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Abstract 

The phenomenon of globalization manifests itself in the internationalization of markets, of companies whose 

products or services are sold all over the world and are available to customers irrespective of their country of 

origin, but also of financial markets, as the role of international finance and lending is central. In this context, the 

purpose of this paper is focused on the analysis of the importance that economic entity gives to permanent 

accounting, supervision and control of cash flows to ensure business continuity and sustainability. The objectives 

set are focused on: O 1 - identification of the ways to use the financial resources in the organization of business 

sustainability and O 2 - identification of cash flow behaviors according to the related activities.  The results 

obtained are materialized in the development of a model to evaluate the cash flow behavior for entities listed on a 

regulated stock exchange, affected by overlapping crises. 
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I. INTRODUCTION  

Competition between businesses requires constant adaptation to changing conditions. All technological 

improvements that cause significant capital investment, inflation, changes in interest rates, tax laws, have a great 

influence on the movement of capital in the firm. Therefore, it is necessary to effectively manage the movement 

of capital within the enterprise. Cash is the most liquid part of assets, and a high degree of liquidity helps the firm 

to choose its next moves more easily. The production and commercial business cycle begins and ends with cash 

flow. The profit-making activity of the enterprise requires that funds are transferred to various assets that are 

converted into receivables in the process of selling products. When cash flows are collected, performance is 

achieved and a new production cycle can be started, ultimately aiming at profit. All these elements argue for the 

importance of continuous cash flow studies.  

Thus, the purpose of this paper is focused on the analysis of the importance that economic entity gives to 

permanent accounting, supervision and control of cash flows to ensure business continuity and sustainability of 

the business. The established objectives are oriented on: O 1 - identifying the ways of valorization of financial-

value resources in the organization of business sustainability is intended to present the consequences of the events 

of the last period, such as the health crisis, the geopolitical crisis, the energy crisis, in the conditions of 

foreshadowing a future food crisis and O 2 - identifying the behavior of cash flows depending on the related 

activities", focused on the study of a sample of companies, listed on the Bucharest stock exchange, in dynamics, 

for seven financial years. The aim was to analyze the structure, behavior and impact of cash flows, by related 

activities, on company performance. The results obtained are materialized in the development of a model to 

evaluate the behavior of cash flows for entities listed on a regulated stock exchange affected by overlapping crises. 

II. LITERATURE REVIEW 

There are numerous studies in the literature in which the authors are concerned with how to relate cash 

flows to financial performance. These studies usually seek to emphasize the importance of cash flows for decision 

makers because they provide insights into the state of financial position, earnings and market value. (Mia & 

Santosa, 2019) and that firm solvency, flexibility and performance capability are associated with the firm's ability 

to produce positive cash flows from operating, investing and financing activities (Turcas, 2011).  Previously, Bragg 

(2002) emphasized that investors have an interest in identifying the ability of firms to conduct business that will 

IDENTIFYING THE METHODS OF ADAPTING THE BEHAVIOR OF CASH FLOWS 

TO THE VARIATIONS OF THE RELEVANT FINANCIAL-ECONOMIC INDICATORS 

IN MULTIPLE CRISIS CONDITIONS 
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enable them to generate cash flows to repay debt. In addition, Bingilar and Oyadonghan (2014) stated that a 

company's cash flow is a crucial factor that improves its operations.  

Based on the researches, findings and studies already conducted by experts in the field related to cash flow, 

this study complements them by examining the behavior of cash flow according to the related activities of entities. 

Effective management of enterprise cash flows ensures predictable activities in a modern organisation. The issue 

of balancing and timing of cash outflows and inflows and their equivalents is important for any enterprise. The 

importance increases considerably with complex economic processes that create significant risks and difficulties 

in achieving a balanced cash flow management and profit-making policy (Greshko, Kharabara and Tretyakova, 

2021). The assessment of financial stability is an important task for an enterprise, as it ensures the independence 

of the company and its ability to generate cash flows. The availability and ability of firms to use financial resources, 

determines their survival and development in the market. Money is a scarce resource, which is why it is essential 

to develop an effective method of managing it. 

In order to talk about cash flows and their approaches in accounting, we must first define the term. Cash 

flows can be described as the amount of money that an entity holds, and which ensures its market efficiency, 

financial stability, solvency, liquidity and image. If the firm is financially balanced, it means that it has an optimal 

amount of cash flow. An excess of these can lead to the depreciation of financial resources, and a cash deficit can 

reduce performance indicators, diminish the financial situation, and in the worst cases lead to the bankruptcy of 

the company (Soboleva et al., 2018). Cash flows essentially show the inflows, in the form of revenues, and 

outflows, in the form of expenses, that a firm has during a reporting period. Unfortunately, entrepreneurs can 

distort the true picture of their cash flows. By extending the time to make payments invoices and keep cash on 

hand, on the one hand, and collecting receivables from customers in a shorter time, on the other hand, companies 

maintain an optimal level of liquidity and a good image for potential investors (Ali, Ormal and Ahmad, 2018).   

