THE IMPORTANCE OF EFFECTIVE FINANCIAL MANAGEMENT TO THE OVERALL SUCCESS OF AN  ORGANIZATION

ABSTRACT

Management of finance is one of the indispensable factors used in organization for the achievement of goal and objectives. Management tools that manages in an organization need in order to perform better. This research work focused on the importance of effective management as a tool for achieving business success using Union Bank of Nigeria Plc, Keffi Abuja road, New Nyanya branch as a case study. The researcher used questionnaires, primary and secondary source of data collection. Tables and percentages were used for data analysis. It was observed that managers used ratio analysis, portfolio analysis and break even analysis as management tools. It is recommended that organization should properly met irate their managers to avoid low profitability for the achievement of its goals and objectives. And also the manager should be recognized and appreciated, for the hard work and job well done to encourage him to put in his best at work and for the organization.

CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Planning one's finances requires making efficient use of one's resources (Kotze et al, 2021). Nearly all endeavors necessitate the application of financial resources. Since financing is required for the purchase of most things, there must be some form of financial management. It is impossible to amass financial resources and then employ them in any way (Nwonye, 2021).

First and foremost, financial planning entails anticipating the importance of financing, operating, and financial policies on the organization's future position and putting in place the appropriate measures that may be required (Kunene, 2021). The decision pertaining to the financial planning centers on the nature, extent, and make-up of the capital funds. It is a description of the management of capital resources, which includes the decision regarding the ratio of debt to equity (Kotze et al, 2021).

In the same way that fuel is essential to the operation of a motor vehicle or other type of running machine, financial planning is essential to the management of any corporation. Regardless of the structure, ownership, or size of the financial department of the company, there is a need to ensure that all aspects of financial planning and control in an organization are carried out to the highest possible degree of effectiveness. In doing so, it is possible to become more versatile and increase one's proficiency in financial matters (Kunene, 2021).

When it comes to the planning and making of financial decisions for the corporate firm, the financial management plays a very important role. The individual who is in charge of the company's finances and who holds the position of financial manager is accountable for those responsibilities (Nwonye, 2021). It is due in large part to the contribution that he or she makes to the company's ability to realize its corporate objectives, which includes shaping the corporation's financial future.

1.2 STATEMENT OF PROBLEMS

We are living in the days of economic fluctuation and recession, in variably inflation has become paramount and the order of the day in so many economics. Banks are folding up, while those in operations are within the time (Kotze et al, 2021). There are clashes in the global stock market, most investors have incurred financial losses, banking merger and acquisition is not yielding much fruit as expected the prospective investors are afraid to invest, the investment trend is not stable, the financial experts failing in their professional duties in the economic crunch is harder (Kunene, 2021).

1.3 OBJECTIVES OF THE STUDY

The general objectives of this topic is to look at effective management of finance and it importance in success of business organization. In view of this, the following are the objectives of this study;

At the end of this research work, the student should be able to know how effective management of finance lead to the success of organizational growth.

To enable the bank maximize profit and minimize cost.

To enable the bank reach the customers satisfaction.

It enable the effective survival of organizational image.

1.4 RESEARCH QUESTIONS

(i) Does a financial manager carryout financial planning in the organization?

(ii) How does financial planning affect the performance of organization?

(iii) Does organization recognize the performance of its financial managers?

(iv) How does financial manager perform his duty in the organization?

(v) Is there any problem incitation against financial planning system in your organization?

1.5 RESEARCH HYPOTHESIS

The research hypothesis is assumption made on a statement, the hypothesis are statement of uncertainties.

H0: NULL hypothesis

Hi: Alternative hypothesis

H0: importance of effective management of finance does not lead to the success of business organization.

Hi: importance of effective management of finance leads to the success of business organization.

1.6 SIGNIFICANCE OF THE STUDY
The significance of the study lies on the information which I generate to policy makers, planners and interested scholars, which I know will help the further researchers in the related field. At the end of the study, one would have contributed his quota towards the understanding of the reasons why financial planning and control is very important in an organization.

The study will also serve as an eye opener to the generality of the people as regards to financial planning and control.

1.7 SCOPE OF THE STUDY

Financial planning is a very wide topic, but the researcher’s work will focus on it as a tool of achieving corporate profitability as it affects organization in general and united bank of Nigeria Plc in particular for the period of (4) years (2011 – 2015).

