phase of the study and continues throughout the data collection,
data analysis, and reporting of the findings process. Johnson et al. (2020) emphasized
thoughtfulness, researcher reflexivity, and honest communication to increase rigor and
thorough planning. More concisely, trustworthiness is crucial in qualitative research and
could be achieved through transparency in research design and processes (Adler, 2022).
Therefore, I used reasonable measures to ensure trustworthiness, transparency, and rigor
to enhance the project’s dependability, credibility, transferability, and confirmability. To
ensure no new information or themes emerge, [ have taken measures to ensure data
saturation. In this section, I outlined the steps I have taken to ensure the study reflected
reliable and valid findings.
Reliability

The reliability in qualitative research ensures the findings of the study are
dependable. To enhance reliability prior to and during data collection and analysis,
Saldana (2016) suggested creating a note taking process and a coding structure to assist in
the collecting, organizing, analyzing, and interpreting the data throughout the process to
establish a consistent procedure to accurately document the data and findings. Similarly,

Bingham (2023) encouraged the use of an audit trail to further enhance the data collection
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and analysis to support a systematic process and increase transparency. The use of an
audit trail can further enhance the dependability and trustworthiness of my project. As
recommended, I maintained a note taking process, a coding structure, and an audit trail
throughout the data collection and data analysis process to further enhance the reliability
and dependability of this study.
Validity

The validity of qualitative research ensures measures are implemented to reflect
the intended outcomes accurately or answers the intended research question. The study
could minimize validity concerns through careful planning and implementation of
accurate processes through the data collection and data analysis process (Merriam &
Tisdell, 2016). To ensure validity, I implemented measures and tools to further support
and enhance credibility, confirmability, transferability, and data saturation. However,
threats to validity could occur unintentionally through researcher error or bias or
participant error or bias (Johnson et al., 2020). To minimize research errors or bias, I
ensured that [ was sufficiently prepared to conduct an objective interview to interpret the
interviewee’s responses and meanings accurately. Additionally, I created an open, safe
environment to ensure the interviewee’s comfortability when answering the questions. By
offering accurate instructions to the interviewee, ensuring we have adequate time to
complete the interview, and maintaining privacy of the interview interactions, I was able
to create an environment to allow the interviewee to be in the right state of mind while

answering the questions.
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Credibility

A study that is credible is believed and demonstrates that the data collected
accurately reflects the participant’s lived experiences in qualitative research. To enhance
the credibility of a study, researchers can use a type of triangulation, member checking,
or other analytic tools to support the data collection and analysis (Yin, 2018). As a result,
[ used a variety of measures and tools to aid me in this process including data
triangulation and member checking.

Triangulation is a common method used to improve validity of the findings and
often provides a more diverse perspective in the research explored. Natow (2019)
analyzed over 120 peer-reviewed articles conducting elite interviews to explore the most
common form of triangulation. The author found that document analysis was the most
common form used as an additional data source to enhance data validity and minimized
biases. Conversely, the author also challenged the common use suggesting an assumption
in the preferred or overuse of the triangulation method could lead to under-reporting of
other types of triangulations. Nonetheless, Adler (2022) suggested the trustworthiness
and transparency of the research in using triangulation ensured credibility. For purposes
of this study, I used data triangulation by identifying potential partner organizations that
meet the criteria of my study, conducted semi-structured interviews with each business
leader participant, and reviewed applicable documents as provided by the participant to
validate their lived experiences. By reviewing additional sources of information, I was
able to validate and verify the statements made by the interviewee, minimize bias, and

gain a different perspective to enrich the data analysis.
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Member checking is a widely used technique to increase the reliability of the data
received after an interview. Conversely, Motulsky (2021) contends that member checking
should not be the gold standard in qualitative research due to inconsistent processes, low
responses or feedback from participants, and a lack of guidance in reconciling differences
or complexities. In response to this, McKim (2023) presented a structured approach to
member checking to increase validity. The author further recommends that this structured
approach could be applied to all qualitative research to build credibility to research
outcomes. Therefore, I adopted this structured approach to my member checking process
to increase creditability and validity in the data summary for each participant to improve
outcomes
Confirmability

Confirmability in qualitative research ensures the findings can be traced back to
the participant’s lived experiences or data collected and not distorted by the researcher’s
bias to allow for a more objective rather than subjective influence when evaluating and
analyzing the data. Johnson et al. (2020) underscored the importance of thoughtful
planning, researcher reflexivity to minimize research bias, conduct negative case
analysis, and highlight best practices to increase rigor through reflective journals and
techniques. By adopting a reflective technique, I was able to minimize researcher bias
and identify negative case analysis to ensure confirmability to the research question.

In addition to reflective journals, confirmability could also be enhanced by
utilizing data analysis software, such as NVivo. The software does not conduct data

analysis for the researcher, rather it supports the researcher in their data analysis by
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organizing data, compiling data, disassembling data through codes, reassembling the data
through themes, and interpreting the data through various charts and graphs (Yin, 2018).
For purposes of this study, I used NVivo to assist in confirmability by reducing my bias
when evaluating transcripts and document analysis by ensuring the findings can be traced
directly back to the participant’s lived experiences. Therefore, achieving confirmability
and enhanced reliability of the findings.
Transferability

Transferability in qualitative research relates to the ability for readers of the
research to determine if the research is relevant to their own unique set of circumstances.
By offering clear descriptions of the participants, a full context of the study, and findings,
researchers can offer relevancy to future researchers or practitioners (Merriam & Tisdell,
2016). To enhance transferability in this study, I offered clear purposive sampling,
transparency in research data collection and analysis, and findings which will aid in
identifying how the findings could support practitioners and aid in identifying additional
research opportunities.
Data Saturation

In qualitative research, data saturation is achieved when no new themes or
information emerge from the data analysis. Saldafia (2016) suggested data saturation is
achieved at the point of the research where the researcher continues to receive similar
responses or data. To attempt to quantify qualitative data saturation, Guest et al. (2020)
proposed a simple bootstrapping method to identify thematic saturation by examining

base size, run length, and new information to support qualitative researchers. To ensure
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data saturation, the data collection process is recommended to continue until <5% of new
additional data is received (Guest et al., 2020). I used this simple method as described by
Guest et al. (2020) to ensure data saturation is achieved to enhance the reliability and
validity of this study.