Every business, regardless of size, business purpose or form of organisation, needs cash flow to operate. 

Cash flows are the result of cash inflows and outflows (Emmanuela et al., 2019).  Throughout this sub-chapter, 

our focus is on the first component of cash flows, namely inflows. Cash inflows are the result of core business, 

investment, financing activities in the form of loans received from banks, shareholder investments, interest from 

savings and investments (Emmanuela et al., 2019).  In turn, cash flows, when presented in annual financial 

statements, should be grouped for firms that are required to prepare them into: cash flows from operating activities, 

cash flows from investing activities and cash flows from financing activities. By studying cash flows from 

operating, investing and financing activities, we explore the effect of these different cash flows on firm value, and 

hence, the characteristics of the dependent variables (Yensen et al., 2019). 

Operating activities are the entity's main revenue-producing activities. However, a distinction must be made 

between them and investment or financing activities. The most important source of accumulating cash inflow is 

the sale or provision of services to customers (Kania, 2005).  Sometimes, operating cash flows may originate from 

transactions which, at first sight, do not belong to the operating category. We take the clear example to support the 

hypothesis stated above. Suppose we acquire land. At first glance, we consider this transaction to be associated 

with investment activity. However, before we can evaluate and categorize this flow, we need to know what 

business practices the firm is engaged in. If the entity regularly acquires land that it uses to build or sell further on, 

we can classify this transaction in the cash flow generating class related to the operating activity because this is 

the activity that generates its income, and not in the one related to the investment activity (Găban, 2016).   

To study cash flows from operating activities, companies can use either the direct method or the indirect 

method. When the direct method is used, the main categories of receipts and payments are presented in gross form. 

In addition, the profit before tax and cash generated by operating activities are shown. In the case of the indirect 

method, profit or loss is adjusted using the effects of non-cash transactions, using delays or accruals, cash flows 

from investing or financing activities (Găban, 2016).    

The preparation of cash flow statements is an important process for every company. Cash flow statements 

are often used to describe the company's ability to meet the company's operating costs and obligations, so in order 

to generate additional profits, the company must have cash to reinvest (Tjandrakirana & Budiman, 2022).  

In order to run a business effectively, it must have funds. The accumulated funds are used to buy fixed 

assets, produce goods and services, purchase materials for production and sale, etc. It is necessary to use the flows 

in such a way that they generate high returns from the investment made. The allocation of these funds is based on 

proper planning so that the use of funds can be optimally reinvested (Tjandrakirana & Budiman, 2022). Cash flow 

is described as cash inflow and cash outflow. While in the first sub-chapter, the focus was on describing the 

components that belong to the category of cash inflows, in the remainder of this sub-chapter we will discuss cash 

outflows or cash payments. Payment flows follow the same structure as cash receipts in order to make connections 

between them. Thus, we will have payment flows related to operating activity, payment flows related to financing 

activity and payment flows related to investing activity. 

Cash outflows from operating activities refer to expenses that the company incurs in the course of its core 

business. Normally, the largest costs a company incurs are incurred in carrying out its core business. Included in 

this category are cash outflows for payments to suppliers, employee salaries, advance payments, taxes payable to 
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state budgets and interest due on loans obtained (Anghelache et al., 2012). Financing activities represent cash 

inflows from issuing shares, issuing debt securities. Correspondingly, cash outflows related to financing activities 

are materialized in expenses for share buybacks (treasury shares), payment of lease liabilities or dividends to 

shareholders. Cash outflows from investment activities, indicate that firms aim to maximize their market value, 

thus taking into account, capital expenditures for the firm (Yensen et al., 2019). The following items belong to this 

category of cash outflows: repayment of intercompany loans an7d other loans, only if the entity does not have 

borrowing of funds as its main activity, payments for purchases of real estate, intangible assets and other long-

term assets.  

There can be no effective management if it is not constantly concerned with determining and tracking cash 

flows. Without this monitoring, decisions can be flawed in terms of the ongoing financing of the business. 

Impediments to understanding the need to prepare cash flows 

The concept of cash flow forecasting is of interest and importance to business, investors, lenders and 

financial analysts. When a company is able to determine its cash flow correctly, users of its financial statements 

are able to assess the liquidity, financial flexibility and risks of the company (Mulenga & Bhatia, 2017). Money 

needs to circulate, and to ensure that it circulates efficiently, entrepreneurs should take all the necessary steps so 

that they can achieve an outcome whereby the money that will flow into the company is equal to, and hopefully 

more than, the money that will leave the firm's assets.  

