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Abstract 
The study sought to examine the effect of Cash Management (CASH), In-
ventory Management (INV), Receivables Management (REC), and Payables 
Management (PAY) Practices on the Performance (PERF) of SMEs in the 
Efuttu municipality. The inquiry used an explanatory design and quantitative 
approach. By employing a purposive sampling technique to draw 130 SMEs 
and a Partial Least Squares-Structural Equation Modelling approach, the re-
sults indicated that all the short-term financial management practices had 
positive and significant effects on the performance of SMEs. The findings im-
ply that ensuring sound short-term financial management practices could 
improve SMEs’ performance. The paper recommends that SME managers 
negotiate for payables days longer than REC days. The government is im-
plored to institute tax incentives and soft loan schemes to encourage SME 
growth. The study brings new insight into the discussion on WCM practices 
and their effect on SMEs’ performance using primary data and non-accounting 
base measures. 
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1. Introduction 

Cash management refers to all strategies that are adopted by firms to manage 
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their daily cash transactions, it is normally a short-term strategy whilst financial 
management refers to the practices and the strategies employed by enterprises to 
manage both their receipt and payment, source for funds to finance strategic 
projects [1] [2]. Corporate finance decisions are either long-term or short-term 
decisions. Long-term financial decisions primarily deal with such topics as capi-
tal budgeting and capital structure. In contrast, short-term decisions relate to li-
quidity, especially working capital management (WCM), which focuses on the 
composition of a firm’s current assets and current liabilities [3]. Efficient work-
ing capital management is fundamental to business success [2] [4] as it helps a 
firm maintain its solvency, reduce the risk of financial distress, and is critical for 
a firm’s long-term survival [5]. Working capital management is even more im-
portant in developing and emerging economies like Ghana, where the unstable 
conditions of the financial markets and the uncertainties linked to the economic 
situation lead to severe turbulence and general price instability [1]. It was con-
tended that many business failures result from poor or careless working capital 
management. Therefore, it was imperative to manage the short-term funds of 
the business with the utmost care [6] as cited in [7]. [8] state that improper 
working capital management is the primary reason for small business failures in 
the UK and the USA. 

Businesses across the globe have suffered dire economic menace amid global 
economic crises, leading to the collapse of many [9]. The situation is exacerbated 
in developing economies like Ghana due to their vulnerability to global shocks. 
Due to global shocks and other governance deficiencies, Ghana’s macroeco-
nomic indicators have been worse. Thus, weak currencies, all-time high infla-
tion, skyrocketed interest rates, rise in unemployment, slow GDP growth, 93.5 
percent debt to GDP ratio, among others [10]. It was posited that approximately 
75% of enterprises in Ghana fail during the first three years, while those that 
survive the first three years do not continue beyond ten years [11]. The perfor-
mance of Ghana’s SME sector has not been encouraging as far as its role in fos-
tering the country’s economic growth and development is concerned. It has been 
argued that SMEs’ inability to acquire financing hampers their ability to invest, 
innovate and grow [12] [13]. This has been the bane of Ghana’s SME sector [14] 
as the sector faces a US$ 6.1 billion funding gap [15]. Due to the persistent col-
lapse of the SMEs, the government, over the years, has instituted several inter-
vention programmes, including National Entrepreneurship and Innovation 
Programme (NEIP), aimed primarily at providing integrated national support 
for start-ups and small businesses. Despite these interventions, the situation per-
sists. 

The uncertainties the country is battling with due to the global shocks that 
have crushed investor confidence in the economy have worsened the case for the 
SME sector as banks are reluctant to advance credit to this sector owing to the 
perceived high risk ascribed to the sector. The fallout of the staff-level agreement 
between Ghana and the International Monetary Fund (IMF) amid its economic 
downturn was to freeze employment for the time being, as evident in its 2023 
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budget statement Ministry of Finance (MoF) [16], which has security implica-
tions. A worsening unemployment growth is evident. This has necessitated en-
suring a robust and well-functioning private sector, especially the SME sector, to 
help curb the rising unemployment situation and its associated implications. The 
clarion call for the need to ensure a well-functioning SME sector is justifiable as 
the sector has been touted as a catalyst for enhancing employment and the 
standard of living of the citizenry, which results in poverty reduction [14]. 
Again, SMEs constitute about 90% of African registered businesses, employing 
more than 80% of the workforce and contributing more than 70% to GDP [17].  

Efficient working capital management has been proffered as a powerful tool in 
turning the fortunes of businesses as it helps them to maintain their solvency, 
reduce the risk of financial distress, and is critical for their long-term survival 
[11]. Once firms are able to manage their receivables well by instituting and im-
plementing effective credit policies, inventories by making prudent inventory 
decisions, and payables by regularly meeting their pressing obligations with their 
creditors, they may get access to short-term funding in the form of pre-financing 
and trade credit due to their enhanced credibility.  

An appreciable level of research effort is evident as far as working capital 
management’s role in organisational performance is concerned [14] [17]-[20] 
[21]-[28]. For instance, whereas [28] [29] found no significant relationship be-
tween working capital management and performance, [30] found a positive and 
significant relationship between working capital management and firm perfor-
mance. However, [29], whose study centred on South African SMEs, found a 
negative relationship between working capital management and firm perfor-
mance. In general, most of these studies used accounting ratios (i.e., inventory 
conversion period, receivables collection period, payables payment period and 
cash conversion cycles) in assessing the effectiveness of working capital man-
agement. However, the researchers could not find any known study that assesses 
the various working capital management practices (i.e., inventory management 
practices, receivables management practices, payables management practices 
and cash management practices) and their impact on firm performance as con-
tained in this study. 

Against these backgrounds, this study seeks to assess the effect of working 
capital management on the performance of SMEs in Effutu Municipality using 
working capital management practices. The study’s findings will provide evi-
dence of how critical effectively managed working capital is in improving their 
performance. The findings of this study will provide better ways of effectively 
managing their working capital to enhance their performance, enriching their 
resolve to contribute meaningfully to the country’s socio-economic development 
in this critical time. 

2. Literature Review 
2.1. Theoretical Review 

Theory of Working Capital Management 
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Investment in different items of current assets needed for the business, which 
are inventories, receivables, payables, cash and other current assets like loans 
and advances and measures put in place to manage them revolves around work-
ing capital management [31] [32]. The effective management of these kinds of 
assets aids in the smooth operation of organisations and is of much more con-
cern to SMEs than corporations and promotes the proper utilisation of fixed as-
sets [33]. In theory, net working capital is the difference between current assets 
and current liabilities, whereas gross working capital is the sum of all current as-
sets [34]. A myriad of factors, such as credit policy, price level changes, the na-
ture of the business and supply conditions, usually affect working capital. The 
effectiveness and appropriateness of measures instituted to manage current as-
sets significantly affect how these assets influence organisational performance. 
The discussed framework gives detailed insight into the topic under discussion 
since its propositions concentrate on the factors that form a firm’s working cap-
ital. Studies [35]-[37] used this theory in their study of working capital man-
agement. 

Risk Management Control Theory 
The risk management framework has it that risk management centres on the 

logical development and putting into practice a formulated plan that serves as a 
blueprint to guide protection against probable losses in an organisation 
[38]-[40]. The theory urges companies to put in place risk management pro-
grams to help in the management of their exposure to risk and guard their assets 
[41]. Internal control and governance measures have been re-invented in terms 
of capability for effective risk management, encapsulated with standards and 
guidelines that provide legitimised templates for organisations to represent and 
account for themselves and control and govern [42]. The level of working capital 
maintained by firms is essential for mitigating obligations arising and liquidity 
shortfalls, hence the risk management control theory put forward that a clear 
guideline should be developed to identify, analyse, monitor and mitigate risk 
[43] [45]. Since the prepositions of the risk management framework centre on 
managing a firm’s resources, including inventory, payables, receivables, and 
cash, it relates to the current topic under discussion. Studies see [43]-[45] ap-
plied the risk management control theory in their studies of working capital. 

