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CHAPTER ONE 
1.0	Introduction to the Study
Cash management reflects a financial institution’s ability to fund assets and meet financial  obligations.  Cash  management  is  essential  in  all  banks  to  meet  customer withdrawals, compensate for balance sheet fluctuations, and provide funds for growth. Funds management involves estimating management requirements and meeting those needs in a cost-effective way. Effective funds management requires financial institutions to estimate and plan for cash management demands over various periods and to consider how funding requirements may evolve under various scenarios, including adverse conditions.
Banks  must  maintain  sufficient  levels  of  cash,  liquid  assets,  and  prospective borrowing lines to meet expected and contingent management demands. Management risk reflects the possibility an institution will be unable to obtain funds, such as customer deposits or borrowed funds, at a reasonable price or within a necessary period to meet its financial obligations.  Failure  to  adequately  manage  cash  management  risk  can  quickly  result  in negative consequences for an institution despite strong capital and profitability levels. Management must maintain sound policies and procedures to effectively measure, monitor, and control management risks.
In business, economics or investment, market  management is  a  market's  ability  to purchase or sell an asset without causing drastic change in the asset's price. Equivalently, an asset's market management (or simply "an asset's management") describes the asset's ability to sell quickly without having to reduce its price to a significant degree. Cash management is about how big the trade-off is between the speed of the sale and the price it can be sold for. In a liquid market, the trade-off is mild: selling quickly will not reduce the price much. In a relatively illiquid market, selling it quickly will require cutting its price by some amount. Money,  or cash,  is  the  most  liquid  asset,  because  it  can  be  "sold"  for  goods  and services instantly with no loss of value. There is no wait for a suitable buyer of the cash.
There is no trade-off between speed and value. It can be used immediately to perform economic actions like buying, selling, or paying debt, meeting immediate wants and needs. If an  asset  is  moderately  (or  very)  liquid,  it  has  moderate  (or  high)  management.  In  an alternative definition, management can mean the amount of cash and cash equivalents. If a business has moderate cash management, it has a moderate amount of very liquid assets. If a business has sufficient management, it has a sufficient amount of very liquid assets and the ability to meet its payment obligations.
An act of exchanging a less liquid asset for a more liquid asset is called liquidation. Often liquidation is trading the less liquid asset for cash, also known as selling it. An asset's management can change. For the same asset, its management can change through time or between different markets, such as in different countries. The change in the asset's management is just based on the market management for the asset at the particular time or in the particular country, etc. The management of a product can be measured as how often it is bought and sold.


1.1     Statement of the Problem
Cash Management has a significant positive effect on financial performance. Bank companies under going to achieve their goals have to consider to the cash management. Management is the ability of the business to meet its cash obligations within a specific period. For instant management is best measured with cash flow statements or budgets.
Cash management plays a significant role in determining success or failure of firm in business performance due to its effect on firm’s financial profitability. In Nigeria, the commercial banks are faced challenges of financial performance. This is seen in the fact that the  firms  have  problems  with  financial  performance  they  may  defer  their  payments  to creditors which is a harmful for companies and can result in several consequences such as worse credit terms in the future. This in the long run adversely affects profitability. When working capital is the money needed to finance the daily revenue generating activities of the firm. So, if this continues will cause the a number of problems to not only the firm who depend so much on this  cash management, but also the various stakeholders in the banking industry. It was evident that research in the area of cash management has not been done in a more comprehensive approach. The study research gap is demonstrated by the scarcity of empirical  studies  on  determinants  of  cash  management.  Banks  to  remain  competitive emphasis should be made on cash management and profitability with regards to how their ability to manage financial performance and should be provided to the organizational achievement. This study will focus on the impact cash management on financial performance of deposit money banks in Nigeria.
1.2     Research Questions
The essence that the respective bank should manage their balance sheet in such a way as to operate within that maximum range and still remain liquid. The basic questions this research attempt to answer includes;
i. To what extent does excess cash management affects the profitability of Nigerian banks?
ii. To what  extent  does  shortages  in  cash  management  have  significant  effect  on profitability of the Nigerian banks?
iii. How do loans and advances affect the profitability of Nigerian banks?
1.3     Objectives of the Study
The broad objective of this study is to examine the impact of cash management on the performance of deposit money in Nigeria. However, the following are the sub-objectives;
i. To find out the effects of account receivable on financial performance of commercial banks in Nigeria.
ii. To establish the effects of account payable on financial performance of deposit money banks in Nigeria.
iii. To determine the effects of cash management on financial performance of deposit money banks in Nigeria.
1.4     Statement of Hypotheses
On  the  basis  of  the  above  views,  the  researcher  hereby  proposes  the  following hypotheses:
Hypothesis One
H0:  Excess cash management does not have a significant impact on the	profitability of Nigeria banks.
H1:    Excess cash management have a significant impact on the profitability of Nigeria banks.
Hypothesis Two
H0:     Shortage in cash management does not have a significant impact on the profitability of Nigerian banks.
H1:  Shortage in cash management has a significance impact on the profitability of Nigeria banks.
Hypothesis Three
H0:     Loans and advances do not have significant impact on the profitability of Nigerian banks.
H1:   Loans and advances have significant impact on the profitability of Nigerian	banks.
1.5     Significance of the Study
The  study  justification  arises  given  the  unsavory  experience  of  the  deregulated banking era in Nigeria and the present global economic meltdown. Apart from this management has always been a source of concern with some Nigeria banks. The importance of management has even acquired a new dimension in the advanced countries of the world in recent years. This is basically because of responses to structural changes and funds management techniques in these countries. The development of new technical innovations that do not necessarily fit into the world of the age long management tests.
The key role played in any banking set-up further epitomizes it importance. Right from time management has been associated with allocation of assets. According to their capacity to generate the cash necessary to satisfy creditors and depositor calls on the bank liabilities.   However,   with   the   emergence   of   active   liability   management   strategies management has been more than a function, particularly in some instance of the of the banks capacity to acquire additional funds in the market place.
1.6     Scope and Limitations of the study
Time constraints: were one of the limitations encountered in the case of the study. This is because, this study was carried out during an academic session, the researcher did not have enough time to properly concentrating on this particular study.
Finance: was yet another problem that put a check on the extent of investigation. There was the problem of inadequate information and unavailable material or information for the study.
1.7     Definition of Terms
Management: Is the ability to meet cash and collateral obligations without incurring substantial losses.
Financial System: Is the system that enables lenders and borrowers to exchange funds. 
Profitability Ratio: This compares income statement accounts  and  categories  to  show  a company's ability to generate profits from its operations.
Management Assts Theory: This theory argues that banks should hold large sum of liquid assets to avert sudden payment request that might be received.
Call  Money: They  are  banks  excess  reserves  on  daily  or  short-term  basis  with  the correspondent banks.
Short-Term Government Securities: These are gifted securities with short-term maturity which are being bought and sold in active market.
Marginal Loans: This is a loan made by a brokerage house to a client that allows the customer to buy stocks on credit
Management Ratio: This is a class of financial metrics that is used to determine a company ability to pay off its short term debts obligation.
Management Portfolio: Is the ability for the bank to have sufficient capital in it account or cash deposited by individuals and portfolio.
1.8      Plan of the Study
The research works divided into five chapter for easy presentation of the fact and figure gathered.
Chapter one contains the introduction, statement of the problem, research questions, objectives of the study, research hypothesis, significance of the study, scope of the study, definition of the key term and organizational plan of the study.
Chapter two deals with literature review, conceptual review, theoretical framework and empirical review.
Chapter three consist of research methodology, research design, population of the study, sample size and sampling techniques, methods of data collection, methods of data analysis and limitations to methodology.
Chapter four discusses the data presentation, data analysis and interpretation.
Chapter five throws light on the summary of findings, conclusions, recommendations and references.


