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Introduction 
Background to the Study 

he importance of financial management in business 

organisations cannot be underestimated. Financial 

management is the task of obtaining and efficiently 

employing the finances required for an enterprise's day-to-day 

operation. It covers the functions that ensure financial 

resources are obtained and effectively used to accomplish 

organisational goals (Oye, 2014). Financial management 

enables organisations to attain set goals and objectives; it 

increases the business's value, profitability and encourages 

savings. The task of managing the finances of a business is one 

of the essential functions of business owners or managers of 

the business. Every decision taken on the business has a 

consequential effect on the business, as such, business owners 

should participate in the evaluation of the financing decision, 

investment decision and other core financial decisions taken on 

the business. Financial management practices include studying 

organisational fund investments in accordance with the 

optimal portfolio for the organisation's general market 

valuation. Financial management strategy comprises 

controlling and planning a company's financial resources and 

activity to achieve the enterprise's overall goals (Yusufu, 2021).  
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Financial management practices are crucial prerequisites for the growth, profitability and 

entrepreneurship of small and medium firms (Adegbie & Alawode, 2020). 
Small and medium enterprises (SMEs) are businesses with less than 50 employees. Small 

and medium-scale businesses (SMEs) are essential to most economies, especially 

developing nations. Small and medium businesses (SMEs) are essential to the growth of 

any economy because they have the enormous capacity to create jobs, advance local 

technology, diversify output, foster homegrown entrepreneurship, and advanced 

integration with large firms. Small and medium enterprises play crucial roles through 

innovation and the creation of production of goods and services, which drive economic 

growth (Okafor, 2012). In developing countries with high unemployment and poverty 

rates, small and medium-scale enterprises absorb many unemployed youths. Small and 

medium enterprises could ease the unemployment problem because the capital to set up 

this type of business may not be huge and may be sourced from cash from friends and 

family. The government, banks and finance houses are also making frantic efforts to make 

credit available to entrepreneurs who may wish to undertake small businesses.  

Small and medium enterprises have about 90% of the businesses and generate about 50% 

of employment in the world. The formal small and medium entrepreneur contributions to 

the gross domestic product are about 40%, and their contributions get higher when the 

informal SMEs are involved (World Bank, 2021). Small and medium businesses (SMEs) are 

crucial to expanding the global economy. Small and medium enterprises (SMEs) deliver 

goods and services to consumers, contribute to economic growth, encourage 

the study is 175 from which 121 respondents were selected using simple random sampling 

technique. Data obtained for the purpose of the study were analysed with frequency 

distribution table and Chi-square (X2) statistical technique. The study discovered that 

financing and investment decisions have significant effects on the growth of small and 

medium enterprises in Ondo State. Also, cash and credit management have significant 

effect on the growth of small and medium enterprises in Ondo State. The study therefore 

recommended that small and medium enterprises in Ondo State should employ qualified 

finance managers with special skills on the effective use of capital budgeting techniques 

in making the best choice of investment with high rate of return and low risk. It is also 

recommended that small and medium enterprises should establish optimum credit 

policies with well-spelt credit terms and collection policy to reduce credit risk. 

 

Keywords: Financing decision, Investment decision, Capital budgeting, Credit risk, Credit 

policies 
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industrialisation, improve managers' skills, increase national wealth, intensify rivalry 

among competitors and heat the market environment, and most importantly, create new 

jobs, 

There are obstacles to SMEs performing well in Africa, such as a lack of capital investment, 

infrastructure, education and training systems, stringent regulations, general deficiencies 

in skill acquisition, constrained financial managerial capabilities, and difficulty utilising 

technology, which results in low productivity. The primary challenge to the growth of the 

small and medium enterprises includes lack of debt and equity financing, excessive 

borrowing costs and restrictive interest rates (Abor & Quartey, 2010). Likewise, small and 

medium businesses in Nigeria are faced with many challenges ranging from funding to 

adequate monitoring of the business. Most of these small businesses are planning to exist 

as a going concern but suddenly wind up before they breaks-even. Also, some of the 

contributing factors to SMEs' failure include the non-application of best financial 

management techniques and insufficient financial management expertise (Akande, 2011; 

Adeniran & Johnston, 2012). One of the causes of small business failures in Nigeria has 

been cited as negligent or poor financial management practices (Berryman, 1983; 

McMahon & Holmes, 1991).  

The Ministry of Industry, Trade and Investment reiterated that the contribution of small 

and medium enterprises to the gross domestic product is 48.5% and that over 37.07 million 

micro, small and medium-scale enterprises offered more than 84% of jobs in the country 

(Bassey, 2016). In ten years, from 2012 to 2021, commercial bank loans to small-scale 

enterprises in Nigeria were N380.87 billion (CBN, 2021), aside from other funds made 

available to small and medium businesses in the country. The Federal government also 

established many parastatals, research institutes, regulatory agencies and financial 

institutions to support small and medium enterprises. Some of these agencies are the 

Bank of Industry Limited, Ministry of Industry, Trade and Investment, Raw materials 

Research and Development Council, the Standards Organisation of Nigeria, Small and 

Medium Enterprises Development Agency of Nigeria (SMEDAN), Federal Institute of 

Industrial Research, the Central Bank of Nigeria, National Economic Reconstruction Fund 

and the Nigerian Export Promotion Council.  