Transition and Summary

In Section 3, I offered a comprehensive explanation of the project’s ethics as my
role as a researcher and more specific details of the study, including participants, research
methods, research design, interview questions, data organization, data analysis, data
collection techniques. Lastly, I examined the reliability and validity of the study. By
exploring each area, I could more comprehensively ensure the study is conducted
properly and effectively attributes to the literature on this topic.

In Section 4, I present the findings and conclusions from the research conducted. I
identify potential business contributions and recommendations for professional practice. |
present the findings and identify business contributions and recommendations for
professional practice. I end this section with implications for social change and

recommendations for future research as I conclude this project with a concise summary.
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Section 4: Findings and Conclusions

The purpose of this qualitative multiple case study aims to explore cash flow
management strategies used to sustain free cash flow for service industry SME owners
beyond the first 5 years. To explore this research question further, I conducted semi-
structured interviews and gathered company and archival documents with four SME
owners operating in the Dallas / Fort Worth metroplex and reached data saturation with
no new themes emerging. The data were analyzed using thematic analysis, and the four
successful cash flow management themes emerged are as follows: (a) intentional cash
management through strategic business planning and revenue sourcing strategies, (b)
utilize aligned software systems with financial governance, (c) optimize cash flow
efficiencies and effective expense management, and (d) embrace adaptability and
resilience through faith-driven, authentic leadership and proactive relationship
management with stakeholders.

Presentation of the Findings

The specific business problem is that some service industry SME owners lack
cash flow management strategies to improve free cash flow to sustain operations beyond
5 years. Therefore, this study explored the following research question: What cash flow
management strategies do service industry SME owners use to sustain free cash flow
beyond 5 years? After collecting the data, I conducted a thorough thematic analysis by
assigning in vivo codes to the data, identifying patterns and categories, and associating

initial themes. After further review and analysis, the final themes were clearly identified.
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The discussion that follows centers around each emerging theme, associated existing
literature, and the ties connecting the WCM conceptual framework to the findings.
Theme 1

The first theme relating to successful cash flow management strategies is that
SME owners implemented intentional cash management through strategic business
planning and revenue-sourcing strategies. For Theme 1, there were initially 305 in vivo
codes identified and later associated to this theme. Table 2 highlights the categories and
associated percentage crystalizing the first theme.
Table 2

Theme I — Analysis of Interview Discussions, In Vivo Codes, and Categories

Categories n of SME interview n of codes of  Category

discussions data assigned  percentage
Cash flow strategies 4 57 18.69%
Start-up financing strategies 4 49 16.07%
Importance of cash management 2 41 13.44%
Budget cash flow 2 36 11.80%
Cash accounts 4 32 10.49%
Profit margins 4 31 10.16%
Business planning 4 29 9.51%
Unobligated cash 4 12 3.93%
Revenue sourcing 2 11 3.61%
Time as a priority 1 7 2.30%
Total number of codes 305 100%

Note. This table represents a thematic analysis for Theme 1 from four semi-structured
interviews.
In Theme 1, the primary discussion with all SME participants centered around

cash flow strategies, start up financing strategies, cash accounts, profit margins, business
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planning, and the use of unobligated cash. All SME participants discussed the importance
of maintaining a cash reserve account to protect the business due to unforeseen expenses
or circumstances, whether internally or externally. The amount of the cash buffer used
differed depending on the business. SME 3 recommended the importance of starting with
at least one payroll cycle of expenses to create a buffer of cash if needed. Eventually,
SME 1 advocated to have 1-2 years of expenses in savings to allow for potential
opportunities for business expansion or growth over their competition. However, SME 2
and SME 3 confessed that one of the turning points in their business occurred when they
chose to have the courage to “start looking under the rug.” By examining the business
revenue, expenses, and profitability, they were both able to make the tough decisions or
changes needed to improve cash management.

Intentional cash management was a deliberate practice of managing cash to reach
an organization’s specified goals and objectives. In terms of managing cash, each SME
owner discussed the value of allocating cash across separate cash accounts. For example,
SME 2 has four accounts: one for savings, one for revenue, one for expenses, and one to
pay for workers’ compensation. Similarly, SME 3 advocates having one account for
deposits, one account for payroll, one account for expenses, and one account for savings.
These specific cash management methods allow the SME owners the ability to clearly
identify how much money they have available in each account, which saves considerable
time in the ongoing management and reconciliation of their accounts.

Contrary to the belief of some new SME owners, all SME participants stressed the

importance of paying themselves a salary as an owner-manager. SME 1 advocated the
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business should be able to afford to pay the owner a salary to maintain the SME owner’s
household. He challenged himself that if his business was not able to provide a basic
SME owner salary in addition to paying the staff, then he should reconsider the validity
of the business. Likewise, SME 2 and SME 4 agreed that a salary was necessary to meet
family income needs for the business owner and to protect the business from the
temptation of the SME owner to withdraw cash randomly to meet a family household
need. Instead, they elected to live within their given salary, which in turn protected the
business from ongoing, unplanned withdrawals.

