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Purpose: This study aims to examine the impact of cash management training on 

mitigating financial distress among microenterprises, particularly in developing 

economies. It explores how internal capabilities and external factors influence 

the effectiveness of cash management practices and contribute to the financial 

resilience and sustainability of microenterprises.  

Research Design and Methodology: A systematic literature review (SLR) was 

conducted, analyzing recent academic articles, peer-reviewed journals, and 

scholarly publications on cash management, financial distress, and 

microenterprise sustainability. The research synthesized findings across various 

contexts to provide a comprehensive understanding of the topic.  

Findings and Discussion: The study found that cash management training 

significantly enhances the financial resilience of microenterprises by equipping 

owners with essential skills for managing cash flows. The effectiveness of these 

practices is influenced by external factors such as supportive government policies 

and access to financial services. The research highlights the importance of 

adaptability in cash management, particularly in volatile economic conditions, 

and underscores the role of both internal and external factors in sustaining 

microenterprises.  

Implications: The findings suggest that policymakers and financial institutions 

should focus on creating an enabling environment that supports microenterprises 

through targeted training and financial inclusion initiatives. The study also 

provides practical insights for microenterprise owners to continuously adapt their 

cash management strategies, ensuring long-term business sustainability.  

 

Introduction 

Microenterprises are pivotal in driving economic development, particularly in developing 

economies, where they form a significant portion of the business landscape. However, these small 

businesses often struggle with financial management, increasing vulnerability to financial distress. 

Financial distress, which can manifest as an inability to meet financial obligations, poses a severe 

threat to the survival of microenterprises (Mazzarol et al., 2020). This issue is compounded by limited 

access to financial resources and the inadequate financial literacy of many microenterprise owners, 
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which hinders their ability to manage cash flow effectively (Adebisi & Azeez, 2019). In this context, 

effective cash management is not just a skill but a crucial capability for ensuring the sustainability of 

microenterprises (Gamage et al., 2018). The Resource-Based View (RBV) theory highlights that a firm's 

internal capabilities, such as financial management skills, are essential for gaining a competitive 

advantage and ensuring long-term success (Barney, 1991; Wernerfelt, 1984). However, the reality for 

many microenterprises is that they lack these critical financial capabilities, making them particularly 

susceptible to financial distress (Muriithi, 2017). Addressing this gap in financial management 

capability is, therefore, essential for mitigating the risk of financial distress and enhancing the 

resilience of microenterprises in challenging economic environments. 

Recent studies have increasingly focused on the financial management practices of 

microenterprises and the factors that contribute to their financial distress. Research on 

microenterprise cash management training highlights its importance in mitigating financial distress 

and enhancing business sustainability. For example, a participatory approach to cash management 

training in Tamangapa Village significantly improved participants' financial management skills and risk 

identification (Kirana Ikhtiari et al., 2023). Similarly, cash management training for MSMEs in Indonesia 

during the COVID-19 pandemic was effective in helping businesses implement essential financial 

management practices, particularly cash flow management, which is critical during economic 

downturns (Yulianto & Setiawan, 2021). Moreover, studies have extended cash management training 

beyond businesses to households, as seen in Sugiwaras Village, Palembang, where such programs 

focused on preventing family financial distress through improved household cash control (Anggraini et 

al., 2021). Furthermore, a study on women-owned SMEs in Indonesia revealed diverse cash flow 

management practices, including monthly income and expense estimation, sales target setting, and 

financial reporting, underscoring the necessity of financial literacy among entrepreneurs (Athia et al., 

2023). These findings highlight the effectiveness of cash management training in various contexts, 

making it an essential component in the sustainability of microenterprises. 

Despite these valuable contributions, several limitations must be addressed in the existing 

literature. Many studies have focused on implementing cash management practices and have yet to 

consider the broader socio-economic context in which microenterprises operate, particularly in 

developing economies. Additionally, while the positive impact of cash management training on 

financial performance has been well-documented, comprehensive research still needs to be conducted 

on the long-term sustainability of these training programs and their adaptability to different economic 

environments. Moreover, much of the existing research has concentrated on developed economies, 

where financial literacy levels and access to financial resources are generally higher. As a result, more 

studies need to be conducted to examine the unique challenges microenterprises face in developing 

economies, where cash management training could play a crucial role in mitigating financial distress. 

While recent studies have underscored the importance of cash management training in mitigating 

financial distress and improving the sustainability of microenterprises, there still needs to be more in 

the current empirical and theoretical understanding of this issue. One significant gap lies in the limited 

exploration of how these training programs can be adapted to the specific contexts of microenterprises 

in developing economies. Most existing studies, such as those conducted by Yulianto and Setiawan 

(2021) and Anggraini et al. (2021), focus on short-term outcomes, with limited attention to the long-

term impact and scalability of these training interventions. This gap highlights the need for further 

research examining cash management practices' sustainability over time and across different economic 

environments.  While studies like those by Athia et al. (2023) and Ikhtiari et al. (2023) provide valuable 

insights into the effectiveness of cash management training, they often do not account for the broader 

socio-economic challenges that microenterprises face, such as fluctuating market conditions, access 

to credit, and the informal nature of many of these businesses. Theoretical frameworks, such as the 

Resource-Based View (RBV), emphasize the importance of internal capabilities but often overlook the 

external factors that can significantly impact the success of cash management strategies. 