Small and medium enterprises in Ondo State benefit immensely from the support 

provided by the Federal government. Also, the Ondo State Entrepreneurship Agency 

(ONDEA) did share empowerment grants, such as laptops, pumping machines, industrial 

sewing machines, block-making machines and industrial ovens, to entrepreneurs in the 

state to boost their business (Babalola, 2022). The state government also approved 

registering 1,000 new small businesses with the Corporate Affairs Corporation 

(Onyegbula, 2022). The Entrepreneurship Development Training (EDT) program is one of 

a few initiatives the Ondo State Government started through its established agency, and 
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3,495 business people received training in 2021. The agency provided successful 

participants with the necessary support in the form of tools and equipment for their 

businesses as a follow-up to the program (Nnah, 2022). In the same vein, the Ondo State 

Government in Nigeria also made concerted efforts to provide similar support for the 

small and medium enterprises in the state. 

One would begin to imagine that despite all the vast support from the government, most 

small and medium enterprises in Ondo State still strive to break even and some do not. 

Also, despite the contributions of small and medium enterprises, the Ondo State 

unemployment rate as of 2020 was still 17.09% (World Data Atlas, 2022). The big question 

is why the small and medium enterprises cease to operate after a while and why do we 

have most of them only struggling to survive. One of the challenges hindering 

entrepreneurs from having access to loans, grants, and other types of financial support 

for their business is a lack of knowledge in the management of the business and a lack of 

proper business structure. Many businesses have closed shops for these reasons 

(Onyegbula, 2022). Therefore, there is a need to research the effects of financial 

management practices on the performance of small and medium enterprises in Ondo 

State. Efforts should be channelled towards evaluating how well small and medium 

enterprises adopt financial management practices. 

 

Objectives of the Study 

The main objective of this study is to examine the financial management practices and 

growth of micro, small and medium-scale enterprises (SMEs) in Ondo State, Nigeria. Other 

specific objectives are: 

i. to determine if financing decision has significant effect on the growth of small and 

medium enterprises in Ondo State.  

ii.  to determine if investment decision significantly affect the growth of small and 

medium enterprises in Ondo State.  

iii.  to ascertain if cash and credit management have significant effect on the growth of 

small and medium enterprises in Ondo State. 

 

LITERATURE REVIEW 

Conceptual Review  

Small and Medium Enterprises in Ondo State  

Ondo State is one of the States in the Southern part of Nigeria, which was created on 3rd 

February 1976. Ondo State lies between Kwara State and Kogi State on the north, Osun 

State and Ogun State on the west, Edo State on the east and Delta State on the southeast. 

Ondo State has a vast potential that could turn its fortune around. These diverse 

resources range from mineral resources to agriculture. Ondo State is also rich in crude oil, 
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bitumen and other cash crops. Ondo State is famous for producing cocoa and other crops 

such as yam, maize, cassava, and vegetables. The state government has implemented 

several policies to change the narrative of the State from a civil-service-driven economy 

to an industrial State. Most of these policies embrace the development of micro, small 

and medium enterprises targeted at reducing the unemployment rate in the State. 

The present government established the Office of Innovation and Partnership to support 

small business owners in Ondo State. This office has empowered many youths in the State 

toward self-sustenance, identified the needs of small business owners in Ondo State, built 

capacities, provided a conducive business environment, and eventually created jobs for 

the teeming unemployed youths in the State. These efforts have brought the number of 

small and medium enterprises in Ondo State to 175 (ODBPP, 2021). 

 

Financial management practices  

Financial management involves the strategic planning, organising, directing, and 

controlling an organisation's financial resources to accomplish the organisational goal. 

Shah (2015) defined financial management as the planning and controlling a firm's 

finances to ensure robust, good and healthy financial performance. Financial 

management involves the application of accounting knowledge, economic models, 

mathematical rules, systems analysis and behavioural science for the specific purpose of 

assisting management in its functions of financial planning and control (Oye, 2014). 

Financial management includes decisions about dividends, investments, earnings, and 

short and long-term finances (Akintoye, 2008). In order to effectively manage the 

finances of small and medium enterprises, small firms should adequately manage how 

finance should be sourced (financing decision), how the sourced finances should be 

invested (investment decision) and how cash and credits should be managed (cash and 

credit management). 

 

Financing decision 

Financing decision enable the organisation to structure its capital to determine the 

proportion of equity and debt capital, which will aid the organisation in financing its 

assets. In order to make good finance decisions, small businesses should have limitless 

access to financial information about the performance of the business, which includes 

various options of investment, accounting records, cashflow statements, statements of 

financial position and statements of profit and loss. For instance, a firm would have to 

decide on the form of fund desired and evaluate the features of such source of fund. The 

different sources of funds have their merits and demerits. Thus, if the firm is considering 

equity, the payment of dividends to shareholders should be considered. The interest rate 

and loan term should be considered if the firm prefers debt financing. Failure to make 
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payments when due could have a negative impact on the organisation's capacity to 

expand financially (Ugwueze, Nwoha & Onyekwelu, 2019). 