Intentional cash management is easier to achieve with a strategic business plan
and a clear understanding of the most profitable revenue sources to achieve the business
goals. SME 4 discussed the impact of having a strategic business plan to clearly identify
the priorities of the business, the primary revenue sources, and the key metrics to drive
the revenue needed. Similarly, SME 2 discussed the importance of recognizing when the
primary revenue source was no longer producing. Due to the COVID-19 pandemic, SME
2 acknowledged that her primary service demand diminished due to the new regulatory
demands and quickly identified the need to pivot her service offerings to support the
current marketable service demands to drive business revenue to make payroll. Likewise,
SME 4 also saw the need to pivot her services to accommodate a changing demand in the
marketplace for her service. As a result, both SME owners successfully pivoted their
business services, which allowed them to thrive to achieve significant increases in
revenues year over year despite the pandemic and at the time when many SME owners

were forced to close.
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After the pandemic ended, SME 2 chose to divest the new business service and
instead chose to turn her primary focus and resources to the core prepandemic business
services due to a rise in market demand for those services. By divesting the added
service, she was able to streamline her cash, business assets, and personnel on driving the
most profitable business revenues. Conversely, SME 4 elected to continue the new
business service she created as she saw how it complemented her existing prepandemic
offerings. The added service provided the possibility of a recession-proof revenue source
to diversify her service offerings to support any future economic crisis. Additionally, she
noted the positive impact the service had in supporting her existing clients and attracting
new clients. By implementing intentional cash management with a keen focus on
strategic business planning and revenue-sourcing strategies, SME owners could become
more forward-thinking in their approach to cash management to ensure sufficient
liquidity is available to meet the stated objectives. SME owners are recommended to have
a clear focus on the cash needed to promote and facilitate the primary revenue sources to
achieve the stated business objectives.

The trade-off between liquidity and profitability is a key working capital
management principle. Udoh (2022) contended that cash management is essential to
support liquidity and profitability. Cash flow directly impacts liquidity and can position a
business to meet capital expenditure (Nasimiyu, 2024). Athia (2023) conducted a
qualitative, ethnographic method study with three entrepreneurs and found that the

entrepreneurs primarily focused on stability more than growth. To achieve this, SME
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owners could prioritize savings and pay a salary to the SME owner to support the
household and business income needs.

However, maintaining high liquidity could cause a lower return on assets and
reduce profitability. Consequently, an emphasis on higher profitability and higher
revenue sources while negating short-term liquidity needs could cause the SME owner to
risk solvency. Therefore, a balance between liquidity and profitability could help the
SME owner to meet short-term needs while positioning the business to maximize
profitability or invest in positive NPV projects. Furthermore, Laghari et al. (2023) found
that cash flow and WCM can directly impact profitability. A significant fact to highlight
is that all SME participants in this study demonstrated a conservative instead of an
aggressive working capital policy as they preferred to have high current assets to provide
enough liquidity to meet payables, maintain vendor relationships, and reduce the risk of
limited liquidity when cash flow fluctuations or shortages occur.

As a result, strategic business planning plays an important role to identify clear
goals. Oliveria et al. (2023) conducted a qualitative, multiple case study with 10 SME
owners and found that strategic vision, flexibility, and innovation were crucial in
overcoming the COVID-19 pandemic. Makoji et al. (2021) conducted a study with 244
SME owners and found that cash flow significantly impacts performance and meeting
financial demands. The authors suggested the importance of improving cash flow
management; however, neglected to offer insights on the types of strategies SME owners
should improve. Therefore, this study helps to offer insights on cash flow management

strategies that could support SME owners.
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Theme 2

The second theme of successful cash flow management strategies is that
successful SME owners utilize aligned software systems with financial governance to
stay on track with the business objectives. For Theme 2, there were initially 128 in vivo
codes identified and later associated to this theme. Table 3 highlights the categories and
associated percentage crystalizing the second theme.
Table 3

Theme 2 — Analysis of Interview Discussions, In Vivo Codes, and Categories

. n of SME interview n of codes of Category
Categories . . .
discussions data assigned percentage

Accounting systems 3 30 23.43%
Process systems 4 21 16.41%
Financial governance 4 20 15.63%
Budgets 2 17 13.28%
Data systems 2 15 11.71%
Tax 4 13 10.16%
Advice 2 12 9.38%

Total number of codes 128 100%

Note. This table represents a thematic analysis for Theme 2 from four semi-structured
interviews.

In Theme 2, the primary discussion with all SME participants centered around
process systems, financial governance, and taxes. As can expect, time is a limited
resource for many SME owners. Typically, they start the business with a limited staff and
limited systems while fulfilling multiple roles in the business simultaneously. All SME

participants expressed the importance of maximizing the time they spend managing the
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information in their business to make data driven decisions effectively. To illustrate,
SME 1 recommended that the accounting systems should integrate with the inventory
systems to track inventory turnover rates, when to re-order, and measure profitability.
SME 3 used accounting systems to align with its point-of-sale system to quickly account
for inventory. Likewise, SME 4 appreciated having an integrated customer relationship
management (CRM) system integrated with its marketing software, project management
software, and accounting software. All SME participants agreed with the significant
value in the ability to increase the speed of on-boarding new clients, stay up to date with
the progress of their projects, launch new marketing campaigns, track inventory levels,
and ensure invoices are being sent out in a timely fashion. By incorporating aligned
software systems, the SME owners were able to increase automation, maintain consistent
tracking, improve accuracy, and quickly produce reports as needed to support data driven
decision making in their finances and ensure projects are being completed in a timely
manner. Furthermore, SME 2 and SME 4 shared creating timely accurate reports could
allow them to ensure company compliance requirements are maintained and meet
financial reporting needs with investors or partners in the business. By implementing and
using integrated software systems, SME owners could track and analyze large amounts of
data more quickly and concisely.

In addition to implementing aligned software systems, SME owners worked with
trusted team members weekly to objectively examine the financial numbers to minimize
avoidance behaviors when challenges develop. To enhance financial governance further,

SME 2 and SME 3 also hired external financial professionals to meet with monthly such
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as accountants, fractional CFOs, or financial advisors. By establishing internal and/or
external financial governance policies or procedures, SME owners could create a more
sustainable system with scheduled protocols to more objectively examine the financial
numbers, minimize avoidance behaviors when challenges emerge, and equip themselves
with additional perspectives or expertise to expand possible solutions as problems
emerge. SME 2 stated that she does not like to pay for a fractional CFO, but finds the
CFO is important to the success of the business to outsource the functions she does not
particularly enjoy. In short, SME owners invested in the right personnel to position the
business for sustainability and growth while potentially preventing some issues or
unplanned expenses before they emerge by proactive planning accordingly.

