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CHAPTER ONE
1.0	Introduction
1.1	Background to the Study
The value of financial management on small scale business enterprises (SSEs) in any economy cannot be overstated. In Nigeria and other countries, communication and small scale enterprises (SSEs) play vital roles in employment and revenue generation. It also leads to the process of industrialization, sustainable economic growth and development encourages entrepreneurship and employment generation reduces poverty and contributes to the country’s gross domestic product (GDP); introduces innovation and entrepreneurship skills. Small businesses may not have as big resources as larger companies, yet survival is just as critical to economic development.
There are tremendous increases in small and communication-scale businesses in Nigeria such as supermarkets, poultry farming, fish farming, animal feed production, kiosks, computer services, carpentry works, barbing and hairdressing salons, sachet water production, productions of soap, powder, pomade, and detergents, restaurants, drug shops, car wash, and the host of others. One common feature of SSEs is the daily provision of business operations for a long period of time. Most of them usually close work at late times of the day.
The ability of MSE operators/managers to acquire the essential bookkeeping and accounting knowledge may have a significant influence on the growth of the SSEs; and the ability to assess the level of growth made in the business operations. In Nigeria for instance, the Central Bank of Nigeria (CBN) in collaboration with Federal and State Governments through the Bank of Industry, Communication finance banks, Centers for entrepreneurship developments, etc established different training centres for those already in existing businesses as well as those starting up new businesses. Some of the areas mapped out for training are record keeping, financial management, book-keeping and accounting skills, preparation of financial reports, feasibility study, etc. Akande  posit that entrepreneur skills are the qualities or attributes required for an entrepreneur to start and manage a business successfully in a competitive environment. MSE owners/managers must acquire appropriate book-keeping and accounting knowledge or skills to enable growth in their businesses. In a related development, financial management is the practices; Okafor [2001], among others. For SSEs to achieve their objective of growth, acquisition of book-keeping and accounting skills as well as proper financial management practices, etc must be in place.
Inadequate accounting, according to Gohtz as cited in Pavter is one of the top ten causes of small business failure. “You can't run a business if you don't know what's going on with bad numbers or no numbers,” adding that “such a firm is flying blind and it happens all the time.” He further states that one of the challenges of SSEs is the inability to separate business from own properties. This means lack of knowledge to observe the business entity concept which says that every business entity must have a separate existence from its owners.
SSEs are considered as an essential component of the economy in the United Kingdom (UK), however financial sustainability issues lead to a high failure rate. Due to the competitive environment in which SSEs compete in the United Kingdom, they must be constantly aware of both their internal financial situation and the financial components of their overall business backdrop.
Poor management of enterprise funds could constitute a major setback and business failures. The challenge requires the owners of SSEs to employ an accountant, if he is not, for providing basic accounting functions although the former may lack the resources to do so. Apart from providing basic accounting functions such as auditing, tax matters, budgeting, etc, to owners/managers, the accountants in MSE are required to assist in decision making. Book-keeping and accounting knowledge, as well as financial management practices, are two functions of accounting practices that can lead to the growth of an enterprise if properly maintained, and on the order hand, lead to financial loss and business failure if not guided very well.
1.2		Statement of the Problem
Despite the advantages of communication and small scale enterprises in some developing countries like Nigeria, there are challenges to their growth such as lack of accounting knowledge (Amoako 2012); lack of managerial accounting skills, technical skills, and improper decision making [12]; careless or poor financial management readers of this research work, institutions, individuals and corporate enterprises already in existing businesses, and prospective MSE investors in addressing the factors affecting accounting practices to the growth of SSEs.
1.3	Research Question
1. What is the impact of financial management on small scale in business organization?
2. What is the effectiveness of financial management on small scale in business organization? 
3. To what extent is the effectiveness of financial management on small scale in business organization?
1.4	Objectives of the Study
1. To determine the impact of financial right on small scale business 
2. To examine the effectiveness of financial right on small scale business 
3. To assess the relationship between financial management on small scale business 
1.5	Research of Hypothesis
Hoi	Financial management does not have impact on small scale business 
Hi2	Financial management is not effective on small scale business 
Hi3	There is no relationship between financial management and small scale business 
1.6	Significance of the Study
This study is intended to provide information on both prospective and present state of business to interested individual with knowledge in managing the fund available to them to ensure a good and profitable income.
It will also provide a useful material inform of guide to enable business person to jump over those financial horrible/problems. The problems associated with financial management would be known and various remedies or solution to those problems. The study would also aid the area of operation of small scale business in Nigeria.
1.7	Scope of the Study 
The scope of this study encompass on the impact of financial management practices on small scale business enterprises using SMBs operator in Slot Communication Ilorin Kwara State as case study.
Ilorin Municipality is one of the vibrant commercial centers in the
Ilorin region of Kwara State, Nigeria. Though the numbers of enterprises are growing at an accelerated rate; ineffective financial management practices are presumed to persist in the municipality.
This implies that some of the enterprises in Muritala Municipality are not profitable and this might make it difficult for the enterprises to contract credit facilities from financial institutions because the financial institutions will always want to grant credit facilities to profitable enterprises.
1.8	Limitation of the Study
The researcher encountered various limitations during conducting of the study. To begin with, the respondents were reluctant in providing information concerning the financial practices and performance as they are sensitive. The researcher however addressed this by explaining the importance of this study to this business owners and assuring them that the data collected will be used solely for academic purposes. Also, due to time and financial constraints the study was limited to SSBs in Kericho County. This may not be an actual representation of the phenomena in SSBs in other regions. Additionally, study was only limited to three measures of financial practices namely; capital budgeting, working capital management and accounting practice. This may not be the entire financial practices undertaken by the SSBs. Despite this, the researcher ensured the data was collected comprehensively so as to enable generalization of the study’s findings.