 

Investment decision 

An investment decision is a financial decision that involves the allocation of financial 

resources to securities that are critically appraised to yield the highest possible returns. 

Investment decisions involve allocating resources to invest in possible profitable 

securities for the organisation while considering the size and risk of the investments' 

potential future cashflows (Olaifa, 2018). A choice to invest requires committing funds for 

a specific time in exchange for future payments that will repay stakeholders (Reilly & 

Brown, 2006). Due to the limited financial resources available to businesses, long-term 

assets and capital budgets are created. Short-term investments are chosen by managers 

in charge of running a business to ensure liquidity and working capital. These decisions 

are taken at the top management level and always involve evaluating the investments to 

ascertain those with high returns and low risks (Otekunrin, Nwanji, Ajayi, Awonusi, Falaye 

& Eluyela, 2018). 

Management will prefer those investments that will yield the highest possible returns. 

Thus, investments should be evaluated to find profitable securities that should be 

undertaken and those that should be rejected due to the risk involved. This is made 

possible with the use of investment appraisal techniques. These techniques are payback 

period, accounting rate of return, net present value, internal rate of return and 

profitability index. 

 

Cash and credit management 

Cash is described as funds that a company, corporation, or organisation can use 

immediately without limitation (Pandey, 2009). Cash management means the 

administration of daily cash inflows and outflows (Belal, 2016). Cash management is the 

ability of a business to manage its cash in an ideal manner in order to maintain the ideal 

level of cash in its working capital is known as cash management (Olowe, 2008). The main 

aim of cash management is trading liquidity and profitability to maximise the 

organisation's worth. It is essential to manage cash because of the quantum of daily cash 

transactions. Objectives for cash management include maximising liquidity, controlling 

cash flows, and maximising the value of money while minimising its cost. Various levels of 

long-term planning are necessary as part of the strategies for achieving these goals. The 

goals of cash management are simple: to increase liquidity, regulate cash flows, and 

increase the value of funds while reducing costs. Decisions on how much cash to retain 

are crucial because inadequate cash management could liquidate the company. 

Therefore, cash management is the most crucial decision because, without adequate 
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cash, the effective running of the business would be threatened. No business can survive 

without enough cash (Olowe, 2012).  

Credit management is the process of issuing credit, specifying the conditions under which 

the credit is issued, ensuring payback when it is due, and assuring compliance with 

corporate credit policy. The essence of credit is to penetrate the market when new 

products are launched and boost sales volume, thereby increasing revenue and profits. 

Credit management gives customers credit with stipulated terms and conditions, that is, 

credit terms for payment to be made at a later date. Credit terms refer to the condition 

under which the supplier sells on credit to the buyer, and the buyer is required to the 

credit (ICAN, 2009). Credit management is crucial because it enhances companies' 

liquidity provided a sustainable credit policy which will make debtors pay back timely, is 

put in place. 

 

Theoretical review 

Neoclassical Theory of Investment 

Neoclassical theory of investment behavior is founded on the idea that the best time to 

accumulate capital is when prices of different production inputs are in equilibrium. The 

neoclassical theory describes how a firm decides the level of capital stock it wants to 

amass at a given point in time. The optimal level of capital stock is determined by factor 

prices and changes in the capital stock are determined as a positive function of 

investment Girardi (2021). This theory also states that the speed at which firms change 

their capital stocks to the appropriate level determines the investment rate. To reach the 

intended level of capital stock, the firm must determine the rate at which it will adjust its 

capital stock over time. With all other factors remaining constant, the law of diminishing 

returns causes the marginal product of capital to decrease as more capital units are used 

for production. Businesses strive to increase earnings; thus, it will be beneficial for the 

company to increase its capital stock as long as the value of the marginal product of 

capital exceeds user cost capital. 

 

Cash conversion cycle 

Blinder and Maccini (2001) developed the cash conversion theory, which measures how 

long it takes a business to turn its resource inputs into cash. The cash conversion cycle is 

the net period between actual cash expenditures on a firm's procurement of productive 

resources and the final recovery of cash proceeds from sales (Richards & Laughlin, 1980). 

It assesses how well a company manages its working capital. When a business purchases 

inventory on credit, it results in accounts payable. When purchases are made on credit, 

cash is not involved until account receivables are collected and account payables are paid. 

Hence, firms tend to keep a very short cash conversion cycle by delaying the settlement 
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of financial obligations and ensuring that debtors pay as quickly as possible. Firms can 

only remain solvent if the cash conversion cycle is low. Both large and small businesses 

achieve higher returns with more effective cash conversion cycles (Deloof, 2003; Padachi, 

2006; Shin & Soenen, 1998; Lazaridis & Tryfonidis, 2006). Thus, the rising cash conversion 

cycle should be investigated promptly. 