Many companies believe that money is power, but are unable to estimate correctly the cash they will have 

to finance the business. Failure to plan inflows and outflows and the misconception that a rapid increase in cash 

would be the solution to solve problems in the firm, greatly affects the firm's survivability (Mulenga & Bhatia, 

2017).  Building a cash flow will help the company visualize what inputs will form the basis for future expenses 

and investments. At the same time, those who prepare such statements have the advantage that they are prepared, 

to some extent, for outflows that may occur unforeseen because, they are aware, at all times of the cash they have 

available (Mungal & Garbharran, 2014) 

The notion of cash flow is often confused by entrepreneurs, especially small business owners, for whom 

the term is new, with company profit. Ignorance of the meaning and importance of this term, makes them, once 

seen with a positive balance, decide to invest, not taking into account the deferred expenses that the company may 

have, which must be paid from the positive balance obtained (Mungal & Garbharran, 2014). Another aspect that 

firms that do not prepare their cash flows, do not take into account, is that they do not prioritize expenses. As cash 

is a limited and vital resource to be able to operate, managers are responsible for determining the expenses to be 

incurred and determining the order of payments, according to importance and due date. Any cash outflow that is 

not necessary and prioritized can leave the firm without liquidity to pay urgent debts (Mungal & Garbharran, 

2014). 

III. RESEARCH METHODOLOGY 

As outlined in the introductory part, the aim of the paper is to analyze the effects of cash flow behavior 

according to the type of activity of the entities, i.e. operating activities, investing activities and financing activities. 

Another objective pursued, through the analysis of cash flow statements, is to demonstrate the importance of the 

cash flow statement to maintain and forecast performance. The rationale for choosing this topic for discussion, in 

addition to its topicality, is the need to gain an in-depth understanding of the need for proper cash flow management 

to ensure the resilience of a business in a volatile market. 

The paper was based on studies compatible with the topic, and as an applied part, a database, on which we 

applied our knowledge and theories to achieve the desired objectives. The research was carried out on a sample 

composed of fifty-four Romanian companies, listed on the Bucharest Stock Exchange, For the companies chosen 

as support, we went through the annual financial statements, published by them, for the years 2015-2017. The 

purpose of this review was to gather information relevant to our research. In particular, we focused on the cash 

flow statements in the financial statements. The collected information formed the basis for the database on which 

we conducted our research. The data are divided by year, each year separately, are distributed by columns, for 

each firm, and by lines, each type of information, to streamline data processing and querying.  By processing the 

data, in a program specially used for such analyses, SPSS 26, information was modelled and obtained which, after 

interpretation, aimed to show how much influence the independent variables selected in the model had on the 

dependent one. The aim was to determine which components influence cash flows in terms of increase or decrease. 

The sample on which we conducted the analysis was composed of fifty-four Romanian companies listed on the 

Bucharest Stock Exchange. The fields of activity of the sampled firms are from different industries of the economy 

(mining, agriculture, construction, catering industry, etc.). The time period over which we conducted the research 

spans seven financial years, for the years 2015-2021. For the companies chosen as support, we have gone through 

the annual financial statements, published by them, for all years. The purpose of this review was to gather 

information relevant to our research. In particular, we focused on the cash flow statements in the financial 

statements. The information collected formed the basis for the database on which we conducted our research. The 
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data are divided by year, each year separately, are distributed by columns, for each firm, and by lines, each type 

of information, to streamline data processing and querying. The following information is presented by line for 

each firm and for each year: rate of return, nominal value of the firm's shares, number of shares, value of share 

capital, value of equity, total assets, dividends paid and provisions made. Then follows the section of interest to 

our study, the cash flow statements, divided into: cash flows from operating activities, cash flows from investing 

activities and cash flows from financing activities. For each type of flow, we have data on cash inflows and cash 

outflows. Next, the database has information on firm performance (turnover, operating income, operating 

expenses, operating result, financial expenses, financial income, financial result, gross result, net result and average 

number of employees). The last section of the database is intended to present the stock market indices for each 

firm. 

IV. RESULTS AND DISCUSSIONS 

The relevance of cash flows to the conduct of operations and business performance encourages managers 

to develop appropriate combinations of flows in order to maximize their value. In order for cash flows to be well 

structured and used effectively, a business company must be able to devise various ways of selecting the best 

components of its cash flows to be used in the operation of the company to enhance its productivity or to achieve 

performance (Bingilar & Oyadonghan, 2014). This process should be based on well-developed criteria by the 

financial manager. In order to better understand cash flows, in the following, we will study their behavior according 

to the type of activity from which they originate. 