1.9	Operational Definitions of Terms
FINANCE: This means the management of the flow of funds in an organization i.e. inflows and outflows. It includes effective obtaining the use of funds, working with cash limit and providing an adequate cash flow. Financial information in an organization is essential to the managers to formulate a sound business policy for the future. Only the actual cost of goods and services offered the amount spent on overhead and the exact revenue of the business control over expenditure is most possible when figures can be examined and requested.
1. Financial Management: It can be defined as the function and responsibility of financial manager. Free Weston (1981) the main functions of financial manager are planning and acquiring the utilizing found in ways that maximizes the entire holder’s wealth.
2. Source: This could be defined as an origin from which something cost; we will have to look at the new sources of finance. In business it refers to organization of funds to business.
3. Capital: This could be defined as the monetary value in the business such as machine, building e.t.c.
Types of Capital
a. Fixed Capital: This is the money for permanent structure e.g. building, machinery e.t.c.
b. Working Capital: This is the money used to carry out the day to day activities of the business e.g. payment of wages and salaries, purchase of raw materials e.t.c.
4. Business: This could be defined as the able provision of all material used in the carrying out of a production. It also entails marketing and distribution of wants.
5. Small Scale Business: There has been a lack uniformly as to what constitute a small business on a rule. Majority of people all over the world tend to apply the term small scale business to services render by our local women. This concept may be accurate enough for general use for most small firms operating on this scale, yet it is not the full meaning of the term. In Nigeria the situation according to the third personal development plan (vol.1p:353) man factoring establishment employing less than the people of whose investment in machinery abide equipment to not exceed 600,000 have been referred to as small scale business. In the credit guideline of Central Bank of Nigeria, those businesses with an annual turnover of or less than half a million Naira.
In Nigeria, the Federal Government Small Scale Business Development (SBDP) defined small scale business as any manufacturing, processing or services industry with a capital investment not exceeding #150,000 in machinery and equipment and employing not more than 50 workers.



