CHAPTER TWO
2.0	Literature Review
Cash generally can be said to be liquid money in form of coins, notes and other related means of instant exchange. It is money which is immediately available. Cash also refers to money which an organization or firm can disburse immediately without restriction. Cash is absolutely essential to business growth and sustainability, without cash, operations will grind to a halt. Cash has also been described as the basic input necessary to start and keep a business running, the ultimate output expected to be realized by selling the services or products manufactured or bought by the firm. In this chapter, we would review the different existing literature of different scholars concerning cash, cash management and profitability in conceptual, empirical and theoretical.
	2.1	Conceptual Review
According to Davidson et al. (1999), cash is any medium of exchange, which is immediately negotiable. It must be free of restriction for any business purpose. Cash has to meet the prime requirements of general acceptability and availability for instant use in purchasing and payment of debt. Acceptability to a bank for deposit is a common test applied to cash items. This is a process of Planning, controlling, and accounting for cash transactions and cash balances. It is channeling available cash into expenditures that enhance productivity, directly or indirectly.
In addition, Cash is ready money in the bank or in the business. It is not inventory, it is not accounts receivable (what you are owed), and it is not property. These might be converted to cash at some point in time, but it takes cash on hand or in the bank to pay suppliers, to pay the rent, and to meet the payroll. Profit growth does not necessarily mean more cash. (Davidson et al, 1999), Cash is the important current asset for the operations of the business. Cash is the basic input needed to keep the business running on a continuous basis, it is also the ultimate output expected to be realized by selling the service or product manufactured or bought by the firm. The firm should keep sufficient cash, neither more nor less. Thus, a major function of the financial manager is to maintain a Sound cash position (Pandey, 2007). Cash is the money which a firm can disburse immediately without any restriction. The term cash includes coins, currency and cheques held by the firm, and balances in its bank accounts.
2.1.2: Concept of Cash Management
Management can be defined as the control and organization of something. Cash management refers to the management of an entity’s cash to ensure sufficient cash to sustain the entity’s daily operations, finance continued growth and provide for unexpected payments (Bartlett et al. 2014:850). Cash Management is the management of the cash balances of a concern in such a manner as to maximize the availability of cash not invested in fixed assets or inventories and to avoid the risk of insolvency.
According to Pandey (2004), cash management is defined as a practice of the ability of controlling the cash inflows and outflows in a business. It also entails the ability to establish the cash balances that are held in a business at all times. Uwuigbe, Uwalomwa and Egbide (2011) indicated that cash management entails taking the needed precautionary measures to  ensure  that  adequate  cash  levels are maintained in the business so that the  operational requirements  could  be  met. According to Aliet (2012), cash management is the  management of  cash  to maximize the cash held in the business that is not invested in buying inventory or fixed assets. It is essentially the management of liquidity to avoid the risk of the business becoming insolvent. The author added that cash management is a rather broad term that refers to the collection, management of cash as well as the payment of cash from the business.
From these definitions, it is evident that cash management is the ability of controlling the cash in the business by reducing the cash outflows and maximizing the cash inflows. Consequently, the business will have sufficient cash available to meet operational requirements and avoid the  risk of becoming liquidated. Cash management is the ability to identify and implement precautionary measures to ensure that sufficient cash balances are maintained in the business.
Waltson and Head (2007) explained Cash management as the concept which is concerned with optimizing the amount of cash available, maximizing the interest earned by spare funds not required immediately and reducing losses caused by delays in the transmission of funds. According to Zimmerer et al (2008) cash management is the process of forecasting, collecting, disbursing, investing, and planning for cash that a company needs to operate smoothly. They further added that cash management is a vital task because it is the most important yet least productive asset that a small business owns. A business must have enough cash to meet its obligations or it will be declared bankrupt.
2.1.3	Meaning of Cash Management
Cash management refers to a broad area of finance involving the collection, handling, and usage of cash. It involves assessing market liquidity, cash flow, and investments. In banking, cash management, or treasury management, is a marketing term for certain services related to cash flow offered primarily to larger business customers. It may be used to describe all bank accounts (such as checking accounts) provided to businesses of a certain size, but it is more often used to describe specific services such as cash concentration, zero balance accounting, and clearing house facilities. Sometimes, private banking customers are given cash management services. Financial instruments involved in cash management include money market funds, treasury bills, and certificates of deposit.
	2.1.4: Importance of Holding Cash.
Bobitan and Mioc (2011) emphasized the importance of cash management practices by saying that cash management embodies all incomes and payments made within a certain period, highlighting potential inconsistencies which can appear for that period. All activities of any business are expressed in numbers because numbers are the language of business.. The ability  to  understand  the value of these numbers will ultimately indicate the ability to understand the business. Consequently, McMahon (2006:137) stated that "When you are out of cash, you are out of business".
According to Alfred (2007), as cited by Akinyomi(2014), the importance of managing cash in a business comprises of the following advantages:
1. Managing cash helps in achieving liquidity in a business and proper control;
2. It assists in the planning towards reducing cash expenses and increasing cash receipts to ensure the business is liquid;
3. Proper managed cash is vital as the future cash flow behaviour cannot be predicted, therefore, it’s essential to plan; and
4. Through proper controls of cash, procedure could be implemented to cater for innovations for cash receipts and cash payments in the business.
Bobitan and Mioc (2011: 302) emphasized the importance of cash management practices by saying that cash management embodies all incomes and payments made within a certain period, highlighting potential inconsistencies which can appear for that period. Good cash management is necessary because too much cash is costly, as one is paying interest on cash that is not needed.  Too little cash is also costly, because businesses are missing out on discounts or opportunities because of a lack of cash or silently liquidating the business by not promptly  replacing inventory due to shortage of cash (McMahon 2006).
Motives for holding cash
Cash Management is the management of the cash balances of a concern in such a manner as to maximize the availability of cash not invested in fixed assets or inventories and to avoid the risk of insolvency. According to Keynes there are three motives for holding cash: the transactions motive, the precautionary motive, and the speculative motive.
a: Transaction motive:
This requires the business to hold cash to conduct its activities in the ordinary course. The need to hold cash for this purpose rests on the fact that there is no perfect synchronization between cash receipts and payments. Recognized that the organization has to carryout daily transactions in order to protect its profitability position, cash is needed to pay labor, materials and utilities in order to ensure smooth operations (Kakuru 2001). Pandey (2002) asserted that corporate firms hold cash for transactional motive; these firms need cash to make payments like purchase, wages and other operating expenses like taxes and dividends. He explained that the need to hold cash would not rise if there was perfect synchronization between cash payments and cash receipts. He further noted   that the transactions motive mainly refers to holding cash to meet anticipated payments whose timing is not perfectly matched with cash receipts.
b: Precautionary motive:
