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Abstract

This paper studies the effect of growth opportunities, financial constraints and
financial distress on the speed of adjustment of small and medium-sized
enterprises (SMEs) to their target cash holdings. We use a sample of Spanish
SMESs from the period of 1998 to 2012. The results support the existence of a
target cash holding level to which small firms attempt to converge. Additionally,
consistent with the precautionary motive for cash holdings, the results show that
SMESs with greater growth opportunities adjust more quickly to their target cash
holding level to preserve their financial flexibility and to be able to take advantage
of profitable investment opportunities when they arise. Moreover, for SMEs in

financial difficulties, the adjustment speed of cash is higher to avoid financial
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distress costs. Finally, we observe a faster speed of adjustment for cash holding in
the crisis period for all firms, as a possible response to the credit restrictions
faced by SMEs.
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Notes

1. The agency problems associated with debt are most significant in SMEs
(Berger and Udell 2003).

2. According to the Additional Provision One of the Spanish Audit Law, 22/2015,
of July 20, companies that exceed two of the following thresholds are not
authorized to present abridged financial statements and, therefore, are
obliged to audit their accounts: annual revenue of 5,700,000 €, total assets of
2,850,000 € and an average of 50 employees over the year, for two consecutive

years.

3. NACE is the European classification of economic activities. NACE is a
classification derived from the ISIC (International Standard Industrial

Classification) to enable international comparability.

4 . Significant at 1% level in further analyses.
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5. The coefficient 6( for high sales growth firms will be the sum between the
coefficient of lagged cash (CASHj;; — 1) and the interaction with the dummy
variable (CASH;; -1 X DHIGHGROWTH;;). However, the coefficient 6y for the
group of firms with lower sales growth will be determined by CASH;; — 1. Note

that the adjustment speed (y) is determined by 1 minus 6¢.

References

Acharya, V., Almeida, H., & Campello, M. (2007). Is cash negative debt? A
hedging perspective on corporate financial policies. Journal of Financial
Intermediation, 16, 515-554.

Article Google Scholar

Akbar, S., Rehman, S., & Ormrod, P. (2013). The impact of financial shocks on the
financing and investment policy of private firms. International Review of
Financial Analysis, 26, 59-70.

Article Google Scholar

Almeida, H., Campello, M., & Weisbach, M. S. (2004). The cash flow sensitivity of
cash. Journal of Finance, 59, 1777-1804.

Article Google Scholar

Al-Najjar, B. (2015). The effect of governance mechanisms on small and medium-
sized enterprise cash holdings: evidence from the United Kingdom. Journal of
Small Business Management, 53, 303-320.

Article Google Scholar

Altman, E. I. (2000). Predicting financial distress of companies: revisiting the Z-
score and ZETA models. Unpublished Manuscript, NYU.


https://doi.org/10.1016%2Fj.jfi.2007.04.001
http://scholar.google.com/scholar_lookup?&title=Is%20cash%20negative%20debt%3F%20A%20hedging%20perspective%20on%20corporate%20financial%20policies&journal=Journal%20of%20Financial%20Intermediation&doi=10.1016%2Fj.jfi.2007.04.001&volume=16&pages=515-554&publication_year=2007&author=Acharya%2CV&author=Almeida%2CH&author=Campello%2CM
https://doi.org/10.1016%2Fj.irfa.2012.05.004
http://scholar.google.com/scholar_lookup?&title=The%20impact%20of%20financial%20shocks%20on%20the%20financing%20and%20investment%20policy%20of%20private%20firms&journal=International%20Review%20of%20Financial%20Analysis&doi=10.1016%2Fj.irfa.2012.05.004&volume=26&pages=59-70&publication_year=2013&author=Akbar%2CS&author=Rehman%2CS&author=Ormrod%2CP
https://doi.org/10.1111%2Fj.1540-6261.2004.00679.x
http://scholar.google.com/scholar_lookup?&title=The%20cash%20flow%20sensitivity%20of%20cash&journal=Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2004.00679.x&volume=59&pages=1777-1804&publication_year=2004&author=Almeida%2CH&author=Campello%2CM&author=Weisbach%2CMS
https://doi.org/10.1111%2Fjsbm.12062
http://scholar.google.com/scholar_lookup?&title=The%20effect%20of%20governance%20mechanisms%20on%20small%20and%20medium-sized%20enterprise%20cash%20holdings%3A%20evidence%20from%20the%20United%20Kingdom&journal=Journal%20of%20Small%20Business%20Management&doi=10.1111%2Fjsbm.12062&volume=53&pages=303-320&publication_year=2015&author=Al-Najjar%2CB

Ang, J. (1991). Small business uniqueness and the theory of financial

management. Journal of Small Business Finance, 1, 1-13.

Google Scholar

Arslan, O., Florackis, C., & Ozkan, A. (2006). The role of cash holdings in
reducing investment-cash flow sensitivity: evidence from a financial crisis period

in an emerging market. Emerging Markets Review, 7, 320-338.

Article Google Scholar

Asquith, P, Gertner, R., & Scharfstein, D. (1994). Anatomy of financial distress: an
examination of junk-bond issuers. The Quarterly Journal of Economics, 109, 625-
658.

Article Google Scholar

Aybar-Arias, C., Casino-Martinez, A., & Lopez-Gracia, J. (2012). On the adjustment

speed of SMEs to their optimal capital structure. Small Business Economics, 39,
977-996.