CHAPTER TWO
2.0	Literature Review 
Financial management practices are the standard operating procedures developed by an entity to assist in executing accounting, financial reporting, budgeting and other financial activities (Wolmorans, 2015). They are the activities performed by the accountant and financial officers in budgeting and asset management and control. Every component of the financial practices serves towards supporting the entity policies and mission through the establishment of accountability and providing the instructions needed to complete tasks (Kamande, 2015). The success of most SSBs is attributed to sound financial practices and management of financial resources alongside creative marketing skills and good start-up idea. The presence of adequate initial start-up financing and good accounting system although vital to the development of effective financial management practices, they are only the starting points in the process of having a sound financial system (Marembo, 2013). The implementation of an effective financial practices system enables the business owners to control and maintain budgetary and future financial forecasting capability.
To start with, it would be better to know what is really meant by finance and what management is. Finance would be defined as the ability to purchase things, various things business use in operation. Things like labour, land, materials, all these need to be managed. Management on the other hand entails the acting control. It is getting things done through people for instance we can say that the company has suffered from several years of bad management of financial management.
Most authors and researchers approach the specific areas of financial management in different ways depending upon their emphasis. Walker and Petty as cited by kieu (2004) defined the main areas of financial management including financial planning (cash planning, fixed asset planning, profit planning), investment decision-making, working capital management (cash, receivable and inventory management) and sources of financing (short-term and long-term financing, intermediate financing and going public). A study made in Malaysia by Mohd, et al (2010) identified the components of financial management as financial planning and control, financial accounting, financial analysis, management accounting, capital budgeting and working capital management. Chung & Chuang (2010) classified financial management practice in to the following five specific areas: Capital structure management, working capital management, financial reporting and analysis, capital budgeting and accounting information system. Generally, from the above and other literatures, it is possible to identify four major areas of financial management practices. 
1. Financial Accounting, Reporting and Analysis: these include the nature and purpose of financial records, bookkeeping, cost accounting, and use of computers in financial record keeping, the nature, frequency and purpose of financial reporting, auditing, analysis and interpretation of financial performance. 
2. Working Capital Management: Working capital management involves managing the level and financing of the firm’s investment in current assets, which includes cash, marketable securities, accounts receivable and inventory. It is a strategy focusing on maintaining efficient levels of both components of working capital, current assets and current liabilities, in respect to each other. 
3. Capital budgeting ( Fixed asset) Management: Unlike working capital decision, capital budgeting decision commits funds for a long term capital projects or fixed assets which have an impact on the company’s strategic position. 
4. Financial Planning and Control (Management Accounting): this includes financial objectives and targets, cost-volume-profit analysis, pricing, short term financial budgeting and control, and management of responsibility centers. Chung & Chuang (2010).
2.1	Conceptual Framework 
Universally, the definition of small and medium enterprises varies from country to country. The cataloguing can be based on organizations assets, number of employees, or annual sales. Basically, in Ghana, SME is an enterprise which employs not more than 29 workers with an investment (excluding land, building and vehicles) not exceeding 10 million Ghana cedis (National Board for Small Scale Industries, 2010).
Various classifications have been given to SSBs. SSBs in some literature are classified into three categories which include: micro-employing less than 6 people, very small- employing 6-9 people and small-between 10 and 29 employees. According to the Ghana Statistical Service (GSS), firms with fewer than 10 employees can be classified as SSBs. Paradoxically, the GSS in its national accounts considered companies with up to 9 employees as SSBs (Pieterson, 2012).
Alternately, the National Board for Small Scale Industries (NBSSI) in Ghana combines both the fixed asset and number of employee’s criteria to define SSBs. Thus Micro enterprises are those that employ between 1-5 people with fixed assets not more than 10,000 USD excluding land and building. However, Small enterprises employ between 6 and 29 or with fixed assets not exceeding 100,000 USD, excluding land and building. Those with between 5 and 29 employees were classified as small firms and medium sized firms also had between 30 and 100 employees (Amoako et al, 2012).
The definitions for industrialized countries are given as follows: Large – firms with 500 or more workers; Medium- firms with 100-499 workers and small firms with 99 or less workers (Pieterson, 2012).
Whatever the definition and regardless of the size of the economy, the growth of the SSBs throughout the country is crucial to its economic growth.
2.1.2 Definition of Financial Management
I.M Pandey (2000) “Financial management is that management activities which has a separate activities or discipline”. It is of records origin it was a branch of economics. Until 1890 till today it has now gotten a unique body of knowledge of its own and draws heavily in economics for its theoretical concept. The subject of financial management is of immense in trust to both academician and practicing managers.
In the seventh edition of financial management and policy by James F. Volume, he explain that managers plays a vital  role in modern company development with the growing influence that now extends beyond records, report the firms each assets. Promulgating the best mix of financing and dividing in relation to the overall valuation of firm.
Aminu Nurudeen (1993) stated that financial management refers to those activities that are concern with acquiring funds for firms to those that make use of them. In a nutshell it can be said to mean that controlling and organizing the supply of money.
Financial management can also be defined as the management of funds dealing with planning, allocating, controlling and making decisions on matters relating to finance in order to achieve the stated objectives. It is also concerned with provision and effective utilization of funds.
In financial decision literature, three major decisions are highlighted:
a. Financial decision
b. Investment decision
c. Dividend decision
Pandey (2000) commended that all these areas of decision affects the size, growth, profitability risk of failure and value of the firm.
A. Financial decision:
On this, the control task manager is to determine the production of entity and debt. Pandey explained further that the financial manager must strive hard to obtain the best financing mix optimum capital and risk of shareholders. The use of debt capital affects the return but also the risk.
B. Investment Decision
This relates to the allocation of capital and decision to commit funds to benefits in the future. Investment decision however involves measuring the profitability worthiness of new investment. So decisions however to commit funds on a new investment proposal must be taken under the consideration and careful analysis of the worthiness of such proposals.
1. Effective financial management of small scale business is an ingredient to long term survival of the organization.
2. The type and source affects the profitability of the organization.
3. Lack of proper management of funds or capital by business investors hinders the growth and development of business organization.
4. Effective knowledge of management of funds by small business investors.
2.1.2	Legal Forms of Business
There are more than three forms of business but only three will be discussed in their respects they include sole proprietorship, partnership and cooperative societies. The decision on the type of legal form of ownership for their business is a very vital one as the type of financing that can be raised depends on this. In Nigeria, there are the types of business mentioned above.
Sole Proprietorship
This is one man business normally; the proprietor provides all the initial capital to start the business. He may need to borrow for this purpose. Small businesses are usually small as the owner has a limited capital or fund. Sole proprietorship is common among shop-keepers, small factory owners and some professionals (doctors, accountants, architect surveyors)
The advantages are:-
1. Independent Decision: the owner runs the business the way he likes without outside interference
2. It is the easiest and quickest to initiate: there is little or no cost involved in setting up as long as you can plan on doing business under your own name. However, a business name must be duly registered and a certificate of registration issued by the commission established by the company and allied matter Decree.
3. Tax wise: the income of the business is treated as the personal income tax. It is simple to terminate and close down. For example all you need to do is, liquidate your assets, pay your debt look the door and walk away from it all.
The disadvantages are:-
1. Limited capital: individual usually have limited capital, so growth can be hampered. Attracting more capital for growth expansion may be difficult since banks and other financial institutions may be reluctant to advance fund that will have to be paid back by  a single fragile sole proprietor who can be incapable of managing the business by any eventuality
2. Unlimited personal liability: this is perhaps the most serious drawback to sole proprietorship legally the owner and the businesses are one and the same, therefore all the liability of the enterprise is his.
3. In the event of any death of disability of the proprietor, the business in most cases automatically becomes incapacitated or terminated  
Partnership
It is a form of business organization in which two or more people agree to own and run a business enterprise in common with a view of profit or losses of the business.
There liabilities are also jointed and several (that is one partner can bind the result and be fully liable for firms debt)
A partnership may be formed by minimum of two (2) person maximum of twenty (20) persons. In case of certain professional partnership such as accountants and solicitors, the number of partner may be increased to fifty (50).
In Nigeria as a whole partnership is not population form of business organization due to distrust, efficiency, dishonesty, illiteracy, selfishness e.t.c. partnership have not worked successfully.
Advantages
a. The capital contributions of each partner increase the capital available to the business.
b. A division of duty based on special ability may be effective.
c. It is easy to borrow money because banks have greater confidence in a group of people than one.
d. Partner are taxed individually instead to the business.
e. A minimum legal restriction is required to form a partnership.
Disadvantages 
a. There is unlimited liability of the greater partner.
b. There is the possibility of disagreement because of dividend authority and this can lead to longer time in decision making.
c. It is difficult from partner to withdraw his investment.
d. The death or registration of partner may disrupt the business and as such lead to the dissolution of partnership.
Cooperative Societies
This form of enterprise occurs when group of individual consumer or producer comes together to form an organization to represent them in the market. A cooperative of farmers may develop in order to purchase seeds and fertilizers for group as a whole. In the retail field a cooperative or its members in their form of dividend.
The major sources of fund for cooperative is through shares and subscription from members, levies, registration of new member e.t.c. the value of cooperative share use usually made as low invisible as to be within the reach of the affluent persons in the society. Thus this practice attracts many people to form and join cooperatives therefore look for attractive source that can lend some funds to them to supplement whatever amount of funds that was realized from members the other various common source are financial instructality of government cooperative self programmes and general credits and capital agencies.
2.1.3	Place of Finance in Small Business
A firm strategy for business success is plotted by its top officers and in case of cooperative its board of directors often, this strategy will be reflected in the firm’s balance sheet. Those involved in planning the firm’s strategy follow the structure provided by the balance sheet in answering basic questions.
1. The capital budgeting question: what fixed or long term asset should the firm purchased to produce it product.
2. The capital structure question: how should the firm finance those purchase.
3. The operational or networking capital question: how should the firm manage the inventory, collect payment from customers, pay suppliers and manage its cash accounts.
It is important that the method by which financial decisions are analyzed depend upon the decision maker’s point of view different levels of management treats financial decision in different ways.
The boards of directors or senior managers usually take a long range view of the company and effect of different decision alternatives.
The Role of Financial Analyst
The position of financial analyst in the cooperate and the scope of his or her work are interdependent. The financial analyst must perform these include:
1. Analyst of the company should analyze the company liquidity and supervising its day to day financial operation.
2. The analyst must also contribute to long term project by analyzing the firm capital structure and major investment alternatives.
3. The analyst must complete specific project that self initiated or more commonly requested by others.
4. The financial analyst assists operation management in determining whether to lease or to purchase a specific asset.
5. Dividend decision: this involves the decision of earnings between payments to shareholders and re-investment in the company. Retained earnings is one of the most significant sources of funds for financing growth. A higher dividend rate means less retained earnings and consequently a slower rate of growth in future earnings and share prices.
Relationship of Finance and Other Business Disciplines
Nearly all managers perform various aspect of financial management. This means all managers must develop the skill necessary to apply the principle of finance to their specific functional situations.
Like accounting, finance deals with value and monetary resources of the organization, like marketing, finance is oriented towards future dealings with management strategy and planning issue that together strengthen a firm’s market position. Like economics, finance employs the theory of rational decision making, like quantitative management, finance does use some highly structure models and methods and management finance is concerned with methods of decision making. Strategy implementation and employer incentive and compensation. This integrating feature of discipline of finance creates an inclusive point of view from which to survey the operation of the entire business enterprises.
This central position of finance function attains to gain some useful knowledge regardless of your background or future career plans. A truly successful financial manager must possess a mind of pre conceptions. Individual must be ready to adapt to changing environment and changing information and all techniques a useful decision.
Working Capital Management
The working capital of a business is its investment in the short term asset, cash, short term security, accounts receivable and inventories. Gross working capital is the firm total current assets minus current liability.
Working capital management which encompasses of all aspect of the administration of both current liabilities has two main functions.
a. To adjust to changes in the firm levels of sales activity caused by cyclical and random factor. This function is important because a firm favourable long run prospect many experience severe difficulties and losses carried by adverse short term development.
b. To contribute to maximizing the value of the firm current assets holding. For example should it expanded to the point where management returns on increase are just equal to the cost of capital. Western and Brigam (1981) stated that “The working capital of a business shows the amount of the firm own fund which have been used to finance the current asset and also the extent to which current borrowing have being used for the purpose”.
From the point of view of creditors, the existence of working capital denotes safety margin of current asset over current liabilities which he sees as a pool from which his short term loan to the business can be repaid.
The extent of a satisfactory margin of current asset over current laities depends on the company concerned, the trade and season of the year as well as other factors.
Working capital is often view as the portion of the finance, of the firms which is used to oil the wheel of business.