2.2. Empirical Review 

To scrutinise the association between working capital management and the per-
formance of small-scale firms in Ghana, panel secondary data from thirteen listed 
manufacturing firms on the Ghana stock exchange from 2005 to 2009 was used. 
The study found a negative relationship between account receivable management 
and performance [21]. Notwithstanding, Cash management has a significant posi-
tive relationship with firm performance. The negative relationship between ac-
counts receivable and performance confirms the findings of [46] [47]; Nonethe-
less, the same finding contradicts the positive relationship found by [20].  

Similarly, to analyse the effect of financial management practices on the per-
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formance of businesses in Obuasi municipality in Ghana, a study sampled 99 
enterprises. Findings were that working capital and capital budgeting are signif-
icantly positive and negative predictors of firm performance [23]. 

[48] using OLS regression, discovered an inverse association between cash 
management, accounts receivable and profitability of SMEs. However, a positive 
relationship was found between days of inventory, accounts payable and firms’ 
profitability. These findings are consistent with [19] results.  

Similarly, a study using 98 SMEs listed in Iran for six years examined the as-
sociation between working capital management practices and SME performance. 
Results revealed an inverse association between all the measures of working cap-
ital management and performance [49]. This result confirms the finding of [20], 
whose study discovered a negative relationship between accounts receivable, 
cash conversion cycle and profitability of firms. Nevertheless, the same result 
contradicts the posit that a positive relationship exists between inventory day, 
accounts payable and performance as put forward by [30] [48]. The factuality of 
the study’s findings may not represent the reality on the ground due to the short 
period for the considered data.  

[29] examined the connection between working capital management and SMEs 
performance using a ten-year period data ascertained from listed firms in South 
Africa and analysed through GMM. Results indicated a negative relationship be-
tween the average receivable period, inventory conversion period and perfor-
mance. These findings are consistent with the result of [44] [46], who found a 
negative relationship between the account receivable period and the performance 
of SMEs. Meanwhile, [47]-[49] also discovered a negative relationship between 
cash conversion and performance. On the contrary, the negative relationship devi-
ated from the result of [21], whose study ascertained a positive significant rela-
tionship between the cash conversion cycle and performance. Again, the study re-
vealed a positive relationship between the average payment period and firm per-
formance [29]. This finding debunks the result of [32] [48] [49] [50], who ascer-
tained a negative association between accounts payable and the performance of 
SMEs. The study used a short data span which can lead to skewness in its results.  

Contrastingly, an investigation into the impact of working capital manage-
ment on the performance of SMEs in Ghana, [51] used a sample of 366 SMEs for 
a data period of 10 years. Using GMM, a positive association was detected be-
tween the trade payable period and SMEs performance in Ghana. The positive 
association affirms the account of [29], who also ascertained a positive relation-
ship between the accounts receivable period and the performance of SMEs. 
Conversely, the result refutes [49] findings, whose study discovered an inverse 
nexus between account payable and SME performance. The test revealed an in-
verted U-shape linkage between account receivable and performance.  

This finding supports the result of [26], whose study revealed an inverted 
U-shape relationship between trade receivables and performance. Nonetheless, 
the result deviates from the findings of [20] [21] [29] [49], who discovered a 
negative relationship between the account receivable and the performance of 
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SMEs. Just as [29], whose study considered a short data span, this study also 
used the same data period, making its results somewhat questionable. 

Conversely, the negative relationship put forward by [52] is opposed by [17]’s 
study, which found a concave relationship between working capital and perfor-
mance. [26] [46] [47] found a U-shaped relationship. On the contrary, the nega-
tive, U-shape and the concave account refute [20] argument, whose study on 
SMEs in the Kumasi metropolis of Ghana discovered a positive relationship. 
Again, [19] also supports the positive relationship. 

Similarly, an inquiry into the effect of working capital management on the 
performance of 13 listed manufacturing firms in Ghana with panel data from 
2010 to 2019 by [53] used descriptive measures as well as inferential analysis. 
Findings showed a negative relationship between the inventory period and firms’ 
profitability. This result agrees with the finding of (Godswill et al, 2018; [50]), 
whose investigation revealed a negative relationship between inventory period 
and profitability. The average receivable period showed a significant inverse 
connection with firm performance [53].  

The negative relationship agrees with [20] [29] [46] [49] [54], who alluded 
that an inverse relationship exists between accounts receivable period and per-
formance of firms. Notwithstanding, the negative association opposes the posi-
tive relationship argument, as [21] put forward. Again, [53] found an inverse 
association between accounts payable and firm performance. This result disa-
grees with the positive relationship between the accounts payable and the per-
formance of the enterprise [48].  

2.3. Hypothesis Development 

A review of the empirical studies has provided diverse results on the relationship 
between cash management and the performance of SMEs in different jurisdic-
tions. For instance, [48] [49] provided evidence that a negative relationship ex-
ists between cash management and profitability as a performance measure. 
Again, the cash conversion cycle negatively affects the profitability of SMEs [48]. 
Notwithstanding, the account of [21] documented that SMEs’ cash conversion 
cycle positively influences these firms’ profitability. Based on this exegesis, the 
current study hypothesizes that: 

H1: Effective cash management has a positive relationship with the perfor-
mance of SMEs. 

Inventory refers to stock kept by firms for direct sales or further processing 
into finished and semi-finished goods. Different firms with different sizes deal 
with myriad kinds of inventories. Literature asserts that inventory management 
has a negative relationship with firm profitability [48] [49] [53]. These authors 
justified that pursuing aggressive working capital management with a concentra-
tion on inventory management negatively affects SMEs’ performance. On the 
contrary, [48] documented a positive relationship between inventory manage-
ment and firms’ profitability. Based on the above exegesis, the current study hy-
pothesis is as follows: 

https://doi.org/10.4236/oalib.1111799


D. K. Adegbedzi et al. 
 

 

DOI: 10.4236/oalib.1111799 7 Open Access Library Journal 
 

H2: Effective Inventory Management has a positive effect on the performance 
of SMEs. 

Effective receivables management system is one that ensure early recovery of 
credit sales within the shortest possible time say 21 days [53]. According to liter-
ature, accounts receivable enhance profitability and consequently affect 
small-scale firms’ performance positively [21] [51]. However, this submission is 
refuted by existing studies who found a negative relationship [20] [46] [48] [49]. 
Again, this negative relationship was affirmed by the study of [29] [53], whose 
investigation revealed an inverse relationship between accounts receivable and 
the performance of SMEs. It is worthy of note that the shorter receivables period 
reflects effective receivables management. In another dimension, [26] docu-
mented a U-shape relationship between accounts receivable and profitability. 
Based on this empirical exposition, the current study hypothesis is that: 

H3: Effective receivables management has a positive effect on the performance 
of SMEs. 

Effective payables management is running a payable system that does not re-
pay creditors quickly, pay creditors leaving enough cash reserve. According to a 
scholarly apprehension, a positive association exists between accounts payable 
and the profitability of SMEs. The account has it that efficient control of ac-
counts payable would spur SMEs for better performance [29] [48] [51]. This 
positive relationship is contended by the argument put forward by [49] [53] [55] 
that trade payable inversely impacts the profitability of SMEs. Based on this evi-
dence, the current study hypothesis is that: 

H4: Effective payables management has a positive effect on the firm perfor-
mance of SMEs. 

 

 
Source: Authors’ construct (2023). 

Figure 1. Conceptual framework. 
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The assumed interconnection between the various exogenous and endogenous 
variables is depicted in Figure 1. 