This involves holding cash in business to meet unforeseeable future circumstances like failure of emergency work force problems, failure of electric system and such problems have negative implications on the organizations profitability. Therefore, the availability of cash resource mitigates their effects and keeps the organization profits in balance (mantilla et al 1999). According to Keynes, the precautionary-motive pays regard to a company’s need to provide for unsuspected expenses and unforeseen opportunities of advantageous purchases. The strength of the precautionary-motive is determined by the risk of a sudden contingency and the probability of a profitable acquisition. Thus, if a firm operates in a highly volatile sector of activity, its precautionary cash holding will be higher than that of firms which act in a less risky environment. According to the precautionary motive, the cash holdings of financially constrained firms should increase when cash flows are higher. In other words, financially constrained firms should have a positive cash flow sensitivity of cash.
c: speculative motive:
This involves holding cash for investment purposes. Speculators invest in near cash assets. The organization maintains cash balances in order to take advantage of any profitability venture that may unexpectedly crop up like a sudden fall in price of scholastic materials. Once, the organizations cash is stripped, it will not be able to take on such advantages and additional incomes and savings from such events will be lost ( Puxty and Dodds 1999).
Smith (2000), identified that cash management is concerned with management of both cash inflows and cash outflows and that inside the firm, the cash balance held by the firm at point of time by financing deficit or investing surplus cash. More so Nickson (2001) stated that cash management is very important in corporate firms. This is because it is through cash inflows in form of revenues that expenses incurred in financial period are settled. So these firms to meet such operating expenses like rent, electricity, salaries and wages should keep some cash at hand.
Cash management practices are the most crucial task for business managers. The business becomes insolvent when it fails to pay back the money owed time previously, which is the primary reason for bankruptcy among small businesses. The prospect of such an implication should force businesses to efficiently manage their cash with precaution. Proper cash management prevents bankruptcy thereby increasing profitability and sustainability of businesses (Mbroh 2012:40). Proper and efficient cash management is imperative to recently established and growing of small businesses.
2. 1.5 Cash Management Techniques
According to Pandey (2010), there is need for proper management of cash, since it is the most important current asset for the operation of business. The firm should keep sufficient cash, neither more or less. Cash shortage will disrupt the firms operations, while excessive cash will simply remain idle, without contributing anything towards the firm’s profitability. He suggested the following as facets of cash management:
a: Cash planning
Cash planning may be done daily, weekly or monthly. The period of frequency depends on the s	ize of the firm and its management. According to Pandey (2003), cash planning is a technique used to plan and control the use of cash. It involves preparation of forecasts of cash receipts and payments so as to give out an idea of the future financial requirements. Therefore the management of the business needs to determine the schedules of monthly disbursements and collection schedules of creditors. With efficient cash planning system, the financial needs of the business will be met, with reduced possibility of the cash balances which lowers the business profitability and cash deficits which can lead to business’s failure. He further notes that a cash budget is the most significant device used to plan for and control cash receipts and payments.
A cash budget is a summary statement of the firm projected time period. This information helps the financial manager to determine the future cash needs of the firm, plan for the financing of these needs and exercise control over cash and liquidity of the organization (Kakuru2003).
According to Aksoy (2005), no matter what type of business you own, it is critical to manage your cash flow properly. Without proper cash flow management techniques you could find yourself running short of cash just when you need it the most. That could leave you unable to pay suppliers, develop the marketing plan you need or even pay your employees. Fortunately there are a number of techniques companies can use to maximize cash flow management and keep the business running smoothly.
b: Cash collection
A manager can conserve cash and reduce its requirements for cash balances if it can speed up its cash collections. A number of methods are designed to speed up the collection process and they include the following;
· Reducing the period it takes for payment from customers.
· Reducing the collection float; According to Pandey (2003), the collection float is the total time it takes a cheque to reach the business, from the time it is put in the mail by the customer to when cash is actually available for use.
c: Managing surplus and deficit cash balance.
The purpose of managing cash balance is to avoid having idle cash reserves or having deficits that cannot be invested preferably in short term ventures like treasury bills and other forms of commercial paper (van holme 1995). Since investments are near cash, the liquidity of the organization is not comprised by the investment plan while profitability is also enhanced. The investment selected for this purpose should meet the following criteria.
· There should be safe in that search for profitability does not increase the risks of liquidity. The instruments should have a low default  risk so that interest and  principle repayment  will be realized (Kakuru 2001). Investments can easily  and  quickly  be  converted  into cash with minimum possibility of a loss.
· In case of deficits, arrangements for financing should be in advance to avoid hurried solutions which rob the business of the opportunity to strike a fair deal  and  hence  acquiring the resources at costs higher than those of the decisions that were taken in a relaxed atmosphere (Pandey 2003).
d. Cash outflows management
Generally different scholars argue that cash disbursements should be delayed as much as possible without hurting corporate image of the organization or defaulting on the obligations of the organization. The principle is that cash should be paid only at moment when delay is no longer necessary and possible and non-beneficial (Kakuru 2001, Van Horme 1995, Pandey 2003). The way of delaying disbursements that were generally agreed upon by above scholars include;
· Predicting  banking  habits  of  the  work  force  and  paying  out  the  wage  bill  accordingly. Wages should not be paid in advance when workers are willing to accept delayed payments. During this period the business will be able to make profits out of that money. In the same payments should be cheque as  the  bank  clearance will always delay for some days.
· Maximizing the disbursement float through selecting geographical disbursement bank. This bank should be such a way that cheques drawn on them will maximize the days the cheques remain uncollected.
e: Handling Debtors
Newly formed, growing businesses are susceptible to cash flow difficulties (Borgia, Burgess and Shank 2003:38). The authors indicated that  each  business  spends  cash in order to receive  cash. It’s just that the wait in between can be long and costly for the business. Promptly receiving the cash owed by debtors could actually be the determining factor of whether or not the business closes down.
f: Handling Creditors
In a traditional credit sale system, when the transaction takes place, the customer takes possession of the product. Thereafter, the customer makes regular installments on the amount due. These installments are made within the  debtors’ collection period  set  by the business.  This installment  is inclusive of an interest fee charged on the purchase price. The customer continues to pay the installments until the account is paid in full (Sapong 2010).
g: Cash budget
A cash budget is a tool used to manage the cash flow of a business. This is a budget that is focused on the cash coming into the business and the cash that leaves the business. It  is the tool that forecasts the cash receipts and cash payment of the business, and determine the closing balance of cash and cash equivalents held by the business at the end of each period. Moore, William and Longenecker (2010:584) believed that the cash budget is most important to a small business. The cash budget is used to foresee and overcome cash flow difficulties when there is little  cash available or to indicate that there is excess cash inflow available to make investments. A cash budget is defined as an instrument used to alert business owners on problems such as cash  shortages as well as the opportunities that could arise from cash surpluses (Amoako, Marfo, Gyau and Asamoah 2013:188-191).
According to ACCA (2012), a cash budget is a budget that describes the flow of cash that comes into and goes out of the business; as tool that is drawn up in businesses to ensure that there is adequate cash to achieve all operational goals. According to CIMA (2008)  cash  budget  is  a budget which incorporates cash received from revenues and other incomes and the estimation of cash payments and outflows in the business to determine how much cash the business has  available. Marfo Yiadom, Asante and Darkwa (2008:133-137) explained that, by using a  cash budget, the company can determine potential usages for the planned incomes as  well as how to  plan for future payments. From the above definitions, it can be deduced that the cash budget is an essential planning tool to  enable  businesses  to  detect  surpluses  and  shortages  so  that  businesses can take the necessary remedial measures to sustain profitability.
