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Abstract   

 

Cash flow is just as important as profit when it comes to determining the going concern of business organizations. 

Every business is required to maintain a positive cash flow position to ensure that the daily running of their 

operation is not put in jeopardy of liquidity problems. The paper examined the importance of cash flow as the 

bloodstream of any business organisation. The study established that modern business considers cash flow one of 

the significant strategic decisions managers have to deal with to provide conditions for sustainable business 

development, protect the risk of bankruptcy, maintain the organisation’s solvency, and strengthen the operational 

health of their companies. Business sustainability is a critical goal that any responsible entity must strive to 

achieve. Profitability is no longer the thrust of business existence as the expectations of critical stakeholders are 

increasingly growing beyond the bottom line. Businesses must adopt an operational practice that will conserve 

nature without jeopardizing the potential of future generations to meet their own needs. Therefore, organizations 

must formulate policies and adopt strategies to ensure enduring sustainability. These goals have hitherto been 

confronting every business organisation before the advent of the COVID 19 pandemic. This study examined the 

pandemic's impacts beyond the health issues to the distortion it has made to the economic structure of Sub-Saharan 

African countries and its effect on the revenues of the government and private sectors. Therefore, the paper 

concludes that with the evident shortfall in government revenue as heightened by the pandemic, companies are 

encouraged to adopt a strategic refocusing of the cash flow to ensure sustainable business practice. 

 

Keywords: Sustainable practice, cash flow, Covid-19 pandemic, sustainable business strategy, conventional 

business strategy. 

 

 

1. INTRODUCTION  

 

The contemporary business environment has made cash flows one of the significant strategic decisions managers 

have to deal with to enable them to provide conditions for sustainable business development, protect the risk of 

bankruptcy, maintain the organisation’s solvency, and strengthen the operational health of their companies (Blank, 

1999). However, given the overt aggravation, the post-covid experience tends to melt out businesses. The success 

of the production, investment, trade, commerce and other financial activities will depend mainly on the effective 

use of funds. Therefore, refocusing the cash flow becomes inevitably essential for business sustainability. The 

aftermath of the pandemic has signalled a phenomenon known as “new normal”, indicating that the reality 

succeeding the Covid experience is pointing towards new business culture which covers manufacturing practice, 

sales strategies, accounting and reporting processes with disruptive technology acting as intervening and 

unavoidable player.  

 

To adapt to this “new normal” order, businesses must, as a matter of necessity, adjust and refocus their cash flow 

to catch up with sustainability desire. According to Imhanzenobe and Adeyemi (2020), a mono-culture economy 

like Nigeria with over-dependent on oil, will shift pressure to the private sector of its economy as studies like 
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Aniyie (2014); Ekeocha et al. (2012) have identified manufacturing and tax as cushioning effects for unsustainable 

government revenue. Consequently, private companies have to battle for profits in a competitive form with limited 

resources and government support. This can only be achieved if these companies generate enough cash flow to 

sustain their operations. Sustainability was initially considered an element of the corporate social responsibility 

of firms. However, understanding and practice have shifted away from this notion over the years. They have gone 

towards the reality that sustainability is now a value-creating practice environmentally, socially and economically 

(Berthon, Abood & Lacy, 2010; Ludema, Laszlo & Lynch, 2012).  

 

King III (IOD, 2009) acknowledged that sustainability is more than just reporting on social and environmental 

matters. Instead, governance, strategy and sustainability are inseparable. Accordingly, sustainability reporting is 

a holistic business matter. Business is not viewed solely as a vehicle to generate profit that must report profit-

related information to its shareholders. However, a business is responsible to society for its actions and must report 

relevant information to all stakeholders. According to Stern (2009), accounting principles were developed about 

the confined interest of lenders and borrowers. That is, between the financial supporters and the business itself. 

The former is strictly interested in securing its capital and interest without passion for including intangible assets 

in the bottom line determination. Currently, the statement of financial position comprises primarily tangible (and 

controlled intangible) resources. However, the most significant value of a business is its intangible stakeholder-

related resources, for example, customer relationships, community support, management integrity and reputation, 

which are not included in the statement. Even if such resources cannot be capitalised and recognised on the 

statement of financial position, their relevance to a business and its strategy needs to be communicated to 

stakeholders.   