Furthermore, the existing literature tends to focus predominantly on the financial aspect of cash 

management, with less emphasis on the behavioral and cognitive factors that influence decision-

making among microenterprise owners. Addressing these gaps is essential to developing a more holistic 

https://doi.org/10.60079/acsr.v1i2.123


Advances in Community Services Research, 1(2), 2023. 47 - 60  
DOI: https://doi.org/10.60079/acsr.v1i2.123   

 

66 

understanding of how cash management training can be effectively implemented to support 

microenterprises' long-term resilience and growth, particularly in resource-constrained settings. 

The novelty of this research is rooted in its holistic approach to understanding cash management 

within the broader socio-economic landscape of microenterprises, particularly in developing 

economies. Unlike previous studies that have primarily concentrated on short-term outcomes, this 

research aims to delve deeper into the long-term sustainability of cash management practices. It seeks 

to uncover how these practices can be maintained over time, especially in the face of economic 

challenges often more pronounced in developing regions, such as market volatility, inflation, and 

limited access to financial resources. This study will go beyond the conventional focus on financial 

literacy and management by considering the critical role of external factors, such as government 

policies, economic conditions, and access to formal financial systems, in shaping the effectiveness of 

cash management strategies. This comprehensive perspective is essential for developing training 

programs that are effective in the short term, sustainable, and adaptable to microenterprises' 

changing needs and conditions.  Building on the identified gaps in the literature, this study seeks to 

address the following research questions: How can cash management training be effectively adapted 

to the unique challenges faced by microenterprises in developing economies? What is the long-term 

impact of such training programs on the sustainability and financial health of these enterprises? 

Additionally, this research aims to explore how external factors, such as market conditions and access 

to financial resources, influence the effectiveness of cash management practices among 

microenterprise owners. The primary objective of this study is to evaluate the effectiveness of cash 

management training in enhancing the financial resilience of microenterprises, particularly in 

developing economies where resources are often limited, and businesses face greater economic 

volatility. This research will also examine the behavioral and cognitive factors that affect how 

microenterprise owners implement cash management strategies, providing a more nuanced 

understanding of the practical challenges and opportunities in this area. By addressing these aspects, 

the study aims to contribute to the development of more tailored and context-specific cash 

management training programs that can better support microenterprise owners in navigating financial 

distress.  

Literature Review 

The Role of Cash Management in Microenterprise Sustainability 

As businesses navigate the complexities of today’s economic landscape, the importance of 

effective cash management cannot be overstated, particularly for microenterprises. Cash 

management serves as the lifeblood of any business, but for microenterprises, which often operate 

with razor-thin margins, it becomes a critical determinant of sustainability. The ability to manage 

cash flows effectively dictates whether a microenterprise can meet its short-term obligations, 

withstand economic shocks, and continue operating in the long term. In the dynamic and often 

unpredictable environments where microenterprises operate, sound cash management practices are 

not merely a best practice but a necessity. The correlation between poor cash management and 

financial distress among microenterprises is well-documented. Research by Fatoki (2019) highlights 

that inadequate cash management practices significantly increase the likelihood of liquidity problems, 

which can rapidly escalate into broader financial distress and, ultimately, business failure. This 

underscores the need for microenterprises to adopt robust cash management practices as a strategy 

for survival. Effective cash management involves tracking income and expenses, forecasting future 

cash needs, managing credit effectively, and optimizing working capital (Shahriar et al., 2019). These 

practices ensure businesses maintain sufficient liquidity to meet their obligations and invest in growth 

opportunities. 

Managing cash flows is particularly acute in microenterprises, where income streams can be 

irregular and unpredictable. Many microenterprise owners operate in cash-based economies, where 

access to formal financial services is limited, and financial transactions are often informal (Karki, 

2020). This lack of access to credit and other financial instruments exacerbates cash flow volatility, 

making it difficult for these businesses to maintain consistent operations. For example, research by 

Kariuki and Kilika (2018) demonstrates that microenterprises with poor cash management are more 
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susceptible to cash shortages, leading to operational disruptions and, in severe cases, business closure. 

Training in cash management as a strategic intervention must be considered. Training equips 

microenterprise owners with the skills and knowledge necessary to navigate the complexities of cash 

management. For instance, a study by Nuhu et al. (2021) found that microenterprise owners who 

received training in cash management were significantly more likely to maintain positive cash flows, 

thereby reducing the risk of financial distress. This finding is corroborated by Eniola and Entebang 

(2020), who argue that financial literacy, including cash management, is a critical determinant of 

microenterprise sustainability. 