Cash control
This is the overall attitude and actions of management regarding control system of cash in the entity. A strong control is one with tight budgetary control over cash received, cash banked, cash cheques, and effective control cash balances, cash brought down.
According to Hamilton (2001) an obvious aim of a business is to control and manage its cash affairs in such a way as to keep cash balance at  a  minimum  level  and  invest  surplus  cash  in  investment opportunities. It can include the following:
· Control over cash received;
· Control over petty cash expenses should be budgeted for, that is to say petty cash should be reconciled by an independent person and the level and location of cash floats should be laid down formally and based on the needs of the organization.
	Ethical Issues in Cash Management
In general, cash transactions between a company and the operators around it should take place under conditions of equality; however, because of power and information asymmetry, agreements are reached under conditions of inequality which are justifiable in terms of contract theory but run counter to the interests of one of the parties. Cash management is based on contract theory (Coase, 1937), in which various parties reach free agreements, under the terms of the law, on the times at which debts arising from various economic transactions will be paid. In theory there should be no ethical problem with this approach, as long as the assumptions of equality and perfect capital markets hold true; in practice, however, inequalities between the parties, such as power and information asymmetry and opportunistic behaviour, as well as market failures and opportunity costs, mean that the agreements reached may not be optimal for one - or indeed either - of the parties.
Nevertheless, interest in ethical cash management is not confined (although this would be sufficient) to a theory of equality in commercial relations or in stakeholders’ interests. Thus, and given the role played by cash holdings in cases of insolvency, ‘selfish’ cash management - as an ethical approach would suggest -may be a key contributing factor to bankruptcy and its various adverse consequences (unpaid bills, dismissals, broken contracts and so on).
Instruments of Cash Management
The main elements of the management product system that are offered to clients are;
i. Liquidity Management.
ii. Cash Flow Management.
iii. Working Capital Management.
          Management company’s primarily had to think about the development of centralized treasury. This aim can be achieved either by total control over all treasury processes and operatives which obviously leads to increase of operating expenses or by automation and transfer of some functions to banks and although real concentration can be achieved only cutting the number of services, the corporate go for it in exchange for the added value that can be created.
2.2: Theoretical Review
Kytonen (2004) identified three theoretical approaches to cash management as listed below: monetary theoretic approach to cash management, operations research approach to cash management and financial approach to cash management.
2.2.1: Monetary theoretic approach to cash management
According to Kytonen (2002) monetary economists are interested in the cash management of firm; their objective has been to describe the mechanism of the demand for money by firms, because it differs from the behaviour of other economic agents. He is of the opinion that researchers have tried to find a stable relationship between the quantity of money and its determinants in order to forecast most intensively investigated areas. Both long and short run behaviour have been examined on the macro and micro level. He asserts that demand for money investigates decisions made in the cash management process. He explained how Attanasio et al (2002) used microeconomic data on households to estimate the parameter of the demand for currency derived from a generalized Baumol-Tobin model.
2.2.2: Financial theoretic approach to cash management
Kytonen (2002) opined that in financial theory, researchers are interested in how cash and other liquid assets affect firm value and the optimal capital structure of a firm. Financial theory considers the cash management problem in the framework of the evaluation and capital structure of a firm. He suggested that, cash management as a representative for the liquidity management, can be linked to financial theory by considering its importance in an imperfect market. According to him this can be done, by adding cash balances to the financial theoretic models, such as the Capital Asset Pricing Model (CAPM) or the Modigliani-Miller (M&M) model. The effects of the inclusion of cash balances in these theoretical models show the importance of liquid assets for the value of a firm (through the systematic risk component) and for the optimal capital structure (through the liquidity slack concept).
2.2.3 Operations Research Approach to Cash Management
Numerous operational models have been developed to optimize the split between cash and marketable securities based on the firm’s needs for cash, the predictability of these needs, the interest rate on marketable securities, and the cost of a transfer to cash and vice versa (Kytonen, 2002). The two basic transaction models most commonly accepted in the financial literature are the deterministic Baumol-Tobin (1952) and the stochastic Miller-Orr inventory models (1966)
2.4: Empirical Review
Eljelly (2004) carried out an empirical investigation on the relation between profitability and liquidity on a sample of joint stock companies in Saudi Arabia. Liquidity was measured by current ratio and cash gap (cash conversion cycle). Secondary data were obtained from the annual accounts of the selected companies. Using correlation and regression analysis, the study found significant negative relation between the firm’s profitability and its liquidity level, as measured by current ratio. This relationship was more evident in firms with high current ratios and longer cash conversion cycles. At the industry level, however, the study found that the cash conversion cycle or the cash gap was of more importance as a measure of liquidity than current ratio that affects profitability. The size variable was also found to have significant effect on profitability at the industry level.
Foster (2012) indicated that, since the year 2008, business failures have risen by 30% in the past three years. Businesses with less than five employees were hit the hardest. 57% of those small businesses failed in a year. Businesses that had employed  six  to  nineteen  employees  faced  a 40% increase in bankruptcy.
Shin (1998), a sample consisting of American manufacturing firms was analyzed and a statistically negative relationship between cash management cycle and profitability has been confirmed.
Deloof (2003), also disclosed relationships between cash management and profitability by dividing cash conversion cycle into its components (inventory, accounts receivables and accounts payables periods). Results of the study have concluded that increases in all of these periods affect profitability negatively. Findings by (Lazaridis and Tryfonidis 2006) also noted that there existed a relationship between cash management and profitability.
Bhutto, Abbas, Rehman and Shah, (2011) conducted an investigation on the relationship between cash conversion cycle with firm size, working capital approaches and firm’s profitability in Pakistan. Secondary data were collected from the financial statements of 157 non-financial companies comprising on 12 industrial groups listed on the Karachi Stock Exchange, Pakistan for the year 2009. The firms with negative equity and profitability were excluded from the study. Data analysis was carried out using Pearson correlation and Analysis of Variance (ANOVA).The result revealed that length of cash conversion cycle has negative relationship with sales revenue, return on equity (ROE) and financing policies of the firms and has positive relationship with total assets, return on assets. Cash management is usually measured by cash conversion cycle (CCC) calculated by the number of days between actual cash expenditures on purchase of raw materials and actual cash receipts from the sale of products or services (Eljelly, 2004). 
Dong and Tay Su (2010) also attempted to investigate the relationship existing between profitability, the cash conversion cycle and its components for listed firms in Vietnam stock market. Using a descriptive cross sectional design, their findings showed a strong negative relationship between profitability, measured through gross operating profit, and the cash conversion cycle and all of its components. This means that as the cash conversion cycle increases, it will lead to declining of profitability of a firm. Therefore, the managers can create a positive value for the shareholders by handling the adequate cash conversion cycle and keeping each different component to an optimum level.