The funds employed as fixed asset are directly concern with the production of goods which the business sells but the function of working capital in such firms are in a financial constraint as operation are hindered and their growth started by lack of funds to finance extra stock and debtors. Disadvantages of sufficient working capital are as follows. The company is unable to take advantages of new opportunities or adapt to change since it does not have sufficient elbow room.
Working Capital Policy
Every business is expected to have its working capital policy. Working capital policy is concerned with the relationship among types of assets and the way they are financed. One policy called for matching assets and  liabilities maturates and finance current asset with short term debt and fixed asset represents levels of investment, it increase as sales grows.
The second policy question deals with the determinations of level of total current asset held. Current asset vary with sales but the notion of current asset to sales is a policy matter. 
A firm that chooses to operate aggressively will hold relatively small stock of current asset policy that will increase the expected rate of return in investment. However, an aggressively policy also loosing sale because of an excessive tough credit policy both aspect of working capital policy involve risk trade off.
2.2	Theoretical Framework
Configurationally theory underpins this study. According to this theory, organizational performance depends primarily on the interplay between the different parameters. This being the case, relevant internal drivers of working capital performance must be identified and optimized with an integrated approach to match the requirements of the contextual variables. Only if these conditions are fulfilled overall firm performance will reach its maximum. This theory did not specifically underlined managing the components of working capital management, but it addressed that, managing working capital variables that are conceptualized in this study as; cash management, managing inventories and receivables will pave a wary for business specially small and medium enterprises to perform well. High performing companies understand the company and industry specific drivers behind each component of operative working capital and focus on optimizing the most promising ones. During this process, they consider the entire value chain to reveal the root causes of tied up cash and take into account all interdependencies between the respective components. They apply a holistic approach in which they do not randomly reduce costs but consider all trade-offs with costs and capital employed to optimize the company value. By applying the appropriate levels of each component, obstacles that slow cash flow can be removed and overall business performance can be improved (Buchman & Udo, 2011).
Economic growth and development, an increase in the number of corporations and the separation of management and ownership have turned agency problems into one of the most significant challenges of investors. Agency problems arise from the fact that investors are usually either not inclined or incapable of managing the company and thus delegate the responsibility to managers. If both the managers and investors aim to increase personal benefits, and performance control would require certain expenses, then the message conveyed would be that the agent may not be striving to provide returns to investors and to increase his/her wealth (Amir &Aslani, 2005). Thus the recognition and utilization of factors influencing the company‟s performance may be the most important obligation of the investors for evaluating the agent (management) and accordingly the going concern of the economic entity.
2.2.1	Life Cycle Theory
In economy and management theories, life cycles are divided into several stages. According to the life cycle theory, companies display various behavioral patterns throughout different stages of their life cycle; In other words, financial and economic characteristics of a company are influenced by the stage at which the company is going through. Results of past researches indicate that the reaction and response of capital markets to accounting information in various stages of life cycle display significant differences (Anthony, J.H &Ramesh, 1992). Overall, companies follow specific strategies and procedures based on the stage they are in. These are reflected within the financial information of a company and may have significant relationships with selecting the appropriate strategy. In other words, specific economic conditions in each stage of the life cycle may enable managers to select a working capital strategy that is a function of that same condition. Thus, in financial literature, the life cycle is expected to influence the level and type of relationship between working capital strategies and performance.
2.2.2		Agency Cost Theory
This is a theory concerning the relationship between the principal (shareholders) and the agent of the principal (company‟s managers). This suggests that the firm can be viewed as a nexus of contracts (loosely defined) between resource holders. An agency relationship arises whenever one or more individual, called principals, hire one or more other individuals, called agents, to perform some service and then delegate decision- making authority to the agents (LawalBabatunde, A. etal 2014).The agency theory concept was initially developed by (Berleand Means 1932, cited in LawalBabatunde, A. etal 2014), who argued that due to a continuous dilution of equity ownership of large corporations, ownership and control become more separated.
2.2.3	Financial Management Theory 
A careful financial management of working capital is more vital in small and medium enterprises than it is for large organizations particularly as they are not likely to have access to financial expertise like the large enterprises. The importance of efficient financial management is not new to the finance literature (Agyei –Mensah, 2012).
Financial management is one of several functional areas of management, but it is central to the success of any small business. Broadly, financial management is the management of finances of a business to achieve the financial objectives of the business. Basically, financial management is based on mobilizing and using sources of funds (Abanis et al, 2013).
Financial management is also concerned with raising the funds needed to finance the enterprise’s assets and activities, the allocation of theses scares funds between competing uses, and with ensuring that the funds are used effectively and efficiently in achieving the enterprise’s goal are all part of the process (Abanis et al, 2013).
A company must be able to generate sufficient cash to be able to meet its immediate obligation and therefore continue trading. Inadequate financial management decisions and accounting information have been referenced consistently as causes of small and medium enterprises failure (Adjei- Sarpong, 2012).
The critical issue of financial management practices in the SSBs sector has long attracted the attention of researchers. Depending on different objectives, researchers emphasize different aspects of financial management practices. The concept has been summarized in Australia, the UK and the USA among others (Abanis et al, 2013).
In their review on the context of financial management practices, the following areas were emphasized, namely: financial decisions, investment decisions and accounting information systems. However, these previous researchers though looked at financial management practices; they did not include paramount key areas like working capital management practices which included accounts receivable, inventory, cash management and accounts payable management (Abanis et al, 2013).
2.3	Empirical Review
Impact of financial management practices on the profitability was pointed out in previous studies. Profitability of the concern purely depends on the effectiveness and proper utilization of funds by the business concern. Financial management helps to improve the profitability position of the concern with the help of strongly financial control devices such as budgetary control, ratio analysis and cost volume profit analysis (Paramasivan et al, 2009). Gabrielsson, Sasi and Darling (2004) revealed that the finance strategy selections and finance management capabilities are shown to influence the advancement of rapidly growing SSBs along the globalization process. As studying on small business financial management practices, Mcmahon and Holmes (1991) point out that financial management is crucial to the profitability, survival and well-being of small enterprises. Additionally, in the study about the financial management practices and profitability in SSBs, Kieu (2004) indicates that SME profitability is positively related to the efficiency of principal components of financial management practices. The more efficient financial management practices, the higher profitability. By raising the efficiency of financial management practices, SSBs can improve their profitability.
Other empirical reviews have said about the relationships between financial management and SME profitability based on the literature by reviewing findings that were investigated by previous researchers. Unfortunately, these findings are not clear because most previous researchers only focus on examining and describing financial management practices and financial characteristics but do not focus on examining the impact of financial management practices on SME profitability. Concerned with the relationships between working capital management practices and SME profitability, only Burns and Walker (1991) provide some relevant findings as follows: Profitable firms reviewed their working capital policies on monthly and quarterly bases; Profitable firms used an ROI (return on investment) criterion in looking at changes in the management of certain working capital components; Profitable firms always or sometimes take discounts on payables whereas aggressive firms and those with written working capital policies were net users of trade credit.
Some theoretical researchers do indicate the relationships between financial management and profitability. For example, Van Horne (1986) indicated the relationship between liquidity and profitability; The greater the relative proportion of liquid assets, the less risk of running out of cash profitability unfortunately, also will be less resolution of the trade-off between risk and profitability with respect to these decisions depends upon the risk preferences of management.
2.3.1	Capital Budgeting and Financial Performance
The cash budget entails a plan that outlines the expected cash receipt and cash payments. It is thus used to show the current financial position of the organization at a particular time (Marfo- Yiadom, 2002). The budget aids to ensure that there is sufficient funds so as to meet the operational levels that are required by the budgets. The process of budgeting includes the initial investing screening and selection that are preceded by an estimated cash flow. This aids the managers in planning of investments and borrowing which facilitate the expenditure control. Proper budgeting acts as a tool to boost the organizational performance through providing a guideline on how the activities are conducted.
Nguyen (2014), accessed the relationship that existed between financial management practices and returns of SSBs in Australia. The study adopted an exploratory design in obtaining information pertaining to the study. The study established that most SSBs evaluate and review their capital projects prior to making any investment decisions. The study further found that though the SSBs highly regarded their fixed asset management’s, they still had insufficient knowledge. The study however focused entirely on the asset management practices without considering other practices that may be present. This current study addressed other financial management practices employed by the SSBs including working capital management and sources of finances.
Atieno, (2013) investigated the financial planning practices adopted by SSBs operating at CBD of Nairobi. The study found that most SSBs practised financial planning practises by such as periodical budget estimations, activity-based budgeting and financial analysis. Hence implying that financial planning practices had positive impacts on the performance of the SSBs good maintenance of capital, managing risks, increased the efficiency of operations. The current study also confirmed the similar positive relationship on the SSBs in Kericho County.
2.3.2	Financing Practices and the Financial Performance on Small Scale Business 
Turyahebwa et al, (2013) investigated the relationship that existed between financial management practices and the performance of SSBs situated in western Uganda. The study employed the positivist approach using both correlation and cross sectional research designs. The study found out that financial management accounted for a huge proportion of the organization’s performance. Though the study affirmed that the financial management practices, it was not able to determine the relationship that existed. This current study investigated the relationship that exists and established a significant positive effect.
Waweru and Ngugi, (2014) conducted a study on the impact that financial management practices have on the performance of firms. The study used questionnaires in the data collection and random sampling was used in the data collection. Content analysis was employed to analyse the qualitative data. The study found out that financial innovations influence the performance of Micro and Small Enterprises in Kenya to a very great extent. On the contrary, the other variables had minimal impact on how the SSBs performed, thus indicating inconsistency in the study’s findings. The current addressed this though establishing the exact relationship that exists between the research variables.
Momanyi and Njiru, (2016) conducted a study on the influence of financial risk identification on the SACCOs returns. The study used the descriptive research design with the population of the study being all the employees of the SACCOs. Data was collected using both primary and secondary means and analysed using SPSS Version 21. The study established that all the SACCOs adopted financial risk management practices so as to mitigate any risks. The current study confirmed the same relationship in the SSBs of Kericho country investigated.
Kambi and Ali, (2016) investigated the effects of financial risk management on the bank performances at the NSE. The study employed the descriptive research design with a census approach being used for the study. The study established that all the banks had put in place financial risk management practices. The study however was not able to determine the influence that the financial risk management practices had on the performance. This current study addressed this and established a significant positive effect.
2.3.3	Working Capital Management and the Financial Performance in Small Scale Business 
Working capital management refers to the monitoring of the capital available for working and short term finances (Garrison, 1999). It entails the management of the corporate funds so as to increase the interest earned through the maximization of investments and reduction of the interests. This aims to ensure that the organization is able to effectively continue with its operations while having sufficient flow of cash for both short term and future operation expenses. Effective cash management thus ensures the timely provision of cash resources necessary to support the company’s operations.
Hamza et al, (2015) investigated the cash management practices and performance of SSBs in Northern Region of Ghana. The study employed the descriptive cross sectional survey that allowed the collection of primary quantitative data by the use of structure questionnaires. The study found that the cash management efficiency had a positive impact in ensuring that the SSBs were successful. The study was however compared in an international setting and thus cannot be compared locally. The current study addressed this through providing local empirical evidence from Kericho County.
Oluoch, (2016) conducted a study on the impact of cash management practice on the returns of the SSBs. The study was guided mainly by the liquidity theories and hold that the cash management practices have a positive influence on the performance. The study took place in Eldoret CBD with the data being collected using questionnaires to the sampled respondents. Both descriptive and inferential statistics were used in the data analysis. The study found out that the cash management practices had a significant positive impact on the performance. This study ascertained the same positive relationship on the SSBs in Kericho.
2.3.4	Firm Size and Financial Performance
The empirical relationship between the size of the firm, structure and profitability has established that the size has a positive influence on the profitability. Whereby, the rate of profit is directly linked to the rate of concentration and the ratio of marginal control (Collins & Preston, 2009). The positive correlation is brought about by the influence it has on the implementation of better strategies and differentiations that translate to increased efficiency. Further studies also suggest that the larger firms are able to leverage their economies of scale (Montgomer, 2010; Sidhu and Bhatia, 2008).
The larger firms are thus able to produce the similar goods but at a cheaper price as they have accumulated more experience and are able to effectively spread their fixed costs. As pertaining to the marketing power, the larger firms are able to attract more premium profits due to the significant influence on the industry. They are thus able to bargain better for more conducive factor costs hence easily determining the quality and price of the goods. Therefore, through quality management, the firms are able to achieve their goals both in market share value and profit.






