Article Google Scholar

Ayyagari, M., Beck, T., & Demirguc-Kunt, A. (2007). Small and medium

enterprises across the globe. Small Business Economics, 29, 415-434.

Article Google Scholar

Banos-Caballero, S., Garcia-Teruel, P. ]J., & Martinez-Solano, P. (2012). How does
working capital management affect the profitability of Spanish SMEs? Small

Business Economics, 39, 517-529.

Article Google Scholar

Bates, T. W,, Kahle, K. M., & Stulz, R. M. (2009). Why do U.S. firms hold so much


http://scholar.google.com/scholar_lookup?&title=Small%20business%20uniqueness%20and%20the%20theory%20of%20financial%20management&journal=Journal%20of%20Small%20Business%20Finance&volume=1&pages=1-13&publication_year=1991&author=Ang%2CJ
https://doi.org/10.1016%2Fj.ememar.2006.09.003
http://scholar.google.com/scholar_lookup?&title=The%20role%20of%20cash%20holdings%20in%20reducing%20investment-cash%20flow%20sensitivity%3A%20evidence%20from%20a%20financial%20crisis%20period%20in%20an%20emerging%20market&journal=Emerging%20Markets%20Review&doi=10.1016%2Fj.ememar.2006.09.003&volume=7&pages=320-338&publication_year=2006&author=Arslan%2CO&author=Florackis%2CC&author=Ozkan%2CA
https://doi.org/10.2307%2F2118416
http://scholar.google.com/scholar_lookup?&title=Anatomy%20of%20financial%20distress%3A%20an%20examination%20of%20junk-bond%20issuers&journal=The%20Quarterly%20Journal%20of%20Economics&doi=10.2307%2F2118416&volume=109&pages=625-658&publication_year=1994&author=Asquith%2CP&author=Gertner%2CR&author=Scharfstein%2CD
https://link.springer.com/doi/10.1007/s11187-011-9327-6
http://scholar.google.com/scholar_lookup?&title=On%20the%20adjustment%20speed%20of%20SMEs%20to%20their%20optimal%20capital%20structure&journal=Small%20Business%20Economics&doi=10.1007%2Fs11187-011-9327-6&volume=39&pages=977-996&publication_year=2012&author=Aybar-Arias%2CC&author=Casino-Mart%C3%ADnez%2CA&author=L%C3%B3pez-Gracia%2CJ
https://link.springer.com/doi/10.1007/s11187-006-9002-5
http://scholar.google.com/scholar_lookup?&title=Small%20and%20medium%20enterprises%20across%20the%20globe&journal=Small%20Business%20Economics&doi=10.1007%2Fs11187-006-9002-5&volume=29&pages=415-434&publication_year=2007&author=Ayyagari%2CM&author=Beck%2CT&author=Demirguc-Kunt%2CA
https://link.springer.com/doi/10.1007/s11187-011-9317-8
http://scholar.google.com/scholar_lookup?&title=How%20does%20working%20capital%20management%20affect%20the%20profitability%20of%20Spanish%20SMEs%3F&journal=Small%20Business%20Economics&doi=10.1007%2Fs11187-011-9317-8&volume=39&pages=517-529&publication_year=2012&author=Ba%C3%B1os-Caballero%2CS&author=Garc%C3%ADa-Teruel%2CPJ&author=Mart%C3%ADnez-Solano%2CP

more cash than they used to? Journal of Finance, 64, 1985-2021.

Article Google Scholar

Baumol, W. J. (1952). The transactions demand for cash: an inventory theoretic

approach. The Quarterly Journal of Economics, 66, 545-556.

Article Google Scholar

Beck, T., Demirguc¢-Kunt, A., & Maksimovic, V. (2008). Financing patterns around

the world: are small firms different? Journal of Financial Economics, 89, 467-487.

Article Google Scholar

Belghitar, Y., & Khan, J. (2013). Governance mechanisms, investment opportunity

set and SMEs cash holdings. Small Business Economics, 40, 59-72.

Article Google Scholar

Bentolilla, S., Jansen, M., Jiménez, G., Ruano, S. (2014). When credit dries up: job

losses in the great recession, CESifo working paper no. 4528.

Berger, A. N., & Udell, G. F. (1998). The economics of small business finance: the
roles of private equity and debt markets in the financial growth cycle. Journal of
Banking & Finance, 22, 613-673.

Article Google Scholar

Berger, A. N., & Udell, G. F. (2003). Small business and debt finance. In Z. J. Acs
& D. B. Audretsch (Eds.), Handbook of entrepreneurship research. Dordrecht:

Kluwer Academic Publishers.