3. Data and Methods 

This study employed the quantitative approach in analysing and achieving the 
research objectives. Quantitative research is a research strategy that emphasises 
quantification in data collection and analysis [56] quantitative research methods 
encompass survey modelling and statistical analysis [57]. By extension, the study 
is grounded on the positivist philosophy since the researcher objectively used 
questionnaires to gather information from SMEs to make meaningful conclu-
sions and inferences without giving room for external or internal human ma-
nipulation [58]. Again, the study adopted an explanatory research design. This 
design is most appropriate in this context since the study’s focus is to ascertain 
the impact of short-term financial management practices on SMEs performance, 
an evidence of cause-effect analysis, which is the purpose of explanatory research 
design as supported [59]. 

Primary data on working capital management practices and performance in-
dicators was obtained from a sample of 130 SMEs owners/managers using a 
closed-ended questionnaire, a sample drawn from an accessible population of 
184 SMEs in the Effutu Municipality (Records Division, Business Enterprises 
Programme Unit (RDBEP) [60]. The sample size was determined using Yama-
ne’s (1973) sample size determination formula. This sample size is sufficient for 
the analysis according to [59], who accentuated that a sample size of between 
10% and 30% is a good representation of the target population, hence 70.7% of 
the study’s population was appropriate for the study. The choice of Effutu mu-
nicipal is justified on the basis that the municipality has experienced an extrava-
gant surge in population due to the presence of the university of education, 
Winneba and this has led to the springing up of several SMEs dealing in differ-
ent lines of products [60]. 

The study adopted the four dimensions of working capital management prac-
tices, such as inventory management, receivables management, payables man-
agement and cash management, as the short-term financial management prac-
tices. The inventory management construct was adopted by [61], who identified 
three dimensions of inventory management such as reorder point activities 
(INV1), inventory control (INV2) and supplier monitoring (INV3). Again, the 
receivables management construct was defined in four dimensions such as credit 
standards (REC1), credit period (REC2), discounts (REC3) and collection policy 
(REC4), as espoused by [61]. Further, the cash management construct was de-
veloped using the four dimensions of cash management proposed by [62]: cash 
planning, managing cash flows, optimum cash levels and investing surplus cash. 
Payables management also took three dimensions, such as the selection of coop-
erating suppliers (PAY1), meeting credit deadlines (PAY2) and effective negoti-
ation with creditors (PAY3). This was developed based on an extensive literature 
review on payables management [63] [64]. Profit margin (PERF1), sales growth 
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(PER2) and customer satisfaction (PER3) were used as indicators of perfor-
mance [61]. 

This study employed the Partial Least Square-Structural Equations Model ap-
proach in its data analysis. In effect, the measurement model and structural 
model were assessed. In assessing the measurement model, assessments such as 
indicator reliability, internal consistency reliability, convergent validity and dis-
criminant validity were executed in accordance with recommendations [65]. In 
this study, whereas indicator loadings were used to assess the indicator reliabil-
ity, Cronbach’s Alpha and Composite Reliability coefficients were used to assess 
the internal consistency reliability. Again, whereas average variance extracted 
(AVE) was used to assess the convergent validity of the constructs, the For-
nell-Larcker Criterion [66] and Heterotrait-Monotrait (HTMT) Criteria [67] 
were used to assess the discriminant validity of the reflective model. Additional-
ly, the structural model was assessed from dimensions such as the test of collin-
earity [68], significance and relevance of structural model relationships [69], 
model’s explanatory power [70] and model’s predictive power [71]. The colline-
arity test was executed with the aid of the variance inflation factor (VIF) [71]. 
Also, the significance and relevance of the structural model relationship were 
assessed using path coefficients, t-values, p-values and f2 (effect size). Further, R2 
and R2 adjusted were used to assess the reflective model’s explanatory power as 
RMSE (root-mean-square-error) and MAE (mean absolute error) values were 
compared with a naïve linear regression model (LM) benchmark to assess the 
model’s predictive power. The model fit was assessed by employing tests such as 
Standardized Root Mean Square Residual (SRMR) [67], Normed fit index (NFI) 
[72] and Chi-square values [73]. The importance-performance map was also 
used to assess the robustness of the model. 

4. Assessment of Measurement Model 

In this section, four steps were followed in assessing the measurement model 
[74]. These steps include assessment of indicator reliability, internal consistency 
reliability, convergent validity, and discriminant validity.  

Per the results in Table 1, which shows the reliability of the various indicators 
used to measure a construct, all the indicators loaded satisfactorily with at least a 
coefficient of more than 0.7 except only three indicators with a reliability coeffi-
cient of less than 0.7. According to [65], an indicator’s default value should be at 
least 0.7, and our result satisfies this condition since CR and CA loadings are all 
more than 0.7. Again, the various indicators combined to measure the constructs 
were all effective based on the Composite Reliability (CR) values of greater than 
0.7, the constructs were also consistent and durable, premised on the consistency 
values of more than 0.7 [65]. Per Table 3, most of the AVE were more than the 
0.6 thresholds signifying that the constructs are convergently valid since most 
unseen variables possess AVE values greater than 0.5 and the product has higher 
volatility [66]. 
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Table 1. Indicator reliability, construct reliability and convergent validity. 

Construct/Associated indicators Loadings CA CR AVE 

Inventory Management  0.770 0.848 0.593 

INV1 0.909    

INV2 0.896    

INV3 0.694    

INV4 0.512    

Receivables Management  0.806 0.873 0.632 

REC1 0.814    

REC2 0.855    

REC3 0.736    

REC4 0.771    

Payables Management  0.755 0.830 0.622 

PAY1 0.891    

PAY2 0.665    

PAY3 0.794    

Cash Management  0.734 0.833 0.561 

CASH1 0.828    

CASH2 0.835    

CASH3 0.560    

CASH4 0.739    

Performance  0.783 0.874 0.698 

PERF1 0.796    

PERF2 0.825    

PERF3 0.883    

 
Discriminant validity is used to measure a construct’s distinctiveness [65]. 

The results presented in Table 2 show the discriminant validity through the 
HTMT with a cut-off margin of 0.85 [65], a cut-off margin of less than 0.9 as 
advocated by [67], and a cut-off threshold of less than 1 [75]. Since all the 
HTMT values are less than 0.85, our constructs are regarded as very distinctive, 
and the variables are significantly different from each other and without any col-
linearity. This assertion is confirmed by the Fornell-Larcker criterion, which 
posits that for a construct to achieve an acceptable discriminant validity, the 
square root of the AVE of a construct should be greater than the correlation be-
tween the construct and any other construct in the model [65] [66].  

 
Table 2. Assessment of discriminant validity. 

 Fornell-Larcker Criterion Heterotrait-Monotrait (HTMT Criterion) 
 PERF INV REC PAY CASH PERF INV REC PAY CASH 

PERF 0.835     -     

INV 0.625 0.770    0.533 -    
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Continued 

REC 0.599 0.655 0.795   0.422 0.536 -   

PAY 0.521 0.488 0.388 0.789  0.691 0.621 0.544 -  

CASH 0.644 0.244 0.434 0.366 0.749 0.366 0.452 0.399 0.633 - 

Note: The figures in bold represent the square root of the Average Variance Extracted (AVE). 

5. Assessment of Structural Model Altaf 

This section involves assessing the structural model, including multicollinearity, 
the model’s explanatory power, the model’s predictive power, the significance 
and relevance of path coefficients, and the model fit and robustness test. 