CHAPTER THREE 
RESEARCH METHODOLOGY
3.0     Research Methodology
This chapter deals in broad terms the research work, how it is carried out, that is the research design, sources of data method of data collection, method of data and analysis, population and sample size. All this shall be treated in this subsequent paragraph.
3.1     Research Design
The design of the study was a simple survey, which sought the opinion of the workers/staffs of Union Bank Plc.
3.2     Population and Sample Size
The population is the aggregate of all case confirm to some designated set of specification i.e. staffs of the bank.  The population of  the  study  in  this research is the entire deposit money banks in Nigeria are banking industry. The sample size for the study is on Union Bank Plc, due to constraint in which the total of 50 questionnaires was distributed to clerical, senior and management staffs of the bank.
3.3	Sample Size and Sampling Techniques
The sample size for this study is thirty (50) on Union Bank Plc, Ilorin due to some constraints in which the total of (50) questionnaire was distributed among this categories and this include the staffs, senior and management staffs
Sample Technique
This is the method used in getting the solution to the defined problem. For the purpose of the study, a simple random sampling and a stratified sapling was used, where the simple random sampling signifies the distribution of questionnaires to members of staffs in the bank not specific about the rank i.e. those you think can give accurate solution to the defined problem and not cleaners or the security that have no idea about what you are asking about. And the stratified is the distribution of the questions to specific members of staffs in the bank i.e. clerical, senior and management staffs. It is also a probability sampling technique where the researcher divides the entire population into different subgroups or strata, and then randomly selects the final subject proportionally from the different staffs. This sample technique was used to make sure that all the employees of the selected company or bank has the equal chance of being selected.
Questionnaire Design
A  questionnaire  design  is  a  method  of  obtaining  specific  data  and information about a defined problem, so that the data and information about a defined problem, so that the data collected after the analysis can be interpreted and also be presented in a way that when a researcher glances through it, it could help him understand or be in an appropriate manner to solve the defined problem. 
The questionnaire is carefully planned and executed, the objectives of the study were fully borne in mind while compiling or formulating the questionnaire. 
At a point, a single questionnaire question was designed for the bank’s respondent under the study only. I consideration was given to the kind of information being soughted from the respondents and steps were taken to reflect it in the most appropriate way that are needed. Open-ended and close-ended question problem responses were employed.
3.4	Method of Data Collection
The data of Union Bank was collected from the financial publication of the (mainly from the financial statement).The industry data, which is commercial banks, were gathered  from  Central  Bank  of  Nigeria(CBN)statistical  bulletin  and  the  banks major economic, financial and banking indicators.
Therefore, we sampled the following data for the banks 
a.       Liquidity ratio
b.       Investment
c.       Assets
d.       Gross earning
3.5     Method of Data Analysis
The data collected were presented in a tabular form after summarizing and classifying the. The data was also analyzed in a simple percent method to compare responses. The higher the percentage means, the level of acceptance of the respondent.