CHAPTER THREE
RESEARCH METHODOLOGY
3.2 Research Design
This chapter shall discuss the data collection methods. The population study in this chapter is an attempt to determine the procedure used in conducting the research work. The procedures are to enable the examination of the research questions. The obligation of the study is to investigate the financial management of small scale business in Kwara State with particular reference to slot communication.
3.2	Source of Data Collection
The modes of data collection in this research work is through primary and secondary source of data to set up information 
The Primary Source of Data Collection 
The primary source of data collection is that information gathered from the following sources.
a. Questionnaire: it is self administered stand point of respondent it is called interviewing by mail because it contain worded question and instruction. Therefore, questionnaire is the process by which series of questionnaire systematically drawn and distributed to individual person who answered and return each to the research 
b. Interview: An interview is the most popular method of collecting primary information. It provides information quickly, this produced much satisfactory result than questionnaires from any unknown sources especially in societies, through interview that makes from individual, it makes researches work more details.
c. Observation: the information used in research work was also gathered through observation which includes, watching viewing information from monitoring behaviors and non-behavior 
Secondary Source of Data Collection
	 The secondary sources of data are these data that are obtained from other sources like magazine, newspaper, lecture note, textbook internet and news.
3.3	Population of The Study
Although the population frame for study including the number of purchase, sales and accounting section. The managing director of slot communication Ilorin, Kwara State was also interviewed.
The populated was used including the workers because they were assured to be experience in the financial activities of the organization, this was to ensure accuracy of data and hence reliability of result.
3.4	Sample Size and Sampling Techniques 
The sample of six numbers of staff of the establishment was chosen vis: two (2) members of sales section, one (1) member of accounting section the chief accountant. One (1) secretary and one (1) member from purchasing section is not excluded from the sample.
3.5	Research Instrument
	Questionnaire was used in data gathering and collect the questionnaire was divided into two sections.
SECTION A: Covered personal demographic data of the respondents while 
SECTION B: Covered data relating to the variable being studied that is investment decision (dependent variable) and financial statement (independent variable).
3.6	Method of Data Analyses 
The data was first cleaned so as to avoid any discrepancies before being analyzed. The data was then coded and input into the computer. The data was then categorized and thereafter summarized using descriptive measures such as frequencies, percentages, means and inferential statistics. Tables and graphs were used for presentation of findings. Correlation Analysis was used to determine the relationship between the variables. To achieve this, data was coded and analyzed by Statistical Package for Social Science (SPSS Version 20.0) program. 