Modelling cash flows 

For the analysis and modelling of cash flows we have built a database, starting from a sample of fifty-four 

listed companies. They come from different sectors of activity such as agriculture, mining and quarrying, 

construction, hotels and restaurants, communications, technical and scientific activities, and prepare cash flow 

statements. The processed data led us to results that were used to design an econometric model to establish a 

pattern between all requested variables entered and total cash flow variable. IBM SPSS Statistics 26 software was 

used to analyze the data and validate the regression model. Table 1, Variables analyzed includes the variables used 

to build the model: 

Table 1. Variables analyzed 

 

Variables Entered/Removeda 

Modell Variables Entered Variables Removed Method 

1 Net turnover, DIVY, Average number of employees,, 

PER , PBV , Net profit, Total assetsb . Enter 

. Enter 

a. Dependent Variable: Total Cash Flows 

b. All requested variables entered. 

Source: Annual Reports 2015-2021, own processing 

 

The analysis presented below was performed to determine the dependence relationship of cash flows on the 

dynamics of several influencing factors of integrated reporting using the multiple linear regression model of the 

type: 

𝑇𝑜𝑡𝑎𝑙 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 =  α + β1 ∗ Net turnover +  β2 ∗ DIVY +  β3 ∗ average number of employees +
 β4 ∗ PER +  β5 ∗ PBV β6 ∗ net income + β7 ∗ total assets ε  

Where: 

 Total cash flows - is the dependent variable of the model, 

 Net turnover, DIVY, average number of employees, PER, PBV, net result, total assets- are the 

independent variables, 

 α, β1, β2, β3, β4, β5, β6, β7 - are the parameters of the regression model, 

 ε is the random error variable. 

At this stage of the research, we aim to demonstrate that the determined model describes the analyzed 

economic problem and has a high degree of confidence. Specifically, we want to determine the extent to which 

the dependent variable is sensitive to changes in the other elements.  

Figure 1 shows the development of the dependent variable in relation to the independent variable, turnover, 

for the period under analysis:  
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Figure 1 - Variation of the dependent variable with respect to the independent variable net turnover 

Source: Annual reports 2015-2021, own processing 

 

Net turnover is associated with the proceeds from operating activities, which account for the largest share 

of total cash flows. Although at a first analysis of the previous graph one would assume that there is no dependence 

between the two variables due to the high differences on the axis, it should be noted that turnover only includes 

receipts, whereas cash flow represents the difference between receipts and payments. With this information in 

mind, a closer look at the graph shows that in periods when turnover is high, cash flows are positive and on an 

upward trend. Consequently, when turnover was low, cash flows were close to zero or even negative, which 

justifies the dependence of the variable cash flows on the independent variable turnover. 

Figure 2 shows the evolution of the dependent variable cash flows in correlation with the independent 

variable DIVY for the period analyzed: 

 

 

Figure 2 - Variation of the dependent variable with respect to the independent variable DIVY 

Data source: Annual Reports 2015-2021, own processing 

 

DIVY- dividend yield remains relatively constant throughout the period under analysis. Compared to this, 

it is observed that cash flows fluctuate significantly. This shows that companies do not decide to pay higher 

dividends when cash flows are on an upward trend, they use the surplus cash for other investments. There is no 

significant influence between the independent variable and the dependent variable. 

Figure 3 shows the evolution of the dependent variable cash flows in relation to the independent variable 

average number of employees for the period under analysis. The number of employees remains relatively constant 

from one period to another. Since 2020, when the measures imposed by the authorities to stop the pandemic were 

felt, a decrease in the average number of employees can be observed for the sample analyzed. Also, sales and cash 

flow have visibly suffered from the same period onwards, so there is a dependency between the two elements. 
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Figure 3 - Variation of the dependent variable from the independent variable average number of 

employees 

Source: Annual reports 2015-2021, own processing 

 

Figure 4 shows the evolution of the dependent variable cash flows in relation to the independent variable, 

PER, for the period analyzed: 

 

 

Figure 4 - Variation of the dependent variable from the independent variable PER 

Source: Annual Reports 2015-2021, own processing 

 

PER abbreviation used to determine the ratio between the price of a share on the stock exchange and the 

earnings per share recorded by the issuer. A company's profit is influenced by the cash flow it earns. Based on this 

statement, the definition of the P/E indicator and the graph above, we conclude that indirectly the two are 

interrelated and influence each other. 

Figure 5 shows the link between the dependent variable cash flows and the independent variable PBV: 

 

 

Figure 5 - Variation of the dependent variable from the independent variable PBV 
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Source: Annual Reports 2015-2021, own processing 

 

PBV is an indicator that calculates the ratio between the price of a share and the equity value per share. 