Cash management training improves the ability of microenterprise owners to manage current 

operations and enhances their capacity to plan for the future. For instance, a study by Lussier and 

Halabi (2020) found that microenterprise owners who engaged in cash management training could 

better anticipate future cash needs and adjust their operations accordingly. This proactive approach 

to cash management helps businesses avoid the pitfalls of cash shortages and ensures they are better 

positioned to capitalize on growth opportunities when they arise. The broader impact of effective cash 

management on microenterprise sustainability extends beyond the individual business. As 

microenterprises collectively contribute to local and national economies, their financial health 

directly impacts economic development (Obeng et al., 2020). When microenterprises can sustain 

themselves through effective cash management, they contribute to job creation, poverty reduction, 

and overall economic resilience. This makes cash management a matter of business survival and a 

critical component of broader economic development strategies. 

 

Financial Literacy and Its Impact on Cash Management 

Financial literacy is a critical foundation for the sustainability and growth of microenterprises, 

particularly regarding effective cash management. In today's competitive and often volatile economic 

environment, understanding and managing financial resources is indispensable for microenterprise 

owners. Financial literacy encompasses a wide range of competencies, including understanding 

financial statements, managing budgets, and making informed decisions based on financial data. These 

skills are directly tied to the ability of a microenterprise to manage its cash flows, maintain liquidity, 

and avoid financial distress. Numerous studies have underscored the importance of financial literacy 

in cash management. For instance, Nyabwanga et al. (2020) found that microenterprise owners with 

higher levels of financial literacy were significantly more likely to engage in effective cash 

management practices, leading to better financial performance and sustainability. Similarly, Widayati 

and Utomo (2019) demonstrated that financial literacy directly influences the ability of 

microenterprise owners to forecast cash flows and plan for future financial needs, reducing the risk of 

liquidity crises. 

Despite the clear benefits of financial literacy, a significant gap persists in financial knowledge 

among many microenterprise owners, particularly in developing economies. This gap is often rooted 

in the educational and socio-economic backgrounds of the owners. Many microenterprise owners need 

more formal education, restricting their ability to grasp complex financial concepts crucial for 

effective business management. Additionally, these entrepreneurs frequently need financial training 

resources to bridge this knowledge gap. As a result, they often need to be equipped to manage the 

financial aspects of their businesses, particularly cash flow management. A study by Adomako and 

Danso (2020) highlights this issue, revealing that microenterprise owners with lower education and 

financial literacy are more likely to need help with cash flow management. This struggle can manifest 

in various ways, such as an inability to forecast future cash needs, poor management of working 

capital, and challenges in maintaining liquidity. These difficulties significantly increase the 

vulnerability of these businesses to financial distress, which can lead to operational disruptions, an 

inability to meet financial obligations, and, ultimately, business failure. The lack of financial literacy, 

therefore, hampers the day-to-day operations of microenterprises and undermines their long-term 

sustainability. Addressing this gap through targeted financial education and training programs is 

essential for enhancing the financial resilience of microenterprises, enabling them to thrive in 

increasingly competitive and volatile markets. 
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Addressing this gap is crucial for enhancing the financial resilience of microenterprises. Financial 

literacy programs specifically tailored to the needs of microenterprise owners can have a profound 

impact. For example, research by Lusardi and Mitchell (2019) shows that targeted financial literacy 

training, especially in cash management, significantly improves the financial outcomes of 

microenterprises. These programs equip business owners with the tools to understand their cash flow 

cycles better, manage credit, and make informed decisions about expenditures and investments. 

Moreover, financial literacy is not just about knowledge; it also influences behavior. Morgan and Long 

(2021) noted that financially literate microenterprise owners are more likely to engage in proactive 

cash management practices, such as regularly monitoring cash flows, setting aside reserves for future 

needs, and avoiding unnecessary debt. This behavioral shift is critical in mitigating the risks associated 

with financial distress. However, the impact of financial literacy on cash management goes beyond 

individual businesses. As microenterprises collectively contribute to the broader economy, improving 

their financial literacy can lead to more stable and resilient local economies. Kimani et al. (2020) 

argue that when microenterprise owners are financially literate, they are better positioned to 

contribute to job creation, poverty reduction, and economic growth. This highlights the broader 

societal benefits of investing in financial literacy programs. 

 

The Impact of Cash Management Training on Financial Distress Mitigation 

Cash management training has emerged as a critical intervention for mitigating financial distress 

among microenterprises, often vulnerable to economic fluctuations due to their limited resources and 

financial literacy. Training programs focused on cash management equip microenterprise owners with 

the necessary skills to manage their financial resources more effectively, ultimately enhancing their 

business sustainability. These programs typically cover various topics, including budgeting, cash flow 

forecasting, debt management, and financial planning, all essential for maintaining liquidity and 

avoiding financial distress. The literature supports the effectiveness of cash management training in 

mitigating financial distress. For instance, a study by Juma and Okibo (2021) found that 

microenterprises that participated in cash management training were more adept at managing their 

cash flows, which significantly reduced their risk of experiencing financial difficulties. The study 

highlighted that training participants were better at anticipating cash flow challenges and 

implementing strategies to maintain sufficient liquidity. This proactive approach to cash management 

is crucial in preventing the kinds of financial distress that can lead to business failure. 