Google Scholar

Berger, A. N., Klapper, FE., & Udell, G. FE. (2001). The ability of banks to lend to


https://doi.org/10.1111%2Fj.1540-6261.2009.01492.x
http://scholar.google.com/scholar_lookup?&title=Why%20do%20U.S.%20firms%20hold%20so%20much%20more%20cash%20than%20they%20used%20to%3F&journal=Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2009.01492.x&volume=64&pages=1985-2021&publication_year=2009&author=Bates%2CTW&author=Kahle%2CKM&author=Stulz%2CRM
https://doi.org/10.2307%2F1882104
http://scholar.google.com/scholar_lookup?&title=The%20transactions%20demand%20for%20cash%3A%20an%20inventory%20theoretic%20approach&journal=The%20Quarterly%20Journal%20of%20Economics&doi=10.2307%2F1882104&volume=66&pages=545-556&publication_year=1952&author=Baumol%2CWJ
https://doi.org/10.1016%2Fj.jfineco.2007.10.005
http://scholar.google.com/scholar_lookup?&title=Financing%20patterns%20around%20the%20world%3A%20are%20small%20firms%20different%3F&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2007.10.005&volume=89&pages=467-487&publication_year=2008&author=Beck%2CT&author=Demirg%C3%BC%C3%A7-Kunt%2CA&author=Maksimovic%2CV
https://link.springer.com/doi/10.1007/s11187-011-9366-z
http://scholar.google.com/scholar_lookup?&title=Governance%20mechanisms%2C%20investment%20opportunity%20set%20and%20SMEs%20cash%20holdings&journal=Small%20Business%20Economics&doi=10.1007%2Fs11187-011-9366-z&volume=40&pages=59-72&publication_year=2013&author=Belghitar%2CY&author=Khan%2CJ
https://doi.org/10.1016%2FS0378-4266%2898%2900038-7
http://scholar.google.com/scholar_lookup?&title=The%20economics%20of%20small%20business%20finance%3A%20the%20roles%20of%20private%20equity%20and%20debt%20markets%20in%20the%20financial%20growth%20cycle&journal=Journal%20of%20Banking%20%26%20Finance&doi=10.1016%2FS0378-4266%2898%2900038-7&volume=22&pages=613-673&publication_year=1998&author=Berger%2CAN&author=Udell%2CGF
http://scholar.google.com/scholar_lookup?&title=Small%20business%20and%20debt%20finance&publication_year=2003&author=Berger%2CAN&author=Udell%2CGF

informationally opaque small businesses. Journal of Banking & Finance, 25,
2127-2167.

Article Google Scholar

Bigelli, M., & Sanchez-Vidal, J. (2012). Cash holdings in private firms. Journal of
Banking & Finance, 36, 26-35.

Article Google Scholar

Bridges, S., & Guariglia, A. (2008). Financial constraints, global engagement, and
firm survival in the United Kingdom: evidence from micro data. Scottish Journal
of Political Economy, 55, 444-464.

Article Google Scholar

Byoun, S. (2011). Financial flexibility and capital structure decision. Available at

SSRN: http://papers.ssrn.com/sol3/papers.cfm?abstract id=1108850.

Campello, M., Graham, J. R., & Harvey, R. C. (2010). The real effects of financial
constraints: evidence from a financial crisis. Journal of Financial Economics, 97,
470-487.

Article Google Scholar

Denis, D. J., & Sibilkov, V. (2010). Financial constraints, investment, and the value
of cash holdings. Review of Financial Studies, 23, 247-269.

Article Google Scholar

Dittmar, A., Duchin, R. (2010). The dynamics of cash. Ross School of Business
working paper no. 1138. Available at SSRN: http://ssrn.com/abstract=1569529.

Dittmar, A., & Marth-Smith, J. (2007). Corporate governance and the value of


https://doi.org/10.1016%2FS0378-4266%2801%2900189-3
http://scholar.google.com/scholar_lookup?&title=The%20ability%20of%20banks%20to%20lend%20to%20informationally%20opaque%20small%20businesses&journal=Journal%20of%20Banking%20%26%20Finance&doi=10.1016%2FS0378-4266%2801%2900189-3&volume=25&pages=2127-2167&publication_year=2001&author=Berger%2CAN&author=Klapper%2CF&author=Udell%2CGF
https://doi.org/10.1016%2Fj.jbankfin.2011.06.004
http://scholar.google.com/scholar_lookup?&title=Cash%20holdings%20in%20private%20firms&journal=Journal%20of%20Banking%20%26%20Finance&doi=10.1016%2Fj.jbankfin.2011.06.004&volume=36&pages=26-35&publication_year=2012&author=Bigelli%2CM&author=Sanchez-Vidal%2CJ
https://doi.org/10.1111%2Fj.1467-9485.2008.00461.x
http://scholar.google.com/scholar_lookup?&title=Financial%20constraints%2C%20global%20engagement%2C%20and%20firm%20survival%20in%20the%20United%20Kingdom%3A%20evidence%20from%20micro%20data&journal=Scottish%20Journal%20of%20Political%20Economy&doi=10.1111%2Fj.1467-9485.2008.00461.x&volume=55&pages=444-464&publication_year=2008&author=Bridges%2CS&author=Guariglia%2CA
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1108850
https://doi.org/10.1016%2Fj.jfineco.2010.02.009
http://scholar.google.com/scholar_lookup?&title=The%20real%20effects%20of%20financial%20constraints%3A%20evidence%20from%20a%20financial%20crisis&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2010.02.009&volume=97&pages=470-487&publication_year=2010&author=Campello%2CM&author=Graham%2CJR&author=Harvey%2CRC
https://doi.org/10.1093%2Frfs%2Fhhp031
http://scholar.google.com/scholar_lookup?&title=Financial%20constraints%2C%20investment%2C%20and%20the%20value%20of%20cash%20holdings&journal=Review%20of%20Financial%20Studies&doi=10.1093%2Frfs%2Fhhp031&volume=23&pages=247-269&publication_year=2010&author=Denis%2CDJ&author=Sibilkov%2CV
http://ssrn.com/abstract=1569529

cash holdings. Journal of Financial Economics, 83, 599-634.