The significance of short-term financial decisions supported by integrated systems
along financial governance to support decision making highlights a core theme in WCM
conceptual framework. Sahoo and Thakur (2023) found that technology barriers are one
of the crucial factors impacting cash flow and WCM. Similarly, Nkwinika and Akinola
(2023) highlighted the rise of technology resources such as Al and blockchain to enhance
the role of technology for an SME owner. By incorporating technology resources,
Nkwinika and Akinola (2023) contended that these resources could improve data
analytics and provide more accuracy in financial decision making. As a result, SME
owners using technology to enhance data-driven decision making could more accurately
determine the best method to finance short-term capital needs.

The role of financial governance offers oversight and guidance to the SME

owners to assist them by remaining focused on the key strategic business objectives.
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Nkwinika and Akinola (2023) advocated that SME owners should prioritize financial

planning and for governments to focus on tax incentives for SME owners. Furthermore,
Bruwer et al. (2022) found that SME owners who relied less on technology systems and
financial statements and instead relied more heavily on bank statement balances to make
decisions increased their failure rate. In short, SME owners who used integrated systems
and employed financial governance both internally and externally increase the probability
of accurate decision-making. The result is attributed to reduced financial risks, lessened
agency risks, improved efficiency, and improved profitability.
Theme 3

The third theme of successful cash flow management strategies is that SME
owners optimize cash flow efficiencies and effective expense management to stay on
track with the business objectives. For Theme 3, there were initially 182 in vivo codes
identified and later associated to this theme. Table 4 highlights the categories and
associated percentage crystalizing the third theme. In Theme 3, the primary discussion
with all SME participants centered expenses, account receivables, and debts. Asset
management was discussed primarily in the context of managing assets for efficiencies
rather than appropriate allocation for asset growth. Optimizing cash flow efficiencies
align directly with optimizing the CCC of the business as demonstrated by managing
account payables, maintaining sufficient inventory, shortening accounts receivables, and

streamlining operations. Therefore, I will address each one here more specifically.
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Theme 3 — Analysis of Interview Discussions, In Vivo Codes, and Categories
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. n of SME interview  n of codes of Category
Categories . . .
discussions data assigned percentage
Expenses 4 42 23.08%
Inventory management 2 38 20.88%
Account receivables 4 32 17.58%
Debt 4 20 10.99%
Accounts payable 2 19 10.44%
Asset management 3 16 8.79%
Lines of credit 2 15 8.24%
Total number of codes 182 100%

Note. This table represents a thematic analysis for Theme 3 from four semi-structured

interviews.

Managing account payables involves paying vendors on time. Some vendors offer

cash discounts to incentivize an SME owner to pay an invoice within a shorten amount of

time such as within 10 business days. To illustrate, SME 1 shared that he would be

willing to take advantage of such discount incentives, however, he was more motivated if

the cash discount was roughly a 2% discount or greater. If the vendor was only offering
1%—1.5% off for cash discounts, then that percentage discount did not incentivize him

per the money saved to pay the vendor sooner than the invoice terms. Likewise, SME 4

prioritizes paying vendors on time, which builds a strong, trusted business relationship. If

a challenge emerges or a significant request from a customer is made, established trusted

vendor relationships through on time payments are more apt to accommodate the request

to meet the demands or resolve any challenges. Nevertheless, SME 1 and SME 4 agreed
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they did not want to pay vendors sooner than necessary to maintain liquidity to meet
current or forecasted cash needs of the business.

One of the most significant measures of the CCC that could potentially tie up
significant cash and be the most challenging to manage is inventory. SME 1 expressed
the importance of balancing profitability and liquidity in managing inventory. For
example, he could find the right price of a product by buying in bulk to maximize
profitability for those units; however, he would need to balance that decision on how long
the inventory would be anticipated to remain on the shelf. Unused inventory ties up
capital that could be used for other more immediate cash needs. SME 1 found that
keeping about 30 days of inventory for the most items was sufficient and provided a good
balance of profitability and liquidity needed to meet the cash needs of the business.
Similarly, SME 4 acknowledged the importance of knowing the profitability of each item
and understanding the impact on profitability the longer the inventory remained on the
shelf. Therefore, SME 4 has a key guideline to manage his inventory based on time. He
exclaims, “I do not like inventory to have a birthday.” Clearly suggesting if the inventory
has remained on its shelf for a minimum of 1 year, then the inventory needs to be sold or
donated to allow space for inventory that turns more frequently. SME 4 and SME 1
agreed that increasing the number of turns (turnover) of a specific item is valuable in
their business and is one of the primary metrics they manage in inventory. They agreed
that if a product can turn over 12 times a year or even better 24 times a year, then they

have a more profitable product. If instead, the product remains on the shelf and turns only
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one to two times a year, it is costing the company more money in terms of space cost,
management, and tied up liquidity which could be used or needed for other purposes.

Managing account receivables is important to ensure timely payments are
received from customers while tracking any past due invoices. To assist salespeople to
keep track of all account receivables, SME 1 supplies a tablet for all salespeople as they
call on customers face-to-face and encourages the service of picking up a check when
they are on site with the customer. Conversely, SME 2 works with a factoring company
to gain access to cash immediately without having to wait 30-90 days for the invoice to
be paid. To further support that effort, she hired a fractional CFO to send her a list of past
dues each month and has an assistant responsible for following up on those accounts.
However, at the other end of the spectrum, SME 4 takes it a step further to communicate
payment expectations and associated late payments fees by writing them in the upfront
contract signed by the client prior to engagement. This added notation in the upfront
contract clearly communicates the expectations of when payments are due and the
amount due. The client also must acknowledge and agree prior to beginning to proceed
with the SME owner services to ensure there are no misunderstandings. In summary,
tracking account receivables to ensure payments are received in a timely manner ensures
the business receives the revenue due promptly so the SME owner can reinvest the
earnings in the business or pay expenses when needed.