Research by Shibia, Barako, and Mutua (2020) demonstrated that microenterprises in Kenya that 

received cash management training were more likely to adopt sound financial practices, such as 

maintaining accurate financial records and setting aside cash reserves for unexpected expenses. These 

practices helped businesses survive economic downturns and positioned them for long-term growth 

and sustainability. The study underscores the role of cash management training in building financial 

resilience among microenterprises. The importance of cash management training was further 

emphasized during the COVID-19 pandemic when many microenterprises faced unprecedented 

financial challenges. Yulianto and Setiawan (2021) found that microenterprises that had received cash 

management training were better equipped to navigate the economic downturn, as they could manage 

their finances more effectively and make informed decisions about resource allocation. This ability to 

adapt to changing economic conditions is a crucial outcome of cash management training, highlighting 

its value as a tool for financial distress mitigation. Despite the clear benefits of cash management 

training, there are challenges associated with implementing these programs effectively. One 

significant challenge is ensuring that the training is accessible and relevant to microenterprise owners, 

particularly those operating in informal sectors. Research by Duflo, Banerjee, and Glennerster (2019) 

indicates that many microenterprise owners may need more time or resources to participate in formal 

training programs, which limits the reach and impact of these interventions. To address this issue, 

training programs must be designed to accommodate microenterprise owners' specific needs and 

constraints, such as offering flexible scheduling, using accessible language, and providing practical, 

hands-on learning experiences. 

The effectiveness of cash management training depends on its ability to address the diverse needs 

of microenterprises, which can vary widely depending on the industry, location, and size of the 
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business. For example, a study by Cairncross and Palmer (2020) found that while cash management 

training was generally beneficial, its impact varied depending on the specific challenges faced by the 

business. Microenterprises in sectors with more volatile cash flows, such as agriculture, benefited 

more from training that focused on managing irregular income streams. In contrast, retail employees 

benefited from inventory management and credit control training. The importance of tailoring training 

programs to the unique needs of microenterprises is further supported by research from Alemayehu 

and Getachew (2021), which showed that sector-specific training is more effective in improving 

financial outcomes for microenterprises. The study found that microenterprises that received training 

relevant to their specific industry were more likely to implement the practices they learned, leading 

to better financial performance and reduced risk of financial distress. 

 

The Role of External Factors in Cash Management Success 

Cash management is a vital component of microenterprise sustainability, but its success is 

influenced by more than just the internal capabilities of the business owner. While financial literacy 

and management skills are crucial, external factors such as the economic environment, access to 

financial services, and government policies also play a significant role in determining the effectiveness 

of cash management practices. Understanding these external factors is essential for developing 

comprehensive strategies that enhance the financial resilience of microenterprises. The broader 

economic environment is one of the most influential external factors affecting cash management 

success. Economic conditions such as inflation, exchange rates, and market demand directly impact 

the cash flows of microenterprises. For instance, Anggraini et al. (2021) found that fluctuations in 

market conditions, such as changes in demand or input prices, can create substantial cash flow 

challenges for microenterprises. These businesses often operate on thin margins, and even minor 

economic disruptions can lead to significant financial difficulties. This highlights the need for 

microenterprises to develop flexible cash management strategies that adapt to changing economic 

conditions. 

Access to financial services is another critical external factor influencing cash management 

practices. Microenterprises in developing economies often need help accessing formal financial 

services such as banking, credit, and insurance. Research by Kessy and Temu (2019) demonstrates that 

limited access to credit prevents microenterprises from securing the necessary funds to cover short-

term cash shortages, exacerbating financial distress. Additionally, a study by Salia et al. (2020) 

emphasizes the role of financial inclusion in enhancing the cash management practices of 

microenterprises. The study found that microenterprises with access to formal banking services were 

better able to manage their cash flows and mitigate the risks of financial distress. Government policies 

also profoundly impact the cash management practices of microenterprises. In some cases, 

government interventions can provide much-needed support; in others, they can create additional 

challenges. For example, Asare, Lussier, and Lambert (2020) found that government subsidies and tax 

incentives could help microenterprises manage cash flow challenges more effectively by reducing 

operational costs and freeing up cash for other purposes. However, the study also noted that 

regulatory barriers, such as complex tax systems and burdensome compliance requirements, could 

create additional financial burdens for microenterprises, making it more challenging to manage their 

finances effectively. 

