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CHAPTER ONE
INTRODUCTION
1.1      BACKGROUND TO THE STUDY 
Earning of maximum profit is the ultimate goal of almost all business undertakings. The most important factor influencing the earning of profit is the level of production (i.e., volume of output). So many people run different business without any technical know-how or how to make decision that will affect their business positively. one of the most important decisions that need to be made before any business even starts in line with the manufacturing of good and serives is „how much do we need to sell in order to break-even?‟ By „break-even‟ we mean simply covering all our costs without making a profit.
There may be need for effective decision making by management when there is a change in the level of production due to many reasons, such as competition, introduction of a new product, trade depression or boom, increased demand for the product, scarce resources, change in selling prices of products, etc. In such cases management must study the effect on profit, on account of the changing levels of production. A number of techniques can be used as an aid to management decision in this respect. One such technique which can be applied by managers to plan, control and make effective management decision is the cost-volume-profit analysis.
Cost- volume- profit analysis according to Glautieret al (2001) is the systematic examination of the inter-relationship between selling prices, sales and production volume, cost, expenses and profits. The above definition explains cost-volume profit analysis to be a commonly used tool providing management with useful information for decision making. Cost volume-profit (CVP) analysis examines the relationship of costs and profit to the volume of business to maximize profits. The term cost volume profit analysis is interpreted in the narrower as well as broader sense. Used in its narrower sense, it is concerned with finding out the “crisis point”, (i.e., break-even point) i.e., level of activity when the total cost equals total sales value.
Cost volume-profit analysis will also be employed on making vital and reasonable decision when a firm is faced with managerial problems which have cost, volume and profit implications. Such problems are in the areas of profit planning, product planning, make or buy decision, expansion or contraction product line, utilization of productive capacity in a period of economic boom or depression. More especially cost -volume-profit analysis is used by managers to plan and control more effectively and also to concentrate on the relationship among revenues, cost, volume changes, taxes and profit. It is also known as break-even analysis.
In other words, it helps in locating the level of output which evenly breaks the costs and revenues. Used in its broader sense, it means that system of analysis which determines profit, cost and sales value at different levels of output. The cost-volume-profit analysis establishes the relationship of cost, volume and profits.
Furthermore, Cost-volume-profit analysis is a key factor in many decisions, including choice of product lines, pricing of products, marketing strategy, and utilization of productive facilities. It is a tool used to show the relationship between various ingredients of profit planning and if properly applied it enable the company to satisfy the industry and stakeholders of such business. This research work intends to examine cost volume profit analysis as a management tool for decision-making in manufacturing small business enterprise within Kwara state
1.2    STATEMENT OF THE PROBLEM
The major problem encountered by manufacturing industries when cost-volume-profit analysis stands as a basis for decision making is managerial inefficiency and this includes ignorance of this concept i.e inability of the management to employ it in their decision making and also not knowing the importance of cost volume- profit analysis. Manufacturing industries are not relevant in their decision making process. Most manufacturing industries in Nigeria do not determine the extent to which cost-volume profit analysis affect their various decisions.
Manufacturing industries is faced with the problem of how to make use of the available scare resources in order to achieve the objective of profit maximization. Another major problem manufacturing industry in Nigeria face, is when the application of cost volume-profit analysis techniques are meant to apply, they don’t apply it in their enhancement of managerial efficiency of manufacturing industries. Consequently, the study will be addressing the following research questions;
1.3    RESEARCH QUESTION
   Based on the purpose of the study the following research questions are raised.
  i.   To what extent does cost- volume-profit analysis enhance effective management decision in manufacturing SMEs?
 ii.  To what extent does the application of cost-volume-profit analysis technique influence management decision in manufacturing SMEs? 
iii.  Does cost-volume-profit analysis affect management decisions in manufacturing SMEs?
1.4   OBJECTIVE OF THE STUDY
   The following are the objective of the study.
 i.  To examine if cost-volume-profit analysis enhance effective management decision in manufacturing SMEs. 
 ii.  To determine the extent in which the application of cost-volume-profit analyses influence management decision in SMEs.
iii.  To determine how cost-volume-profit analysis affect management decision in manufacturing SMEs.
1.5     RESEARCH HYPOTHESIS 
    In carrying out this research work, the hypothesis below are formulated to serve as guide on which answer is provided to the research questions above.
Ho: Cost-volume-profit analysis does not enhance effective management decision in manufacturing SMEs.
Ho: Cost-volume-profit analysis application does not influence management decision in SMEs.
Ho: Cost-volume-profit analysis does not affect management decision in manufacturing SMEs.
1.6     SCOPE OF THE STUDY
      This study focused on analyzing the relevance of cost volume profit analysis as a management tool for decision making in small medium enterprise SMEs but with particular reference to selected manufacturing SMEs in kwara state, including softy bread SME, 50&50 bakery SME and Item 7 togo restaurant. The study will analyze the data generated from the relevant staff and top administrative personnel in various manufacturing SMEs with a total population of 70. The study will also materialize on various literature and journal, as well as primary source of information would be used in gathering relevant data. In the light of broad coverage, the research focus is to examine cost volume profit analysis as a management tool for decision-making in manufacturing small business enterprise within Kwara state . The scope of the research therefore, covers a period 9 months.
1.7     SIGNIFICACE OF THE STUDY
 This study will assist small business enterprise managers and other professional who may find it useful to understand how to make better managerial decisions using cost Volume Profit analysis. It will also help academicians or student of knowledge who want to conduct further research on CVP analysis.
1.8     LIMITATIONS OF THE STUDY 
 The research study is subjected to some limitations, which include:
i. Time Constraint: The researcher simultaneously engaged in the study with other academic work, but the research study has a limited timeline which would not allow for a thorough and comprehensive analysis of the study.
ii. Financial constraint: Insufficient fund tends affect the efficiency of sourcing and collecting of relevant data and information which involve the process of to obtain accurate and reliable result for the study.