Effective expense management supports prioritizing asset expenditures to increase
efficiency, implementing cost savings strategies, improved negotiation with vendors, and

forecasting cash expense needs. For example, SME 3 and SME 4 expressed the
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importance of reducing expenses and examining each expense. Conversely, SME 1
cautioned against reducing expenses to the extent it may increase inefficiencies.
However, SME 1 advocated the value of considering asset purchases needed at the end of
the calendar year to maximize tax savings and improve efficiency in the business for the
following year. Furthermore, SME 2 shared the importance of evaluating the expenses in
relation to what was most important for the business. One example she shared was that
she was willing to give up the use of temporary office space to prioritize payroll during
low revenue years. By implementing these strategies, SME owners could prioritize asset
expenditures, reduce unnecessary spending, and increase efficiency. These strategies
could optimize the best use of cash and allow the SME owner to remain flexible as
various needs or challenges arise.

When it comes to the use of debt in the business, all SME participants
demonstrated a conservative approach to working capital by strongly advocating against
the use of long-term debt. Instead, the SME participants opted to delay or save for
operational needs. However, SME 4 acknowledged the value of using debt for real estate
for return on investment purposes. Likewise, SME 1 acknowledged the value of using a
line of credit through a sweep with the bank. SME 1 uses a sweep to borrow from the line
of credit once the operations account hits a specific balance and then the line of credit
would automatically pay off from the same account once the business experienced
increased cash flow into the account. This method allows SME 1 to automate managing
cash when needs fluctuate. Conversely, SME 2 confessed at the beginning of her business

she used funds raised from an investor frivolously on expenses that “excited her” such as
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new business merchandise or promotional events. After realizing how she mismanaged
the funds, today she challenges herself “to pause if the expense excites her” as she has
learned the importance of spending money on aspects of the business that does not
primarily excite her such as financial professional fees. She acknowledged the
importance of understanding the difference between “a want and a need” as a business
owner and having the discipline to wait for the wants as the business can save to purchase
those in the future.

In terms of streamlining expenses, the core operations is a primary area to review
and re-evaluate. All SME participants expressed the value of evaluating the business
overall to continually streamline operations and place the right people in the right
positions. They all acknowledged the value of their employees to the business and were
open to exploring and replacing existing processes to improve or streamline necessary
tasks to improve efficiency. Overall, optimizing cash flow efficiencies and effective
expense management are key in maintaining a financially healthy business.

The efficiency of cash in working capital management can be measured by the
CCC. Kumar (2024) conducted an observational study with 796 firms and found that
reducing the CCC improved financial performance and resulted in optimizing business
value. This cycle measures the time from when the funds have been released to pay
vendors for raw goods or inventory to when the business receives the revenue from the
sale of those goods or services. The greater the momentum of the CCC operation the
more revenue the SME owner could potentially earn in revenue, which reduces the

reliance on external financing to maintain the operations of the business.
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More specifically, the CCC measures key elements including days inventory
outstanding, the days sales outstanding, and the days payable outstanding. The delay or
extended time to collect receivables and the longer the inventory to sales occurs, then the
longer the CCC and the longer the time needed to fund operations without potential
revenue. This directly aligns with cash flow optimization and expense management.
Similarly, Anorue (2022) conducted a survey of 426 small-scale enterprises and found
that cash flow could be optimized by effective inventory management to minimize
unplanned expenditures. Similarly, Aem-on et al. (2024) conducted a qualitative study
with 15 SME owners examining supply chain resilience by using an SCOR model during
the COVID-19 pandemic. The authors found the SCOR model encouraged efficiency in
supply chain management and collaboration with business partners to meet disruptions in
demand. Additionally, Choi et al. (2023) advocated the use of supply chain financing in
improving liquidity and flexibility during the COVID-19 crisis. Whereas Sahoo and
Thakur (2023) advocated implementing supply chain finance technology to promote
financial stability. Working capital management supports the framework for the SME
owner to forecast cash needs, optimize inventory, increase cash efficiency, and streamline
operations.

The use of debt or lines of credit differs among the SME owners and the industry
they operate. Debt could be considered a burden as well as a tool for development or
advancement (Athia, 2023). However, current economic market conditions could also
determine the amount of debt or types of debt an SME owner may use. For example,

Simon (2021) conducted a qualitative interpretative approach study with 15 SME owners
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and found that economic conditions including interest rate and inflation changes
negatively impact WCM. The authors advocated that policy makers and lenders of capital
should better understand the cash flow needs of an SME owner to find more optimal
unbiased lending solutions as access to capital during economic recessions could differ
based on ethnicity and socioeconomic backgrounds. The author specifically argued that
dynamic financing was needed to support SME owners during an economic crisis.

To be more specific in terms of business survival, Martinez-Sola (2024)
conducted a study using survival analysis methodology with 924 SME owners. The
authors found that SME owners who relied on lines of credit during economic crisis
could negatively impact survival. Instead, the authors encouraged policy makers to
provide quick intervention during severe economic times to improve access to term loans
to reduce the negative impact of economic shocks. Lastly, lenders of capital are
encouraged to review banking practices that quickly eliminate or reduce lines of credit or
access to credit during economic downturns. By creating standard lending practices and
fair lending practices across ethnic and socioeconomic backgrounds, SME owners can
approach an economic crisis with more confidence knowing which resources are
available to them prior to the crisis occurring. This recommendation could allow SME
owners the opportunity to be more proactive in managing the SME.