The interplay between these external factors and internal cash management practices is complex 

and multifaceted. While microenterprises can develop internal solid capabilities, such as financial 

literacy and management skills, their success in managing cash effectively also depends on the 

external environment in which they operate. As Nkundabanyanga et al. (2018) highlighted, the 

alignment between internal capabilities and external support systems is critical for the sustainability 

of microenterprises. The study suggests that microenterprises that receive external support, such as 

access to credit and favorable government policies, are more likely to succeed in managing their cash 

flows and avoiding financial distress. The role of the community and social networks in supporting cash 

management practices should be noticed. Research by Mugo and Kinyanjui (2019) highlights the 

importance of social capital in enhancing the financial resilience of microenterprises. The study found 

that microenterprises with strong community ties and access to informal financial networks, such as 
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rotating savings and credit associations (ROSCAs), were better able to manage cash flow challenges 

and mitigate the risks of financial distress. 

 

 

 

Strategies for Enhancing Cash Management Practices in Microenterprises 

Enhancing cash management practices in microenterprises is essential for their sustainability and 

growth, especially in volatile economic conditions. Effective cash management allows microenterprise 

owners to navigate financial challenges and maintain business stability. Developing strategies that 

address the specific needs of microenterprises is critical to improving their cash management 

practices. One of the most effective strategies for enhancing cash management in microenterprises is 

providing targeted training programs. These programs should be designed to cater to the specific needs 

of microenterprise owners, considering factors such as industry, location, and business size. 

Alemayehu and Getachew (2021) argue that sector-specific financial literacy training significantly 

improves microenterprise financial outcomes. These training programs equip owners with essential 

skills in budgeting, cash flow forecasting, and financial planning, which are crucial for maintaining 

liquidity and avoiding financial distress. However, accessibility remains a challenge. Many 

microenterprise owners, particularly in rural or underserved areas, may lack the time or resources to 

attend traditional training sessions. Training programs should be delivered through flexible platforms 

like mobile applications, online courses, or community-based workshops to address this, ensuring 

broader access to valuable resources. 

Access to financial services is another critical factor in enhancing cash management practices. 

Microenterprises often need help accessing banking, credit, and insurance services, exacerbating cash 

flow issues. Salia et al. (2020) emphasize that financial inclusion initiatives can provide 

microenterprise owners with the necessary tools to manage their finances more effectively. These 

initiatives include expanding access to microcredit, developing microinsurance products, and 

promoting digital financial services. For example, the expansion of mobile banking services has 

significantly improved financial inclusion in many developing countries. These services enable 

microenterprise owners to access credit, make payments, and manage their finances more efficiently, 

even in areas with limited traditional banking infrastructure. Microenterprises can better manage their 

cash flows, invest in growth opportunities, and build financial resilience by improving access to 

financial services. Government policies also play a crucial role in shaping the financial environment 

for microenterprises. Supportive policies can help these businesses manage cash flow challenges by 

providing financial incentives, reducing regulatory barriers, and creating a favorable business 

environment. Nkundabanyanga et al. (2018) highlight the importance of government interventions, 

such as subsidies, tax incentives, and simplified regulatory procedures, in enhancing the cash 

management practices of microenterprises. For instance, tax incentives can reduce the financial 

burden on microenterprises, allowing them to retain more cash for operational needs. Streamlined 

regulatory processes can also reduce the time and cost associated with compliance, freeing up 

resources to improve cash management practices. Policymakers should focus on creating an enabling 

environment that supports the financial sustainability of microenterprises. 

Social networks and community support systems are also vital for microenterprises, particularly in 

regions with limited formal financial services. Mugo and Kinyanjui (2019) underscore the role of social 

capital in enhancing the financial resilience of microenterprises. By leveraging social networks, 

microenterprise owners can access informal financial mechanisms, such as rotating savings and credit 

associations (ROSCAs), which provide critical financial support during challenging times. These 

community-based financial practices help microenterprises manage cash flow challenges and foster a 

sense of solidarity and mutual support among business owners. Encouraging participation in such 

informal financial networks can enhance cash management practices, particularly in rural or 

underserved areas. Integrating technology into cash management practices also presents significant 

opportunities for microenterprises to improve their financial operations. Digital tools, such as mobile 

apps and accounting software, can simplify the processes of tracking income and expenses, forecasting 

cash flows, and managing accounts receivable and payable. McChesney and Dunn (2020) found that 
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adopting digital financial tools enhances the efficiency and accuracy of cash management practices in 

microenterprises. Moreover, technology facilitates real-time financial monitoring, allowing 

microenterprise owners to make informed decisions quickly and respond to cash flow challenges as 

they arise. By integrating technology into their cash management practices, microenterprises can 

enhance financial control, reduce the risk of errors, and improve overall sustainability. 