5.1. Assessment of Model Predictive Power 

The predicting power of the various indicators and the constructs that represent 
the exogenous variables were assessed using the Q-predict with the result pre-
sented in Table 3. Studies have it that for a model to exhibit predictive power, 
the Q2 values of the indicators for the exogenous variable should be above the 
most naive threshold of 0 [65] [75]. Since the Q2 predict values are greater than 
0, the model possesses strong predictive power. To measure the error carried by 
PLS-SEM analysis, PLS-SEM_RMSE values must be compared with LM_RMSE 
values that predict the assessed variables with the criterion that errors in the PLS 
estimation should be less than the errors in linear regression estimation [65]. 
Comparing the PLS SEM_RMSE, MAE results with the most naive LM_RMSE, 
MAE threshold shows that all the indicators for the exogenous variable have 
lower RMSE or MAE prediction error. This means the model exhibits strong 
prediction power with the PLS_SEM having the best predicting ability.  

 
Table 3. Model’s predictive power. 

 Q2predict PLS_SEM_RMSE LM_RMSE PLS_SEM_MAE LM_MAE 

PERF1 0.531 0.886 0.908 0.703 0.710 

PERF2 0.463 0.841 0.855 0.632 0.652 

PERF3 0.582 0.773 0.805 0.607 0.645 

5.2. Assessment of Model Fitness 

For a model to be declared fit, the Standardized Root Mean Square Residual 
(SRMSR) should fall below 0.08, the Normed Fit Index should also be closer to 
1.0 [67] [72]. According to the results presented in Table 4, the SRMR values for 
both saturated and estimated models are less than the 0.08 margin, and the NFI 
value of 0.86 is close to 1.0. Based on these criteria, the model is declared fit with 
negligible aberration from the actual and expected correlations. According to 
[73]), for a model to be deemed fit, its chi-square value ascertained by dividing 
the estimated value by the degree of freedom should fall below 3. Per this meas-
ure, the model’s fitness is confirmed based on the Chi-square assessment crite-
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rion value of 2.666, which is less than the threshold of 3. 
 

Table 4. Model fit summary. 

 Saturated Model Estimated Model 

SRMR 0.035 0.035 

d_ULS 0.889 0.889 

d_G 0.83 0.83 

Chi-square 335.233 335.233 

NFI 0.863 0.863 

Note: SRMR and NFI represent Standardized Root Mean Square Residual and Normed 
Fit Index. 

5.3. Structural Model Summary 

The study assesses the effect of the various exogenous variables Inventory man-
agement (INV), Receivables management (REC), Payables management (PAY), 
and Cash management (CASH) on the endogenous variable Performance 
(PERF). The exogenous variables together explained a total of 77% variation in 
the performance. This is considered acceptable since it is more than the 70% 
threshold. Per Cohen’s f statistics, the effect exhibited by the exogenous variables 
was insignificant, as indicated in Table 5. An absence of multicollinearity was 
evident in Table 5 owing to the fact that the highest VIF value of 4.9 is still be-
low the threshold of 5 [65] and way below the threshold of 10 [76]. This con-
firms the distinctiveness of the variables as established by the discriminant valid-
ity. The closer the Q2 predict values to the adjusted R2 and being positive indi-
cates that the PLS_SEM model possesses relevant predictive power. The 
PLS_SEM path coefficient and significance, including the factor loadings, are 
presented in Figure 2. The diagram shows that almost all the factors loaded sat-
isfactorily with coefficients greater than the threshold of 0.7 except only three 
indicators. The RMSE and MAE of the prediction were below 0.5, confirming 
that the estimation is of high accuracy of the model. 

Per Figure 2, the first hypothesis (H1) is accepted since the test produced a 
significant and positive coefficient of 0.298. This leads to the conclusion that im-
plementing prudent cash management practices improves SMEs’ performance 
by 0.298 magnitude in the Effutu municipality. In H2, the study discovered that 
there is a positive effect of inventory management on the performance of SMEs. 
It can be inferred that good inventory practices are needed to improve better 
organisational performance in the Effutu municipality. 

Again, the next hypothesis that a positive relationship exists between REC and 
PERF of SMEs is accepted based on the positive coefficient of 0.26. The ac-
ceptance of the H3 shows that improvement in receivable practices causes 0.26 
units enhancement in performance. The final hypothesis recorded a coefficient 
of 0.192. This leads to the acceptance of the H4 and concludes that a positive re-
lationship exists between payables management and the performance of SMEs in 
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the Effutu municipality. This shows that a unit improvement in the payables 
practices translates to a 0.192 unit rise in the performance of SMEs. 

 
Table 5. Summary of the structural model. 

 Original  
sample(O) 

Sample 
mean(M) 

Standard 
deviation 
(STDEV) 

T statistics 
(|O/STDEV|) 

P values F2 VIF 
Decision 

Rule 

H1: INV→PERF 0.211 0.211 0.089 2.371 0.018 0.046 4.366 Supported 

H2: REC→PERF 0.260 0.260 0.070 3.694 0.000 0.113 2.675 Supported 

H3: PAY→PERF 0.192 0.192 0.082 2.333 0.020 0.045 3.700 Supported 

H4: CASH→PERF 0.298 0.299 0.082 3.650 0.000 0.080 4.998 Supported 

Endogenous Variable R2 
Adjusted 

R2 
Q2predict RMSE MAE    

PERF 0.777 0.770 0.759 0.498 0.409       
 

 
Figure 2. Structural path coefficients and bootstrapping. 

5.4. Robustness 

The research relied on the Important-Performance Map (IPM) to judge the most 
critical working capital management activity that can significantly enhance 
SMEs’ performance. The IPM for the various exogenous variables is presented in 
Figure 3. Figure 3 reveals that cash management is the most critical working 
capital management practice that contributes significantly to the performance of 
SMEs. To the expectation of the study, the more funds available to SMEs with 
prudent cash management, the more they can invest strategically in their opera-
tions. Inventory is the second most important working capital management 
practice that contributes significantly to SMEs’ performance. This is also an ex-
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pectation of the study since the strategic decision to invest in inventory would 
increase the profit of SMEs. To the surprise of the study, the last critical factor 
identified by the IPM as contributing least to the performance of SMEs is re-
ceivables. This is surprising because inappropriate pegging of receivable days can 
plunge a firm into a financial crunch. It can be inferred that much attention to-
ward improving the factors of working capital management for better perfor-
mance of SMEs should be given to cash management practices. 

 

 
Figure 3. Importance performance map (IPM). 

 
An observation from Table 6 shows that the exogenous variables have a high 

degree of positive effect on the performance of SMEs, implying that improvement 
in these indicators would have a tremendous effect on performance. Nonetheless, 
the most impact on performance by these factors is caused by CASH management, 
with REC management causing less impact. This confirms the IPM results. This 
connotes that improving performance using WCM should be given priority to 
CASH management with less attention on REC management. 

 
Table 6. Importance performance values. 

Variables Total Effect (TE) Performance (P) Overall Score(P/TE) Ratings 

CASH 0.298 39.847 133.7148 1 

INV 0.211 38.006 180.1232 2 

PAY 0.192 37.04 192.9167 3 

REC 0.26 33.774 129.9 4 

 
Short-term financial decision refers to all financial management decisions 
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taken by managers of firms concerning the inflows and outflows that fall within 
one accounting year. It involves decisions regarding monthly, quarterly and 
semi-annually contrastingly, long-term financial decisions embody all financial 
management decisions on revenue and expenditure that spend beyond one ac-
counting period [32] [53].  

6. Discussion 

The study recorded a positive relationship between cash management and SMEs 
performance. Therefore, H1 is accepted. The observed positive relationship 
stands to reason that appropriately planning cash flow to avoid excess or short-
age of cash and investing any extra cash to earn a windfall would improve the 
performance of SMEs in the Effutu municipality. Again, preparing and review-
ing cash budget on a regular basis eliminates impulse purchases, and ensures 
prudent spending which results in better SMEs performance. The finding agrees 
with the working capital theory’s preposition that proper cash management as a 
current asset improves SMEs’ performance [21] [32]. Similarly, the result con-
firms the risk management theory’s assertion that putting measures in place to 
monitor, identify, analyse, and control risk ensures effective cash management, 
thereby improving SMEs’ performance. The positive relationship agrees with the 
account of [21], who found a positive association between cash management and 
SMEs performance. Notwithstanding, studies by [49]. [29] discovered an inverse 
association. Furthermore, the argument put forward by [53] that cash manage-
ment negatively impacts SMEs’ performance contradicts the present study’s 
findings.  