 

Immediately after the oil boom in the 70s, many issues are responsible for poor sustainable financial performance 

among Nigerian companies. Prominent among these issues is the scarcity of funds and the high costs of financing 

options (Atoyebi, Okafor and Falana, 2014). Others include a high inflation rate, low currency value, scarcity of 

loan facilities and high-interest rates (Imhanzenobe & Adeyemi, 2020). The financial sector in the face of these 

challenges is not insulated. Thus, the financing role expected of the sector becomes difficult and almost 

unavailable to many companies. On the heels of the previous, Oyewale and Adewale (2014) discovered a low 

level of sustainable financial performance among Nigerian companies regarding cash flows generated from asset 

utilization. This mounts pressure on companies to inevitably seek external funding (leverage), which may expose 

them to certain financial risks that may be enough to scare potential investors and make existing investors demand 

higher dividend pay-out, thereby reducing the sustainable cash flow that can be used for growth and expansion 

(Egboro, 2016). 

 

The advent of Covid 19 has, in effect, worsened the matter. The outbreak of the pandemic has slowed the global 

business pace. The attendant lockdown has reduced global output, aggregate income and spending, sales and 

consumption. In Nigeria, the novel coronavirus has affected the economy with a drastic fall in the price of oil, 

decrease and lay-off of jobs in different sectors of the economy, decrease in investment, savings and increase in 

consumption, decrease in export and import rate, decrease in the religiosity belief of the citizens, increase in social 

vices, closure of firms and industries, increase in inflation and unemployment rate, decrease in standard of living, 

fear of food insecurity, a drastic increase in the exchange rate, low expectation of income, erosion of wealth due 

to a fall in the value of assets, increase in health sector expenditure, expansionary fiscal policy, devaluation of 

Naira, and amongst others. All of these have required that cash flow be refocused for business sustainability. 

Hence, the essence of this study is to unravel the companies’ necessity in refocusing its catch flow to achieve its 

sustainability in post covid period. 

 

2. LITERATURE REVIEW 

 

2.1 Sustainable Business Strategy 

 

According to Roth (2008), sustainability represents a condition where a business and economic activities meet the 

present actors' needs without jeopardizing the potentials of future generations to meet their own needs. An 

organization must formulate policies and adopt strategies to ensure an enduring sustainability practice to achieve 

this feat. In effect, a sustainable business strategy must be put in place to ensure shared value creation or perhaps 

sustainable value creation. Long (2019) defines sustainable business strategy as the inclusion of economic, 

environmental and social aims into a firm’s goals, activities and planning, aiming for long-term value creation for 

the firm, its stakeholders and broader society. This means that strategy is formulated and executed so that the 

needs of the firm and its stakeholders are met today while protecting, sustaining and enhancing the natural 

resources needed in the future. CIMA (2011) describes sustainability as how an organisation creates value for its 

shareholders and society by maximising the positive and minimising the negative effects of environmental, social 
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and economic issues. There is no standard gauge or parameter to measure sustainability because the phenomenon 

does not represent a single enterprise action or event but a totality of a wide range of events covering broad 

numbers of social, economic, and environmental issues. However, good sustainability practice leads to improved 

financial results from share price, working capital, cash flow practices to profit (Wickramasinghe & 

Gunawardane, 2017). 

 

2.2 Sustainable Business Strategy Versus Conventional Business Strategy 

 

The primary objective is to attain its core goal, which is profit-making. Profit-making is often borne out of the 

conventional practice of aggressive cost savings. The companies' shareholders are the sole stakeholder this 

particular strategy intends to satisfy. Meanwhile, over the past fifty years, business leaders have become 

consciously aware of their responsibility to broader stakeholders other than the owners of the company, which led 

to the sustainable practice that has made the organization reflect new ways of business practice leading to value 

creation rather than narrowed drive of profit maximization (Berthon, Abood & Lacy, 2010; Ludema, Laszlo & 

Lynch, 2012). Creating a sustainable, just and equitable economy requires fundamental shifts from the 

conventional business practice. Business, in essence, has a responsibility that is not limited to its owners but also 

responsible for its actions and activities that have resulted in many of the social and environmental problems 

currently afflicting society. 