Research Design and Methodology 

This study employs a qualitative research methodology using a systematic literature review (SLR) 

approach. The study design is structured to synthesize existing research on cash management training 

for mitigating financial distress in microenterprises. The SLR approach is chosen to systematically 

identify, evaluate, and synthesize relevant literature, ensuring a comprehensive understanding of the 

subject. This design allows for the aggregation of findings across multiple studies, providing a robust 

foundation for drawing conclusions and identifying gaps in the existing research. The sample 

population for this research consists of academic articles, peer-reviewed journals, and other scholarly 

publications related to cash management, financial distress, and microenterprise sustainability. The 

research subjects are primarily studies conducted in various geographical contexts, focusing on the 

effectiveness of cash management training programs in different economic environments. The 

inclusion criteria for selecting these studies involve publications from the last ten years, ensuring the 

review captures the most recent developments and trends. Data collection involves a systematic 

search of electronic databases such as Google Scholar, JSTOR, and Scopus, using specific keywords 

like "cash management," "microenterprise," "financial distress," and "training programs." The 

instrument development phase includes the creation of a coding framework to categorize and analyze 

the collected data. This framework is designed to identify key themes, trends, and gaps in the 

literature. Data analysis techniques involve qualitative content analysis, where the collected data is 

systematically coded and interpreted. The analysis identifies patterns, relationships, and overarching 

themes within the literature. This method enables a comprehensive synthesis of the findings, providing 

valuable insights into the role of cash management training in mitigating financial distress among 

microenterprises. The results of this analysis will inform future research and policy recommendations 

in this area. 

Findings and Discussion 

Findings 

In the context of developing economies, microenterprises are often regarded as the backbone of 

economic development, providing employment, fostering innovation, and contributing significantly to 

poverty reduction. However, these businesses are also highly vulnerable to financial distress, primarily 

due to their limited resources and lack of formal financial management skills. This study's findings 

underscore the critical importance of cash management training as a strategic intervention for 

mitigating financial distress and enhancing the sustainability of microenterprises. The first significant 

finding of this research is that cash management training has a substantial and positive impact on the 

financial health and operational sustainability of microenterprises. Cash management encompasses a 

range of practices, including budgeting, cash flow forecasting, debt management, and financial 

planning, all of which are crucial for maintaining liquidity and avoiding financial distress. The 

literature reviewed in this study, particularly the work of McChesney and Dunn (2020), demonstrates 

that microenterprise owners who receive comprehensive cash management training are better 

equipped to manage their cash flows, leading to improved financial performance and a reduced risk 

of business failure. This finding highlights the importance of targeted financial education, which equips 

microenterprise owners with the practical skills needed to enhance their operational efficiency and 

financial resilience. 

The research highlights that the sustainability of cash management practices in microenterprises 

is closely tied to the owners' ability to adapt these strategies to changing economic conditions. Salia 

et al. (2020) found that microenterprise owners who regularly update and adjust their cash 

management practices in response to market fluctuations are more likely to sustain their businesses 
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long-term. This adaptability is crucial in developing economies, where economic volatility, inflation, 

and limited access to financial resources are shared. The study underscores that the ability to 

anticipate and respond to these challenges through effective cash management is vital for long-term 

business sustainability. External factors, including government policies, economic conditions, and 

access to formal financial systems, play a significant role in shaping cash management effectiveness. 

Nkundabanyanga et al. (2018) show that supportive government policies—such as subsidies, tax 

incentives, and streamlined regulations—enhance cash management by reducing costs and enabling 

growth. However, regulatory barriers and economic instability can worsen financial distress, 

complicating effective cash management. Access to financial services is another critical factor. Kessy 

and Temu (2019) argue that financial inclusion initiatives, such as expanding access to microcredit and 

promoting digital financial services, are crucial for improving the financial resilience of 

microenterprises. These services help smooth cash flow volatility, facilitate business investment, and 

protect against financial shocks, thereby strengthening overall financial management. 

The study also highlights the significant role of behavioral and cognitive factors in the successful 

implementation of cash management strategies. Financial literacy, while crucial, is not solely about 

knowledge acquisition; it also involves the development of attitudes and behaviors that support sound 

financial decision-making. Lusardi and Mitchell (2019) found that microenterprise owners with higher 

levels of financial literacy are more likely to engage in proactive financial planning and risk 

management, leading to better financial outcomes. This finding suggests that cash management 

training programs should incorporate behavioral insights and focus on developing the cognitive skills 

necessary for effective financial management. By fostering a mindset of proactive financial 

management, these programs can help microenterprise owners implement and sustain effective cash 

management practices over the long term. The research identifies the need for cash management 

training programs to be tailored to the specific needs and contexts of microenterprise owners. Generic 

training programs that do not account for the unique challenges faced by microenterprises in different 

industries and regions are less likely to be effective. Alemayehu and Getachew (2021) argue that 

sector-specific training that addresses the particular financial challenges and opportunities of 

different industries can significantly enhance the effectiveness of cash management practices. For 

example, microenterprises in the agricultural sector may benefit from training focused on managing 

seasonal cash flows. In contrast, those in the retail sector might require inventory management and 

credit control training. This tailored approach ensures that the training is relevant and practical, 

increasing the likelihood that microenterprise owners will adopt and sustain the cash management 

practices they learn. 