 

Pecking order theory 

According to the pecking order theory, companies have a specific preference order for 

the capital they utilise to finance their operations (Myers & Majluf, 1984; Sheikh, Shakeel, 

Iqbal & Tahir, 2012). This theory holds that a firm prefers financing the business first with 

retained earnings before considering debt financing and that the firms should finally 

consider using equity financing as the last option for financing the business. Firms that 

make high profits make lesser use of debt or equity financing as they prefer the use of 

internal financing, even if the debt is cheaper than equity (Myers, 1984). Businesses with 

more potential for growth tend to use financing that is less long-term in order to maximize 

their financial flexibility and use fixed assets as collateral by businesses with a significant 

number of fixed assets that can generate external finance easier and more affordable 

(Murray & Vidhan, 2013). 

 

Empirical Review  

Olaoye and Ezekwem (2021) investigated the effect of financial management practices on 

the performance of small and medium-scale enterprises in Port Harcourt, Rivers State, 

Nigeria. The study gathered data through primary method with the use of questionnaire 

and found that financial management practices have a significant effect on the 

performance of small and medium-scale enterprises but have an insignificant effect on 

both customer and employee satisfaction. 

Ogunlade, Ayo-Oyebiyi, and Fasesin (2021) considered financial management and 

organisational culture as a hybrid for small and medium enterprises' performance in Oyo 

State, Nigeria. The study adopted purposive sampling techniques in selecting a total of 

658 SME operators and managers involved in manufacturing, trading, Agro-allied, 

construction and services. Data collected were analysed with mean and least square 

method, and findings showed that financial management and organisational culture 

jointly and independently influence SMEs' performance in Oyo State, Nigeria. The study 

also showed that if training were provided by the government and other bodies that could 

provide the required training, the SMEs would be ready to exhibit financial management 

practices that would enhance the performances of the SMEs.  

Rugui and Omagwa (2018) examined financial management practices on the performance 

of some selected small and medium enterprises. The study employed data from 2006 to 
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2016 with the population of the study of 388 registered small and medium enterprises in 

the retail business in Lemur town. Mean, standard deviation, correlation, and multiple 

regression analyses were used to analyse the data gathered. The study found that 

financial management practices adequately measure the performance of small and 

medium enterprises. Mohammed and Suleiman (2022) studied the effect of financial 

management practices on the performance of micro and small enterprises in Keffi, 

Nasarawa State, Nigeria. Micro and small enterprises (MSEs) have been highlighted as an 

important growth engine, a major driving force, an antidote to unemployment, a wealth 

creator, and a pathway for sustainable development. The study used descriptive research 

and multiple regression to analyse the obtained data. The study found that working 

capital management significantly impacts the performance of MSEs in Keffi, Nasarawa 

State, Nigeria. Yusufu (2021) studied the link between financial management and the 

performance of selected SMEs in Kogi State, Nigeria, with a population of 115 selected 

SMEs in Lokoja, Kogi State, Nigeria. Data were gathered with questionnaires and analysed 

with multiple linear regression. The results from the study revealed that financing and 

investment are significant to the performance of SMEs and hence, enhance the 

profitability of small firms in Kogi State, Nigeria.  

Adegbie and Alawode (2020) examined the link between financial management practices 

and the performance of small and medium-scale poultry industry in Ogun State, Nigeria. 

The study employed a survey design with a population of 162 registered poultry farms in 

Ogun State. The study used the Cochran formula to obtain 150 sample size. The reliability 

of the data was determined with Cronbach's alpha coefficient computed from pilot study 

responses. The data were descriptively and empirically analysed, and the result from the 

study showed that financial management practices variables; capital structure 

management, annual budget process and working capital management have positive and 

significant effects on performance of the poultry industry. Godfrey (2020) examined 

financial management practices and the growth of small and medium-scale enterprises in 

Kassena-Nankana, West District, Ghana. Data collected from owners of SMEs through the 

administration of questionnaires were analysed with descriptive statistics and a multiple 

regression model. Findings from the study revealed a moderate connection between the 

financial management practices of SMEs and the growth of small and medium-scale 

enterprises.  

Okafor (2012) conducted exploratory research to ascertain if financial management 

practices affect the survival and growth of small firms. The study used working capital 

management, accounting systems, budgeting practices, financial management 

information, and organisational planning as explanatory variables with data obtained 

from six small firms. Findings from the study showed that all the explanatory variables 

significantly impact small firms' profitability, growth and survival. The study revealed that 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
AUGUST, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJFRMS 
 

FINANCIAL RESEARCH & MGT. SCIENCE VOL. 10 

180 
ISSN: 2773-1040 

financial management information and accounting systems alone majorly influence the 

risk perception of creditors, making it difficult for the business to source funds 

adequately.  

Sani, Noraini and Umar (2020) researched the relationship between financial 

management practices and the performance of small and medium enterprises in Yobe 

State, Nigeria. The study was carried out to examine how the business is separated from 

its owner, that is, how the owner of the business indiscriminately draws from the finances 

of the firm and affects its performance. Data were obtained by administering 216 

questionnaires to owners of SMEs in the State, and the data were analysed with a t-test 

and Pearman's correlation. The study discovered that financial management practices 

cause firms to achieve superior performance. Kwarbai, Ogundajo, Dasauki and 

Mgbemena (2020) examined the nexus between financial management practices on the 

financial performance of SMEs in Lagos, Nigeria, with a 200-sample size out of 400 SMEs 

in Lagos. The study obtained data through primary sources, which were analysed with 

regression analysis. Findings from the study show that financial management practices 

positively affect the financial performance of SMEs in Lagos. 