1.8 LIMITATIONS OF THE STUDY

(i) FINANCE: Due to the present situation in the economy, that is cost of living is very high, the researcher was faced with problem on how to source fund to finance this research work.

(ii) TIME FACTOR: Time constraint was another area, because the study was conducted when the staffs were at their duties.

(iii) ATTITUDE OF THE RESPONDENT: This constitutes a problem because some of the staff rejected filling the questionnaire.

1.9 DEFINITION OF TERMS

CURRENT ASSET: This is a balance sheet item which equals the sum of cash and cash equivalents, accounts receivable, inventory, marketable securities, prepared expenses and other assets that could be converted to cash in less than one year.

FIXED ASSET: It is a long term tangible piece of property that a firm owns and use in the production of its income and is not expected to be consumed.

CORPORATION: This is a business whose article or incorporation has been approved in some states.

FINANCE: The study of how people allocate their assets overtime under conditions of certainty, and uncertainty.

FINANCIAL MANAGEMENT: Means planning, organizing, directing and controlling the financial activities such as procurement and utilization of funds of the enterprise.

It means applying general management principles, to financial resources of the enterprise.

ACQUISITION: A corporate action, in which a company buys most, is not all of the target company’s ownership stakes in order to assume control of the target firm.

PROFICIENCY: Advancement in knowledge or skill rather than quality or state of being proficient.

MERGER: The combining of two or more companies generally by offering the stock holders of the company securities in the acquiring company in exchange for the surrender of their stock.

VERSATILE: Capable of doing many things competently. Having varied uses or serving many functions.

CHAPTER TWO

LITERATURE REVIEW

INTRODUCTION
Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in two sub-headings:

Conceptual Framework
Theoretical Framework
Chapter Summary
2.1
CONCEPTUAL FRAMEWORK

The context of financial management
According to Paramasiron and Subramanian (2009), financial management is an integral part of overall management. It is concerned with the duties of the financial managers in the business firm. Financial management deals with procurement of funds end their effective utilization in the business. Financial management is only concerned with the effective funds management in business. 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, writing capital management (cash, receivable and inventory management) and sources of financial (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 and Chuang (2010) classified financial management practice into 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  three major areas of financial management practice for the purpose of this study

 i
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.

  ii
Working Capital Management: This 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.

iii
Accounting information system :   Its the nature and purpose of financial records,     bookkeeping, cost accounting, and use of computers in financial record keeping and        financial management (Kieu 2004).

Financial Management and Planning

Financial management requires raising funds needed to support property and business, allocating these gaps between competition costs, and ensuring that the funds are used efficiently and effectively to achieve them. the purpose of the company (Blancher, N., 2019).

According to Meridith et al, (2006) financial management is one of the functional areas of management but it is the central to the success of any small business. This definition emphasizes the central role and position of financial management in relation to the other specific areas of business management. 

Financial management refers to the strategic planning, organising, directing, and controlling of financial undertakings in an organisation or an institute. It also includes applying management principles to the financial assets of an organisation, while also playing an important part in fiscal management (Pticar, S.,2018).
According to McMahon et al. (1993), modern financial management involves planning, controlling and decision making responsibilities embracing:
Various types and sources of finance an enterprise may employ, but how these may be accessed, and how to choose among them.
Alternative ways in which finance raised may be used in an enterprise and how to select those that are likely to prove most profitable.
Different means of ensuring that finance entrusted to specific activities realizes the returns that were anticipated on its allocation to them.
However, according to Meridith (1986) financial management is concerned with all areas of management, which involve finance not only the sources, and uses of finance in the enterprises but also the financial implications of investment, production, marketing or personnel decisions and the total performance of the enterprise. 
Objectives of Financial Management and planning to Business Organizations
According to Blancher, N. (2019), the major objectives of financial management and planning in organization are:

Maintaining enough supply of funds for the organisation;
Ensuring shareholders of the organisation to get good returns on their investment;
Optimum and efficient utilization of funds;
Creating real and safe investment opportunities to invest in.
Elements of Financial Management