 

2.3 Cash Flow Modeling 

 

Managing companies’ solvency is a critical goal of finance managers. It is not a one-stop decision involving 

setting targets on cash drivers in a predetermined standard.  This process is known as cash flow modelling. Cash 

flow modelling allows companies to manage solvency more proactively by setting targets on cash drivers. This 

invariably enhances reporting of cash flow performance against predefined targets. Moreover, this model provides 

general standard practice for the smooth running of cash flow function by improving understanding of cash impact 

on capital access. Cash flow modelling takes on many strategic forms, which include but are not limited to the 

following arrangements: 

 

2.4 Early Identification of Issues  

 

Problems are better understood and handled if they are known early. Early identification of problems enables 

proper planning and carefully drawn action plans to address the problems. The leading cause of failure was 

probably inadequate capital or funds, poor financial forecasting, lack of cash flow management practices, and loan 

facility constraints. To overcome these challenges better is to minimize cash flow risk. It is said that it is better to 

early identify future requirements and increase the business's cash inflow. The most significant financial barriers 

are the lack of proper planning, which adversely affects business growth and sustainable financial performance 

(Salazor, 2012). 

 

2.5 Grow carefully  

 

Business growth cannot be attained by sudden flight. Growing business hurriedly and within a short time can be 

precarious. Expanding sales volume requires more raw materials, labour and capital. Suppose the time gap 

between increased cash outlay and increased sales is vast. In that case, the company will automatically drift to 

being starved for cash. Hence, precautions should be exhibited to improve business practice by identifying risks 

and having a business growth plan to avoid unusual delays between cash outflow and inflow while paying close 

attention to managing cash flow. 

 

2.6 Automation of Cash Management Process.  

 

A considerable number of tools exist that can be beneficial to manage an organisation’s cash flow quite efficiently 

and productively. Advances in technology and disruptive technology opportunities will deliver strategies to 

enhance an organization’s cash inflows (Nwanyanwu, 2015). Several cash flow controlling tools and software are 

available to stabilize the cash flow practices and mitigate risks. Most listed companies use ERP systems and 

implement cash flow risk mitigation tools. 

 

2.7 Control on Investment Yield 

 

There are many risk areas the finance managers must put in mind to control the finance flow of the organization. 

There must be a well developed, specific and up-to-date investment policy that should serve as a guideline for 
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finance managers to make accurate and informed investment decisions when the opportunities arise. However, 

business failure arises when there is poor business knowledge on the finance managers and a lack of proper cash 

flow management practices. 

 

2.8 Emergency Backup Plan  

 

Situation and scenario change following certain prevailing environmental, social and economic conditions. To 

remain afloat of harsh economic scenarios, organisations must keep a backup plan to mitigate the cash flow risk.  

The relationship with the banking partner needs to be flexible to build the backup plan or facility for immediate 

cash requirements should the trouble time come. It is identified that restricted access to funds and capital, poor 

cash flow management, lack of financial planning, inefficient forecasting techniques lead to an unwarranted 

financial crisis. Inefficiencies in managing credit and sales contribute to the risk of failure. Hence, implementing 

people cash flow management practice has become a prerequisite (Ibarra, 1995: Salazar, 2012). 

 

2.9 Financial Hedging  

 

A hedge is an investment made to reduce the risk of adverse price movements in an asset. Usually, a hedge takes 

an offsetting or opposite position in a related security. Financial hedging is a new financial instrument called 

hedging tool and practical management approach to define risk and quantitatively long term stabilizing factors 

that will help to maintain strong operating cash flow (Hiller et al., 2012); currency futures, swaps, options, forward 

contracts are hedging tools used to stabilize operating cash flows. Jael (1998) defines hedging as an instrument 

after a diversified collection of techniques to monitor, measure and control the financial risk. 

 

2.10 Liquidity Risk Management Practices.  

 

Managing liquidity risk is an appropriate practice, perhaps by holding cash to meet the financial obligation. 