Yusufu, Suleiman and Akuh (2020) examined the effect of financial management strategy 

on the growth of small-medium enterprises in Nigeria. The study covered operators of 

small and medium enterprises within Wuse zone, Abuja, Nigeria. With a sample size of 130, 

data obtained were analysed with descriptive statistics and multiple linear regression. The 

study revealed that investment strategy, cash management, and financial forecasting 

significantly affect the growth of small and medium enterprises. Muneer, Ahmad and Ali 

(2017) examined the link between financial management and profitability of small-

medium enterprises. The study used primary data from 200 small and medium enterprises 

from Faisalabad from 2005 to 2015. The study found a positive relationship between 

financial management practices and SMEs' profitability. Enow and Kamala (2016) 

researched the nexus between cash management practices and small, medium and micro 

enterprises (SMMEs) in the Cape Metropolis in South Africa from 2002 to 2011. Closed-

ended questionnaire surveys were administered to obtain data from a sample of 200 small 

and medium-scale enterprises. Findings showed that most sampled small and medium-

scale enterprises manage their cash effectively.  

 

Gaps in Literature 

From the literature review, it is clear that previous authors researched the effect of 

financial management practices on small and medium enterprises in some states in 

Nigeria. The study was carried out in Port Harcourt, River State, Nigeria (Olaoye & 

Ezekwem, 2021), in Oyo State, Nigeria (Ogunlade, Ayo-Oyebiyi, & Fasesin, 2021), in Keffi, 

Nassarawa State, Nigeria (Mohammed & Suleiman, 2022), in Abuja, Nigeria (Yusufu, 
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Suleiman & Akuh, 2020) Kogi State, Nigeria (Yusufu, 2021), Yobe State, Nigeria (Sani, 

Noraini & Umar, 2020), Lagos State, Nigeria (Kwrabai, Ogundajo, Dasauki & Mgbemena, 

2020). From the existing literature, there seems to be scanty literature on the effect of 

financial management practices on the performance of small and medium enterprises in 

Ondo State, Nigeria. The study will add more to knowledge by filling this existing gap.    

 

METHODOLOGY  

Research Design 

The study adopted a questionnaire for data collection with a simple random sampling 

technique to select the SMEs in Ondo State, composed of shoe cobblers. traders, fashion 

designers, sachet and bottled water producers, and other service providers. The 

questionnaire is divided into two sections. Section A covers questions relating to the 

respondent's age, sex, marital and educational status. Section B covers questions on 

financial management practices and how it affects small and medium enterprises in Ondo 

State drafted on a scale of 1-5: Where; (5) Strongly Agree, (4) Agree, (3) Undecided (2) 

Strongly Disagree and (1) Disagree.  

 

Study Population 

The population for the study is the small and medium enterprises in Ondo State. The total 

number of small and medium enterprises in Ondo State is 175. 

 

Sample and Sampling Technique 

The study used simple random sampling method and Taro Yamane sampling technique to 

determine the sample since the population size is known. Yamane sample calculation is 

applicable to determine a study's sample size when the population is known (Yamane, 

1973). 

The Taro Yamane sample size states that: 

 

𝑛𝑌 =
𝑁

1 + 𝑁(𝑒)2
 

𝑛 =
175

1 + 175(5%)2
 

𝑛 =
175

1 + 175(0.05)
 

𝑛 =
175

1.4425
= 121.3 ≅ 121 
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After calculating the sample size by substituting the numbers into the Yamane formula, 

the number of samples are 121 SMEs.  

Source of Data 

The study primarily sourced data through questionnaires administered to respondents 

from some selected small and medium enterprises in Ondo State. 

 

Research Instrument 

The study used a closed-ended questionnaire to obtain the required data from 

respondents. The questionnaires were divided into two sections, A and B. Section A raised 

questions on data on the socio-demographic characteristics of the respondents, such as 

age, sex, marital and educational status. Section B covers issues on financial management 

practices and the growth of small and medium enterprises in Ondo State.  

 

Administration of Research Instrument 

125 copies of the questionnaire were administered, and the researcher resolved to 

administer the questionnaires to respondents and retrieve them immediately. Hence, 121 

questionnaires were finally retrieved. 

 

Validity and Reliability of Research Instrument 

To ensure the validity and reliability of the research instrument, copies of the 
questionnaire were administered to some randomly chosen owners/managers of some 
SMEs for their contributions. The purpose was to ensure that the questions compiled in 
the questionnaire were suitable for the study. 10% of the 122 were administered first to 
confirm the reliability of the questionnaire. The data collected from the retrieved 
questionnaire was tested with Cronbach's alpha reliability test to determine the internal 
consistency of the questionnaire item as a measurement. The total Alpha was 0.850, 
which is reliable. 
 
Method of Data Analysis 
The data collected from respondents were analysed with the frequency distribution table 
and Chi-square (X2) statistical technique.  
 