The inquiry registered a positive effect of inventory management on SMEs’ 
performance. The H2 is accepted, which signifies that conducting regular 
stock-taking, and ordering inventory based on current stock level and market 
demand enhances SMEs’ performance. Also, making a conscious effort to plan 
and implement appropriate inventory measures and to convert inventory into 
cash, thus, maintaining a short inventory cycle would significantly increase the 
performance of SMEs in the Effutu municipality. The result meets the expecta-
tion of the working capital theoretical framework because prudent measures 
taken to control stock movement in an enterprise improve performance. More-
over, as found by the study, implementing measures to curtail uncertainties that 
may affect inventory would improve SMEs’ performance which is in line with 
the risk control theory [38] [39]. The finding confirms the account of [49], who 
discovered a positive relationship between inventory management and SMEs 
performance. Conversely, the same result is inconsistent with the evidence put 
forward by [29] [49], who found an inverse relationship between inventory 
management and firm performance. Moreover, the finding deviated from the 
inverse relationship found by [53]. 

A positive causal relationship exists between receivables management and 
SMEs’ performance. The H3 is supported, indicating that operating under a 
comprehensive debt collection policy and setting attractive discount packages 
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would increase firm performance. Again, setting an optimal debt collection pe-
riod would reduce the debt stock of customers and enhance organisational per-
formance. Moreover, setting a standard level at which a single customer can 
purchase on credit minimises indebtedness by customers and improves SMEs’ 
performance. This result also conforms with the prepositions of the working 
capital management theory, which advocates that better management of the re-
ceivables of a firm increases organisational performance [31] [32]. The risk con-
trol theory’s admonitions are supported by our result since instituting appropri-
ate risk measures toward receivables reduces bad debts and their associated cost, 
which improves SMEs’ performance. The finding confirms the account of [20], 
who discovered a positive relationship. Nonetheless, the finding contradicts the 
argument championed by [21] [29] [48] [49] that there is a negative association 
between receivables management and SMEs performance. On the other hand, 
[51] found a U-shape relationship.  

Again, the investigation found a positive relationship between payables man-
agement and SMEs’ performance. The H4 is accepted. The failure to reject this 
hypothesis means that sound payables management significantly increases 
SMEs’ performance. This significant rise in firm performance could stem from 
an improved firm reputation and increased loyalty. Also, the positive association 
implies that appropriately negotiating for a credit period beyond 30 business 
days would leave enough cash at the disposal of the firms to be used for extra 
trading, yielding higher revenue. Moreover, good payables management practic-
es result in improved firm performance because a favourable payment period 
allows the enterprise enough time to sell goods purchased on credit before re-
paying its debt. The assertion of the working capital theory that appropriate 
handling of payables improves SMEs’ performance is confirmed by the discov-
ered positive relationship [31]. Similarly, the risk management theory’s proposi-
tion that controlling risk affects working capital indicators is supported by a 
positive relationship [39]. The positive association is in alignment with the ac-
count of [29] [48], who alluded that account payables management has a positive 
significant effect on the performance of SMEs. In addition, the positive result af-
firms the claim of [51]. On the contrary, [49] [53] put forward that there is a 
negative association between account payables management and performance. 

7. Conclusion 

The study sought to investigate the relationship between working capital 
measures CASH, REC, INV, PAY and the performance of SMEs in the Effutu 
municipality. The explanatory design and quantitative approach were employed 
in the exploration. A sample of 130 was drawn from a population of 184 SMEs in 
the Effutu municipality, a questionnaire was deployed for data collection. 
PLS_SEM was deployed as the data analysis technique. Successful application of 
the PLS_SEM after a series of robust tests revealed a positive association between 
all the exogenous variables and SMEs performance leading to the acceptance of 
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all the study hypotheses. Our results of a positive relationship between cash 
management, inventory management, receivables management, payables man-
agement and SMEs performance means that proper management of these indi-
cators positively impacts the performance of SMEs in the Effutu municipality. 
These findings are consistent with existing studies to a greater extent since the 
literature has it that sound management of working capital indicators increases 
SMEs performance. Again, our findings agree with the preposition of the work-
ing capital management theory. Moreso, our findings support the expectation of 
the risk management theory in that instituting measures to curtail probable risk 
improves SMEs performance. The following conclusions are drawn in light of 
the findings. First, the study concludes that preparing and reviewing cash budget 
on a regular basis, maintaining an optimal level of cash and investing excess cash 
for a windfall would improve SMEs performance. Second, maintaining a moderate 
inventory conversion cycle based on market demand, engaging in stock-taking on 
a regular basis, implementing effective inventory management, avoiding over or 
under-stocking and instituting mechanisms to monitor inventory movement 
would increase SMEs performance. Third, pegging short receivables days, insti-
tuting stimulating discount packages to prevent defaults and using effective 
credit standards regarding credit sales are needed to increase the performance of 
small and medium-scale firms. Lastly, the research concludes that negotiating 
for longer payables days, dealing with cooperating suppliers and meeting dead-
lines on short-term obligations enhance reputation, give SMEs the room to op-
erate freely and consequently impact SMEs performance positively.  

8. Recommendations 

The study urges SME managers to institute cash mechanisms that would prevent 
excess and shortage of cash. Again, managers of SMEs are implored to prepare 
and review cash budgets on a regular basis, this would minimise impulse pur-
chases and ensure the availability of cash as and when needed. The business ad-
visory board of assemblies should consider engaging owners and managers of 
SMEs in their respective districts to train them on sound cash management 
practices. Again, overseers of SMEs are implored to maintain a short inventory 
conversion period within 27 working days, subject to respective market demand. 
SMEs should peg their inventory at appropriate levels that minimise storage 
costs and refrain from the practice of frequent reordering to reduce ordering 
costs.  

Also, managers of SMEs should peg their receivables period less than 30 busi-
ness days to ensure the availability of adequate cash. Implement standard dis-
count packages to encourage payment. Moreover, owners of firms should nego-
tiate for payable days beyond 30 business days to ensure adequate time for con-
verting inventory into cash. To maintain a healthy trading relationship, SMEs 
should satisfy their debt when they fall due to avoid legal repercussions. 

Furthermore, policymakers should introduce measures that would encourage 
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the growth of SMEs such as tax incentives and other business support services like 
soft loans. Our study brings new insight into the discussion on WCM practices 
and their effect on SMEs’ performance using first-hand data and non-accounting 
base measures. Thus, our study is the first of its kind to explore the concepts in 
the Efutu municipality narrative and also used new measurement criteria to as-
sess the concepts. Again, we explored this concept more robustly using the 
PLS_SEM as a contemporary approach other than the conventional OLS ap-
proach. 

We recommend that academia explore the effect of WCM practices on the 
stock valuation of manufacturing firms in Ghana using non-accounting-based 
measures. Again, future studies should also explore the relationship in the 
Greater Accra metropolis. 

Conflicts of Interest 

The authors declare no conflicts of interest. 

References 
[1] Hamza, K., Mutala, Z. and Antwi, S.K. (2015) Cash Management Practices and Fi-

nancial Performance of Small and Medium Enterprises (SMEs) in the Northern Re-
gion of Ghana. International Journal of Economics, Commerce and Management, 3, 
456-480. 

[2] Turgut, G. (2022) Effect of Cash Management Practices on Financial Sustainability 
of Small and Medium Scale Enterprises in Kericho Central Business District, Kenya. 
Master’s Thesis, University of Kabianga. 