3.6	Limitations of Methodology
During the course of carrying out this research, some experiences constituted hindrances of the study. And the limitations encountered in the process are as follows
i. Time constraints
ii. Financial constraints
iii. Respondents constraints
i. Time Constraints: the time allocated for the study is very tight, the project was done in due midst of my studies, such as lecture, assignment and even my home-work. Therefore, all these stated above made the project to be too tight. But the problems was solved through time arrangement, and setting of priority
ii. Financial Constraints: Financial constraints were also another problem to this research work. It was not financially buoyant, therefore it made it a little bit tedious but, and the problem was solved through allowances from my parent and grant from relatives.
iii. Respondent Constraints: another hindrance of this study was response from respondents. Some respondents are hostile, non-challant and some gave irrelevant information. The problem was solved by warm and adequate communication with the respondents.


CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.0 	Data Presentation 
The research employed the use of frequency table for presenting and analyzing data from questionnaire responses.
4.2	DATA ANALYSIS
Data from respondent as presented above was grouped into forms that would enable us make inference and deductions.
QUESTION 1: Does cash management have any influence on the performance of money bank banks?
	Option
	Frequency
	Percentage

	Yes
	40
	80

	No
	10
	20

	Total
	50
	100


Source: Response from Administered Questionnaire, 2025
QUESTION  2:  Does   the   new  policy  posture   of   monetary authorities help to ameliorate the cash management problem?
	Option
	Frequency
	Percentage