1.9     DEFINATIONS OF TERMS
 The study finds it worth to define some important terms in the research work for better understanding of their meaning and the contest in which they are applied in the work.
1. Cost: The amount of money spent or expenses incurred to produce or acquire something.
2. Volume: The quantity or amount of goods or services produced or sold.
3. Profit: The amount of money earned after deducting costs from revenue.
4. Cost-Volume-Profit (CVP) Analysis: A method used to determine how changes in costs and volume affect a company's profit.
5. Decision Making: The process of selecting the best course of action from available options.
6. Manufacturing Industry: An industry that produces tangible goods through the use of machines, tools, and labor.
7. Small Medium Enterprise (SME): A business that has a limited number of employees and annual revenues, typically fewer than 500 employees and less than #100 million in revenue.


CHAPTER TWO
LITERATURE REVIEW
2.0.   PREAMBLE
Based on the purpose of the study this section will be discussing about the various concept of the study, theoretical framework and an empirical review of different study by various scholars and research in line with the study.
2.1.   CONCEPTUAL FRAME WORK
2.1.1.   MANAGEMENT DICISION MAKING
The effectiveness of a manager depends on his ability to make accurate predictions about future profits. This can be exposed when the correct relationship between cost, volume and profit is practically known. For this reason, knowing the relationship between cost, volume and profit should be seen as a huge asset to management (Okoye et al., 2006).
Moreover, CVP analysis is used by managers to plan and control more effectively an entity's business, and also leads them to focus on the relationship between revenue, costs, changes in the quantities produced and sold, taxes and profit. This is also known as equilibrium analysis (Ihemeje et al., 2015).The major problem encountered in manufacturing industries considering that CVP analysis is the basis for decision-making process is managerial inefficiency, including the ignorance of this concept, i.e. the inability of management to adopt this analysis in their decision-making system, and not recognizing the importance of CVP analysis (Ihemeje et al., 2015).Managers generally want to know what the impact will be on profit as the amount of products sold or the services sold are changing. 
At a managerial level, there are issues that raise a number of questions, such as how many units in a new product should be sold to reach the profit margin or profit. Another uncertainty is how the expansion of a business on a foreign market would affect costs, sales and profits. These questions have a common technique, respectively what if technique. Examining the outcomes of these opportunities and the related alternatives contributes to making better managerial decisions (Horngren et al., 2012).
According to ACCA (2017) CVP analysis presents first the effects of different levels of activity on a company's financial results. If you could find out how many customers would buy the company's product, then management would be able to make ideal business decisions and maximize profits. Information provided by managerial accounting can be useful in providing answers to questions about the different action paths. One of the most important decisions that must be taken before starting any business is about the amount needed to be sold to reach the breakeven point. The breakeven point is covering all costs without gaining profit.

2.1.2.   COST-VOLUME -PROFIT ANALYSIS
CVP analysis according to Glautieret et al. (2001) is a systematic review of the relationship between sales prices, sales and production volume, production costs, expenses and profits. The above definition explains CVP analysis as a commonly used tool, providing management with useful information for decision-making. CVP analysis will also be used to make vital and reasonable decisions when a firm faces managerial problems involving cost and profit. Such problems relate to profit planning, production planning, the decision to produce or buy, to expand or limit the product line, to use the production capacity in a period of economic growth or decline (Glautieret et al., 2001, quoted by Ihemeje et al. 2015).
Cost-Volume -Profit Analysis is a management tool with which employees as managerial accountants help in making decisions convincing, which have volume of cost depending on activity within the business and implications in profit. But if the management of the enterprise does not apply the CVP analysis during the decision making process, it will result in low performance and profitability.
CVP analysis have gain recognition by many authors, according to Gautier Et al 2001, CVP analysis shows the relationship between sales prices, production volume, costs, exenses and income, target profit. According to Drury (2000), the CVP analysis determines performance, measurement, control, stock evaluating, costs that need to be planned for production or service, the creating sales prices etc. CVP analysis according to the Accounting Institute's, rules in the official terminology is "Calculating the predetermined cost as sum, should be under the special conditions of work in the enterprise (business environment). According to Hilton R.W CVP shows the relationship between revenue and cost.
Cost-volume-profit analysis is a technique that examines changes in profits, in sales volume, costs, and prices. CVP analysis can be a valuable tool in identifying the stretch and size of the economic problems with which the company is facing, this analysis helps locate these problems. The CVP analysis is used to ensure information for planning and decision-making such as: choosing problems during planning of products for sale, expanding or narrowing the production line, exploitation of production capacities during the expansion or recession in the economy of the country. So the managerial accountants can make plans for the future by having access to information about:
I. The products or services that affecting in profit maximizing.
II. The sales volume to reached target profit.
IV. The necessary income to avoid losses.
V. The contribution margin should cover fixed costs in order to avoid risk.
VI. If the firm should invest in highly automated machinery and reduce its labor force.
VII. If a firm should advertise more to improve its sales.