DISCUSSION OF RESULTS 
Demographic Features of Respondents  
This section analyses the respondents' demographic features, including their age, 
educational qualification, gender 
 
Table 1: Demographic Features of Respondents 

S/N Variable  Scale  Freq. Percent Cumm. 

Percent 
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1 Age of Respondent 18 - 25 years 47 38.8 38.8 

  26 - 35 years 42 34.7 73.6 

  36 - 45 years 24 19.8 93.4 

  46 years and 

above 

8 6.6 100.0 

  Total 121 100.0  

2 Gender of Respondents Male 56 46.3 46.3 

  Female 65 53.7 100.0 

  Total 121 100.0  

3 Marital Status of Respondents Single 69 57.0 57.0 

  Married 49 40.5 97.5 

  Widow 1 .8 98.3 

  Others 2 1.7 100.0 

  Total 121 100.0  

4 Educational Qualification of 

Respondents 

OND/SSC 63 52.1 52.1 

 HND 29 24.0 76.0 

  BSc 23 19.0 95.0 

  MSc 3 2.5 97.5 

  PhD 3 2.5 100.0 

  Total 121 100.0  

5 Work Experience of 

Respondents 

5 - 10 years 75 62.0 62.0 

  11 - 15 years 20 16.5 78.5 

  16 - 25 years 19 15.7 94.2 

  26 years and 

above 

7 5.8 100.0 

  Total 121 100.0  

Note: Freq. implies Frequency; Percent implies Percentages and Cumm. Percent implies 

Cumulative Percentages Source: Field Survey by the Authors (2022) 

 

Table 1 reveals that 38.8% of the respondents are between the ages of 18 – 25 years, 34.7% 

are between the ages of 26 – 35 years, 19.8% are between the ages of 36 – 45 years, and 

6.6% are 46 years and above. This shows that most of the respondents are adults who 

engage in business. Also, the respondents’ distribution is not gender-biased, as 46.3% are 

males while the others are females. 57% are single, while 40.5% are married, and the result 

shows that 0.8% are widows and 1.7% belong to other categories. From the result, 52.1% 

have OND or SSC certificates, while 24% already have HND. The result shows that 19% have 
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BSc and 2.5% have MSc and PhD certificates. This shows that most of the respondents 

have the required knowledge to answer the question. Also, 62% have between 5 – 10 years 

of work experience, 16.5% have between 11 – 15 years of work experience, 15.7% of the 

respondents have 16 – 25 years of work experience, and 5.8% have above 26 years of work 

experience. 

 

Analysis of Research Questions 

Research Question one: What is the effect of financing decision on the growth of small 

and medium enterprises in Ondo State? 

 

In order to answer this question, items 1 – 5 of the copies of the questionnaire were 

distributed to 121 respondents and the questions seeks to understand the effect of 

financing decision on the growth of small and medium scale enterprises. In order to 

answer this question, percentages, cumulative percentages, mean, standard deviation, 

skewness and kurtosis were used in analysis. 

 

Table 2: Respondents’ opinion on financing decision and the growth of small and 

medium scale enterprises 

S/N Variable Scale Freq. Percent. Mean S.D. Skew. Kurt. 

1 Financing 

decision is a 

predictor of 

financing 

performance of 

small and medium 

enterprises 

Strongly 

Disagree 

2 1.7 4.27 0.76 -1.65 4.90 

 Disagree 2 1.7     

 Undecided 5 4.1     

 Agree 64 52.9     

 Strongly 

Agree 

48 39.7     

 Total 121 100.0     

2 The cost 

associated with 

each source of 

finance should be 

considered 

Strongly 

Disagree 

4 3.3 4.07 0.97 -1.39 2.06 

 Disagree 6 5.0     

 Undecided 10 8.3     

 Agree 58 47.9     

 Strongly 

Agree 

43 35.5     

 589mTotal 121 100.0     

3 SMEs should 

consider the risk 

Strongly 

Disagree 

1 .8 4.25 0.79 -1.20 2.16 
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 of the project 

under 

consideration 

Disagree 3 2.5     

 Undecided 11 9.1     

 Agree 56 46.3     

 Strongly 

Agree 

50 41.3     

 Total 121 100.0     

4 SMEs should take 

into cognizance 

the cash-flow 

from the project 

Strongly 

Disagree 

3 2.5 4.02 0.97 -1.16 1.27 

 Disagree 8 6.6     

 Undecided 13 10.7     

 Agree 57 47.1     

 Strongly 

Agree 

40 33.1     

 Total 121 100.0     

5 Finance managers 

of SMEs should 

determine the 

best source of 

financing 

investment 

Strongly 

Disagree 

3 2.5 4.23 0.91 -1.49 2.63 

 Disagree 3 2.5     

 Undecided 12 9.9     

 Agree 48 39.7     

 Strongly 

Agree 

55 45.5     

 Total 121 100.0     

Note: Freq. implies Frequency; Percent implies Percentages and Cumm. Percent implies 

Cumulative Percentages  

Source: Field Survey by the Authors (2022) 

 

Table 2 shows the responses of the respondents with respect to financing decision and 
the growth of small and medium scale enterprises. The majority of the respondents 
agreed that financing decision with respect to funds investment indifferent assets, use of 
capital budgeting techniques, investment in high and low risk, cash receipts consideration 
and investment decision in short-term assets all impact on the growth of small and 
medium scale enterprises (SMEs). This is evident as their mean values are all 
approximately 4 and 5. which implies that majority of the respondents agreed to the 
assertion. 
 