This indicator does not influence the dependent variable cash flows significantly. 

Figure 6 shows the relationship between the dependent variable cash flows and the independent variable 

net income: 

 

 

Figure 6 - Variation of the dependent variable from the independent variable net result 

Data source: Annual Reports 2015-2021, own processing 

 

The cash flow variable contributes to net result, which is why there is a correlation between them. As can 

be seen in Chart 6. the two vary, in most cases in the same direction, thus showing a dependency link between 

them. 

Figure 7 shows the relationship between the dependent variable cash flows and the independent variable 

total assets: 

 

 

Figure 7 - Variation of the dependent variable from the independent variable total assets 

Data source: Annual reports 2015-2021, own processing 

 

The two variables are dependent on each other. Assets held are influenced by the cash flows an entity 

records. After analyzing the data, we made a model to determine the correlation ratio values for the Summary 

model in Table 2. 

Table 2. Model Summary 

Model Summaryb 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .599a .440 .470 7223.372036854777000 

a. Predictors: (Constant), Net turnover, DIVY, Average number of employees, PER , PBV , Net profit, Total assets 

b. Dependent Variable: Total Cash Flows 

Source: Own processing in SPSS 26 
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The value of the correlation ratio of the Summary model determined in Table 3. is 0.599 validating the 

model obtained in 95%. Therefore, there is an average relationship between the variables of the model for the firms 

analyzed. The dependent variable, cash flows, represents the difference between receipts and payments and is 

influenced in modest percentages by the independent variables used to support the analysis. Payments and receipts 

for each type of activity have the largest influence on cash flows. According to the determination ratio of 0.440 

we have 44% of the variation in ROE explained by the variation in the variables.  

The Anova test econometrically validates the multiple linear model and is presented in Table 3. 

 

Table 3. ANOVA test 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 266093241518310.000 7 38013320216901.430 12.068 .003b 

Residual 6452941232471276.000 351 18384447955758.620   

Total 6719034473989586.000 358    

a. Dependent Variable: Total Cash Flows 

b. Predictors: (Constant), Net Turnover, DIVY, Average Number of Employees, PER , PBV , Net Income, Total Assets 

Data source: Own processing in SPSS 26 

 

According to Table 3. the variance components have the values: estimated explained variance 

266093241518310.000, estimated residual variance 6452941232471276.000 and estimated total variance 

6719034473989586.000. The Fisher coefficient value is very large, F = 12.068, and the Sig. value for the F-test is 

less than 0.05, so the constructed model explains the significant dependence between ROE and independent 

variables by a multiple linear relationship. From a statistical point of view if the sig. value is less than 0.05 the 

multiple linear model is 95% validated. 

 

Table 4. Model coefficients 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 636418.559 323276.229  1.969 .050 

PBV 16198.998 70289.369 .012 .230 .518 

PER 70.237 874.396 .004 .080 .436 

DIVY -27497.370 10151.443 -.144 -2.709 .007 

Average Number 

of Employees 

1.433 9.712 .008 .148 .083 

Net Income .157 .062 .175 2.530 .002 

Total Activ -.008 .004 -.156 -2.097 .001 

Net turnover .016 .010 .098 1.629 .044 

a. Dependent Variable: Total Cash Flows 

Data source: Own processing in SPSS 26 

 

Finding the regression parameters of the model leads to the determination of the estimated equation, i.e. the 

rewriting of the turnover according to the factors analyzed. The model equation has the form: 

 

𝑇𝑜𝑡𝑎𝑙 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 = 636418.559 +  16198.998 ∗ PBV + 70.237 ∗ PER − 27497.370 ∗ DIVY + 1.433
∗ average number of employees + 0.157 ∗ net income − 0.008 ∗ Total assets + 0.016
∗ Net turnover  

 

The econometric interpretation of the model obtained gives us the following information on how the 

variation in total cash flows is influenced by the influencing factors considered. If PBV increases by 1% and the 

other variables remain constant, then total cash flow will increase on average by 1,6198.998%. If PER increases 

by 1% and the other variables remain constant, then total cash flow will increase on average by 70,237%.  If the 

DIVY rate increases by 1%, and the other variables remain constant, then total cash flow will decrease on average 

by 27497.370%.  If the average number of employees increases by 1% and the other variables remain constant, 

then total cash flow will increase by 1,433%. If net income increases by 1% and the other variables remain constant, 

then total cash flow will increase on average by 0.157%. If total assets increase by 1%, and the other variables 

remain constant, then total cash flow will decrease on average by 0.008%. If turnover increases by 1%, and the 

other variables remain constant, then total cash flow will increase on average by 0.016%.   
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Analyzing the model obtained, it can be seen that total cash flow is partially influenced by the independent 

variables analyzed. Rather, the dependent variable influences the independent variables because it is used as a 

factor in estimating market value, net income, PEV, PER, DIVY. Turnover, part of operating cash flow, has an 

impact on cash flow because total receipts from operating activities represent the largest part of cash flow, and the 

direction that turnover takes can impact cash flow. 