[3] Augustine, N. and Jacob, I. (2017) Cash Management and Performance of Listed 
Firms in Nigeria. Journal of Economics, Management and Trade, 18, 1-13.  
https://doi.org/10.9734/jemt/2017/33719 

[4] Fuamenya, F. and Jonathan, F. (2014) Effects of Cash Management Techniques on 
the Performance of Large Enterprises. Case Global Business Review, 17, 1-20.  

[5] Mohamed, A.N. and Omar, N.I.G.I.B. (2016) Effects of Cash Management on Fi-
nancial Performance of Private Secondary Schools in Mugadishu, Somalia. 
IJRDO-Journal of Business Management, 2, 89-107. 

[6] Fabozzi, F.J. (2000) Cash Management: Products and Strategies (Vol. 78). John 
Wiley & Sons. 

[7] Afrifa, G.A. (2013) Working Capital Management Practices of UK SMEs: The Role 
of Education and Experience. International Journal of Academic Research in Ac-
counting, Finance and Management Sciences, 3, 185-196.  

[8] Dunn, P. and Cheatham, L. (1993) Fundamentals of Small Business Financial Man-
agement for Start up, Survival, Growth, and Changing Economic Circumstances. 
Managerial Finance, 19, 1-13. https://doi.org/10.1108/eb013737 

[9] Asare Vitenu-Sackey, P. and Barfi, R. (2021) The Impact of COVID-19 Pandemic 
on the Global Economy: Emphasis on Poverty Alleviation and Economic Growth. 
The Economics and Finance Letters, 8, 32-43.  
https://doi.org/10.18488/journal.29.2021.81.32.43 

[10] Bank of Ghana (2018) Banking Sector Report. https://www.bog.gov.gh  

[11] Ansah, D.K. (2021) Tax Compliance amongst Small and Medium Scale Enterprises 

https://doi.org/10.4236/oalib.1111799
https://doi.org/10.9734/jemt/2017/33719
https://doi.org/10.1108/eb013737
https://doi.org/10.18488/journal.29.2021.81.32.43
https://www.bog.gov.gh/


D. K. Adegbedzi et al. 
 

 

DOI: 10.4236/oalib.1111799 19 Open Access Library Journal 
 

in the Central Business District Accra. Master’s Thesis, Kwame Nkrumah Universi-
ty. 

[12] Dauda, S. and Nyarko, S.H. (2014) Chasing Credit: The Bane of Small and Medium 
Scale Enterprises in Assin North Municipality, Ghana. International Journal of En-
trepreneurship and Small Business, 22, 218-230.  
https://doi.org/10.1504/ijesb.2014.062502 

[13] Mohammed, U.D. and Obeleagu-Nzelibe, C.G. (2014) Entrepreneurial Skills and 
Profitability of Small and Medium Enterprises (SMEs): Resource Acquisition Strat-
egies for New Ventures in Nigeria. Proceedings of 25th International Business Re-
search Conference, Cape Town, 13-14 January 2014, 1-21. 

[14] Obuobi, S., Tay, H.K., Tram, N.D.T., Selvarajan, V., Khara, J.S., Wang, Y., et al. 
(2019) Facile and Efficient Encapsulation of Antimicrobial Peptides via Crosslinked 
DNA Nanostructures and Their Application in Wound Therapy. Journal of Con-
trolled Release, 313, 120-130. https://doi.org/10.1016/j.jconrel.2019.10.013 

[15] Capital, E. (2019) Exotix Developing Markets Guide: Debt and Risk across the 
Frontier. Springer. 

[16] Kyei-Mensah-Bonsu, O. (2023) Report of the Special Budget Committee on the 
2024 Budget Estimates of the Ghana Audit Services. Parliament of Ghana. 

[17] Mugano, G. and Dorasamy, N. (2023) SMEs and Economic Development in Africa. 
Taylor & Francis Group. 

[18] Altaf, N. and Shah, F.A. (2018) How Does Working Capital Management Affect the 
Profitability of Indian Companies? Journal of Advances in Management Research, 
15, 347-366. https://doi.org/10.1108/jamr-06-2017-0076 

[19] Alarussi, A.S. and Alhaderi, S.M. (2018) Factors Affecting Profitability in Malaysia. 
Journal of Economic Studies, 45, 442-458. https://doi.org/10.1108/jes-05-2017-0124 

[20] Sah, G.G. (2020) Impact of Working Capital Management on the Profitability of 
SMEs through Cash Operation Cycles in Kumasi. The Challenges of Analyzing So-
cial and Economic Processes in the 21st Century, Szeged, 14-16 September 2020, 
112-128. https://doi.org/10.14232/casep21c.8 

[21] Akoto, K. (2013) Working Capital Management and Profitability: Evidence from 
Ghanaian Listed Manufacturing Firms. Journal of Economics and International Fi-
nance, 5, 373-379. https://doi.org/10.5897/jeif2013.0539 

[22] Njenga, R. and Jagongo, A. (2019) Effect of Financial Management Decisions on 
Financial Performance of Selected Non-Deposit Taking SACCOs in Kiambu Coun-
ty, Kenya: Theoretical Review. International Academic Journal of Economics and 
Finance, 3, 204-217. 

[23] Yensu, J. and Adusei, C. (2016) Dividend Policy Decision across African Countries. 
International Journal of Economics and Finance, 8, 63-77.  
https://doi.org/10.5539/ijef.v8n6p63 

[24] Okyere, C.Y. (2021) Demand for Environmental Quality: Averting Behaviors Im-
pacts and Valuation in Southern Ghana. Water Policy, 23, 358-375.  
https://doi.org/10.2166/wp.2021.196 

[25] Boisjoly, R.P., Conine Jr., T.E. and McDonald, M.B. (2020) Working Capital Man-
agement: Financial and Valuation Impacts. Journal of Business Research, 108, 1-8.  
https://doi.org/10.1016/j.jbusres.2019.09.025 

[26] Anton, S. and Afloarei Nucu, A. (2020) The Impact of Working Capital Manage-
ment on Firm Profitability: Empirical Evidence from the Polish Listed Firms. Jour-
nal of Risk and Financial Management, 14, Article 9.  
https://doi.org/10.3390/jrfm14010009 

https://doi.org/10.4236/oalib.1111799
https://doi.org/10.1504/ijesb.2014.062502
https://doi.org/10.1016/j.jconrel.2019.10.013
https://doi.org/10.1108/jamr-06-2017-0076
https://doi.org/10.1108/jes-05-2017-0124
https://doi.org/10.14232/casep21c.8
https://doi.org/10.5897/jeif2013.0539
https://doi.org/10.5539/ijef.v8n6p63
https://doi.org/10.2166/wp.2021.196
https://doi.org/10.1016/j.jbusres.2019.09.025
https://doi.org/10.3390/jrfm14010009


D. K. Adegbedzi et al. 
 

 

DOI: 10.4236/oalib.1111799 20 Open Access Library Journal 
 

[27] Nastiti, P.K.Y., Atahau, A.D.R. and Supramono, S. (2019) Working Capital Man-
agement and Its Influence on Profitability and Sustainable Growth. Business: Theo-
ry and Practice, 20, 61-68. https://doi.org/10.3846/btp.2019.06 

[28] Oladimeji, D.J.A. and Aladejebi, D.O. (2020) The Impact of Working Capital Man-
agement on Profitability: Evidence from Selected Small Businesses in Nigeria. Jour-
nal of Small Business and Entrepreneurship Development, 8, 27-40.  
https://doi.org/10.15640/jsbed.v8n1a3 

[29] Makoni, P. and Ndonwabile, N. (2020) The Nexus between Working Capital Man-
agement and Profitability: The Case of Listed Food and Beverage Firms in South 
Africa. International Journal of Accounting and Management, 10, 66-77.  
https://dj.univ-danubius.ro/index.php/JAM/article/view/466/564  

[30] Joshua, A.A., Osuma, G.O., Ikpefan, O.A., Agbeyangi, B.A. and Isibor, A. (2021) 
Strategic Management of Working Capital and Financial Performance of Listed 
SMES in Nigeria. Academy of Accounting and Financial Studies Journal, 25, 1-12. 