	Yes
	45
	85

	No
	5
	15

	Total
	50
	100


		Response from Administered Questionnaire, 2025
QUESTION 3: Do you think that liquidity can actually affect the profitability of a bank?
	Option
	Frequency
	Percentage

	Yes
	30
	69

	No
	20
	31

	Total
	50
	100


		Response from Administered Questionnaire, 2025
QUESTION 4: Do you think liquidity affect investor confidence?
	Option
	Frequency
	Percentage

	Yes
	30
	40

	No
	20
	60

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 5: Does liquidity necessarily affect the investment portfolio performance?
	Option
	Frequency
	Percentage

	Yes
	49
	90

	No
	  10
	10

	Total
	50
	100


	Response from Administered Questionnaire, 2025
QUESTION 6: Do you think bank cash management affect/lead to bank crisis
	Options
	Frequency
	Percentage

	Yes
	10
	10

	No
	40
	90

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 7: Do you think bank cash management affect sectional lending? (Agriculture, manufacturing etc)
	Option
	Frequency
	Percentage

	Yes
	10
	50

	No
	40
	30

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 8: Does bank’s cash management affect inflation deposit money bank lending process?
	Option
	Frequency
	Percentage

	Yes
	30
	90

	No
	20
	10

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 9: Do you think bank liquidity would affect money supply?
	Option
	Frequency
	Percentage

	Yes
	30
	90

	No
	20
	10

	Total
	50
	100


Response from Administered Questionnaire, 2025


QUESTION 10: Is liquidity of bank affected by the global financial crisis?
	Option
	Frequency
	Percentage

	Yes
	47
	89

	No 
	3
	11

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 11: Is the effectiveness of cash management relevant to the survival and growth of commercial banks.
	Option
	Frequency
	Percentage

	Yes
	39
	90

	No
	11
	10

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 12: Do you agree that cash management problem is a phase that would soon be over when then banks recapitalizes
	Option
	Frequency
	Percentage

	Yes
	30
	80

	No
	20
	20

	Total
	50
	100


Response from Administered Questionnaire, 2025

QUESTION 13: Is bank cash management a function of expansion any or right monetary policy of central bank of Nigeria?
	Option
	Frequency
	Percentage

	Yes
	30
	80

	No
	20
	20

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 14:  Do you  agree  that  cash  management  problem should have hoisted approach in solving the problem?
	Option
	Frequency
	Percentage

	Yes
	20
	20

	No
	30
	80

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 15: Does adequate cash management help deposit money bank meet up with customer withdrawal or demand for loan?
	Option
	Frequency
	Percentage

	Yes
	50
	90

	No
	-
	10

	Total
	50
	100


Response from Administered Questionnaire, 2025

QUESTION 16: Does adequate cash management assists deposit money bank maintain stability in it operation
	Option
	Frequency
	Percentage

	Yes
	40
	100

	No
	10
	0

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 17: Is the any  significant  relationship  between  the bank level of deposit and cash management?
	Option
	Frequency
	Percentage

	Yes
	30
	70

	No
	20
	30

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 18: Does the level of loan advances granted to customers which depends on cash management significantly affect profitability level?
	Option
	Frequency
	Percentage

	Yes
	40
	70

	No
	10
	30

	Total
	50
	100


Response from Administered Questionnaire, 2025

QUESTION 19: Does commercial bank (FBN) in Nigeria keep a minimum liquidity ratio as required by CBN at all times?
	Option
	Frequency
	Percentage

	Yes
	30
	60

	No
	20
	40

	Total
	50
	100


Response from Administered Questionnaire, 2025
QUESTION 20: Do you think that the current banking reforms of (CBN) will improve the liquidity position of banks?
	Option
	Frequency
	Percentage