3.7	Model Specification 
This is the mathematical relationships that exist between the department and the independent variable and the model for the parameter of the function.
This model is specifically based on the following functional relationship which can be implicitly stated as follows.
Model.
G.D.P = f(VAT,UNE,IFL, GEP)
The equation is explicitly transformed into the following.
G.D.P =BO+B, VAT B2 UNE+ B3, IFL+B4 GEP+et
Where
G .D. P = Gross domestic product
V .A .T = Value Added Tax
U.N.E= Unemployment
I.F.L = Inflation Rate        
G.E.P = Government Expenditure
Constant B0 B1 B2 B3
B1 B2 B3 B4 = Parameter to be estimated
et = The error term.










CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1	Introduction
This chapter represents the analysis of data in response to primary data collected from the annual report and audited financial statement of randomly selected for the business enterprises in slot communication.  
4.2	Demographic Characteristic of Respondents 
This consist of the views of respondents of the questionnaire are analyzed and interpreted accordingly. Eleven (11) questionnaires are prepared and distributed to the respondents who are the employees of all management levels in the organization (slot organization)
However all questionnaire were successfully returned by respondent for the analysis of their views. The views of the respondent are analyzed using the sample percentage source and carefully interpreted accordingly.
 Table 1: Age Distribution
	Alternatives
	Responses
	Percentage

	20-30
	7
	64

	31-40
	3
	27

	41-50
	1
	9

	51 and above
	-
	-

	Total
	11
	100


Source: Field Survey 2025
Sixty four percent of the employees age fall between age 20-30 while age 30-40 accounted for twenty seven percent and age 41-50 form the lowest percentage which is nine percent.
Table 2: Sex
	Alternatives
	Responses
	Percentage

	Male
	4
	36

	Female
	7
	64

	Total
	11
	100


Source: Field Survey 2025
The female took higher percentage than the men in the organization.