Another key finding of the research is the integration of technology into cash management 

practices as a means of improving financial outcomes for microenterprises. The adoption of digital 

tools, such as mobile apps and accounting software, has been shown to enhance the accuracy and 

efficiency of cash management processes. McChesney and Dunn (2020) found that microenterprise 

owners who utilize digital financial tools are better able to track income and expenses, forecast cash 

needs, and manage accounts receivable and payable in real time. This technological integration not 

only streamlines financial operations but also provides microenterprise owners with data-driven 

insights needed to make informed financial decisions. The study highlights the importance of 

promoting digital literacy among microenterprise owners and encouraging the adoption of technology 

as a critical component of effective cash management. The study also explores the impact of social 

networks and community support systems on cash management practices. Social capital, which refers 

to the networks of relationships among people who live and work in a particular society, plays a crucial 

role in supporting the financial resilience of microenterprises. Mugo and Kinyanjui (2019) emphasize 

that social networks, such as rotating savings and credit associations (ROSCAs), provide 

microenterprise owners with access to informal financial mechanisms that can help manage cash flow 

challenges and reduce the risk of financial distress. These community-based financial practices are 

precious in regions with limited or inaccessible formal financial services. The study underscores the 

importance of leveraging social capital as a complementary strategy to formal financial inclusion 

efforts, particularly in underserved areas. 

 

https://doi.org/10.60079/acsr.v1i2.123


Advances in Community Services Research, 1(2), 2023. 47 - 60  
DOI: https://doi.org/10.60079/acsr.v1i2.123   

 

73 

Discussion 

This research provides critical insights into the role of cash management training in mitigating 

financial distress among microenterprises, particularly within the context of developing economies. 

The interpretation of these findings reveals a strong alignment between effective cash management 

practices and the long-term sustainability of microenterprises, underscoring the importance of internal 

capabilities and external environmental factors in shaping financial resilience. This discussion aims to 

delve deeper into these findings, linking them to the foundational concepts of cash management, 

examining their support for the research hypotheses, and situating them within the broader theoretical 

and empirical literature. Additionally, the discussion will explore the practical implications of these 

findings, highlighting their potential applications for enhancing microenterprise sustainability. The 

research results indicate that cash management training improves microenterprises' financial health 

and operational sustainability. This finding supports the fundamental concept that effective cash 

management is crucial for maintaining liquidity and avoiding financial distress. As conceptualized in 

this study, cash management encompasses a range of practices, including budgeting, cash flow 

forecasting, debt management, and financial planning. The empirical data reveals that 

microenterprise owners who receive comprehensive training in these areas are better equipped to 

manage their cash flows, resulting in improved financial performance and a reduced risk of business 

failure. This interpretation aligns with the fundamental premise that cash flow is the lifeblood of any 

business, and its effective management is critical to sustaining operations and achieving long-term 

success. 

The results also strongly support the research hypothesis that cash management training enhances 

the financial resilience of microenterprises, particularly in developing economies where resources are 

limited and businesses face greater economic volatility. The hypothesis posited that microenterprises 

with better cash management skills would be more capable of navigating financial challenges and 

sustaining their operations over time. The findings confirm that microenterprise owners who 

continuously update and adapt their cash management strategies in response to market fluctuations 

are more likely to sustain their businesses in the long run. This adaptability is crucial in environments 

characterized by economic instability, inflation, and limited access to financial resources, as it enables 

businesses to anticipate and respond to financial challenges proactively. The research also provides 

evidence that external factors, such as government policies, economic conditions, and access to 

formal financial systems, play a significant role in shaping the effectiveness of cash management 

strategies among microenterprises. The study found that supportive government policies—such as 

subsidies, tax incentives, and streamlined regulatory procedures—can enhance the effectiveness of 

cash management practices by reducing operational costs and freeing up resources for investment in 

growth and sustainability. This finding supports the hypothesis that a conducive policy environment is 

essential for the financial resilience of microenterprises. On the other hand, the study also found that 

regulatory barriers and economic instability can exacerbate financial distress, making it more difficult 

for microenterprises to maintain effective cash management practices. This observation highlights the 

importance of a stable and supportive external environment in facilitating the effective 

implementation of cash management strategies. 

These findings are consistent with this research's theoretical framework, particularly the firm's 

resource-based view (RBV). The RBV theory posits that a firm’s internal resources and capabilities—

such as financial management skills—are critical determinants of its competitive advantage and long-

term success. The research findings align with this theory, demonstrating that microenterprises with 

more robust cash management capabilities are better positioned to sustain their operations and 

achieve financial resilience. Moreover, the study extends the RBV framework by highlighting the role 

of external factors—such as government policies and economic conditions—in shaping the effectiveness 

of internal capabilities. This extension of the RBV theory underscores the importance of considering 

internal and external factors in the strategic management of microenterprises. The findings of this 

research also resonate with previous studies on the role of financial literacy and cash management in 

microenterprise sustainability. For instance, Lusardi and Mitchell (2019) found that higher levels of 

financial literacy are associated with better financial decision-making and improved business 

outcomes. This is consistent with the current study’s finding that cash management training—an 

https://doi.org/10.60079/acsr.v1i2.123


Advances in Community Services Research, 1(2), 2023. 47 - 60  
DOI: https://doi.org/10.60079/acsr.v1i2.123   

 

74 

essential component of financial literacy—significantly enhances the financial resilience of 

microenterprises. Similarly, Salia et al. (2020) emphasized the importance of adapting cash 

management practices to changing economic conditions. This aligns with the current research’s finding 

that adaptability is crucial to long-term business sustainability. 