Table 5, Residuals Statistics gives us information about residual values. The lowest residual value is - 

21032380.00 and the highest value is 36284412.00. 

 

Tabel nr. 5 - Residuals Statistics 

 Minimum Maximum Mean Std. Deviation N 

Predicted 

Value 

-

9223.372036854777000 

9223.3720

36854777000 

9223.372036854777

000 

9223.3720368

54777000 

35

9 

Residual -

21032380.00000000000

0000 

36284412.

000000000000

000 

-.000000000005188 9223.3720368

54777000 

35

9 

Std. Predicted 

Value 

-10.989 4.188 .000 1.000 35

9 

Std. Residual -4.905 8.462 .000 .990 35

9 

a. Dependent Variable: Total Cash Flows 

Data source: Own processing in SPSS 26 

 

The histogram is skewed and shifted to the right and the P-P Plot has shifts from the specific theoretical 

distribution representing Henry's right due to overlapping crises (health crisis, geopolitical conflict, economic 

crisis, food crisis) that have led to adverse consequences in revenue, resulting in low revenues and inability to 

maintain business, employees and achieve performance. 

 

 

Figure 8 - Histogram and P-P Plot 

Data source: Own processing in SPSS 26 

 

Operating cash flow behavior 

Cash receipts from operating activities are the most significant source of profit for firms, and profits indicate 

the success or failure of a company in implementing its strategies, business plan, and combination of operating 

activities (Elahi, Ahmad, Shamas Ul Haq & Saleem, 2021). Cash flow from operations is the sum of funds 

generated by the firm from its core operations. It indicates the efficiency and sufficiency of generating positive 

cash flow from the entity's operations. The volatility of operating cash flows, taken into consideration, is intended 

to control and manage the income that may manifest the same behavior as the flows (Shoaib, Siddiqui & Saeed, 

2021). The flows resulting from operating activities represent the majority percentage of the total flows, whether 
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we are talking about the cash receipts or payments flows, for all the years analyzed. A positive percentage of cash 

flow from operating activities influences performance, profit, share value, etc. in the same way. The companies 

analysed are from several fields of activity. The amount of cash flow from operating activities differs from one 

company to another, depending on sales made and payments made. There was a decrease in net cash flow from 

operations due to the pandemic for 2020 as it put the economy and therefore the firms' activities on hold. 2021 saw 

an economic boom, increased sales and revenues for the companies. However, the current year is expected to be 

poorer than the previous year due to inflation setting in and economic recovery measures. 

The hypothesis resulting from our research work that flows from operating activities are the majority of 

total flows and influence performance was not first stated in this study. Multiple other papers have shown and 

argued that operating activities change cash flow behavior most significantly. In a 2013 study, Cai argued that 

firms with higher free cash flows from operating activities show stronger evidence of survival. Also in the same 

study, he pointed out that if cash flows are trending upward, managers will engage in excessive investment, abusing 

a limited resource. Over-investment will reduce a company's efficiency by using up funds, distorting the allocation 

of resources and therefore reducing cash flows through significant outflows. Similarly, Adil, Zafar and Yaseen 

(2011) argued that an increase in operating cash flow will negatively impact the dividend payout ratio as they are 

of the view that firms with higher operating cash flows choose to retain the inflows in order to declare higher 

profits, thus forgoing to remunerate shareholders, and hence having outflows of cash flows.  

Operating cash flows help distinguish financially healthy firms from financially troubled ones. The 

behavior of cash flows from operations has a greater ability to determine financial distress relative to other financial 

information. The operating cash flow rate is an important indicator of whether or not a firm can recover from a 

difficult period. A successful business generates positive net operating cash flows, then this surplus cash is used 

for financing and investment activities, which further enhances the financial stability of a business. Also in the 

same study, Adil, Zafar and Yaseen, found that low cash flow from operating activities in the hands of an 

unprepared manager will lead the firm to face excessive investment decisions. Therefore, the decision to invest 

should be well controlled to avoid unnecessary decreases in operating cash flows that will fail to generate 

constructive increases in investment flows (Nguyen, Dang & Do, 2020). Another study conducted on this topic 

(Liu, 2018) talked about the behavior of operating cash flows and supported the importance of this category of 

flows on profitability and the fact that an increase in current assets and current liabilities, part of net accounting 

which are also components of accrual accounting, supports the growth of net operating assets, leading to increased 

sales. 