Table 3: Marital Status
	Alternatives
	Responses
	Percentage

	Single
	5
	45

	Married
	6
	55

	Divorced
	-
	-

	Total
	11
	100


Source: Field Survey 2025
Only single and married are respondent there is no account for divorce and the married carries the majority.
Table 4: Education Background
	Alternatives
	Responses
	Percentage

	MBA
	-
	-

	HND/Bsc
	2
	18.1

	ND/A level
	4
	36.4

	SSCE
	5
	45.5

	Total
	11 
	100


Source: Field Survey 2025
Forty five point five percent (45.5%) of the working are with ordinary level certificate while the remaining carries higher qualification.
Table 5: Length of Service
	Alternatives
	Responses
	Percentage

	1-4 years
	5
	45.5

	5-9 years
	5
	45.5

	10 and above
	1
	9

	Total
	11
	100


Source: Field Survey 2025
The percentages of people who work at a longer year tend to be of low response.
Table 6: Organization Department
	Alternatives
	Responses
	Percentage

	Purchasing department
	3
	30

	Sales department
	6
	50

	Accounting department
	2
	20

	Managing department
	-
	-

	Total
	11
	100


Source: Field Survey 2025
The organization department are four the sales department has the highest percentage.
Table 7: Can Effective Management of the Company Aids The Survival Of The Organization?
	Alternatives
	Responses
	Percentage

	Yes
	10
	91

	No
	1
	9

	Total
	11
	100


Source: Field Survey 2025
In response to this question, ninety one percent agreed that the effective management could aids the survival while nine percent disagreed.
Table 8: How Essential Is the Production Estimate for Budget to the Effective Management of the Company?
	Alternatives
	Responses
	Percentage

	Highly essential
	6
	55

	Moderately essential
	5
	45

	Not essential
	-
	-

	Total
	11
	100


Source: Field Survey 2025
Highly effective is the highest response in this question with response of fifty-five percent.
Table 9: What Are The Major Source of Fund of the Organization?
	Alternatives
	Responses
	Percentage

	Personal savings
	9
	82

	Bank loan
	2
	18

	Share capital 
	-
	-

	Total
	11
	100


Source: Field Survey 2025
82% of the response said the business is funded from personal savings while the remaining 18% said is bank loan



Table 10: How Favorable Is the Flow From These Source Affect the Operation Of Organization?
	Alternatives
	Responses
	Percentage

	Highly favourable
	3
	27

	Moderately favourable
	8
	73

	Unfavourable
	-
	-

	Total
	11
	100


Source: Field Survey 2025
27% of the respondent said cash flow from these source is moderately favourable while 73% of the respondent said it was highly respondent.
Table 11: Can The Organization Boast Of A Regular Favorable Profitability?
	Alternatives
	Responses
	Percentage

	Yes
	4
	36

	No
	7
	64

	Total
	11
	100


Source: Field Survey 2025
Four people gave positive response while the remaining seven gave negative response.
Table 12: What Factor(S) Do You Think Majorly Affect One Level Of Profitability Of The Organization?
	Alternatives
	Responses
	Percentage

	Internal uncontrollable factor
	5
	45

	External uncontrollable factor
	6
	55

	Total
	11
	100


Source: Field Survey 2025
Forty-five percent agreed that internal factor affect the level of profitability while fifty-five percent agreed that it was external factor
Table 13: Do You Agree That The Survival Of The Organization Largely Depend On The Effective Control And Availability Of Funds?
	Alternatives
	Responses
	Percentage

	Agreed
	8
	73

	Disagreed
	3
	7

	Unspecified
	-
	-

	Total
	11
	100


Source: Field Survey 2025
Table 14: Can Production Estimate Or Budget Help In Eliminating Mismanagement Of Fund In The Organization?
	Alternatives
	Responses
	Percentage

	Yes
	11
	100

	No
	-
	-

	Total
	11
	100


Source: Field Survey 2025
To the above question 100% responded yes
Table 15: Capital Resources is No Doubt the Livewire Which the Organization Used?
	Alternatives
	Responses
	Percentage

	Agreed
	9
	82

	Disagreed
	1
	9

	Undecided
	1
	9

	Total
	11
	100


Source: Field Survey 2025
82% respondent agreed, 9% disagreed while 9% is undecided
Table 16: How Will You Rate the Impact Of Proper Accounting Record As A Way of Eliminating Management Of Fund In The Organization?
	Alternatives
	Responses
	Percentage

	Very high 
	6
	55

	High
	1
	9

	Average
	4
	36

	Total
	11
	100


Source: Field Survey 2025
The response to very high is 6 people. To high is one person while the response to averagely is 4 people.

Table 17: Do You Agree That Owners Needs to Display A Sound Knowledge Of Financial Management in Their Activities?
	Alternatives
	Responses
	Percentage

	Yes
	11
	100

	No
	-
	-

	Total
	11
	100


Source: Field Survey 2025
All the people responded positively to the above question.
4.3	Statistical Result
A number of statistical procedures are for this process it cover a wide range of techniques from simple procedure (calculation of means , standard deviation, range and other to complex and more sophistical method such as, T-test, Anova, Chi square, and other large figure, which will be death during the process could really get the research bogged down. Thus, in order to eliminate these cumbersome arithmetic operators, technology has made the used of calculator and computer package for special statistical analysis possible. The central focus of analysis is usually to test the hypothesis and address the research questions 
4.4	Testing Of Hypothesis
	Hi the financial statement of a company have a significant o investment decision. 
Positive 		    Response 
Negative Response 
               X
Question 1, 		   36			Y
Question 2, 		   35			3   
Question 3, 		   38			1


			   109			8
    Pearson Method 
R = ∑ x y - ∑ x ∑ y      


      Ne x 2 = (∑x)2 (N∑y2) (∑y)2

	= 3x286-872					858-872




             3x3965 – (118.81) (3x26)-64       		 11895-1181

        
   B
R
Accept Hi and reject Ho from the result obtained we would see that there is a significant impact on financial statement on investment decision. Therefore, the will hypothesis is rejected. 
	Reject Ho. Financial statement have no significant impact on investment decision    
Hypothesis 1
	X
	Y
	X2
	Y2
	XY2