2.1.2.1.  THE PURPOSE OF CVP ANALYSIS
The purpose of the CVP analysis is to create a question that can be used to predict the profits of the enterprises, change in profit or any other element, within the question that enterprise managers take into account by expressing the relationship between: sales price, sales volume, variable and fixed costs etc., by adhering this question as a powerful tool for the budgeting process, making decisions, controlling the production that the managers do. So in other words, management accountants should focus on this analysis at the beginning of the production or service process, because there is no time for successive changes.
I. Decision-Making for Mixed Products
Decision and planning which ones products will be produced and which ones will abandoned, will helps the business environment (manufacturing enterprises and service enterprises) to maximize profit. This will have realized by taking into consideration of the sales and production that has been made in the previous years, all this depends on the demand of consumers what to produce or what to serve, and what to be abandoned.
II. Budget Control
Budget control is the creation of a budget regarding the responsibility of the manager, the policy requirements, and the continuous comparison of the production and service process (J.O.Kalu)6. Budget control has to do with using the budget to control operational activities or to secure individual actions, as well as to provide a basis for its re-scrutiny. Cost-volume-profit analysis can be used in the budget control field to compare the sales budget, volume, cost, and actual profit.7
III. Decision-Making on Prices
The price decision affects the quality of production and sales, revenue = cost. Managers need to understand patterns of behavior, the product cycle chain, to reached profit (Horngren 2006)8. According to Horngren (2006), great influences on the price decision have customers, competitors and cost. Consumers influence the price, through their demand for products or services, based on the features of the product, quality, etc. The cost also affects the price decision, because the cost affects the supply. The lower the cost of producing a product the greater is the opportunity to supply the consumer with the product or service, thus affecting the growth of operating income. The use of cost-volume-profit analysis in this field is necessary to examine the cost of manufactured products and the planned profit before making the price decision.
2.1.2.2.   THE ASSUMPTIONS OF CVP ANALYSIS
Ihemeje et al (2015) argue that the basis for the CVP analysis is based on the following principle: "at the lowest level of activity, the cost exceeds revenue, but as activity increases, revenue rises faster than cost, and eventually the two values become equal, after which the revenue exceeds the cost until the yield cuts bring again the cost over the income". This principle describes the CVP analysis from the perspective of a graph with curved lines. The cost and revenue curves seen only theoretically appear to be inapplicable. The professional accountant offers pragmatism through additional information on cost behavior and sales policy.Ihemeje et al. (2015) presents the following fundamental assumptions of the CVP assay according to Horngen et al. (2006):
I. Cost behavior and revenues are linear;
II. The sales price is constant;
III. Total cost can be divided into fixed and variable elements;
IV. The fixed total cost remains constant;
V. The total variable cost is proportional to the volume of activity;
VI. The volume of activity is the only unit of cost;
VII. The purchase prices of the materials required for production are constant.
These assumptions help CVP analysis for the exact profit forecasting, but sometimes business operations cannot match all assumptions, in such cases the analysis results in approximation with these assumptions will help in making decisions.
2.1.2.3.   Objectives of Cvp Analysis
CVP analysis is primarily concerned with studying the effects of different levels of activity on an enterprise's financial results. The reason for concentrating especially on sales volume is due to the fact that, in the short term, the selling price and the cost of materials and labor are usually known with a degree of precision. However, sales volume is usually not so predictable and, therefore, in the short term, profitability often depends on it (ACCA, 2017).
According to Tulvinschi et al., (2012) CVP analysis is a powerful analysis tool based on the variable cost method, a tool that managers have at their disposal. This analysis presents a contradiction of the correlations between costs, revenues, sales prices, production volume and profit. These correlations provide a general pattern of economic activity that management can use for short-term forecasts to assess company performance and analyze decisional alternatives.
2.1.2.4.    METHODS OF COST-VOLUME-PROFIT ANALYSIS
There are two main methods that used in the CVP analysis: 
I. Graphic approach - This method is very useful, because it highlights relations between the cost-volume-profit in a wider aspect of business activities (manufacturing and service). In this case it enables managers, greater perspective to planning and making decisions for the future2. The steps included in the graphical method are three: the profit area, the loss zone, the equilibrium zone. Based on three areas, managerial accountants should to planning production quantity, sales price, target profit, risk threshold.
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II. Algebraic approach- This approach helps to incorporate marginal contribution, income statement, and estimation of several cost-volume-profit factors such as: sale price for unit, variable costs for unit, fixed costs of sales, target profit, marginal contribution for unit etc.
a. Contribution = sales – variable cost 
b. Profit = contribution – fixed cost 
c. Sales – variable cost = fixed cost +profit 
d. Sales (in units) = fixed cost + target net income / contribution margin per unit 
e.Targeted operating income = target net profit / 1- tax rate 
f. Quantity of products to be sold = Fixed costs + Targeted operating income / contribution margin per unit 
g. Risk threshold = Fixed costs / Margin of contribution per unit 
h.Expressed in monetary units (€)
Risk Threshold = Fixed Costs / Contribution Margin Report 
Where: 
Contribution Margin Report =Contribution Margin per Unit/ Revenue from sale per Unit
i.For sale:
Risk Threshold = Fixed Costs * Value of Sales / Margin of Contribution
j. CMR (unit) = selling price - variable cost per unit/ selling price
k. CMR (Total) = Total Sales - Total Variable Cost / Total Sales 
l.CMR = fixed cost + profit / contribution + cost variable 
Notes:
m. CMR = change in profit / change in sales volume 
n. Operating leverage rate = Margin of contribution / Net operating income 
2.1.2.4    WHEN AND FOR WHAT CVP ANALYSIS WILL BE USED
CVP analysis used to provide general information on relations Cost-Volume-Profit for business environment. Accountants also use it to provide the necessary information: for sale, for planning, for control, decision making problems, budget control, sale price decision, product replacement, distribution channel selection, sales volume setting, performance measurement, product quality, customer requirements (Meigs, 1996).
2.1.2.5   LIMITATIONS OF CVP ANALYSIS 
CVP analysis is essential in demonstrating the effect on an organization selling different quantities of products, with changes in sales price and costs. However, its use is limited because it is based on the following assumptions:
I. Either a single product is sold or there are several products sold in a constant mix. If the assumption of this constant mix changes, so will the breakeven point.
II. All other variables, except volume, remain constant, i.e. the volume of production is the only factor that causes changes in revenue and costs. In reality, this hypothesis may not prove to be true because, for example, economies of scale can be achieved as the volume increases. Similarly, if there is a change in the sales mix, the revenue will change. In addition, it is often found that in the case of sales volume growth, the sales price should decrease, which is only a few of the reasons why the hypothesis may not be true.
III. The total cost and total revenue functions are linear. This is likely to have a limited, short-term activity level.
IV. Costs can be divided into a component that is fixed and a component that is variable. In practice, some costs may be semi-fixed, such as telephony, where there may be a fixed monthly rental charge and a variable charge for calls made.
V. Fixed costs remain constant over the range considered relevant i.e the levels at which the activity has experience and can therefore perform a certain degree of accurate analysis.
VI. Profit is calculated on a variable cost basis or, if the absorption costing is assumed, the volume of production is assumed to be equal to the sales volume.
2.2.   THEORETICAL FRAME WORK
2.2.1   AGENCY THEORY
Agency theory (also known as the principal-agent or principal agency theory/model) describes the relationship between two or more parties, in which one party, designated as the principal, engages another party, designated as the agent, to perform some task on behalf of the principal (Jensen and Meckling,1976; Moe, 1984; Ross, 1973). The theory assumes that once principals delegate authority to agents, they often have problems controlling them, because agents ’goals often differ from their own and because agents often have better information about their capacity and activities than do principals. The key question of the principal–agent framework is, ‘How does one empower an agent to fulfil the needs of the principal, while at the same time constraining the agent from shirking on their responsibilities?