Article Google Scholar

Dittmar, A., Marth-Smith, J., & Servaes, H. (2003). International corporate
governance and corporate cash holdings. The Journal of Financial and
Quantitative Analysis, 38, 111-133.

Article Google Scholar

Duchin, R., Ozbas, O., & Sensoy, B. A. (2010). Costly external finance, corporate
investment, and the subprime mortgage credit crisis. Journal of Financial
Economics, 97, 418-435.

Article Google Scholar

Faulkender, M. (2002). Cash holdings among small businesses. Working Paper,

Washington University in St. Louis.

Faulkender, M., & Wang, R. (2006). Corporate financial policy and the value of
cash. The Journal of Finance, 4, 1957-1990.

Article Google Scholar

Fazzari, S. M., & Petersen, B. C. (1993). Working capital and fixed investment:

new evidence on financing constraints. RAND Journal of Economics, 24, 328-342.

Article Google Scholar

Fazzari, S. M., Hubbard, R. G., Petersen, B. C., Blinder, A. S., & Poterba, J. M.
(1988). Financing constraints and corporate investment. Brookings Papers on
Economic Activity, 1988, 141-206.

Article Google Scholar



https://doi.org/10.1016%2Fj.jfineco.2005.12.006
http://scholar.google.com/scholar_lookup?&title=Corporate%20governance%20and%20the%20value%20of%20cash%20holdings&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2005.12.006&volume=83&pages=599-634&publication_year=2007&author=Dittmar%2CA&author=Marth-Smith%2CJ
https://doi.org/10.2307%2F4126766
http://scholar.google.com/scholar_lookup?&title=International%20corporate%20governance%20and%20corporate%20cash%20holdings&journal=The%20Journal%20of%20Financial%20and%20Quantitative%20Analysis&doi=10.2307%2F4126766&volume=38&pages=111-133&publication_year=2003&author=Dittmar%2CA&author=Marth-Smith%2CJ&author=Servaes%2CH
https://doi.org/10.1016%2Fj.jfineco.2009.12.008
http://scholar.google.com/scholar_lookup?&title=Costly%20external%20finance%2C%20corporate%20investment%2C%20and%20the%20subprime%20mortgage%20credit%20crisis&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2009.12.008&volume=97&pages=418-435&publication_year=2010&author=Duchin%2CR&author=Ozbas%2CO&author=Sensoy%2CBA
https://doi.org/10.1111%2Fj.1540-6261.2006.00894.x
http://scholar.google.com/scholar_lookup?&title=Corporate%20financial%20policy%20and%20the%20value%20of%20cash&journal=The%20Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2006.00894.x&volume=4&pages=1957-1990&publication_year=2006&author=Faulkender%2CM&author=Wang%2CR
https://doi.org/10.2307%2F2555961
http://scholar.google.com/scholar_lookup?&title=Working%20capital%20and%20fixed%20investment%3A%20new%20evidence%20on%20financing%20constraints&journal=RAND%20Journal%20of%20Economics&doi=10.2307%2F2555961&volume=24&pages=328-342&publication_year=1993&author=Fazzari%2CSM&author=Petersen%2CBC
https://doi.org/10.2307%2F2534426
http://scholar.google.com/scholar_lookup?&title=Financing%20constraints%20and%20corporate%20investment&journal=Brookings%20Papers%20on%20Economic%20Activity&doi=10.2307%2F2534426&volume=1988&pages=141-206&publication_year=1988&author=Fazzari%2CSM&author=Hubbard%2CRG&author=Petersen%2CBC&author=Blinder%2CAS&author=Poterba%2CJM

Ferreira, M. A., & Vilela, A. (2004). Why do firms hold cash? Evidence from EMU

countries. European Financial Management, 10, 295-319.

Article Google Scholar

Gamba, A., & Triantis, A. (2008). The value of financial flexibility. The Journal of
Finance, 63, 2263-2296.

Article Google Scholar

Gao, H., Harford, J., & Li, K. (2013). Determinants of corporate cash policy:

Insights from private firms. Journal of Financial Economics, 109, 623-639.

Article Google Scholar

Garcia-Teruel, P. J., & Martinez-Solano, P. (2008). On the determinants of SME
cash holdings: evidence from Spain. Journal of Business Finance & Accounting,
35, 127-149.

Article Google Scholar

Guney, Y., Ozkan, A., Ozkan, N. (2003). Additional international evidence on
corporate cash holding. Working Paper (SSRN Electronic Library).

Han, S., & Qiu, J. (2007). Corporate precautionary cash holdings. Journal of
Corporate Finance, 13, 43-57.

Article Google Scholar

Harford, J., Mansi, S. A., & Maxwel, W. F. (2008). Corporate governance and firm
cash holdings in the US. Journal of Financial Economics, 87, 535-555.