	34
	5
	115
	25
	170

	30
	9
	900
	81
	270

	35
	4
	1225
	16
	140

	99
	18
	9801
	324
	1782


Source: field survey 2020
        R = 1740-1782



	(9843-9801) (366-324) = (42-42)
  


            N42	      = 42   




	42	       6.48


R = 6.48 is greater than 0.71
Therefore accept Hi and reject Ho
The liquidity of a company has no significant impact on return on investment.
Hypothesis 2
Hi the probability level of company has in significant impact on rate of returns on investment.
	Question 
	Positive response 
	Negative response 
	X2
	Y2
	XY

	1
	25
	14
	625
	196
	350

	2
	32
	7
	1024
	49
	224

	3
	38
	1
	1444
	1
	38

	4
	10
	29
	100
	841
	290

	5
	37
	4
	1369
	16
	148

	
	142
	55
	4562
	1103
	1050


Source: field survey 2020
	



R = 5, 1050-142x55
	(2164) – (5515-3025)
      



            = 5250-7810
        (22810) – 20164) (5515-3025)
       

 Test of significant 	
     
     =5250-7810


        2646-2490
       
     = 2560


         65888540
        +2560-0.99
          
                  2.567
            1            =              1        =   1




            N-1		                 4              2


0.5 since R is greater than 0.05 accept = Hi and Ho the profitability level of a company has no significant impact on the rate return on investment.




4.5	Summary of Findings
From the result obtained on data analysis, it was discovered that the financial statement have a significant impact on investment decision.
a. The liquidity level of a company influence the return to be received on investment.
b. The profitability level of a company influence rate of return as investment.   





CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.4 Summary
The firm slot Communications enterprises finances both internally and externally. This is a relative mix of capital equity and loan capital in the company’s capital structure. The main source of fund usually employed by the company includes entrepreneur’s personal savings, funds from relatives, retained profit and short term loan from thrift and co operative society.
The funds available to the company from different sources are usually for the initial investment and increase the fixed assets to liquidate l long term liabilities, increase current asset and decrease current liabilities.
The examination of all the source of finance employed by the company further revealed that the company has been essentially for the fund of the proprietor. In fact, there is a relative mix of the proprietor’s fund and debt (i.e. loan capital) in the company capital structure. The company has not faced any incidence of misinterpretation or embezzlement of fund since it started operation, it has not faced with shortage personnel. The problems identified confronting the companies are as follows:
Difficulty in accurate cash flow projection.
· Lack of adequate capital from internal and external source.
· Inconsistency of government financial aids and assistance
There are striking difficulties in accurate flow projection for the company due to the global economy recession warranting constant changes in government policies fiscal and monetary policies.
The problems of inadequate capital as been confronting the company for more than five years and this has brought increase in seeking for funds in financial institution, the proprietor of the company under the study of Mrs. Kolapo complained of shortage of capital due to the unwillingness of commercial bank to grant loan to them because the bank inability to provide adequate collateral security for loans.
There is also the lack of government aids assistance through the government agents and banks such as Nigeria Development Bank 9NIDB0 and Nigeria Directorate of Employment (NDE) and others, instead they concentrate on commercial banks and credit societies for funds.
Low level of production is also varying significance in the company. Under the study the company feels satisfied with the little or no increase in demand for the product and services; this also brings low income and thereby affects the retained of the company.
5.5 Conclusion
There are sources of finance employed by a company influences greatly the profitability of the company excessive financing by debt makes a company to pay more interest to the creditor thereby reducing the profit which would have accrued to the firm.
If a company is financed by debt, it runs the risk of premature liquidation arising from its inability to meet the obligation with the creditors.
It is important for small scale business as it is to medium scale firms to clearly identify their needs for finance. They must ensure that their requested term is consistent.
The fact that the company is heavily financed by debt does not debar it for making profit so far it can manage it very well. No matter how efficiently a company may be managed, there will always be some financial problems facing it during economic depression. These problems vary from company to company and all times from year to year.
These problems may include inadequate capital difficulties in securing funds from creditor’s difficulties in accurate cash needs projecting or prediction, low level of promotion, changing in government policies, political instability and global economic recession.
More so cash management is becoming more efficient in small scale industries, for examples: slot communication enterprise has not witness fraud, embezzlement of fund, misappropriation and theft of cash since it started operation.


5.6 Recommendations
The recommendation aimed at helping the company slot Communication enterprises to scale some of the financial problems, thereby improving on its performance and to enable the Nigeria government to know in what areas and how to assist the company and others in general therefore this recommendation are directed to 
1. The Company
2. The Government
The Company
a. Source of funds: A good manager or entrepreneur would be expected to make into consideration various factors that would assist him in deciding whether to borrow or not and from which source. Generally some of these factors to be considered are loan/credit purpose, the nature of the business and the security collateral which must be provided.
b. Accurate cash need projection or prediction: To overcome the difficulty in accuracy cash needs projection, the financial manager must constantly be at alert of current development in the field of economic, account and finance, so the financial section of the company must constantly be supplied with the newspapers, journal, modern textbook relevant to the fields as well as regular training and sending personnel to seminars, consideration must be given to changing economy situation in government policies.
c. Provision of information that ensure access of fund.
d. Promotion: The promotion is part of the marketing activities which an entrepreneur must consider. Both the product services promotion are the company promotion and essential. If promotion id done by the company, it will increase the demand of the company’s product and services and also increase it cash flows.
The Government
a. Facilitating source of raw materials and the manufacture of spare parts locally and accelerate the completion and full take off the chemical industry, the non-rolling halls and machine tools industry in slot of small scale business in Nigeria.
b. Provision of land for expansion: To develop small business suitable land for the establishment of small business as well as their expansion.
c. Protection of indigenous small business: The federal government should help to protect the indigenous small business commercially and legally by putting heavy tax on the importation of similar products produced by the indigenous small business and industries.
The financial managers and entrepreneur should try to be informative about financial assistance from the government into funding their business. They can seek for financial aids from the government agencies and banks apart from the commercial banks, the door to this assistance are also the opened as such banks as Nigeria Industrial Development Bank (NIDB), Nigeria Economy Reconstruction Fund (NEFRUND) and others.
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