[31] Aminu, Y. and Zainudin, N. (2015) A Review of Anatomy of Working Capital 
Management Theories and the Relevant Linkages to Working Capital Components: 
A Theoretical Building Approach. European Journal of Business and Management, 
7, 10-18.https://doi.org/10.11648/j.sjbm.20170202.11 

[32] Atrill, P. (2006) Financial Management for Decision Makers. 4th Edition, Prentice 
Hall. 

[33] Barrow, C. (2001) The Complete Small Business Guide: A Source for New and 
Small Business. Wiley Publishing. 

[34] Khan, M.Y. and Jain, P.J. (2007) Financial Management: Tax, Problems and Cases. 
5th Edition, McGraw Hill Publishing Company Limited. 

[35] Shah, S., Khan, M.A. and Hameed, A. (2019) Working Capital Management and 
Firm Performance: Evidence from Emerging Markets. Journal of Economic Struc-
tures, 8, 9.  

[36] Yadav, S. and Pathak, R. (2016) Working Capital Management and Corporate Prof-
it-Ability: Evidence from India. Global Business Review, 17, 1-20.  

[37] Rizwan, M.S. and Ahmad, M. (2017) Impact of Working Capital Management on 
Firm Profitability: Empirical Evidence from Pakistan. Pakistan Journal of Com-
merce and Social Sciences, 11, 914-932.  

[38] Part, G., Sökmen, A.G. and Çetenak, E.H. (2008) Effects of Working Capital Man-
agement on Firm’s Performance: Evidence from Turkey. International Journal of 
Economics and Financial Issues, 2, 488-495. https://doi.org/10.2139/ssrn.1320495 

[39] Crovini, C., Ossola, G. and Marchini, P.L. (2018) Cyber Risk. The New Enemy for 
Risk Management in the Age of Globalisation. Management Control, 2, 135-155.  
https://doi.org/10.3280/maco2018-su2007 

[40] Øien, K. (2001) Risk Indicators as a Tool for Risk Control. Reliability Engineering & 
System Safety, 74, 129-145. https://doi.org/10.1016/s0951-8320(01)00067-9 

[41] Dorfman, W.I. (2007) First Responder’s Guide to Abnormal Psychology: Applica-
tions for Police, Firefighters and Rescue Personnel. Springer Science & Business 
Media. 

[42] Ezzamel, M., Willmott, H. and Worthington, F. (2008) Manufacturing Shareholder 
Value: The Role of Accounting in Organizational Transformation. Accounting, Or-
ganizations and Society, 33, 107-140. https://doi.org/10.1016/j.aos.2007.03.001 

[43] Pandey, I.M. and Nanda, D. (2017) Working Capital Management and Firm Profit-
ability: An Analysis of Indian Manufacturing Firms. Global Business Review, 18, 

https://doi.org/10.4236/oalib.1111799
https://doi.org/10.3846/btp.2019.06
https://doi.org/10.15640/jsbed.v8n1a3
https://dj.univ-danubius.ro/index.php/JAM/article/view/466/564
https://doi.org/10.11648/j.sjbm.20170202.11
https://doi.org/10.2139/ssrn.1320495
https://doi.org/10.3280/maco2018-su2007
https://doi.org/10.1016/s0951-8320(01)00067-9
https://doi.org/10.1016/j.aos.2007.03.001


D. K. Adegbedzi et al. 
 

 

DOI: 10.4236/oalib.1111799 21 Open Access Library Journal 
 

37-53.  

[44] Uyar, A. and Kilic, M. (2020) Working Capital Management. Journal of Accounting 
and Finance, 20, 45-61. https://doi.org/10.1016/j.jacfin.2020.09.001 

[45] Wei, J., Zeng, Q., Zhang, Y. and Liu, Y. (2017) Working Capital Management: A 
Literature Review and Research Agenda. Frontiers of Business Research in China, 
11, 1-17.  

[46] Altaf, N. and Ahmad, F. (2019) Working Capital Financing, Firm Performance and 
Financial Constraints. International Journal of Managerial Finance, 15, 464-477.  
https://doi.org/10.1108/ijmf-02-2018-0036 

[47] Yensu, J., Yiadom, E.K. and Awatey, S. (2016) Financial Management Practices and 
Profitability of Business Enterprises in Obuasi Municipality, Ghana. Research Jour-
nal of Finance and Accounting, 7, 66-76.  

[48] Makori, D.M. and Jagongo, A. (2013) Working Capital Management and Firm 
Profitability: Empirical Evidence from Manufacturing and Construction Firms 
Listed on Nairobi Securities Exchange, Kenya. International Journal of Accounting 
and Taxation, 1, 1-14.  

[49] Rezaei, M. and Pourali, M.R. (2015) The Relationship between Working Capital 
Management Components and Profitability: Evidence from Iran. European Online 
Journal of Natural and Social Sciences: Proceedings, 4, 332-342.  

[50] Godswill, O., Ailemen, I., Osabohien, R., Chisom, N. and Pascal, N. (2018) Working 
Capital Management and Bank Performance: Empirical Research of Ten Deposit 
Money Banks in Nigeria. Banks and Bank Systems, 13, 49-61.  
https://doi.org/10.21511/bbs.13(2).2018.05 

[51] Braimah, A., Mu, Y., Quaye, I. and Ibrahim, A.A. (2021) Working Capital Man-
agement and Smes Profitability in Emerging Economies: The Ghanaian Case. SAGE 
Open, 11, 1-16. https://doi.org/10.1177/2158244021989317 

[52] Le, B. (2019) Working Capital Management and Firm’s Valuation, Profitability and 
Risk. International Journal of Managerial Finance, 15, 191-204.  
https://doi.org/10.1108/ijmf-01-2018-0012 

[53] Asiedu, M.A., Adegbedzi, D.K., Oduro, R. and Iddrisu, S. (2020) Working Capital 
Management Effect on Return on Equity—Evidence from Listed Manufacturing 
Firms On Ghana Stock Exchange (GSE). International Journal of Finance and Ac-
counting, 5, 47-66. https://doi.org/10.47604/ijfa.1125 

[54] Ahkam, S., Nahar, N. and Shorna, S.R. (2021) Management of Receivables, Finan-
cial Distress, and Profitability in Bangladesh. Asian Economic and Financial Re-
view, 11, 710-723. https://doi.org/10.18488/journal.aefr.2021.119.710.723 

[55] Ayisi, A.L., Wenfang, Z., Adu-Gyamfi, J., Sampene, A.K. and Charles, O. (2021) 
Accrual Earnings Management, Real Earnings Management and Firm Performance: 
A Panel Data Analysis. EPRA International Journal of Economics, Business and 
Management Studies (EBMS), 8, 37-47. 

[56] Bell, E., Bryman, A. and Harley, B. (2022) Business Research Methods. Oxford Uni-
versity Press. 

[57] Nyame-Asiamah, F. and Patel, N.V. (2009) Research Methods and Methodologies 
for Studying Organisational Learning. European and Mediterranean Conference on 
Information Systems 2009 (EMCIS2009), Izmir, 13-14 July 2009, 1-15. 