Research Question Two: What is the effect of investment decisions on the growth of 

small and medium enterprises in Ondo State? 
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In order to answer this question, items 1 – 5 of the copies of the questionnaire were 

distributed to 121 respondents and the questions seeks to understand how investment 

decisions affect the growth of small and medium scale enterprises. In order to answer this 

question, percentages, cumulative percentages, mean, standard deviation, skewness and 

kurtosis were used to analyse the question. 

 

Table 3: Respondents’ opinion investment decisions and the growth of small and 

medium scale enterprises 

S/N Variable Scale Freq. Percent. Mean S.D. Skew. Kurt. 

1 Funds of SMEs 

should be 

invested in 

different assets 

Strongly 

Disagree 

2 1.7 3.95 0.98 -0.97 0.51 

 Disagree 12 9.9     

 Undecided 13 10.7     

 Agree 57 47.1     

 Strongly 

Agree 

37 30.6     

 Total 121 100.0     

2 SMEs should 

employ the use of 

capital budgeting 

techniques in the 

choice of projects 

to be executed 

Strongly 

Disagree 

4 3.3 3.93 0.98 -1.27 1.50 

 Disagree 10 8.3     

 Undecided 8 6.6     

 Agree 67 55.4     

 Strongly 

Agree 

32 26.4     

 Total 121 100.0     

3 SMEs should 

invest in projects 

having high rate 

of return with 

lower risk 

Strongly 

Disagree 

2 1.7 4.03 1.00 -0.93 0.31 

 Disagree 9 7.4     

 Undecided 19 15.7     

 Agree 44 36.4     

 Strongly 

Agree 

47 38.8     

 Total 121 100.0     

4 The series of cash 

receipts and 

payments over 

the life of 

Strongly 

Disagree 

1 .8 3.98 0.80 -0.68 0.88 

 Disagree 3 2.5     

 Undecided 24 19.8     
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 investment 

proposal should 

be considered for 

selecting the best 

proposal 

Agree 62 51.2     

 Strongly 

Agree 

31 25.6     

 Total 121 100.0     

5 Investment 

decision in short 

term assets is 

crucial for the 

long-term 

success of SMEs 

Strongly 

Disagree 

5 4.1 3.98 1.08 -1.18 0.84 

 Disagree 10 8.3     

 Undecided 11 9.1     

 Agree 51 42.1     

 Strongly 

Agree 

44 36.4     

 Total 121 100.0     

Note: Freq. implies Frequency; Percent implies Percentages and Cumm. Percent implies 

Cumulative Percentages  

Source: Field Survey by the Authors (2022) 

 

Table 3 shows the responses of the respondents with respect to how investment 

decisions affect the growth of small and medium scale enterprises. The majority of the 

respondents agreed that investment decision with respect to financing decision, cost 

associated with each finance, risk of the project, cash-flow from the project and financial 

managers all impacts on the growth of small and medium scale enterprises (SMEs) in 

Ondo State. This is evident as their mean values are all approximately 4 and 5 which 

implies that majority of the respondents agreed to the assertion. 

 
Research Question Three: Does cash and credit management have significant effect 
the growth of small-medium enterprises in Ondo State? 
 
In order to answer this question, items 1 – 5 of the copies of the questionnaire were 
distributed to 121 respondents and the questions seeks to understand how cash and credit 
management enhance the growth of small-medium enterprises. In order to answer this 
question, percentages, cumulative percentages, mean, standard deviation, skewness and 
kurtosis were used for analysis. 
 

Table 4: Respondents’ opinion on cash and credit management and the growth 

of small-medium enterprises 

S/N Variable Scale Freq. Percent. Mean S.D. Skew. Kurt. 

1 Cash is crucial to the 

survival and growth of 

Strongly 

Disagree 

3 2.5 4.40 0.82 -2.07 5.84 
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 small and medium 

enterprises 

Disagree 1 .8     

 Undecided 5 4.1     

 Agree 47 38.8     

 Strongly Agree 65 53.7     

 Total 121 100.0     

2 Efficient cash 

management is an 

essential ingredient of 

sound working capital 

management 

Strongly 

Disagree 

4 3.3 4.32 0.76 -1.09 1.13 

 Disagree 9 7.4     

 Undecided 52 43.0     

 Agree 56 46.3     

 Strongly Agree 4 3.3     

 Total 121 100.0     

3 SMEs should formulate a 

sound policy for credit 

control. 