Management of liquidity has become critical as it involves managing the operating, investment and financial 

currency obligations in any business. A liquidity management strategy means a business plans to meet its short-

term obligations without experiencing significant losses. It involves managing its assets, including cash, to meet 

all liabilities, cover expenses, and maintain financial stability. 

 

2.11 Regularly Review and Monitor Cash Management System.  

 

There is always a predetermined standard to monitor cash management systems. This standard need not go without 

being reviewed from time to time. The management set a mechanism to regularly review and monitor cash 

management variances to minimize the risk. While these practices provide a better understanding of existing 

practices and the areas to be improved, ongoing tracking measures confirm financial data reliability and cash to 

cash cycle. The finance manager can evaluate the cash at the bank, particularly for performance fees, ensure timely 

reconciliation and conduct in-depth analysis for further operation on cash management (Palybook, 2016). 

 

2.12 Develop Accurate Cash Projection Module.  

 

Accurate forecasts will minimize uncertainties and match the incoming receipts with expenditure. The finance 

managers gather the quantitative and qualitative intelligence available and use it as a strategic tool for significant 

business decisions. Accurate projections should be seasonal, monthly, daily, cycled patterns and trends, and they 

can be long, medium and short term. The cash projection module will help to mitigate risk. 

 

2.13 Proper Customer Database, Terms & Conditions & Quick Invoicing.  

 

Mitigating all collection-related issues and minimizing the risk of bad debt is a function of an organized, up-to-

date customer database. It also includes evaluation beforehand, including fair treatment to suppliers’ legal status 

of the business, credibility referees assure exact relationship with .customer base in a legality framework to 

mitigate the risk. Set rules and conditions you always allow. In advance, better to agree on the payment term in 

writing, with the late payment charges and interest. Immediate invoicing is essential for healthy cash flow (ACCA, 

2012). Unvi (2014) exemplified in his investigation significant risk for business failure as poor cash flow 

management practices. He specified pitfalls that poor cash collection and credit control, late invoicing, lack of 

knowledge on pricing, poor cash forecasting, poor accounts knowledge and record-keeping, inadequate borrowing 

practices, carrying insufficient inventory. 
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2.14 Fair Treatment to Suppliers  

 

According to ACCA (2012), cash flow is like a circular chain that links business to business. If payments are not 

settled on time, it will pose an untold risk in the suppliers' business, which is not just good business practices and 

good ethical behaviours but also a demonstration of corporate social responsibility. One of the possible practices 

that may be responsible for businesses to halt this circular chain flow includes inadequate business knowledge 

and experience, resulting in poor assets for working capital management.  

 
Figure 1: Conceptual framework 

      

 

 

        

 

 

 

 

 

 

 

3. THEORETICAL FRAMEWORK 

 

3.1 Stockholders Theory 

 

The stakeholder theory is a theory of organizational management and business ethics that accounts for numerous 

consequences by business entities. It addresses morals and values in managing an organization. Stakeholder 

Theory because of capitalism stresses the interconnected relationships between a business and its customers, 

suppliers, investors, employees, communities, government and others who have a stake in the organization. The 

theory argues that a firm should create value for all stakeholders, not just shareholders. Freeman (1984) explained 

that organisations that have effectively managed their stakeholder relationships would survive longer and perform 

to achieve objectives. According to Laplume et al. (2008), stakeholder theory explained that the organizations are 

responsible to stakeholders with their positive or negative potential impact on the society in which they are 

operated. Organizations would consider not only their shareholders' interests and other elements. Managers or 

CFOs archive this by delegating responsibility to identify the cash flow risk and apply the best practices to mitigate 

the risk, improve overall financial performance, and develop the relationship between stakeholders. 

 

3.2 Agency Cost Theory  

 

An agency cost is the type of internal company expense that comes from an agent acting on behalf of a principal. 