Recently, Satjawathee and Insaeng (2021) conducted a study analyzing cash flows. Their conclusion also 

reinforces our finding on the major importance of cash flows from operations. They stated that firms with positive 

operating cash flows have a similarly significant effect on stock prices.  In 2014, Bingilar and Oyadonghan 

mentioned that cash flows from operations statistically increase a company's performance. A one unit increase in 

operating cash flows leads to a 75.79 unit increase in profits in companies in the food and beverage sectors in Latin 

countries, they said in that study.  Two years later, in 2016, Asif, Mubarak, Ali, Kashif and Akbar, looked at the 

same topic and found that firms with positive operating cash flows were trading at a higher price than a previous 

period or even other companies with lower earnings.  In contradiction to our findings in this study, but also to 

other studies, Vedd and Yassinski (2015) concluded that cash flows relative to stock returns, lead to negative 

relationship, for Latin American countries.   

Although they remain in the majority and influence the behavior of cash flows in the same way. The analysis 

of the cash flow statements, for the sampled firms, shows a considerable decrease in operating cash flows, for the 

years 2019-2020. The main consequence of this is the decrease in sales due to the pandemic outbreak. 

Unfortunately, this downward trend is expected to continue in the future. The crisis we will face, inflation, rising 

prices of consumables and raw materials, and a drop in consumer purchases in the coming period will force 

companies to increase prices and reduce production due to lack of funds. 

Cash flow behavior of investment activity 

Investing activities are that type of activity which generates and provides certainty of a continuous flow of 

income.  Compared to cash flows from operating activities, cash flows from investing activities are significantly 

lower (Bingilar & Oyadonghan, 2014). The sampled firms realize this type of cash flow, to a small and often 

negative extent. It is concluded that a higher market valuation of investment cash flows will occur when the firm 

has a relatively larger amount of positive net present value investment opportunities. The investment cash flow 

inflows of entities with growing earnings justify the return on securities. Consequently, investment cash flows of 

low-growth firms are valued in line with the "over-investment" of the firms' managers. It could also be observed 

in our sample that managers do not pay attention to investment flows. They invest in fixed assets only if absolutely 

necessary because they do not want to decrease their profit by investing. If necessary, they decide to lease the 

assets they need, which will affect their cash flow by paying interest.  Flows from investment activity have a 

negative trend in almost all periods evaluated. 2021 is the year in which positive results are observed. This is due 

to the fact that many firms have had to invest in new equipment to cope with the measures imposed by the authority 

on pandemic prevention. 
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Related to cash flows from investing activities, Mia and Santosa, in 2019, argued that the cash used for 

investment flows will affect the entity's share returns. The lower the investment flows, the higher the return on 

equity.  Investment flows policy from the perspective of researchers Nguyaen et al. (2020), argues, for firms that 

over-invest, the culprits for these results are managers. Cash flow behavior is ultimately influenced by decisions 

made by entrepreneurs. Their belief that cash flow is higher than reality will lead them to make investments that 

cannot be backed up by cash receipts. Study by Wu, Hua and Lu (2022), argues the low level of cash flow related 

to investment by the fact that in emerging economy countries, the capital market faces problems and there are 

difficulties in obtaining the flows from financing and operating activities needed to invest.  They also argued 

through practical research the hypothesis that investment cash flows significantly affect the stock market returns 

of listed companies. 

In contradiction to my research findings and other research, Khanji and Siam (2015), argue that cash flows 

are not a defining factor on the impact they have on stock returns. It should be noted that they conducted the study 

on Jordan, the possibility of extrapolating this theory is quite difficult to other countries.  However, also of the 

same opinion, were Ernayani and Robiyanto (2016), who, in a study, showed that operational cash flow and 

financial cash flow have a role and consequences on stock returns, and about cash flows related to investment 

activity, they concluded that they do not influence stock returns in any way. They also stated that the rate of 

investment flows will be higher when investment funds are used to maximize the entity's profit. 

Also about cash flows, in a study conducted in 2021, Wiranti and Bakti, drew conclusions on the fact that 

in order to make investments, firms need to earn income from operating and financial activities. These investments, 

will change the value of shares and increase their return. Firms analyze the market before they invest and will look 

to invest in companies that in turn make investments. This will increase the demand for the shares, which will 

encourage the price of the share to rise. This conclusion comes as a complement to our research and was made by 

Wahyuningsih (2020). Of the same opinion, four years ago, were Rizal and Ana (2016), who at the end of a 

research paper on this topic, concluded that cash flows from investment will accrue to firms that exhibit financial 

performance. 