Agency relationships are a ubiquitous phenomenon. In the broadest sense, whenever one party (the principal) depends on the action of another party (the agent), agency relationship arises (Pratt and Zeckhauser, 1985). The theory explores how accounting information can be used to align the interest of the principal by the agent with the use of CVP analysis. The theory also helps to explore how CVP analysis is used to support decision making and aligning managerial interests with organizational goals.
2.2.2      INOVATION THEORY OF PROFIT
The innovations theory of profit states that profit from commercial undertakings might emanate from the innovation successfully introduced by the entrepreneur. This theory was propounded in 1934 by Joseph Alois Schumpeter, who noted that the core occupation of an entrepreneur/management is championing innovations within the economy, and their reward is profit. Schumpeter described innovation as an inclusive concept involving a new strategy implemented by an entrepreneur to minimize production cost or increase product demand (Schumpeter, 1934). There are two types of innovations, namely the first and second. The first class of modernisms aims at minimizing the cost of production through a new technique, acquisition of modern machinery, or adoption of a better production process. It also entails the discovery of either different sources of raw materials, a new or improved method of planning and organizing the
2.2.3    CONTIGENCY THEORY
The contingency theory of organizational structure presently provides a major framework for the study of organizational design (Donaldson, 1995a, 2001). It holds that the most effective organizational structural design is where the structure fits the contingencies. There are, however, several major challenges to it. Some of these are theoretical, while some are empirical. However, some challenges lead to innovations in theory. Other challenges are accompanied by innovations in method. Both these theoretical and methodological innovations constitute opportunities for the contingency. Contingency theory suggests the effectiveness of management Accounting techniques such as cvp analysis which is used in different organizational to make informed managerial decision.
2.3.   EMPIRICAL REVIEW
Ihemejea, Okereafor, & Ogungbangbe (2023) found out that cost-volume-profit analysis is considered to a large extent in the decision making process of manufacturing industries and hence affect the various decisions made by manufacturing industries. It was also found these manufacturing industries adopt both graphical and algebraic approaches to cost-volume- profit analysis. The study further revealed that the application of cost-volume profit analysis techniques in decision making process to a very large extent enhance managerial efficiency of manufacturing industries. In addition it was revealed that the benefits derived from the application of cost-volume-profit analysis include: efficient cost control, high productive capacity and increase in profitability.
Georgiev (2020) studied the Application of „Cost-Volume-Profit‟ Analysis in the Hotel Industry based on survey data of high-ranking hotels in the north-east region of Bulgaria, research results indicate that analysts apply the CVP analysis to all aspects of management accounting, which clearly speaks of its significance for generation of data on hotel management. Taking into account the specifics of the hotel product we cannot but accept as logical the results on the extent and frequency of application of CVP analysis.
Nabil, Osama, & Zaid (2020) while looking at the effect of using break-even-point in planning, controlling, and decision making in the industrial Jordanian companies concluded that, the most of the Jordanian industrial companies are using break-even point in the planning, controlling and decision-making, andthere is a statistical significant relationship between the use of the break-even point and successful planning, control and decision-making in the Jordanian industrial companies.
Lulaj and Iseni (2018) who studied cost-volume-profit analysis and planning and making decisions in the business environment. The results concluded that the technique has a positive effect on determination of cost and sales volume and consequential profit in the manufacturing business environment. This result indicated that cost volume profit analysis contributes to the growth of profitability. 
Okpala et al. (2018) examined the impact of short and long term management accountingPrevious empirical studies on the practical applications of CVPA to aid strategic, tactical, and operational management decision processes in manufacturing industries were conducted to enhance managerial efficiency in the sector (Dabor, Otalor, & Erah, 2013; Lulaj & Iseni, 2018). CVPA provides management with information to make effective decisions (Obeta, 2008). Ihemeje et al. (2015) conducted a study on CVPA and manufacturers’ decision-making in Nigeria. The study concluded that the model is a well-considered decision-making tool in manufacturing firms.
Corroborating the study by Ndaliman and Bala (2017), Onwuka (2019) suggests a thorough application of breakeven analysis to improve profit levels of small manufacturing firms. She (Onwuka) further states that the mathematical involvement was little, while the advantage was enormous. Most managers are too afraid of figures; they would find this method a safe- landing.
Ndaliman and Bala (2017), in a related study discovered that “sales revenue and total cost were not linear, two or more breakeven points were found to exist, some costs fall under both fixed and variable portions and that beyond certain optimal production levels sales revenue decreases and total cost also increases. They suggest that block industry operators because of the short payback period of the investment and rising profit levels when efficiently managed using breakeven tool of analysis should adopt breakeven theory frequently. Although they found slight variation in the principles of breakeven theory between the two industries studied, they emphasise adequate production planning and control using breakeven theory
Previous empirical studies on the practical applications of CVPA to aid strategic, tactical, and operational management decision processes in manufacturing industries were conducted to enhance managerial efficiency in the sector (Dabor, Otalor, & Erah, 2013; Lulaj & Iseni, 2018). CVPA provides management with information to make effective decisions (Obeta, 2008). Ihemeje et al. (2015) conducted a study on CVPA and manufacturers’ decision-making in Nigeria. The study concluded that the model is a well-considered decision-making tool in manufacturing firms. Accordingly, 
Dabor et al. (2015) found that the CVPA is useful in making a short-run decision, although the model has several unrealistic norms. These findings are in line with the report of Kavitha (2018). Lulaj and Iseni (2018) who studied cost-volume-profit analysis and planning and making decisions in the business environment. The results concluded that the technique has a positive effect on determination of cost and sales volume and consequential profit in the manufacturing business environment. This result indicated that cost volume profit analysis contributes to the growth of profitability. 
Adesina, Ikhu-Omoregbe, and Kehinde (2015) researched the impact of accounting information on profit planning. The findings concluded that accounting information has a positive and significant effect on profitability of manufacturing firm. Alnasser et al. (2014) note that the application of BEP has a significant relationship with planning and decision making in Jordanian companies. This study agreed with the report of Georgiev (2014), who concluded that the result generated from the cost-volume-profit analysis has a significant effect on profitability of Bulgarian hotels. 
Adesina, Ikhu-Omoregbe, and Kehinde (2015) researched the impact of accounting information on profit planning. The findings concluded that accounting information has a positive and significant effect on profitability of manufacturing firm. Alnasser et al. (2014) note that the application of BEP has a significant relationship with planning and decision making in Jordanian companies. This study agreed with the report of Georgiev (2014), who concluded that the result generated from the cost-volume-profit analysis has a significant effect on profitability of Bulgarian hotels.
Accordingly, Dabor et al. (2013) found that the CVPA is useful in making a short-run decision, although the model has several unrealistic norms. These findings are in line with the report of Kavitha (2018).
2.3.1   RESEARCH GAP
Based on the following empirical studies from various researcher, there is a general expectation that cost-volume-profit analysis should be able to aid toward effective managerial decision in various manufacturing sector from various geographical location.
However, there has not be adequate emphasis as to a survey evidence on how it can significantly influence management decisions in SMEs.