According to All Answers Ltd. (2018) cited in Blancher, N.(2019), the elements of financial management are:
Financial planning: This is the process of calculating the amount of capital that is required by an organisation and then determining its allocation. A financial plan includes certain key objectives, which are:
Determining the amount of capital required;
Determining the capital organisation and structure;
Framing of the organizations financial policies and regulations.
Financial control: This is one of the key activities in financial management. Its main role is to assess whether an organisation is meeting its objectives or not. Financial control answers the following questions:
Are the organisation’s assets being used competently?
Are the organisation’s assets secure?
Is the management acting in the best financial interests of the organisation and the key stakeholders?
Financial decision-making: This involves investment and financing with regards to the organisation. This department takes decisions about how the organisation should raise finance, whether they should sell new shares, or how the profit should be distributed.
Roles of Financial Management and Planning Manager in an Organization

Karanja, M. G. (2014) itemized the roles of financial management and planning in an organization as follows:
Calculating the capital required: The financial manager has to calculate the amount of funds an organisation requires. This depends upon the policies of the firm with regards to expected expenses and profits. The amount required has to be estimated in such a way that the earning capability of the organisation increases.
Formation of capital structure: Once the amount of capital the firm requires has been estimated, a capital structure needs to be formed. This involves debt equity analysis in the short-term and the long-term. This depends upon the amount of the capital the firm owns, and the amount that needs to be raised via external sources.
Investing the capital: Every organisation or firm needs to invest money in order to raise more capital and gain regular returns. Hence, the financial manager needs to invest the organizations funds in safe and profitable ventures.
Allocation of profits: Once the organisation has earned a good amount of net profit, it is the financial manager’s duty to efficiently allocate it. This could involve keeping a part of the net profit for contingency, innovation, or expansion purposes, while another part of the profit can be used to provide dividends to the shareholders.
Effective management of money: This department is also responsible for effectively managing the firm’s money. Money is required for various purposes in the firm such as payment of salaries and bills, maintaining stock, meeting liabilities, and the purchase of any materials or equipment.
Financial control: Not only does the financial manager have to plan, organise, and obtain funds, but he also has to control and analyse the firm’s finances in the short-term and the long-term. This can be done using financial tools such as financial forecasting, ratio analysis, risk management, and profit and cost control.
Financial Management In Cooperate Organization 

Nieman et al. (2006:95) state that financial management is responsible for acquiring the necessary financial resources to ensure the most beneficial results over both the short and the long term and making sure that the business makes the best use of its financial resources. Dayananda, Irons, Harrison, Herbohn and Rowland (2002:1) add that the financial manager is engaged in two primary tasks, namely financing and investment decision-making. Gitman (2010:394) and Marx et al. (2010:10) state that, in addition to financing and investment decision-making, the financial manager must ensure that cash is managed efficiently so that the business can become profitable. All the primary functions are interrelated. An investment project, whether of a long-term or short-term nature, cannot be undertaken without adequate financing. The profit distribution decisions are a function of or result from investment and financing decisions taken previously (Perks & Smith, 2006:15). The three functions are depicted in Figure 2.1 to give a conceptual overview of the financial management functions. The figure also indicates that financial management tasks should strive to achieve the overall objective of the business (McMahon & Stanger, 1995). These functions will be discussed in the subsequent sections, starting with the objective of the business. The other topics, which are related to  financial management that will also be discussed, are cash flow management, analysis of the financial statement and record keeping.










Long-term financing decisions
Reference was made earlier that financing decisions involve the acquisition and management of funds used in the business. Edward and Pointor (1994) mention that what matters most in financing decisions is the selection of the appropriate mix of debt and equity or optimal capital structure, and to determine the correct cost of capital. The cost of capital is beyond the scope of this study as only the capital structure will be discussed below.

Investment Decision

The investment decision is most important of the firm’s three decision when it comes to value creation. It begins with a determination of the total amount of assets needed to be held by the firm. Picture the firm’s balance sheet in your mind for a moment. Imagine liabilities and owner’s equity being listed on the right side of the balance sheet and its assets on the left. The financial manager needs to determine the dollar amount that appears above the double line on the left-hand side of the balance sheet that is, the size of firm. Even when this number is known, the composition of the assets must still be decided. For example,how much of the firm’s total assets should be devoted to cash or inventory? Also, the flip side of investment disinvestment must be ignored. Assets that can no longer be economically justified may need to be reduced, eliminated, or replaced.