	Yes
	40
	80

	No
	10
	20

	Total
	50
	100


Response from Administered Questionnaire, 2025
4.3	INTERPRETATION OF RESULT/FINDINGS 
· In the table 1: indicates that a large number of respondents agreed with that fact liquidity influence the performance of commercial banks.
· Responses to question (two) 2: indicates that 85% of e the respondents  agree  that  the  new  policy  posture  of  sp authority help to ameliorate the liquidity problem while 15% disagreed.
· Responses  to  question:  three  (3)  indicate  a  very  good number of respondents agrees that liquidity can actually affect the profitability of a bank while few disagreed
· Responses   to   question   (4)   indicate   that   majority   of respondent disagreed to the fact that bank’s liquidity affect of the investor operate without loans their inference.
· Responses   to   question   (5)   indicates   that   it   can   be ascertained that a very large number of respondents were of the view that liquidity necessary affect the investment portfolio performance.
· Responses   to   question   (6)   indicate   that   majority   of respondent indicated or agreed that bank liquidity doesn’t needs to be liquid in other implement daily activities.
· Responses to question (7) indicates that bank  liquidity affect the sect oral lending because those that own large farms and in other for faster implementation they get loans from the bank ( regime) and if the bank is not liquid it can grant   loan   hence   the   table   shows   that   majority   of respondent agree that bank liquidity can affect the sect oral lending.
· Responses  to  question  (8)  indicates  that  bank  liquidity cause inflation because if the bank has excess money they tend to grant big loan and that lead to excess money in the circulation which monetary policy is used to regulate the rate of inflation hence table (8) shows that the respondent to bank liquidity causing inflation is high showing that banking liquidity can cause inflation.
· Responses to question (9) indicate that bank liquidity affect money supply because when the bank has enough money the tend to grant loan to business will be move therefore it is agreed that the bank liquidity affect money supply in the economy and this too can cause inflation.
· Responses  to  question  (10)  indicate  that  majority  of respondent  agree  to  the  fact  that  global  financial  crisis affect bank liquidity.
· Responses  to  question  (11)  above  indicate  that  a  good number of respondent were in concurrent with the fact that the effective of liquidity management is relevant to the survival and growth of commercial bank.
· Responses  to  question  (12)  indicate  that  80%  of  the respondents agreed that recapitalization of banks can solve liquidity problem while 20% disagreed.
· Responses to question (13) indicate that the  total of 60 indicate concluded that liquidity is a function of expansionary to the bank that is 50 gave a positive result showing that it is a function of expansionary function of bank  and  10  gave  a  negative  answer affect the bank liquidity.
· Responses to question (14) indicate  that few respondent agreed that liquidity problem should have holistic approach in solving the problem while a good number of respondents disagreed.
· Responses to question (15) indicate that the population that stood to the fact that liquidity help commercial bank meet up with customers withdrawal or demand for loan are more than does that said no to be question and this means that a banks liquidity can help the deposit money bank meet up with the customers’ demands.
· Responses to question (16) indicate that due to the number of responses from the respondent it shows that liquidity is important in commercial bank maintenance.
· Responses   to   question   (17)   shows   that   “relationship between the bank’s deposit both involve money.
· Responses to question (18) it shows that the  loans and advances granted to customers which depends on liquidity significantly affects profitability level because when more loans are given to customers and collateral are not gotten back when the customer is suppose to give if the bank stand the change to lose because it gives out without getting back and the level of profitability will fall.
· Responses to question (19) indicate that the level of which first Bank operate on this condition is not up to a full percentage.
· Responses to question (20) above we observe that over 80% of the respondents agreed that the current banking reforms of the CBN will improve the  liquidity position of banks, while 20% disagreed and none of the respondent agrees with the option of indifferent.
In conclusion it indicate that liquidity performance can be influenced if the bank don’t create granting excess loans to customers and that customer not returning it at the appropriate time, this eventually makes the bank to start losing it liquidity position and thereby affecting the operational aspect of the bank.




CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION
5.1	Summary 
It has been seen that the firm employs resources of which one of it is cash. When the enterprise started operating cash is generated from the sales of shows to intending investors.
	The business of any bank is purely on cost and customer, the bank refers to these as assets. This project work is concerned with two management of cash which is the function of financial managers.
	The general problem affecting cash management have been leading to liquidity and solution problems.
5.2	Conclusion
Union Bank Plc, Ilorin was not found to demote too far from the hypothesis concerning government of rural, cannot serve without official management and control of its cash resources. Failure of bank that come to being earlier was become there was no cash management control. It should be a system of cash management and control in any banking setup. Union bank Plc, Ilorin is said to maintain a good system of cash control as management which they carry out promptly with the main branch. Profit maximizing has been the watch world of the bank and recourse. Utilization is good as the bank is generally said to have a efficient cash management.

5.3	Recommendations
The economy and the money deposit banks are both fairly liquids at present due to lack of investment opportunities resulting from the economic difficulties commonly facing the country. In order to maintain good standard, profit maximization, adequate control effective and efficient cash management because following procedure:
i. Counter service: the counter service is in need of improvement. The bank needs to be setup its training program classroom training should be supply method with on the job training, the senior branch personal should move round the branches to serve himself on the quality of customer sources that will be on important factors to increase depart ration. To beneficiate, the bank should result move workers to help serve the customer at the shortest possible time.
ii. Liquidity or safety ration: the bank with a high loan to deposit ration is often deserved as been loss liquid and relate that a bank with loan to deposit ration. The bank should endure to maintain a low loan to deposit ration through increase interest  ration in saving account and the deposit.
iii. Technology: the need for the bank to adopt emphasized in doing this attention has to be gain to computer usage, this will reduce the high rate of express insure by the bank i.e overtime bill be reduced to minimum as the use of computer will  save a lot of time.
iv. Return on equity: if the bank maintains a good return on equity the share holders will bringing more in form of individual and as much they will be able to most more in the bank.
v. Staff relationship: senior junior staff relationship should be gearrod of vigorously so as to bring about a conclusive atmosphere where one will rendered services that concerned him/her in order or increase profit.
vi. Technical accounting language: activities of the bank be explained to the customers and general public in a simple language instead of using technical accounting language.
vii. Forecast of cash need: formal daily forecast of cash needs should be made rather than before cost made monthly, statistical  should be kept readily the inflow and outflow of fund to help more forecast of cash needs.
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