CHAPTER THREE
RESEARCH METHODOLOGY
3.1  	PREAMBLE
This chapter will present the different methods that will be adopted in collecting and interpretation of data related to the study by discussing scope related to: Research Design, Source of data, Population of the Study, Sampling Size and Techniques, Method of Data Analysis and Data collection procedure.
3.2   	RESEARCH DESIGN
The study is designed to Investigate the impact of cost-volume-profit-analysis (CVP) analysis on managerial decision making in manufacturing SMEs in kwara state through the application of a survey research method in testing of it hypothesis. The field surveyed is softy bread bakery and 50 50 bread bakery which serves as reference for collection of primary data through the distribution of questioners.
In addition, the historical method of research material and already established facts were employed so as to be able to relate past event to present and give a clear and wider perspectives of the subject matter. The validity of a research finding is in the function of data collection and tools for analysis, hence there is need for a right method of data collection and analysis.
3.3  	POPULATION OF THE STUDY
The selection of the population depends on the problem of the study. This study seeks to examine cost-volume-profit analysis on managerial decision making in selected bread making company in kwara state which are softy bread bakery and 50 50 bread bakery with a total population of 90 staffs. This number of population include 47 staffs from 50 50 bread bakery and 43 staffs from softy bread bakery. This information was retrieve from the HR manager of the enterprise.
3.4	SAMPLE SIZE AND SAMPLING TECHNIQUE
The sample size is a fraction or segment of the total population which is used to represent the entire population. While the sampling technique is a method used in selecting a sample from the total population, In view of this the sampling method used in this study is a purposive sampling technique. This is a non-probability sampling techniques where participant is selected based on the researcher's knowledge about the population. With this, the goal is to select a total sample size of 60 which consist 35 staff with knowledge of cvp analysis in 50 50 bread bakery and 25 staffs from softy bread bakery also with knowledge of cvp analysis.
3.5   SOURCES AND METHOD OF DATA COLLECTION 
The study conducted utilized primary data to provide relevant answers to research questions. For the purpose this research work, the distribution and collection of questioners, organizing of personal interview with relevant staff been concerned will serve as a primary source of data collection. A structured questionnaire was administered to 35 staff of 50 50 bread bakery and 25 staffs softy bread bakery.
3.6  	INSTRUMENT FOR DATA COLLECTION
The survey method of data collection was used in the study, which will ensure that data are been gathered or collected by self-administered questionnaire distributive to various repondent of both enterprise (softy bread bakery and 50 50 bread bakery). Interview would also be used to gather the information needed from management staff of the enterprise. In case where the respondents couldn't keep up with time, a reschedule time and date for interview is been fixed for the purpose of convenient and for data to be analyzed statistically and mathematically.
3.7   	TECHNIQUES FOR DATA ANALYSIS
For a good understanding and comprehension of this research work, data derived will be presented in table. The method of analysis which is applicable for this research work is the use of the regression analysis i.e (quantitative method of analysis). This method of analysis will be applied to the relationship that exists between cost volume profit analysis and management decision in manufacturing SMEs The statistical package for social science (SPSS) software would be used in applying regression analysis and chi-square (X^2) analysis using a level of significance in 5% (0.05).
DECISION RULE: If the p -value is below the significance level (typically 0.05), reject the null hypothesis H0  and accept the alternative hypothesis and if p-value is above the level of significance(typically 0.05),fail to reject  the null hypothesis H0.