Article Google Scholar

Hill, M. D., Kelly, G. W., & Highfield, M. J. (2010). Net operating working capital


https://doi.org/10.1111%2Fj.1354-7798.2004.00251.x
http://scholar.google.com/scholar_lookup?&title=Why%20do%20firms%20hold%20cash%3F%20Evidence%20from%20EMU%20countries&journal=European%20Financial%20Management&doi=10.1111%2Fj.1354-7798.2004.00251.x&volume=10&pages=295-319&publication_year=2004&author=Ferreira%2CMA&author=Vilela%2CA
https://doi.org/10.1111%2Fj.1540-6261.2008.01397.x
http://scholar.google.com/scholar_lookup?&title=The%20value%20of%20financial%20flexibility&journal=The%20Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2008.01397.x&volume=63&pages=2263-2296&publication_year=2008&author=Gamba%2CA&author=Triantis%2CA
https://doi.org/10.1016%2Fj.jfineco.2013.04.008
http://scholar.google.com/scholar_lookup?&title=Determinants%20of%20corporate%20cash%20policy%3A%20Insights%20from%20private%20firms&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2013.04.008&volume=109&pages=623-639&publication_year=2013&author=Gao%2CH&author=Harford%2CJ&author=Li%2CK
https://doi.org/10.1111%2Fj.1468-5957.2007.02022.x
http://scholar.google.com/scholar_lookup?&title=On%20the%20determinants%20of%20SME%20cash%20holdings%3A%20evidence%20from%20Spain&journal=Journal%20of%20Business%20Finance%20%26%20Accounting&doi=10.1111%2Fj.1468-5957.2007.02022.x&volume=35&pages=127-149&publication_year=2008&author=Garc%C3%ADa-Teruel%2CPJ&author=Mart%C3%ADnez-Solano%2CP
https://doi.org/10.1016%2Fj.jcorpfin.2006.05.002
http://scholar.google.com/scholar_lookup?&title=Corporate%20precautionary%20cash%20holdings&journal=Journal%20of%20Corporate%20Finance&doi=10.1016%2Fj.jcorpfin.2006.05.002&volume=13&pages=43-57&publication_year=2007&author=Han%2CS&author=Qiu%2CJ
https://doi.org/10.1016%2Fj.jfineco.2007.04.002
http://scholar.google.com/scholar_lookup?&title=Corporate%20governance%20and%20firm%20cash%20holdings%20in%20the%20US&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2007.04.002&volume=87&pages=535-555&publication_year=2008&author=Harford%2CJ&author=Mansi%2CSA&author=Maxwel%2CWF

behavior: a first look. Financial Management, 39, 783-805.

Article Google Scholar

Hovakimian, G., & Titman, S. (2006). Corporate investment with financial
constraints: sensitivity of investment to funds from voluntary asset sales. Journal
of Money, Credit & Banking, 38, 357-374.

Article Google Scholar

Jensen, M. (1986). Agency costs of free cash flow, corporate finance, and

takeovers. American Economic Review, 76, 323-329.

Google Scholar

Jiang, Z., & Lie, E. (2016). Cash holdings adjustments and managerial

entrenchment. Journal of Corporate Finance, 36, 190-205.

Article Google Scholar

Jordan, J., Lowe, ]., & Taylor, P. (1998). Strategy and financial policy in UK small

firms. Journal of Business Finance & Accounting, 25, 1-27.

Article Google Scholar

Kahle, K. M., & Stulz, R. M. (2013). Access to capital, investment, and the

financial crisis. Journal of Financial Economics, 110, 280-299.

Article Google Scholar

Kim, C. S., Mauer, D. C., & Sherman, A. E. (1998). The determinants of corporate
liquidity: theory and evidence. Journal of Financial and Quantitative Analysis, 33,
305-334.

Article Google Scholar



https://doi.org/10.1111%2Fj.1755-053X.2010.01092.x
http://scholar.google.com/scholar_lookup?&title=Net%20operating%20working%20capital%20behavior%3A%20a%20first%20look&journal=Financial%20Management&doi=10.1111%2Fj.1755-053X.2010.01092.x&volume=39&pages=783-805&publication_year=2010&author=Hill%2CMD&author=Kelly%2CGW&author=Highfield%2CMJ
https://doi.org/10.1353%2Fmcb.2006.0034
http://scholar.google.com/scholar_lookup?&title=Corporate%20investment%20with%20financial%20constraints%3A%20sensitivity%20of%20investment%20to%20funds%20from%20voluntary%20asset%20sales&journal=Journal%20of%20Money%2C%20Credit%20%26%20Banking&doi=10.1353%2Fmcb.2006.0034&volume=38&pages=357-374&publication_year=2006&author=Hovakimian%2CG&author=Titman%2CS
http://scholar.google.com/scholar_lookup?&title=Agency%20costs%20of%20free%20cash%20flow%2C%20corporate%20finance%2C%20and%20takeovers&journal=American%20Economic%20Review&volume=76&pages=323-329&publication_year=1986&author=Jensen%2CM
https://doi.org/10.1016%2Fj.jcorpfin.2015.12.008
http://scholar.google.com/scholar_lookup?&title=Cash%20holdings%20adjustments%20and%20managerial%20entrenchment&journal=Journal%20of%20Corporate%20Finance&doi=10.1016%2Fj.jcorpfin.2015.12.008&volume=36&pages=190-205&publication_year=2016&author=Jiang%2CZ&author=Lie%2CE
https://doi.org/10.1111%2F1468-5957.00176
http://scholar.google.com/scholar_lookup?&title=Strategy%20and%20financial%20policy%20in%20UK%20small%20firms&journal=Journal%20of%20Business%20Finance%20%26%20Accounting&doi=10.1111%2F1468-5957.00176&volume=25&pages=1-27&publication_year=1998&author=Jordan%2CJ&author=Lowe%2CJ&author=Taylor%2CP
https://doi.org/10.1016%2Fj.jfineco.2013.02.014
http://scholar.google.com/scholar_lookup?&title=Access%20to%20capital%2C%20investment%2C%20and%20the%20financial%20crisis&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2013.02.014&volume=110&pages=280-299&publication_year=2013&author=Kahle%2CKM&author=Stulz%2CRM
https://doi.org/10.2307%2F2331099
http://scholar.google.com/scholar_lookup?&title=The%20determinants%20of%20corporate%20liquidity%3A%20theory%20and%20evidence&journal=Journal%20of%20Financial%20and%20Quantitative%20Analysis&doi=10.2307%2F2331099&volume=33&pages=305-334&publication_year=1998&author=Kim%2CCS&author=Mauer%2CDC&author=Sherman%2CAE