Financing Decision

The second major decision of the firm is the financing decision. Here the financial manager is concern with the makeup of the right hand side of the balance sheet. If you just look at the mix of financing for firms across industries, you will see marked differences. Some firms have relatively large amount of debt,whereas others are almost debt free. Does the type of financing employed make a difference? If so, Why?and, in some sense, can a certain mix of financing be thought of as best.In addition dividend policy must be viewed as an integral part of the firm’s financing decision. The dividend-payout ratio determines the amount of earning that can be retained in the firm. Retaining a greater amount of current earnings in the firm means that fewer dollars will be available for current dividend payments. The value of the dividends paid to stockholders must therefore be balanced against the opportunity cost of retained earnings lost as a mean of equity financing.Once the mix of financing has been decided, the financial manager must still determine how best to physically acquire the needed funds. The mechanics of getting a short term loan, entering into a long term lease arrangement, or negotiating a sale of bonds or stock must be understood.

Assets Management Decision

The third important decision of the firm is the asset management decision. Once assets have been acquired and appropriate financing provided, these assets must still be managed efficiently. The financial manager is charged with varying degrees of operating responsibility over existing needs. These

Capital structure decisions

Gandreau (2005) defines capital structure as the relative amount of long-term debt and equity. In publicly traded companies, debt mostly consists of loans from financial institutions and debentures from institutional investors, while equity consists of ordinary and preference shares. Gandreau (2005) further asserts that capital structure is important because there exists in practice a capital structure that minimises the cost of capital and maximises the value of the business. At this point, the capital structure will be optimal. Optimal capital structure can mean the difference between success and failure. In the following sections, attention is given to the capital structure of small businesses. Access to financing has an importance on the way in which the business is financed or the manner in which it structures its capital structure. Research conducted by Mutezo (2005) revealed that access to financing problems faced by small businesses influences and determines their capital structure. For instance, requirements of lending institutions and conditions in the equity markets make it difficult if not impossible for small businesses to obtain funds. This is caused by the fact that most small businesses fail in such a way that banks are exposed to a high risk when extending credit to them. To take high risk, banks require collateral and charge a high interest rate, which some of small businesses do not have or cannot pay. As a result, formal financial institutions structure their products to serve the needs of large businesses (Mutezo, 2005). Another factor that causes an obstacle for small businesses to access financing is the requirement stipulated in the Usury Amendment Act 30 of 1993. The Act places an upper limit on an interest that may be charged on a loan less than R6 000, and an upper limit as well on loans greater than R6 000 but less than R500 000. This has the effect of precluding the lending institution from recovering its costs on loans below a certain level. Faced with the inability to recoup their costs by charging high interest rates, most lending institutions simply refuse to grant loans to what they judge as high-risk applicants, and this may also discourage loan applications from small borrowers. Whilst the objective of the Act is to protect small business borrowers from “exploitation”, the net effect is that access to smaller loans is severely constrained (South African Chamber of Business [SACOB], 1999:13). With respect to equity, research (Shafeek, 2006:8) found that most equity lenders prefer to lend a large amount of money in which businesses may not be interested. A further concern is the risk aversion of institutional investors who tend to focus on safer and larger investments. Shafeek, (2006:8) concluded that organizations are left with one option, to use own capital or to borrow from friends and families. This causes the capital structure of businesses to differ from that of multinational businesses.

Investment decision-making 

Investment is defined as the current commitment of funds by individuals, companies or institutional investors to real and/or financial assets for a period of time in order to accumulate wealth in the long term (Marx et al., 2010:3–4). Although investment may include some shares and bonds, for the most part it consists of the real assets that comprise current assets and fixed assets of a business (Meridith and Williams, 1986:208). In this study, investment refers to the acquisition and management of fixed and current assets. The topics that will be discussed with respect to investment management are capital budgeting and net working capital management.

Capital budgeting decisions 

There is only one capital budgeting theory of finance and the theory holds for all businesses regardless of size or type. This being the case, managers should use the same criteria for investment in small businesses as are used for investment in larger businesses (Dhanmondi and Chowdhury, 2009). Dhanmondi and Chowdhury, (2009) further suggest that businesses should only make investment in projects or assets if such investment is in line with the goal of the business. In order to achieve the goal, capital budgeting principles must be applied when assets are purchased.

Brigham and Daves (2004:2) define capital budgeting as a whole process of analysing projects and deciding on which ones to include in the capital budget. Capital budgeting decision-making is done for a long-term period and normally involves the acquisition of fixed assets or the addition of a new product line (Chadwick and Kirkby, 1995:69). Capital budgeting processes require that the relevant cash flows that will rise as a result of investment be measured and the appropriate capital budgeting techniques be applied to decide whether or not the investment project should be accepted or not (Gitman, 2010). The cash flows referred to and capital budgeting techniques will be discussed below.