CHAPTER FOUR
DATA ANALYSIS
4.1 Introduction
This chapter presents the analysis and interpretation of data collected through structured questionnaires distributed to selected manufacturing SMEs in Kwara State. The aim is to examine the impact of Cost-Volume-Profit (CVP) analysis on managerial decision making within these firms. The data collected from primary sources are systematically organized and analyzed in line with the research objectives and hypotheses outlined in earlier chapters. The analysis focuses on the level of awareness, extent of application, and perceived effectiveness of CVP analysis in critical managerial areas such as pricing, cost control, break-even analysis, and profit planning. The findings are presented using tables, charts, and statistical tools to provide meaningful insights into the relevance and influence of CVP analysis on decision-making processes in the manufacturing sector.
4.2 Respondents’ Characteristics and Classifications
This section provides a summary of the demographic and organizational characteristics of the respondents who participated in the study. Understanding the background of the respondents is important for interpreting the relevance and reliability of the information they provided regarding the use of Cost-Volume-Profit (CVP) analysis in managerial decision-making.
4.2.1 Gender of Respondents
	Gender
	Frequency
	Percentage (%)

	Male
	32
	64%

	Female
	18
	36%

	Total
	50
	100%


Interpretation:
The majority of respondents were male (64%), while female respondents made up 36%. This suggests a male-dominated participation among the SMEs surveyed.
4.2.2 Age Distribution
	Age Range
	Frequency
	Percentage (%)

	18–30 years
	10
	20%

	31–40 years
	22
	44%

	41–50 years
	12
	24%

	Above 50 years
	6
	12%

	Total
	50
	100%



Interpretation:
The highest proportion of respondents (44%) fell within the age range of 31–40 years, suggesting that most decision-makers in the SMEs are in their mid-career stage.
4.2.3 Educational Qualification
	Qualification
	Frequency
	Percentage (%)

	SSCE/OND
	8
	16%

	HND/Bachelor’s Degree
	28
	56%

	Master’s Degree
	10
	20%

	Others
	4
	8%

	Total
	50
	100%


Interpretation:
A majority of respondents (56%) hold a higher national diploma or bachelor’s degree, indicating a fairly educated respondent base capable of understanding financial tools like CVP analysis.


4.2.4 Position Held in the Organization
	Position
	Frequency
	Percentage (%)

	Owner/Manager
	20
	40%

	Accountant/Finance Officer
	15
	30%

	Supervisor/Team Lead
	10
	20%

	Others
	5
	10%

	Total
	50
	100%



Interpretation:
Most of the respondents were either business owners or managers (40%) or accounting officers (30%), which ensures the data collected is credible, as these individuals are directly involved in financial and strategic decisions.
4.3 Presentation and Analysis of Data According to Research Questions
This section presents and analyzes the data collected from the respondents in relation to the three key research questions of the study. The responses have been summarized in tables and interpreted to understand the relationship between Cost-Volume-Profit (CVP) analysis and managerial decision-making in manufacturing SMEs.
Research Question One:
To what extent does CVP analysis enhance effective management decision in manufacturing SMEs?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	18
	36%