Agency costs typically arise in the wake of core inefficiencies, dissatisfaction, and disruptions, such as conflict of 

interest between shareholders and management. Managers’ primary duty is to manage the origination, generate 

the profit, and monitor the shareholders' cash flow and returns (Elliot and Elliot, 2002). Agents are responsible 

for minimising the risk and generating a profit and returns to shareholders. An agent is responsible for 

understanding the cash flow risk and applying the best practices to mitigate the risk by generating an adequate 

profit and return to principal shareholders. Agency costs can occur when the interests of the executive management 

of a company conflict with its shareholders. Shareholders may want management to run the company in a specific 

manner, increasing shareholder value. Conversely, the management may look to grow the company in other ways, 

which may conceivably counter the shareholders’ best interests. As a result, the shareholders would experience 

agency costs.  

 

4. EMPIRICAL SURVEY 

 

Plaskova et al. (2020) conducted a study of the company's control in cash flow management and its resultant effect 

on the permanent solvency of the organization. The study revealed a significant relationship between cash flow 

control and monitoring and the organisation’s solvency.  

 

Wickramasinghe and Gunawardane (2017), in their study of cash flow risk management practices on sustainable 

financial performance in Sri Lanka. The study revealed that risk management practices in operating cash flow 
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negatively correlate with sustainable financial performances. The study revealed that investment cash flow risk 

management practices do not correlate with sustainable financial performances. Imhanzenobe & Adeyemi (2020) 

studied financial decisions and sustainable cash flows in Nigerian manufacturing companies. The study used 

leverage, asset profitability, and dividend policy to measure cash flow sustainability in Nigerian manufacturing 

companies. The study, in agreement with Ali and Yousaf (2013) and Maheshwari and Rao (2017), discovered that 

asset turnover was positive and significant while debt-to-equity ratio and dividend payout were both found to be 

negative and significant indicators of sustainable cash flows.   

 

Haavig (2019) identified cash management capabilities, proxy in the study by strong banking practice, effective 

use of technology, cash disbursement policies and reliance on outside accountants as having a significant 

relationship with small business's sustainability in the US. The study also established that internal control and 

employee involvement in cash handling are equally significant to small businesses' performance and sustainability 

in the US. In the same light, Sibanda and Manda (2016) opined that small business owners must develop internal 

control structures to achieve sustainability. So also, Karadağ (2018) found a positive association between 

conducting cash management practices and financial performance. Kariuki et al. (2015), in their study, found 

leverage to be a positive and significant determinant of cash flows. Brouwer (2011) identified eight cash flow 

related indicators for business sustainability. These indicators include Enterprise Value based on Economic Value 

Added (EVA) should be available for all stakeholders, including those deemed external to the business. How EVA 

is shared equitably between stakeholders is a sustainability indicator.  

 

Another indicator is the cash-based value-added statement, which indicates the extent to which value created is 

shared among the stakeholders. The indicators also include revenue which provides financial fluidity to the 

business; accordingly, indicators relating to revenue sustainability are pointers to sustainable business. 

Operational efficiency is a sustainable indicator that depicts the efficiency with which revenue is converted into 

practical business value and cash flow. Indicators relating to the efficiency of this conversion process are 

sustainability indicators. Organizations desiring sustainability must practise efficient cash management because 

cash must support a working capital cycle. Inefficiencies in the cash management cycle translate into the 

inefficient application of business cash resources. Having access to capital is dependent on business risks, which 

determine the availability and cost of capital, both of which affect the flow of business value. The study also 

emphasized human capital management, which is the knowledge and worth of the employees of a business that 

translate directly into sustainable business generation. Finally, reputational capital was considered a fundamental 

intangible asset for business success and directly supported the revenue cycle. 

 

5. DISCUSSION 

 

The Covid-19 pandemic is unprecedented in its global reach and impact. It has created remarkable and formidable 

challenges to policymakers and the empirical analysis of its known and unknown effects within the interconnected 

global economy. The pandemic effect on the global economy has placed an untold effect on the global economic 

equilibrium, affecting the supply and demand side in practically the same magnitude, thereby tending to create a 

new economic order. On the supply side, the lockdown order by the government affects labour supply and 

productivity, business closure and production schedule.  

 

On the demand side, lay-offs and loss of income occasioned by the consequent ill-health, morbidity, quarantine 

and unemployment and worsened economic prospects reduce household consumption and firms’ investment. 