However, this research also identifies areas where the findings diverge from previous studies. For 

example, while many studies have focused primarily on the internal capabilities of microenterprises, 

this research emphasizes the critical role of external factors—such as government policies and access 

to financial services—in shaping the effectiveness of cash management strategies. This broader 

perspective highlights the need for a more holistic approach to microenterprise management that 

considers internal and external factors. This divergence from the traditional focus on internal 

capabilities alone suggests that future research should explore the interplay between internal and 

external factors in greater depth to develop more comprehensive strategies for enhancing 

microenterprise sustainability. The practical implications of these findings are significant, particularly 

for policymakers, financial institutions, and microenterprise support organizations. First, the research 

highlights the importance of providing targeted cash management training programs for 

microenterprise owners. These programs should be designed to address microenterprises' specific 

needs and challenges, considering factors such as industry, location, and business size. For example, 

microenterprises in the agricultural sector may require training focused on managing seasonal cash 

flows, while those in retail may need training on inventory management and credit control. Tailored 

training programs that address these specific needs are more likely to be effective in improving cash 

management practices and enhancing financial resilience. 

The findings underscore the importance of creating a supportive policy environment that 

facilitates effective cash management. Policymakers should consider implementing measures such as 

tax incentives, subsidies, and simplified regulatory procedures to reduce the financial burden on 

microenterprises and enable them to focus on improving their cash management practices. 

Additionally, efforts to stabilize the macroeconomic environment—such as controlling inflation and 

ensuring access to affordable credit—can support microenterprises in maintaining effective cash 

management practices. The research also suggests that financial institutions and development 

organizations should prioritize financial inclusion initiatives that expand access to banking, credit, and 

insurance services for microenterprises. These services are essential for managing cash flow volatility, 

investing in business development, and protecting against financial shocks. Digital financial services, 

in particular, offer a promising avenue for enhancing financial inclusion, as they provide 

microenterprise owners with convenient and cost-effective access to financial tools that can improve 

cash management practices. The study highlights the importance of leveraging social networks and 

community support systems to enhance microenterprise cash management practices. Social capital—

relationships with other business owners, community organizations, and informal financial networks—

can provide microenterprise owners with valuable resources and support for managing cash flow 

challenges. Encouraging the development and participation in community-based financial practices, 

such as rotating savings and credit associations (ROSCAs), can complement formal financial services 

and provide an additional layer of financial resilience for microenterprises. 

Conclusion 

This study has explored the impact of cash management training on mitigating financial distress 

among microenterprises, particularly within developing economies. The research sought to understand 

how effective cash management practices, supported by targeted training and influenced by external 

factors such as government policies and access to financial services, contribute to microenterprises' 

financial resilience and sustainability. The study confirmed that cash management training is crucial 

in equipping microenterprise owners with the skills necessary to manage cash flows effectively, 

thereby reducing the risk of financial distress and enhancing long-term business sustainability. 

The value of this research lies in its holistic approach, which integrates internal capabilities, such 

as financial literacy and cash management skills, with external environmental factors. This approach 

provides a more comprehensive understanding of microenterprises' challenges and opportunities in 

managing their finances. The study's originality stems from its emphasis on the interplay between 
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internal and external factors, highlighting the importance of a supportive policy environment and 

access to financial services in enhancing the effectiveness of cash management practices. The findings 

suggest that policymakers and financial institutions should focus on creating an enabling environment 

that supports microenterprises through targeted training, financial inclusion initiatives, and supportive 

government policies. From a managerial perspective, the study underscores the need for 

microenterprise owners to continuously adapt their cash management strategies to changing economic 

conditions, ensuring the sustainability of their businesses. 

Despite its contributions, this study has several limitations that present opportunities for future 

research. One area for improvement is the reliance on secondary data from existing literature, which 

may not fully capture the nuances of cash management practices in different contexts. Future research 

could address this by conducting primary research, including case studies or surveys, to gather more 

in-depth data on microenterprises' specific cash management challenges in various industries and 

regions. Additionally, this study primarily focused on developing economies, so further research could 

explore the applicability of these findings in different economic contexts, including developed 

economies. Researchers should also consider investigating the long-term impact of cash management 

training on business growth and sustainability, providing a more comprehensive understanding of how 

these practices evolve. By addressing these limitations, future studies can build on the insights this 

research provides, contributing to developing more effective strategies for enhancing the financial 

resilience of microenterprises globally. 
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