Lockhart, G. B. (2014). Credit lines and leverage adjustments. Journal of
Corporate Finance, 25, 274-288.

Article Google Scholar

Mantecon, T. (2008). An analysis of the implications of uncertainty and agency
problems on the wealth effects to acquirers of private firms. Journal of Banking &
Finance, 32, 892-905.

Article Google Scholar

Mikkelson, W. H., & Partch, M. M. (2003). Do persistent cash reserves hinder

performance? Journal of Financial and Quantitative Analysis, 38, 275-294.

Article Google Scholar

Miller, M. H., & Orr, D. (1966). A model of the demand for money by firms. The
Quarterly Journal of Economics, 80, 413-435.

Article Google Scholar

Mulligan, C. B. (1997). Scale economies, the value of time, and the demand for
money: longitudinal evidence for firms. Journal of Political Economy, 105, 1061-
1079.

Article Google Scholar

Myers, S. C. (1984). The capital structure puzzle. The Journal of Finance, 39, 575-
592.

Article Google Scholar

Myers, S., & Majluf, N. (1984). Corporate financing and investment decisions
when firms have information that investors do not have. Journal of Financial
Economics, 13, 187-221.


https://doi.org/10.1016%2Fj.jcorpfin.2013.12.011
http://scholar.google.com/scholar_lookup?&title=Credit%20lines%20and%20leverage%20adjustments&journal=Journal%20of%20Corporate%20Finance&doi=10.1016%2Fj.jcorpfin.2013.12.011&volume=25&pages=274-288&publication_year=2014&author=Lockhart%2CGB
https://doi.org/10.1016%2Fj.jbankfin.2007.07.001
http://scholar.google.com/scholar_lookup?&title=An%20analysis%20of%20the%20implications%20of%20uncertainty%20and%20agency%20problems%20on%20the%20wealth%20effects%20to%20acquirers%20of%20private%20firms&journal=Journal%20of%20Banking%20%26%20Finance&doi=10.1016%2Fj.jbankfin.2007.07.001&volume=32&pages=892-905&publication_year=2008&author=Mantecon%2CT
https://doi.org/10.2307%2F4126751
http://scholar.google.com/scholar_lookup?&title=Do%20persistent%20cash%20reserves%20hinder%20performance%3F&journal=Journal%20of%20Financial%20and%20Quantitative%20Analysis&doi=10.2307%2F4126751&volume=38&pages=275-294&publication_year=2003&author=Mikkelson%2CWH&author=Partch%2CMM
https://doi.org/10.2307%2F1880728
http://scholar.google.com/scholar_lookup?&title=A%20model%20of%20the%20demand%20for%20money%20by%20firms&journal=The%20Quarterly%20Journal%20of%20Economics&doi=10.2307%2F1880728&volume=80&pages=413-435&publication_year=1966&author=Miller%2CMH&author=Orr%2CD
https://doi.org/10.1086%2F262105
http://scholar.google.com/scholar_lookup?&title=Scale%20economies%2C%20the%20value%20of%20time%2C%20and%20the%20demand%20for%20money%3A%20longitudinal%20evidence%20for%20firms&journal=Journal%20of%20Political%20Economy&doi=10.1086%2F262105&volume=105&pages=1061-1079&publication_year=1997&author=Mulligan%2CCB
https://doi.org/10.2307%2F2327916
http://scholar.google.com/scholar_lookup?&title=The%20capital%20structure%20puzzle&journal=The%20Journal%20of%20Finance&doi=10.2307%2F2327916&volume=39&pages=575-592&publication_year=1984&author=Myers%2CSC
https://doi.org/10.1016%2F0304-405X%2884%2990023-0
http://scholar.google.com/scholar_lookup?&title=Corporate%20financing%20and%20investment%20decisions%20when%20firms%20have%20information%20that%20investors%20do%20not%20have&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2F0304-405X%2884%2990023-0&volume=13&pages=187-221&publication_year=1984&author=Myers%2CS&author=Majluf%2CN

Articieé Soogie scnoiar

Niskanen, ]J., & Niskanen, M. (2006). The determinants of corporate trade credit
policies in a Bank-dominated financial environment: the case of Finnish small

firms. European Financial Management, 12, 81-102.

Article Google Scholar

Niskanen, M., Niskanen, J., & Laukkanen, V. (2010). The debt agency costs of
family ownership in small and micro firms. International Journal of

Entrepreneurship and Small Business, 11, 353-366.

Article Google Scholar

Opler, T., Pinkowitz, L., Stulz, R., & Williamson, R. (1999). The determinants and

implications of corporate cash holdings. Journal of Financial Economics, 52, 3-46.