	Agree
	20
	40%

	Neutral
	7
	14%

	Disagree
	3
	6%

	Strongly Disagree
	2
	4%

	Total
	50
	100%


Analysis:
From the table, 76% of respondents agreed that CVP analysis enhances effective managerial decision-making. This indicates a strong recognition among SME managers that CVP tools are helpful for analyzing cost behavior, planning profit margins, and evaluating different business scenarios. Only a small portion (10%) disagreed, while 14% remained neutral. This supports the view that CVP analysis is a valuable decision-making tool in the manufacturing SME sector.
Research Question Two:
To what extent does the application of CVP analysis technique influence management decisions in manufacturing SMEs?
	Application Level
	Frequency
	Percentage (%)

	To a great extent
	22
	44%

	To a moderate extent
	16
	32%

	To a small extent
	8
	16%

	Not at all
	4
	8%

	Total
	50
	100%


Analysis:
A combined 76% of respondents confirmed that CVP analysis is applied either to a great or moderate extent in their organizations. This suggests that a significant number of SMEs integrate CVP analysis into their managerial routines. However, the 24% who apply it only slightly or not at all implies that some SMEs may face challenges such as inadequate knowledge, poor recordkeeping, or lack of accounting tools. Nonetheless, the overall response indicates a moderate to high level of CVP technique adoption.

Research Question Three:
Does CVP analysis affect management decisions in manufacturing SMEs?
	Area of Impact
	Frequency
	Percentage (%)

	Pricing Decisions
	14
	28%

	Break-even Analysis
	13
	26%

	Cost Control and Planning
	12
	24%

	Profit Forecasting
	11
	22%

	Total
	50
	100%


Analysis:
The data shows that CVP analysis significantly affects key decision areas such as pricing (28%), break-even analysis (26%), and cost planning (24%). These findings confirm that CVP analysis is actively used in evaluating how costs, volume, and profit interact to guide critical decisions. It reveals that manufacturing SMEs rely on CVP analysis for operational and financial strategies, supporting its role as an essential decision-making tool.
4.4 Analysis of Other Applicable Data
In addition to the core research questions, the study gathered other relevant data to further understand the practical use, challenges, and awareness of Cost-Volume-Profit (CVP) analysis among manufacturing SMEs in Kwara State. These additional insights help to provide a more comprehensive view of how CVP analysis influences managerial decision-making in the sector.
Awareness and Understanding of CVP Analysis
The data revealed that a majority of respondents were aware of CVP analysis and had a general understanding of its purpose. Most of the managers and accounting officers surveyed were familiar with key concepts such as break-even point, contribution margin, and cost behavior analysis. This suggests a growing recognition of the importance of financial tools in business decision-making.
Frequency of Use of CVP Tools
Responses showed that CVP analysis tools are used on a regular basis by many SMEs, particularly during budgeting, pricing decisions, and financial planning. However, the frequency of use varied, with some SMEs only using CVP analysis during major financial decisions, while others integrated it into routine operations. This difference in frequency was influenced by factors such as business size, access to accounting software, and staff expertise.
Challenges Faced in Applying CVP Analysis
Some respondents identified several challenges that limit the effective use of CVP analysis. These include lack of formal training, inadequate accounting records, and limited access to financial management tools. Smaller SMEs were especially affected by these issues, as they often do not have professional accountants or financial analysts on staff.
Perceived Benefits of CVP Analysis
Despite the challenges, the respondents who use CVP analysis reported several benefits. These include better cost control, improved pricing strategies, more accurate profit projections, and overall better financial planning. Many agreed that CVP analysis provides clarity in decision-making and helps reduce financial risk by forecasting the impact of different operational decisions.
Use of Technology and Financial Software
The analysis also found that some SMEs use basic financial software or spreadsheets to perform CVP-related calculations. However, only a few had access to more advanced financial planning tools, highlighting a need for improved access to technology and training in financial modeling.
4.5 Test of Hypotheses / Answers to Research Questions
This section provides a summary of answers to the research questions based on the analysis of the primary data collected, as well as informal testing of the study’s hypotheses. Though formal statistical tests (like chi-square or regression) were not applied, logical interpretation of the survey results helps to validate or reject the hypotheses and address the research questions.
Research Question 1:
To what extent does CVP analysis enhance effective management decision-making in manufacturing SMEs?
Answer:
Findings from Section 4.3 show that the majority (76%) of respondents agreed or strongly agreed that CVP analysis enhances effective managerial decision-making. This indicates that CVP analysis plays a significant role in supporting business decisions such as budgeting, forecasting, and pricing. Thus, it can be concluded that CVP analysis greatly enhances effective management decisions in manufacturing SMEs.
Hypothesis 1:
H₀: CVP analysis does not enhance effective management decision-making in manufacturing SMEs.
H₁: CVP analysis enhances effective management decision-making in manufacturing SMEs.
Decision:
Based on the results, we reject the null hypothesis (H₀) and accept the alternative hypothesis (H₁). CVP analysis enhances effective managerial decision-making in SMEs.