Behavior of cash flows from financing activities 

The final component of cash flows is the cash flow from financing activities. There is a positive and 

significant relationship between cash from operating activities, cash from financing activities and the size of firms' 

profit after tax. Many studies have been conducted to analyze financial decisions and flows, including this study. 

As a result of our analysis, we have come to the following conclusions about cash flows from financing activities. 

This type of flow is often not of significant relevance to the firm. However, if a company decides to borrow to 

make an investment or to support its business, the cash flow from financing will have a relevant impact on 

performance. In general, the sampled firms show negative financing cash flows, with the main outflow being the 

repayment of debt for loans received. Because sales have decreased considerably over the last two years, leading 

to lower operating cash flows, there has been an upward trend in financing cash flows as the only solution managers 

have found to cope has been to resort to bank loans. This decision will lead to cash outflows in future financial 

years. 

The topic of cash flows from financing activities has been addressed and debated by researchers in several 

academic papers. In a paper this year, Ugo and Egbuhuzor (2022), argued that firms with cash flow values from 

financing activities positively influence performance.  Liman and Mohammed (2018), also in a study on this topic, 

concluded that there is a significant impact of cash flow management on firms' financial performance.  The study's 

finding contradicts the results arrived at by Eton (2019) who analyzed and concluded that, in fact, cash flow 

management of financing activity-related flows, has insignificant consequences on financial performance.   

Leon (2022), argued that the debt policy is a defining part of the funding for financing for each activity of 

the company. The decision to take on debt, creates obligations for firms and leads to reduced cash flows from 

financing activity and profits. Institutional ownership has no effect against leverage policy, asset structure positive 

influence against leverage policy, and company size negative influence against leverage policy.  In a practical 

research paper on a sample of firms in Pakistan, Azhar Farooq, M., Sheikh (2021) demonstrates exactly the 

conclusion we have reached, namely that there is a high degree of dependence between financial decisions, which 

influence flow behavior, and stock price declines. He showed how, paying off a large loan led to a decrease in 

dividends by a significant percentage, thus justifying the interdependence of the two elements.  

Proper asset allocation can be advantageous in an economy under pressure. Assets should be placed in such 

a way as to maintain a balance between the risks the firm will take and the return those risks should have on profits. 

This is due to the need to balance current financial obligations with future cash flows. If current liabilities increase, 

a decrease in exposure to short-term risky investments is required to fund these activities. While, on the other hand, 

taking on risky assets is advantageous in the current circumstances to take advantage of market volatility to 

maximize the benefits of future cash flows from financing activity. Basically, the conclusion reached by Hanlon 

(2022) is that flows from investments, can bring significant benefits to the firm if used consciously and taking 

advantage of market opportunities.  Another study, on this topic, in line with the conclusions we also reached, by 

Sari, Sadiyah and Ainum (2022) showed that free cash flow alone achieves an effect on firm performance. 
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Companies use internal resources, resulting from operational activity, which they use for financial investment, so 

that the company's performance can manage cash flow to finance the assets held by the company. 

Another study on this topic was carried out by Nangih, Ofor and Onuorah (2020). The results of their study 

established that cash flow from operating and investing activities had a negative and insignificant relationship with 

profitability, while cash flow from financing activities had a positive and significant influence on firm performance 

in the oil and gas sector. They suggested that it is necessary for firms to evaluate strategies to have flows that allow 

them to meet daily needs, invest, finance and make profit.  Also of the same opinion, that there is no significant 

relationship between cash flows from financing activities and return on equity (ROE) and return on assets (ROA), 

are Tariverdi, Amanolahi and Faal (2014). 

V. CONCLUSIONS 

After analyzing and modelling the data in the database, we obtained information on the behavior of cash 

flows related to operating, investing and financing activities. It was found that the independent variables chosen 

for the modelling carried out in this research do not have a significant impact on cash flows. However, we have 

deduced from the study that they are influenced in high percentages by the decisions taken by the entrepreneurs, 

the correct management of production, sales, investments made or payments made. They can be used to identify 

and quantify a company's strengths and weaknesses, assess its financial position and uncover risks or unfavorable 

implications for the company. Cash flow analysis can help implement plans to improve a company's profitability, 

liquidity and financial structure.  

The results showed that cash flows from operating activities are the most relevant flows. A positive cash 

flow from operations, in the hands of a good manager, can increase the firm's performance because it will make 

conscious investments that will bring future income to the company. A positive cash flow from operations 

increases the image of the company in the market, which will attract more investors, more funds from investments. 

Last but not least, firms that manage to generate enough revenue internally will not have to borrow to sustain their 

business. This avoids financial cash outflows to repay loans. 

For the firms analyzed, it was found that they have low cash flows from investment and financing activities. 
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