Article Google Scholar

Orens, R., & Reheul, A. (2013). Do CEO demographics explain cash holdings in
SMEs? European Management Journal, 31, 549-563.

Article Google Scholar

Ozkan, A., & Ozkan, N. (2004). Corporate cash holdings: an empirical
investigation of UK companies. Journal of Banking & Finance, 28, 2103-2134.

Article Google Scholar

Riddick, L. A., & Whited, T. M. (2009). The corporate propensity to save. The
Journal of Finance, 64, 1729-1766.

Article Google Scholar

Santos, J. A. (2011). Bank corporate loan pricing following the subprime crisis.


https://doi.org/10.1016%2F0304-405X%2884%2990023-0
http://scholar.google.com/scholar_lookup?&title=Corporate%20financing%20and%20investment%20decisions%20when%20firms%20have%20information%20that%20investors%20do%20not%20have&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2F0304-405X%2884%2990023-0&volume=13&pages=187-221&publication_year=1984&author=Myers%2CS&author=Majluf%2CN
https://doi.org/10.1111%2Fj.1354-7798.2006.00311.x
http://scholar.google.com/scholar_lookup?&title=The%20determinants%20of%20corporate%20trade%20credit%20policies%20in%20a%20Bank-dominated%20financial%20environment%3A%20the%20case%20of%20Finnish%20small%20firms&journal=European%20Financial%20Management&doi=10.1111%2Fj.1354-7798.2006.00311.x&volume=12&pages=81-102&publication_year=2006&author=Niskanen%2CJ&author=Niskanen%2CM
https://doi.org/10.1504%2FIJESB.2010.035823
http://scholar.google.com/scholar_lookup?&title=The%20debt%20agency%20costs%20of%20family%20ownership%20in%20small%20and%20micro%20firms&journal=International%20Journal%20of%20Entrepreneurship%20and%20Small%20Business&doi=10.1504%2FIJESB.2010.035823&volume=11&pages=353-366&publication_year=2010&author=Niskanen%2CM&author=Niskanen%2CJ&author=Laukkanen%2CV
https://doi.org/10.1016%2FS0304-405X%2899%2900003-3
http://scholar.google.com/scholar_lookup?&title=The%20determinants%20and%20implications%20of%20corporate%20cash%20holdings&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2899%2900003-3&volume=52&pages=3-46&publication_year=1999&author=Opler%2CT&author=Pinkowitz%2CL&author=Stulz%2CR&author=Williamson%2CR
https://doi.org/10.1016%2Fj.emj.2013.01.003
http://scholar.google.com/scholar_lookup?&title=Do%20CEO%20demographics%20explain%20cash%20holdings%20in%20SMEs%3F&journal=European%20Management%20Journal&doi=10.1016%2Fj.emj.2013.01.003&volume=31&pages=549-563&publication_year=2013&author=Orens%2CR&author=Reheul%2CA
https://doi.org/10.1016%2Fj.jbankfin.2003.08.003
http://scholar.google.com/scholar_lookup?&title=Corporate%20cash%20holdings%3A%20an%20empirical%20investigation%20of%20UK%20companies&journal=Journal%20of%20Banking%20%26%20Finance&doi=10.1016%2Fj.jbankfin.2003.08.003&volume=28&pages=2103-2134&publication_year=2004&author=Ozkan%2CA&author=Ozkan%2CN
https://doi.org/10.1111%2Fj.1540-6261.2009.01478.x
http://scholar.google.com/scholar_lookup?&title=The%20corporate%20propensity%20to%20save&journal=The%20Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2009.01478.x&volume=64&pages=1729-1766&publication_year=2009&author=Riddick%2CLA&author=Whited%2CTM

Review of Financial Studies, 24, 1917-1943.

Article Google Scholar

Scherr, E. C., & Hulburt, H. M. (2001). The debt maturity structure of small firms.
Financial Management, 30, 85-111.

Article Google Scholar

Steijvers, T., & Niskanen, M. (2013). The determinants of cash Holdings in Private
Family Firms. Accounting and Finance, 53, 537-560.

Article Google Scholar

Stiglitz, J. E., & Weiss, A. (1981). Credit rationing in markets with imperfect

information. The American Economic Review, 71, 393-410.

Google Scholar

Venkiteshwaran, V. (2011). Partial adjustment toward optimal cash holding levels.

Review of Financial Economics, 20, 113-121.

Article Google Scholar

Vermoesen, V., Deloof, M., & Laveren, E. (2013). Long-term debt maturity and
financing constraints of SMEs during the global financial crisis. Small Business
Economics, 41, 433-448.

Article Google Scholar

Watson, R., & Wilson, N. (2002). Small and medium size Enterprise financing: a
note on some of the empirical implications of a pecking order. Journal of Business
Finance & Accounting, 29, 557-578.