Research Question 2:
To what extent does the application of CVP analysis technique influence management decisions in manufacturing SMEs?
Answer:
The results revealed that 76% of the respondents reported using CVP analysis to a great or moderate extent. This shows that the technique significantly influences managerial decisions, particularly in cost control and profit planning.
Hypothesis 2:
H₀: The application of CVP analysis does not significantly influence management decisions in manufacturing SMEs.
H₁: The application of CVP analysis significantly influences management decisions in manufacturing SMEs.
Decision:
Since the data indicates a high level of usage and influence of CVP techniques, we reject the null hypothesis (H₀) and accept the alternative hypothesis (H₁).
Research Question 3:
Does CVP analysis affect management decisions in manufacturing SMEs?
Answer:
As shown in Section 4.3, CVP analysis is widely used in various areas such as pricing, break-even analysis, cost planning, and profit forecasting. This confirms that CVP analysis directly affects and supports critical management decisions in the SMEs studied.
Hypothesis 3:
H₀: CVP analysis has no effect on management decisions in manufacturing SMEs.
H₁: CVP analysis has a significant effect on management decisions in manufacturing SMEs.
Decision:
We reject the null hypothesis (H₀) and accept the alternative hypothesis (H₁), concluding that CVP analysis significantly affects managerial decision-making in manufacturing SMEs.
4.6 Summary of the Findings
This study investigated the impact of Cost-Volume-Profit (CVP) analysis on managerial decision-making in selected manufacturing SMEs in Kwara State, using data collected through structured questionnaires. The analysis and interpretation of responses have led to the following key findings:
The study found that a significant majority of respondents agreed that CVP analysis enhances effective managerial decision-making. Managers and accountants indicated that the use of CVP tools helps in understanding cost behavior, setting appropriate prices, forecasting profits, and planning for various levels of production and sales. This supports the conclusion that CVP analysis plays an important role in strategic and operational decisions.
It was also discovered that CVP analysis is applied to a moderate or great extent in most of the SMEs surveyed. While some respondents reported regular use of CVP techniques, others use them occasionally, especially when making major financial or investment decisions. This suggests that although awareness of CVP is present, the extent of its practical application varies among businesses, often depending on the size of the firm and availability of skilled personnel.
Furthermore, the study revealed that CVP analysis affects various areas of management decisions, especially in pricing, cost control, break-even analysis, and profit planning. The majority of respondents confirmed that CVP analysis provides them with useful insights that guide day-to-day and long-term business decisions.
Overall, the findings indicate that CVP analysis is a valuable tool for managerial decision-making in the manufacturing SME sector, even though challenges such as limited technical knowledge and access to tools still hinder its full application in some firms.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 Summary of Findings
This study examined the impact of Cost-Volume-Profit (CVP) analysis on managerial decision-making in selected manufacturing SMEs in Kwara State. The research was guided by three main objectives: to examine whether CVP analysis enhances effective managerial decision-making, to determine the extent to which its application influences decision-making, and to identify how CVP analysis affects specific managerial decisions in manufacturing SMEs.
Data were collected using structured questionnaires distributed to SME managers and financial officers. The analysis of the responses revealed the following key findings:
A significant proportion of respondents indicated that CVP analysis contributes to effective decision-making, particularly in areas such as pricing, cost control, and profit planning.
The extent of CVP analysis application varied, with many SMEs applying it either frequently or occasionally, indicating a moderate level of adoption among small and medium manufacturing enterprises.
CVP analysis was found to have a direct influence on managerial decisions related to break-even analysis, pricing strategies, production planning, and financial forecasting.
The study also found that while awareness of CVP analysis is relatively high, there are variations in how effectively it is utilized, often due to limitations such as inadequate financial expertise or lack of structured accounting systems.
Overall, the study establishes that CVP analysis is a useful managerial tool that supports strategic and operational decision-making in manufacturing SMEs in Kwara State.
5.2 Conclusion
Based on the findings of this study, it is evident that Cost-Volume-Profit (CVP) analysis plays a vital role in enhancing managerial decision-making in manufacturing SMEs in Kwara State. The research showed that many SME managers are aware of CVP analysis and apply it in making critical decisions such as pricing, cost control, break-even analysis, and profit planning.
The study concludes that CVP analysis enhances the quality and effectiveness of management decisions by providing a clearer understanding of the relationship between cost, volume, and profit. This enables managers to plan operations more efficiently, set appropriate prices, and anticipate the financial impact of different business scenarios.
However, the extent of its usage varies across firms, depending largely on the level of financial literacy, the availability of reliable accounting data, and the size of the business. While CVP analysis is recognized as a beneficial tool, its full potential is not yet fully realized in many SMEs due to these limitations.
Therefore, CVP analysis should be more widely adopted and integrated into regular financial planning and control processes within manufacturing SMEs, as it has been shown to positively influence strategic decision-making and overall business performance.
5.3 Recommendations
Based on the findings of this study, several important recommendations are proposed to strengthen the application of Cost-Volume-Profit (CVP) analysis in managerial decision-making among manufacturing SMEs in Kwara State.
First, there is a need to increase awareness and provide adequate training on CVP analysis for SME owners, managers, and accounting personnel. Building their capacity through workshops and seminars will improve their understanding and enhance effective application of the tool in business decision-making.
In addition, manufacturing SMEs should adopt proper accounting and costing systems to ensure accurate cost data is available for analysis. The absence of reliable financial information can limit the usefulness of CVP analysis, especially in areas such as profit forecasting and break-even evaluation.
It is also recommended that CVP analysis be integrated into the strategic planning process of SMEs. By doing so, managers can make better-informed decisions related to pricing, production levels, and resource allocation, which can significantly improve business performance.
Government agencies, financial institutions, and SME development organizations should provide technical support and training opportunities to help SMEs build competence in financial management. Such support can enable SMEs to make more data-driven and financially sound decisions.
Lastly, the use of technology and basic financial management software should be encouraged among SMEs. This would simplify the process of CVP analysis and allow managers to make timely and efficient decisions based on real-time data.
Through these measures, the adoption and effectiveness of CVP analysis can be greatly improved, leading to stronger decision-making and enhanced performance across manufacturing SMEs.
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