Theme 4

The fourth theme of successful cash flow management strategies is that SME

owners embrace adaptability and resilience through faith driven, authentic leadership and

proactive relationship management with stakeholders to stay on track with the business
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objectives. For Theme 4, there were initially 197 in vivo codes identified and later
associated to this theme. Table 5 highlights the categories and associated percentage
crystalizing the fourth theme. In Theme 4, the primary discussion with all SME
participants centered around employees, community impacts, and the role that their
Christian faith had on leadership decisions and leadership actions.

Table 5

Theme 4 — Analysis of Interview Discussions, In Vivo Codes, and Categories

n of SME interview  n of codes of Category

Categories discussions data assigned percentage
Employees 4 51 25.89%
Poor decisions 2 24 12.18%
Leadership 2 23 11.68%
Christian faith 4 18 9.14%
Pivots during crisis 2 16 8.12%
Leadership decisions 2 15 7.61%
Leadership actions 2 14 7.11%
Training 2 13 6.60%
Community impact 4 8 4.06%
Other minor categories 1 15 7.61%
Total number of codes 197 100%

Note. This table represents a thematic analysis for Theme 4 from four semi-structured
interviews.

By embracing adaptability, an SME owner can more easily adapt to a changing
marketplace and pivot to new services or products as needed. SME 1 expressed the
importance of remaining resilient for their employees to ease their concerns and calm

their fears through the COVID-19 pandemic. The ability to be resilient equips the SME
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owner to bounce back from challenges or to charter a new way forward if needed.
Similarly, SME 2 shared the importance in being transparent and authentic with her
employees. It allowed them to respond appropriately and cultivated an environment of
trust. By remaining authentic, leaders can instill trust among their employees, vendors,
and other stakeholders. Both attributes allow the SME owner to lead by example through
a growth mindset to address challenges, courageously take actions to navigate the
challenges, and foster an environment with their employees of innovation and problem
solving. This also allows employees to look to their employers for stability, strength, and
direction in times of crisis or during periods of rapid growth.

Successful financial management decisions can be heavily influenced or impacted
by the SME owners’ personal challenges, emotional reactions to circumstances, and the
basis of their faith. SME 2 acknowledged that a lot of her poor cash flow management
decisions at the start of the business were impacted more from her own personal self-
leadership challenges. As she became emotionally stronger, experienced spiritual growth,
and overcame other personal challenges, she shared it directly impacted how she
manages her cash flow. Similarly, SME 3 acknowledged how important it was for her to
invest in herself through personal development, the courage to learn from her mistakes,
and Biblical principles she uses in making financial decisions.

Both SME 2 and SME 3 expressed the importance of being able to adapt and
remain resilient, which helped them navigate the business successfully through the
COVID-19 pandemic. By inventing new service offerings to serve the changing market

demand, these business owners were able to thrive when other businesses struggled or
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were forced to close. By pivoting their services, these SME owners demonstrated
emotional strength, personal resolve, and actionable faith when other SME owners
retreated in the face of uncertainty. SME2 and SME 3 did not know if the decisions
would generate revenues to support the business and meet payroll demands or if they
would be forced to close as well; however, they reported that their unwavering trust in the
Lord Jesus Christ gave them courage to step out as they felt directed and try it anyway.
Without prompting or asking, each of the SME participants uniquely expressed the
significant role their Christian faith had on their resolve and ability to navigate the
pandemic that they felt remiss to not mention it. They shared it is hard to measure or to
justify the impact their faith had on their decisions; however, the impact they felt was real
and the outcomes were evident of their unwavering trust in the Lord to carry them
through the COVID-19 pandemic.

When asked what their priority as a business was, each SME participant
acknowledged their employees were their top priority. SME 1 and SME 2 both expressed
the value of investing in their employees through their own personal development. SME
2 shared that if a decision came down to maintaining office space or keeping an
employee, there was no doubt in her mind that they would continue payroll for their
employees. Each of the SME participants conveyed as a top priority for them to “keep
food on the table” for their employees. As SME owners demonstrate transparent,
authentic leadership, the employees have in turn shown loyalty to the business and the
SME owner. This is evidenced by a positive work culture, engaged employees, open

communication, and team camaraderie.
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Proactive relationship management with stakeholders builds trust in the
community and fosters a community environment for growth. All SME participants
acknowledged the value of proactively maintaining community stakeholder relationships
with their vendors, community leaders, and investors. Similarly, SME 3 and SME 4 both
expressed the importance of staying engaged and to reach out even in the face of
uncertainty or during difficult times. This fosters an environment of stakeholders feeling
valued and informed which continues to build trust and foster strong relationships. SME
3 discussed the value of those trusted relationships to support his business as they
navigated challenging economic conditions and positioned the SME owner to emerge
from the challenging times as a stronger more reliable partner. Furthermore, SME 3
shared how maintaining relationships with the community and community leaders truly
served the community. He stressed the importance of a small business to a community.
When times get tough, he shared “the community turns to small business as they listen
and care for their communities they serve.” Conversely, larger chains or businesses tend
to still focus on the bottom line to drive revenues for reporting to their stockholders.

The role of leadership and the various conflicts that can arise between owners and
managers and equity holders and bondholders are evident in the WCM conceptual
framework. The SME owner is responsible for making short-term financial decisions and
weighing the impact receivables and payables have on the business. For example, does
the SME owner have enough short-term working capital such as cash and inventory to
cover its short-term liabilities such as payables. Lulaj (2024) conducted a mixed methods

approach of quantitative surveys and qualitative in-depth studies with 200 companies.
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The results reflected a significant relationship between cash flow and effective decision
making in optimizing strategy, monitoring cash flow, and efficient WCM. They shared
that having a good cash management system also offers them support and freedom as
they navigate the changing marketplace. Overall, this theme highlights the role of the
SME owner as a leader to their employees (Wendt, 2022) and their capability to
collaborate with stakeholders (Gupta et al., 2024). It also underscores the significant
impact a leader’s Christian faith, emotional wellness, and character influenced decisions
and their actions or the lack therefore resulting in poor financial decision making.