[58] Park, Y.S., Konge, L. and Artino, A.R. (2020) The Positivism Paradigm of Research. 
Academic Medicine, 95, 690-694. https://doi.org/10.1097/acm.0000000000003093 

[59] Mugenda, O.M. and Mugenda, A.G. (2003) Research Methods: Quantitative & 

https://doi.org/10.4236/oalib.1111799
https://doi.org/10.1016/j.jacfin.2020.09.001
https://doi.org/10.1108/ijmf-02-2018-0036
https://doi.org/10.21511/bbs.13(2).2018.05
https://doi.org/10.1177/2158244021989317
https://doi.org/10.1108/ijmf-01-2018-0012
https://doi.org/10.47604/ijfa.1125
https://doi.org/10.18488/journal.aefr.2021.119.710.723
https://doi.org/10.1097/acm.0000000000003093


D. K. Adegbedzi et al. 
 

 

DOI: 10.4236/oalib.1111799 22 Open Access Library Journal 
 

Qualitative Approaches. Acts Press.  
https://exampapers.must.ac.ke/wp-content/uploads/2023/03/EEL-3201-READING-
AND-WRITING-SKILLS-IN-ENGLISH.docx-1.pdf  

[60] Records Division, Business Enterprises Programme Unit (2023) Effutu Municipal 
Assembly. 

[61] Ahmad, K. and Zabri, S.M. (2018) The Mediating Effect of Knowledge of Inventory 
Management in the Relationship between Inventory Management Practices and 
Performance: The Case of Micro Retailing Enterprises. Journal of Business & Retail 
Management Research, 12, 83-93.  
https://doi.org/10.24052/jbrmr/v12is02/tmeokoimitrbimpaptcomre 

[62] Pandey, P., Sehgal, S. and Ahmad, W. (2020) Banking System Integration in South 
Asia 1. In: Sehgal, S., Ahmad, W., Pandey, P. and Saini, S., Eds., Economic and Fi-
nancial Integration in South Asia, Routledge India, 137-147.  
https://doi.org/10.4324/9781003097563-10 

[63] Watson, D., Head, A., Mantovani, G.M. and Rossi, E. (2016) Corporate Finance. 
Principles and practice in Europe. https://iris.unive.it/handle/10278/3681520  

[64] Van Horne, J.C. and Wachowicz Jr., J.M. (2008) Fundamentals of Finance Man-
agement. YD Williams. 

[65] Hair, J.F., Howard, M.C. and Nitzl, C. (2020) Assessing Measurement Model Quali-
ty in PLS-SEM Using Confirmatory Composite Analysis. Journal of Business Re-
search, 109, 101-110. https://doi.org/10.1016/j.jbusres.2019.11.069 

[66] Fornell, C. and Larcker, D.F. (1981) Structural Equation Models with Unobservable 
Variables and Measurement Error: Algebra and Statistics. Journal of Marketing Re-
search, 18, 382-388. https://doi.org/10.1177/002224378101800313 

[67] Henseler, J., Ringle, C.M. and Sarstedt, M. (2014) A New Criterion for Assessing 
Discriminant Validity in Variance-Based Structural Equation Modeling. Journal of 
the Academy of Marketing Science, 43, 115-135.  
https://doi.org/10.1007/s11747-014-0403-8 

[68] Sarstedt, M. and Mooi, E. (2018) Regression Analysis. In: Sarstedt, M. and Mooi, E., 
Eds., Springer Texts in Business and Economics, Springer Berlin Heidelberg, 
209-256. https://doi.org/10.1007/978-3-662-56707-4_7 

[69] Streukens, S. and Leroi-Werelds, S. (2016) Bootstrapping and PLS-SEM: A 
Step-by-Step Guide to Get More Out of Your Bootstrap Results. European Man-
agement Journal, 34, 618-632. https://doi.org/10.1016/j.emj.2016.06.003 

[70] Shmueli, G. and Koppius, O.R. (2011) Predictive Analytics in Information Systems 
Research. MIS Quarterly, 35, 55-572. https://doi.org/10.2307/23042796 

[71] Becker, G.D., Bolton, J.S., Madau, P., Pettini, M., Ryan-Weber, E.V. and Venemans, 
B.P. (2015) Evidence of Patchy Hydrogen Reionization from an Extreme Lyα 
Trough below Redshift Six. Monthly Notices of the Royal Astronomical Society, 
447, 3402-3419. https://doi.org/10.1093/mnras/stu2646 

[72] Hu, L. and Bentler, P.M. (1999) Cutoff Criteria for Fit Indexes in Covariance Struc-
ture Analysis: Conventional Criteria versus New Alternatives. Structural Equation 
Modeling: A Multidisciplinary Journal, 6, 1-55.  
https://doi.org/10.1080/10705519909540118 

[73] Mantel, N. (1963) Chi-Square Tests with One Degree of Freedom; Extensions of the 
Mantel-Haenszel Procedure. Journal of the American Statistical Association, 58, 
690-700. https://doi.org/10.1080/01621459.1963.10500879 

[74] Hair, J.F., Sarstedt, M. and Ringle, C.M. (2019) Rethinking Some of the Rethinking 

https://doi.org/10.4236/oalib.1111799
https://exampapers.must.ac.ke/wp-content/uploads/2023/03/EEL-3201-READING-AND-WRITING-SKILLS-IN-ENGLISH.docx-1.pdf
https://exampapers.must.ac.ke/wp-content/uploads/2023/03/EEL-3201-READING-AND-WRITING-SKILLS-IN-ENGLISH.docx-1.pdf
https://doi.org/10.24052/jbrmr/v12is02/tmeokoimitrbimpaptcomre
https://doi.org/10.4324/9781003097563-10
https://iris.unive.it/handle/10278/3681520
https://doi.org/10.1016/j.jbusres.2019.11.069
https://doi.org/10.1177/002224378101800313
https://doi.org/10.1007/s11747-014-0403-8
https://doi.org/10.1007/978-3-662-56707-4_7
https://doi.org/10.1016/j.emj.2016.06.003
https://doi.org/10.2307/23042796
https://doi.org/10.1093/mnras/stu2646
https://doi.org/10.1080/10705519909540118
https://doi.org/10.1080/01621459.1963.10500879


D. K. Adegbedzi et al. 
 

 

DOI: 10.4236/oalib.1111799 23 Open Access Library Journal 
 

of Partial Least Squares. European Journal of Marketing, 53, 566-584.  
https://doi.org/10.1108/ejm-10-2018-0665 

[75] Amoako, G.K., Bawuah, J., Asafo-Adjei, E. and Ayimbire, C. (2023) Internal Audit 
Functions and Sustainability Audits: Insights from Manufacturing Firms. Cogent 
Business & Management, 10, Article ID: 2192313.  
https://doi.org/10.1080/23311975.2023.2192313 

[76] Aboagye-Otchere, F. and Boateng, P.Y. (2023) Financing Decision, Ownership Type 
and Financial Performance of Listed Non-Financial Companies in Ghana. Cogent 
Business & Management, 10, Article ID: 2170070.  
https://doi.org/10.1080/23311975.2023.2170070 

https://doi.org/10.4236/oalib.1111799
https://doi.org/10.1108/ejm-10-2018-0665
https://doi.org/10.1080/23311975.2023.2192313
https://doi.org/10.1080/23311975.2023.2170070

	Short-Term Financial Management Practices and SME Performance in Ghana: A Case Study of Effutu Municipality
	Abstract
	Subject Areas
	Keywords
	1. Introduction
	2. Literature Review
	2.1. Theoretical Review
	2.2. Empirical Review
	2.3. Hypothesis Development

	3. Data and Methods
	4. Assessment of Measurement Model
	5. Assessment of Structural Model Altaf
	5.1. Assessment of Model Predictive Power
	5.2. Assessment of Model Fitness
	5.3. Structural Model Summary
	5.4. Robustness

	6. Discussion
	7. Conclusion
	8. Recommendations
	Conflicts of Interest
	References