Article Google Scholar



https://doi.org/10.1093%2Frfs%2Fhhq115
http://scholar.google.com/scholar_lookup?&title=Bank%20corporate%20loan%20pricing%20following%20the%20subprime%20crisis&journal=Review%20of%20Financial%20Studies&doi=10.1093%2Frfs%2Fhhq115&volume=24&pages=1917-1943&publication_year=2011&author=Santos%2CJA
https://doi.org/10.2307%2F3666392
http://scholar.google.com/scholar_lookup?&title=The%20debt%20maturity%20structure%20of%20small%20firms&journal=Financial%20Management&doi=10.2307%2F3666392&volume=30&pages=85-111&publication_year=2001&author=Scherr%2CFC&author=Hulburt%2CHM
https://doi.org/10.1111%2Fj.1467-629X.2012.00467.x
http://scholar.google.com/scholar_lookup?&title=The%20determinants%20of%20cash%20Holdings%20in%20Private%20Family%20Firms&journal=Accounting%20and%20Finance&doi=10.1111%2Fj.1467-629X.2012.00467.x&volume=53&pages=537-560&publication_year=2013&author=Steijvers%2CT&author=Niskanen%2CM
http://scholar.google.com/scholar_lookup?&title=Credit%20rationing%20in%20markets%20with%20imperfect%20information&journal=The%20American%20Economic%20Review&volume=71&pages=393-410&publication_year=1981&author=Stiglitz%2CJE&author=Weiss%2CA
https://doi.org/10.1016%2Fj.rfe.2011.06.002
http://scholar.google.com/scholar_lookup?&title=Partial%20adjustment%20toward%20optimal%20cash%20holding%20levels&journal=Review%20of%20Financial%20Economics&doi=10.1016%2Fj.rfe.2011.06.002&volume=20&pages=113-121&publication_year=2011&author=Venkiteshwaran%2CV
https://link.springer.com/doi/10.1007/s11187-012-9435-y
http://scholar.google.com/scholar_lookup?&title=Long-term%20debt%20maturity%20and%20financing%20constraints%20of%20SMEs%20during%20the%20global%20financial%20crisis&journal=Small%20Business%20Economics&doi=10.1007%2Fs11187-012-9435-y&volume=41&pages=433-448&publication_year=2013&author=Vermoesen%2CV&author=Deloof%2CM&author=Laveren%2CE
https://doi.org/10.1111%2F1468-5957.00443
http://scholar.google.com/scholar_lookup?&title=Small%20and%20medium%20size%20Enterprise%20financing%3A%20a%20note%20on%20some%20of%20the%20empirical%20implications%20of%20a%20pecking%20order&journal=Journal%20of%20Business%20Finance%20%26%20Accounting&doi=10.1111%2F1468-5957.00443&volume=29&pages=557-578&publication_year=2002&author=Watson%2CR&author=Wilson%2CN

Whited, T. M. (1992). Debt, liquidity constraints, and corporate investment:
evidence from panel data. Journal of Finance, 47, 1425-1460.

Article Google Scholar

Funding

This research is part of project ECO2013-47486-P financed by the Research
Agency of the Spanish government. We also acknowledge financial support from

“Fundacién CajaMurcia”.

Author information

Authors and Affiliations

Department of Finance and Accounting, Faculty of Economics and
Business, University of Alicante, San Vicente del Raspeig, 03690, Alicante,
Spain

Cristina Martinez-Sola

Department of Management and Finance, Faculty of Economics and
Business, University of Murcia, 30100, Murcia, Spain

Pedro J. Garcia-Teruel & Pedro Martinez-Solano

Corresponding author

Correspondence to Pedro J. Garcia-Teruel.

Rights and permissions

Reprints and permissions

About this article


https://doi.org/10.1111%2Fj.1540-6261.1992.tb04664.x
http://scholar.google.com/scholar_lookup?&title=Debt%2C%20liquidity%20constraints%2C%20and%20corporate%20investment%3A%20evidence%20from%20panel%20data&journal=Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.1992.tb04664.x&volume=47&pages=1425-1460&publication_year=1992&author=Whited%2CTM
mailto:pjteruel@um.es
https://s100.copyright.com/AppDispatchServlet?title=Cash%20holdings%20in%20SMEs%3A%20speed%20of%20adjustment%2C%20growth%20and%20financing&author=Cristina%20Mart%C3%ADnez-Sola%20et%20al&contentID=10.1007%2Fs11187-018-9990-y&copyright=Springer%20Science%2BBusiness%20Media%2C%20LLC%2C%20part%20of%20Springer%20Nature&publication=0921-898X&publicationDate=2018-02-12&publisherName=SpringerNature&orderBeanReset=true

Cite this article

Martinez-Sola, C., Garcia-Teruel, P.J. & Martinez-Solano, P. Cash holdings in SMEs: speed of adjustment,
growth and financing. Small Bus Econ 51, 823—842 (2018). https://doi.org/10.1007/s11187-018-9990-y

Accepted Published Version of record
18 January 2018 12 February 2018 12 February 2018
Issue date

December 2018

DOI

https://doi.org/10.1007/s11187-018-9990-y

Keywords

Cash holdings Speed of adjustment SMEs

JEL classification

30 G31

Profiles

1. Pedro Martinez-Solano

& View author profile

Search

Search by keyword or author

Navigation

Find a journal


https://link.springer.com/search?query=Cash%20holdings&facet-discipline=%22Business%20and%20Management%22
https://link.springer.com/search?query=Speed%20of%20adjustment&facet-discipline=%22Business%20and%20Management%22
https://link.springer.com/search?query=SMEs&facet-discipline=%22Business%20and%20Management%22
https://link.springer.com/search?query=G30&facet-discipline=%22Business%20and%20Management%22
https://link.springer.com/search?query=G31&facet-discipline=%22Business%20and%20Management%22
https://link.springer.com/researchers/80538602SN
https://link.springer.com/journals/

Publish with us

Track your research


https://www.springernature.com/gp/authors
https://link.springernature.com/home/