The findings of this study confirm the importance effective cash flow
management strategies have on the sustainability of SME owners at each stage of the
business. Additionally, the findings extend the knowledge in relation to practical
recommendations SME owners could implement to improve financial sustainability and
specific strategies to incorporate that could increase liquidity and profitability to improve
overall financial performance. Lastly, the findings of this study extend the knowledge to
provide SME owners with strategies to consider leading the SME employees and
community partners to further create a thriving community to support future growth.

Business Contributions and Recommendations for Professional Practice

Business contributions and recommendations for practice involve empowering
SME owners with insights to practically apply cash flow management strategies that
could be a catalyst to improve financial sustainability and build economic resilience. Said
and Doll (2021) found a key determinant of SME owner profitability was demonstrated

through effective WCM and the momentum of the CCC. By building financial stability,
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SME owners can decrease the reliance on external financing to support the ongoing
operations of the business and instead increase reliance on internal financing measures. In
this section, I will discuss practical steps SME owners could use to evaluate and
implement effective cash flow management strategies.

First, SME owners are recommended to begin by understanding the importance of
financial statement literacy to implement effective cash flow management strategies. For
some SME owners, there tends to be a lack of internal cash control and a deficiency of
accounting records (Athia, 2023). In addition, a limited financial statement literacy may
exist which could hinder the SME owner in understanding how to utilize financial
statements to enhance financial decision-making (Grana-Alvarex et al., 2022).
Consequently, SME owners may use bank statement balances instead of various
accounting statements to make financial decisions, which may not fully account for
outstanding payables, accurate revenues, or forecasted cash needs (Bruwer, 2022). For
this reason, it is recommended to improve financial statement literacy and utilize
financial statements to support data-driven financial decisions.

Nonetheless, SME owners are recommended to establish multiple cash accounts
to allocate funds as revenue is received to pay upcoming expenditures, build a cash
buffer, pay taxes, or other financial priorities. Allocation of cash in various designated
accounts allows for the ease of ongoing cash management and the allocation of
appropriate funds. Therefore, it is recommended to allocate cash in various designed cash

accounts to improve ongoing cash management.
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Second, it is recommended that SME owners review the technology systems used
in the business and explore overall integration opportunities. Technology can advance the
organization by preventing fraud and aligning point-of-sale systems and inventory
management systems with accounting (Suhooo, 2023). Similarly, SME owners should
increase training to employees to leverage technology in improving managing inventory
management (Anorue, 2022). Furthermore, Nkwinika and Akinola (2023) encouraged the
use of fintech solutions and the use of data analytics to improve data-driven decision
making. By establishing integrated systems and processes, the SME owner can place
more reliance on the consistency of the system and less reliance on the SME owner
completing the tasks manually which inadvertently increases inefficiencies and potential
manual errors. In short, SME owners could create systems and processes to support the
ongoing operations and establish professional expertise, team support, and guidance.

Third, SME owners are recommended to optimize cash efficiencies and effective
expense management. A few strategies to achieve cash efficiencies are as follows:
increase the ability to maintain payables to employees and suppliers, proactively manage
receivables for timely receipts, shorten the inventory cycle, and streamline operations.
Similarly, Kumar (2024) advocated effective inventory management, taking advantage of
vendor discounts, and opting for credit sales to boost working capital. Effective expense
management involves primarily focusing on asset expenditures that increase efficiencies,
eliminating unnecessary expenses, and investing in positive NPV projects to maximize

returns.
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Fourth, SME owners are recommended to authentically lead employees and
customers in challenging times. The ability to adapt to changing marketplace
environments and the ability to be resilient to bounce back from setbacks are key
attributes as a leader. This can be illustrated by having the courage to pivot products or
services when needed, being willing to be open to employees and involve them when
times are hard, and equipping employees to navigate marketplaces even in the face of
uncertainty.

Implications for Social Change

Effective cash flow management strategies could have significant implications for
supporting positive social change in businesses and the communities they serve. By
improving cash flow management, SME owners could improve economic resilience,
produce sustainable employment to reduce layoff anxiety among employees, and reduce
the default risks to the suppliers of capital (Pratap, 2023). Additionally, by improving
sustainability, SME owners become established long-lasting community partners over
time which could lead to poverty reduction, job creation, and further the economic
development of the community (Nasimiyu, 2024). Small businesses tend to be the pillars
in the communities they serve, and customers turn to and lean on the small businesses
when tough economic times occur. As a result, small businesses are more apt to start a
business in a community they love and to invest in the community clubs and
organizations sooner than larger businesses may consider a similar investment. Thus,
established SME owners lead to improved community loyalty, commitments, and

attraction of investment from outside the community.
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Investment in small business is a good investment for positive culture impacts and
government expansion. As businesses increase resilience and become established
business community partners, each culture within the community tends to prosper as
well. With more community partners, increased business services to SME owners tend to
increase such as access to financial literacy programs, business education workshops, and
increased financial services (Athia, 2023). As more educational services are available,
SME owners from various ethnicities, socioeconomic backgrounds, and genders tend to
benefit to ensure all SME owners have the knowledge and information needed to
succeed. Often in business communities, growth begets growth, which fuels positive
social change. Therefore, as the business community grows, the attraction to larger
businesses and outside investors to invest in the community continues to fuel growth.
Through increased production and attracting talented employees, the states and country in
which the SME owner operates also improves through increased GDP growth. Oliveria et
al. (2023) suggested that public policies are essential to the survival of SME owners. By
collaborating with SME owners and stakeholders, governmental policy makers could be
encouraged to re-examine policies to lend greater support and access to capital instead of
applying restrictions, which could inhibit production (Nkwinika & Akinola, 2023). By
working together, SME owners with the vision to create a positive social impact in
business with the help of their employees, community leaders interested in creating a
thriving community environment, and governmental policy makers that desire to become

a competitor on the world stage can have implications for positive social change.
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However, I contend it starts with establishing effective cash flow management strategies
to establish economically resilient businesses.
Recommendations for Further Research