There is an increasing number of studies investigating the heterogeneous, non-linear, and uncertain 

macroeconomic effects of Covid-19 across countries, sectors in individual countries, and on a global scale. Pagano 

et al. (2020) and Capelle-Blancard and Desroziers (2020) consider the effects of the pandemic on the US stock 

market and highlight its differential impact on various sectors of the economy. Ludvigson et al. (2020) quantify 

the macroeconomic impact of Covid-19 in the US using a VAR framework and a gauge of the magnitude of the 

Covid-19 shock concerning past costly disasters. Baqaee and Farhi (2020) consider possible non-linearities in 

response to the pandemic in a multi-sectoral model. They demonstrate how these shocks are amplified or mitigated 

by nonlinearities and quantify their effects using disaggregated data from the US. McKibbin and Fernando (2020) 

explore the global macroeconomic effects of alternative scenarios of how Covid-19 might evolve in the year 

ahead, highlighting the role of spillovers. In Sub-Saharan Africa, the economic effects of the pandemic are already 

widespread and disproportionate to the public health impact.  

 

The advent of the pandemic necessitated the inevitable rapid and aggressive implementation of lock-down 

measures across most Sub-Saharan African countries, from as early as the second week in March (Hale et al. 

2020). These have directly impacted fragile economies, curtailing economic activity, forcing businesses to operate 

at an inefficient scale: lockdowns are a significant supply shock (Brinca et al. 2020). Subsequently, they reduce 
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domestic demand and squeeze tax revenues just when governments seek to increase spending on health and social 

protection. The global impact of the pandemic is not without the following consequences on the economy of Sub-

Saharan Africa, which include drop-in FDI, which is a significant source of an economical window for most Sub-

Saharan Africa countries, collapse in key commodity prices, most notably oil and minerals (although not gold); 

the effective closure of key export service sectors, including tourism. In sub-Saharan African countries, though 

not severely distressed by COVID 19 cases or resultant death (Hale et al., 2020), the region's economic fabric has 

not remained unaffected by the pandemic.  

 

The monoculture nature of most Sub-Saharan African countries has exposed it to this inevitable effect. The 

pandemic ravage goes beyond the public life aspect of the Sub-Saharan African countries as it extends to the 

medium-term macroeconomic adjustment challenge confronting domestic policy-makers and international donors 

Adam et al. (2020). Consequently, there is an inevitable public revenue erosion and unfavourable impact on the 

GDP. The loss of public revenue will automatically reduce government spending and the consequent multiplier 

effect. The reduction of money in circulation as occasioned by lower aggregate spending of both government and 

private sectors of the economy will, in turn, have a specific impact on the cash flow pattern. 

 

6. CONCLUSION 

 

The paper has examined the importance of cash flow as the bloodstream of any business organisation. The study 

has established that modern business considers cash flow one of the major strategic decisions managers have to 

deal with to enable them to provide conditions for sustainable business development, protect the risk of 

bankruptcy, maintain the organisation’s solvency, and strengthen the operational health of their companies. 

Business sustainability is a critical goal that any responsible entity must strive to achieve. Profitability is no longer 

the thrust of business existence as the expectations of critical stakeholders are crucial to business survival.  

 

However, a business that will survive sustainably is the one whose business and economic activities meets the 

needs of the present actors without jeopardizing the potential of future generations to meet their own needs. 

Consequently, organizations must formulate policies and adopt strategies to ensure an enduring sustainability 

practice. These goals have hitherto been confronting every business organisation before the advent of the COVI 

19 pandemic. This study has examined the impacts the pandemic has beyond the health issues to the distortion it 

has made to the economic structure of Sub-Saharan African countries and its effect on the government's revenues 

and, by extension, private sectors. In effect, the already low income profiled nature of Sub-Saharan African 

countries has again been worsened by the ravaging COVID 19 pandemic. Therefore, the paper concludes that with 

the evident shortfall in government revenue as heightened by the pandemic, companies are encouraged to adopt a 

strategic refocusing of the cash flow to ensure sustainable business practice. 
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