International Journal for Novel Research in Economics , Finance and Management
www.ijnrefm.com

ISSN:

3048-7722

Volume 4, Issue 3, May-June-2026, PP: 01-02

N\

Role of Financial Management Practices in the
Performance of Small Enterprises in the Service Sector

Author: Prajakta Shewale

Guide- Prof. Dr.Prashant Kalwade
Savitribai phule Pune University

Abstract — This study examines the role of financial management practices in enhancing the performance of small enterprises
operating in the service sector. Financial management is considered a key factor influencing profitability, sustainability, and
operational efficiency in small businesses. The research focuses on practices such as budgeting, cash flow management, working
capital management, financial planning, record keeping, and adoption of financial technology. A descriptive and analytical
research approach was adopted using both primary and secondary data sources. Information was collected from owners and
managers of small enterprises through structured questionnaires and interviews. The findings indicate that enterprises
implementing effective financial management practices demonstrate stronger financial stability, improved profitability, and
better business growth. The study also highlights challenges such as lack of financial literacy, limited access to financial
resources, and low adoption of financial technology. The research concludes that systematic financial management practices are
essential for achieving long-term sustainability and competitiveness among small enterprises in the service sector.
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I. INTRODUCTION

Small enterprises play an important role in economic
development, employment generation, and entrepreneurial
growth. In the service sector, these enterprises contribute
significantly to local and regional economies. However,
many small businesses face operational and financial
challenges that affect their long-term sustainability and
profitability.

Financial management practices are essential for
controlling business operations and ensuring efficient use
of financial resources. Activities such as budgeting,
financial planning, working capital management, and
record keeping help organizations maintain stability and

improve decision-making. Proper financial practices also
support business expansion, profitability, and risk
management.

Despite their importance, many small enterprises lack
structured financial systems and adequate financial
knowledge. This often leads to poor financial decisions,
inefficient allocation of resources, and operational
difficulties. Therefore, understanding the relationship
between financial management practices and enterprise
performance has become increasingly important for
business growth and sustainability.

1. OBJECTIVES OF THE STUDY

1. To examine financial management practices adopted by
small enterprises in the service sector.

2. To evaluate the influence of budgeting and financial
planning on business performance.

3. To analyze the impact of cash flow and working capital
management on operational efficiency.

4. To study the role of financial record keeping in business
decision-making.

5. To identify challenges faced by small enterprises in
implementing effective financial management systems.

I11. LITERATURE REVIEW

Existing research indicates that financial management
practices significantly influence the growth and
sustainability of small enterprises. Studies related to SMEs
and service-based businesses suggest that proper
budgeting, financial planning, and cash flow monitoring
improve operational efficiency and profitability.

Researchers have emphasized that small enterprises often
struggle due to lack of financial expertise and limited
adoption of structured accounting systems. Effective
working capital management has been identified as a
critical factor for maintaining liquidity and reducing
operational risks. Similarly, financial record keeping
improves transparency and assists in strategic decision-
making.

Recent studies also highlight the growing importance of
financial technology and digital accounting tools in
improving business efficiency. However, financial literacy
and limited awareness continue to restrict the
implementation of advanced financial practices among
small enterprises.
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IV. RESEARCH METHODOLOGY

The study follows a descriptive and analytical research
design. Both primary and secondary data sources were
used for data collection and interpretation. Primary data
was collected from owners and managers of small service
enterprises using structured questionnaires,

while secondary information was gathered from journals,
books, reports, and online resources related to financial
management and SMESs.

Convenience sampling was adopted for selecting
respondents from different service enterprises. The sample
included retail service providers, hospitality businesses,
repair services, and other small-scale organizations.
Statistical tools such as percentage analysis, mean analysis,
and hypothesis testing techniques were used to interpret
the collected data.

V. FINDINGS AND DISCUSSION

The analysis indicates that enterprises implementing
structured financial practices experience improved
profitability and operational efficiency. Budgeting
practices help organizations control expenses and allocate
resources effectively. Businesses maintaining proper
financial records demonstrate stronger decision-making
capabilities and improved transparency.

The study further reveals that effective cash flow and
working capital management reduce liquidity-related
challenges and support smooth day-to-day operations.
Financial planning contributes positively to business
growth and sustainability. Additionally, enterprises
adopting financial technology tools such as accounting
software experience greater accuracy and efficiency in
financial operations.

However, several challenges continue to affect small
enterprises, including limited financial knowledge,
resource constraints, and low awareness regarding modern
financial systems.

VI. CONCLUSION

The research concludes that financial management
practices play a vital role in determining the performance
and sustainability of small enterprises in the service sector.
Enterprises that adopt systematic financial planning,
budgeting, cash flow management, and record-keeping
systems are more likely to achieve better profitability and
long-term growth.

The findings confirm that effective financial management
strengthens decision-making, improves financial stability,
and enhances operational efficiency. Although challenges
such as lack of financial literacy and limited technological
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adoption remain, the benefits of proper financial
management significantly outweigh these limitations.
Overall, the study emphasizes the need for small
enterprises to strengthen their financial systems and adopt
modern financial tools to remain competitive and
sustainable in a dynamic business environment.

VIl. SUGGESTIONS

1. Small enterprises should adopt systematic budgeting and
financial planning practices.

2. Business owners should regularly monitor cash flow and
working capital for better operational control.

3. Proper financial record-keeping systems should be
maintained to improve transparency and decision-
making.

4. Enterprises should increase the use of accounting
software and financial technology tools.

5. Financial literacy and training programs should be
encouraged for entrepreneurs and managers.

6. Government institutions and financial organizations
should support small businesses through financial
awareness initiatives and easier access to credit.
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