Throughout this study, there have been several topics that have been identified
that could warrant further research. First, the leadership impact of the SME owner in self-
leadership, the role of Christian faith in decision making, and effective financial literacy
were key gaps identified. Second, empirical studies relating to the impact of working
capital management on SME owner behavioral factors, cognitive biases, corporate
governance, and workers compensation could yield additional insights. Lastly, due to the
difference in regulatory compliance, employment laws, tax, and access to capital,
additional empirical studies based on SME owners in the United States as compared to
other countries could offer keen insights or identify additional factors to evaluate.
Overall, further research on effective working capital management and cash flow
management strategies could provide evidence-based, practical financial guidance to
support new and existing SME owners.

Conclusion

Cash flow is the lifeline of any SME. With enough cash flow, SME owners can
navigate tough economic times, a decline in business revenues, and position the
enterprise for long-term financial sustainability and growth. However, leadership bias,
poor decision-making, or lack of cash flow management strategies could derail the best
intentions. Therefore, re-examining how SME owners manage their cash flow could

position the business for improved sustainability. The most effective efforts start with
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allocating and managing cash accounts, maximizing monthly cash flow, minimizing
unnecessary expenditures, investing in asset efficiencies, and optimizing the CCC. As a
result, by implementing effective working capital management, SME owners could
position the enterprise for improved sustainability beyond the initial startup phase and for

future growth.
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Appendix: Interview Protocol and Questions

Participant

Location

Interview Date

Total Time

Interview Protocol

Interview Script

Welcome & Interview Set up

1. Welcome Participant to the interview and
introduce yourself.

2. Acknowledge consent provided by email prior
to the interview, give the participant a copy of
the consent form email, and answer any
questions,.

3. Instruct the participant to turn off any mobile
devices. The researcher will turn on the audio
recording devices.

4. Be sure to note the date and the start time of

the interview.

1. Welcome, XXX, to the interview. Thank you for taking about an hour today to
participate in this study. My name is Melody Gray and I am a doctoral student for
Walden University.

2. The focus of this study is to answer the research question, “What cash flow
management strategies do service industry SME owners use to improve free cash
flow beyond 5 years?” Your participation and answers provided will remain
confidential and secured for 5 years in accordance with university guidelines. After|
that point, any documents or identifying information will be destroyed for your
protection.

3. This study is to explore successful cash flow management strategies and will be
conducted in a semi-structured interview format. There will be a total of nine core
questions that will be asked. You have the right to not answer any question you
may be uncomfortable answering. After the interview, you will be provided with a
summary of your answers within 3 business days. I simply ask that you review the
summary to ensure accurate interpretation prior to the analysis. You will also be
given a chance to add any additional comments at that time. Once all interviews
have been conducted and analyzed, you will be offered a summary of the findings
of the study for your view and use.

4. Thank you for providing your consent to participate prior to our interview today.
Here is a copy of the consent provided for your records. What questions or
concerns do you have currently? I am glad to take the time to make sure you are
comfortable prior to beginning the interview. If you have no further questions, then|
let us proceed with the interview.

5. Before we begin, I ask that you turn off any mobile devices to eliminate any

distractions. Additionally, I will begin audio recording our interview for research
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purposes only. Are you ok with my audio recording our session?

Thank you for your cooperation.

Interview Questions

5. Begin interview. Asking the interview
questions in order as noted in the study.

6. Follow up each question as necessary or if any
clarification is needed. Watch for nonverbal
communication for comfort and clarity, re-ask
the question if necessary, or ask a follow up
question if additional clarification would be

helpful.

1. What cash flow management strategies have been utilized to sustain

your business?

2. What priorities drive your financial decisions when making cash flow
management decisions?

3. How do you modify your cash flow management strategies during a
financial shortfall or economic crisis?

4. What key business financial disciplines or corporate governance do you
have in place that assist you in implementing your cash flow
management strategies?

5. How do you utilize unobligated cash to sustain your business?

6.  Share what strategies you use pertaining to lines of credit or debt.

7. What were the key barriers to implementing your organization’s cash
management strategies during the first 5 years of operation?

8. How did you address the key barriers to successfully implement cash
management strategies during the first 5 years of operation?

9. What else would you like to add or share about your organization’s cash

flow management strategies to sustain operations during the first 5 years

of operation?

Thank you and Post Interview next steps

7. Thank the participant for their time and
discuss the next steps for member checking.
8. Stop the interview and note the end time of

the interview.

1. Thank you, XXX, for your time today and for sharing your experiences with me
on this valuable topic.

2. Our next step is for me to provide a summary of the interpretation of your
responses and send it to you for your review. Please review this copy to ensure I
interpreted your responses and your experiences accurately. Feel free to share any
lerrors or corrections you may have as well so I can accurately represent your
lexperiences. Some questions I would like for you to consider as you are reviewing
the interpretation are, “Did I miss anything?” and “What else would you like to add

lat this time?” You can expect to receive this review within 3 business days.
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Interview Questions
What cash flow management strategies have been utilized to sustain your
business?
What priorities drive your financial decisions when making cash flow
management decisions?
How do you modify your cash flow management strategies during a financial
shortfall or economic crisis?
What key business financial disciplines or corporate governance do you have in
place that assist you in implementing your cash flow management strategies?
How do you utilize unobligated cash to sustain your business?
Share what strategies you use pertaining to lines of credit or debt.
What were the key barriers to implementing your organization’s cash
management strategies during the first 5 years of operation?
How did you address the key barriers to successfully implement cash
management strategies during the first 5 years of operation?
What else would you like to add or share about your organization’s cash flow

management strategies to sustain operations during the first 5 years of operation?
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