Strongly 

Disagree 

3 2.5 4.07 0.93 -1.22 1.70 

 Disagree 5 4.1     

 Undecided 15 12.4     

 Agree 55 45.5     

 Strongly Agree 43 35.5     

 Total 121 100.0     

4 Aged list of debt should 

be produced and 

reviewed at regular 

interval 

Strongly 

Disagree 

6 5.0 3.95 1.08 -1.11 0.86 

 Disagree 6 5.0     

 Undecided 19 15.7     

 Agree 47 38.8     

 Strongly Agree 43 35.5     

 Total 121 100.0     

5 Discount should be given 

to encourage early 

settlement of debt 

Strongly 

Disagree 

4 3.3 4.08 1.05 -1.28 1.17 

 Disagree 9 7.4     

 Undecided 10 8.3     

 Agree 48 39.7     

 Strongly Agree 50 41.3     

 Total 121 100.0     

Note: Freq. implies Frequency; Percent implies Percentages and Cumm. Percent implies 

Cumulative Percentages  

Source: Field Survey by the Authors (2022) 
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Table 4 shows the responses of the respondents with respect to the effect of cash and 

credit management on the growth of small-medium enterprises. The majority of the 

respondents agreed that cash management with respect to policy formulation, 

production of aged list of debt and discounts impacts on the growth of small and medium 

scale enterprises (SMEs) in Ondo State. This is evident as their mean values are all 

approximately 4 and 5 which implies that majority of the respondents agreed to the 

assertion. 

 

Test of Hypotheses 

Table 5: Chi-Square Test Statistics on the Three Hypotheses 

  Total Observation  121 

 Hypothesis 1 

Financing decisions 

and the growth of 

small and medium 

scale enterprises 

 Hypothesis 2 

Investment 

decisions and the 

growth of small and 

medium scale 

enterprises 

Hypothesis 3 

Cash and Credit 

Management and the 

growth of small and 

medium scale 

enterprises 

Chi-

Square 

53.802b 68.843b 52.083b 

Df 12 12 12 

Asymp. 

Sig. 

.000 .000 .000 

Source: Field Survey by the Authors (2022) 

 

Test of Hypothesis One 

H01: Financing decision has no significant effect on the growth of small, medium 

enterprises in Ondo State. 

Decision Rule: Reject the null hypothesis (H0) at 5% level of significance if the probability 

of the Chi-Square statistics for hypothesis two is less than 5% in Table 5, and this implies 

that it is statistically significant at 5%; otherwise, we fail to reject the null hypothesis. 

Conclusion: The hypothesis is rejected because the probability of the Chi-Square statistics 

in Table 5 for hypothesis two is less than 5%. Thus, we reject the null hypothesis and, 

accept the alternative and conclude that financing decision has a significant effect on the 

growth of small and medium enterprises. 

 

Test of Hypothesis Two 

H02: Investment decision has no significant effect on the growth of small-medium 

enterprises in Ondo State. 
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Decision Rule: Reject the null hypothesis (H0) at a 5% level of significance if the probability 

of the Chi-Square statistics for hypothesis three is less than 5% in Table 5, and this implies 

that it is statistically significant at 5%; otherwise, we fail to reject the null hypothesis. 

Conclusion: The hypothesis is rejected because the probability of the Chi-Square statistics 

in Table 5 for hypothesis three is less than 5%. Thus, we reject the null hypothesis and 

accept the alternative and conclude that investment decisions have significant effect on 

the growth of SMEs. 

 

Test of Hypothesis Three 

H03: Cash and credit management has no significant effect on the growth of small-medium 

enterprises in Ondo State. 

Decision Rule: Reject the null hypothesis (H0) at 5% level of significance if the probability 

of the Chi-Square statistics for hypothesis four is less than 5% in Table 5 and this implies 

that it is statistically significant at 5%, otherwise, we fail to reject the null hypothesis. 

Conclusion: The hypothesis is rejected because the probability of the Chi-Square statistics 
in Table 5 for hypothesis four is less than 5% and thus, we reject the null hypothesis and 
accept the alternative and conclude that cash and credit management have significant 
effect on the growth of small-medium enterprises in Ondo State. 
The results show that all the null hypotheses are rejected and this implies that the chi-

square statistics are significant. Thus, the study shows that financing decision has 

significant effect on the growth of small, medium enterprises; there is a significant effect 

of investment decision on growth of SMEs and cash and credit management has 

significant effect on the growth of small-medium enterprises in Ondo State. 

 
CONCLUSION AND RECOMMENDATIONS 
It can thus be concluded from the study that financing decision has significant effect on 
the growth of small, medium enterprises; there is a significant effect of investment 
decision on growth of SMEs and cash and credit management have significant effect on 
the growth of small-medium enterprises. To ensure sustainable growth of small and 
medium enterprises in Ondo State, the study recommended as follows: 
i. Owners/managers of small and medium enterprises in Ondo State should critically 

analyse the different sources of financing business and opt for the best source to 
enhance profitability.  

ii. Small and medium enterprises in Ondo State should employ qualified finance 
managers with special skills on the effective use of capital budgeting techniques 
in making the best choice of investment with high rate of return and low risk.  

iii. Small and medium enterprises should establish optimum credit policies with well-
spelt credit terms and collection policy to reduce credit risk.  

iv. Ondo State Government should encourage owners of small and medium 
enterprises to employ the services of accounting personnel who could help small 
businesses on the adoption of financial management practices.   
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