Begemann (2001:76) states that cash flows that should be estimated or which are normally distinguished for a capital budgeting process are: 

initial investment; 
expected cash flow per period over the expected life of the project; 
and expected terminal cash flow resulting from the termination of the project.
Once cash flows have been developed, they must be analysed using capital budgeting techniques to determine whether a project is acceptable or not. Taylor (2002) states that capital budgeting techniques that are used include the payback period, accounting rate of return, internal rate of return and the net present value. Capital budgeting theory requires that the exercises of capital budgeting techniques should strive to achieve the goal of the business as indicated in Figure 2.1. In this regard, Smart, Megginson and Gitman (2007) assert that investment be undertaken when projects have positive net present value and are rejected when the net present value is negative because positive net present value investment adds value to the company. However Danielson and Jonathan (2006) argue that there are various reasons to question the applicability of this theory to businesses. It is from this brief discussion that attention is diverted to the applicability of the capital budgeting theory to small businesses. Many small businesses have limited management resources and lack expertise in financial management and accounting. As a result, these businesses may not be able to make reliable estimates of future cash flows or evaluate projects using discounted cash flows (Brigham & Daves, 2004).
Working capital management 

Reference was made that businesses typically make long-term investment in fixed assets such as land, buildings, equipment and vehicles. In order to use their fixed assets, businesses need working capital for the day-to-day activities. Working capital refers to investment in short-term assets like cash, inventory and accounts receivable. Marx et al. (2010)state that management of working capital involves decisions to determine the extent to which the current liabilities should be used to finance current assets. Current liabilities include short-term financing such as accounts payable and short-term loans. A cash conversion cycle is a key factor in the management of working capital. A cash conversion cycle represents the average days between the date when the firm must start paying its suppliers and the date when it begins to collect payment from its customers. The decision about how much to invest in accounts receivable and inventory and how much credit to accept from suppliers is reflected in the business’ cash conversion cycle (Smart et al., 2010:806). The proper management of working capital should give a desired importance in profitability, liquidity or risk (Gitman, 2010). The balance among profitability, risk and liquidity should be maintained in the management of working capital at all times. Decisions that tend to increase profitability tend to increase risk, and conversely decisions that focus on risk reduction will tend to reduce potential profitability (Teruel and Solano, 2007). Gitman (2010) suggests that liquidity is necessary to support the cash needs of the business but should not be achieved at a high cost, which may translate to low profit and high risk. High profit must be accompanied by enough cash flow, which will enable the business to meet its short-term obligations. (Padachi, 2006) adds that profitability should be translated into cash from operations within the same operating cycle in such a way that the business does not need to borrow to support its working capital needs. In this way, the objectives of profitability and liquidity would be synchronised. This is necessary because working capital management is of particular importance to the financial health and success of businesses of all sizes. Although the efficient management of working capital is critical to businesses of all sizes, it is the small businesses that should address this issue more seriously (Padachi, 2006). The amount of capital invested in working capital of small businesses is often high in proportion to the total assets employed as compared to larger business. Small businesses have limited access to long-term capital markets, and they tend to rely more heavily on owner financing, trade credit and short-term bank loans to finance their needed investment in cash, accounts receivable and inventory compared to large businesses. However, research by Padachi (2006) indicated that small businesses are not very good at managing the working capital. As a result, most of them fail because of poor financial management, especially working capital management.

Cash flow management 

Effective cash flow management is vital for the success of the business. Cash moves continually through the business. The uneven nature of cash inflows and outflows makes it imperative that cash flows be properly understood and managed (Moore, Petty, Palich & Longenecker, 2008). The primary tool for cash flow management is the preparation of a cash budget and management of the cash conversion cycle.

A cash budget is a statement of planned inflows and outflows. It is used to estimate the business’ short-term cash requirements with particular attention to a plan for surplus or cash shortage (Attril, 2006. Moore et al. (2008) state that many small businesses that fail are profitable but experience cash flow problems. This is consistent with the study conducted by the University of Cape Town’s Graduate School of Business (GSB) (GEM, 2004) on small businesses. The GSB found that 50% of small businesses have cash flow problems and almost 60% of them have exhausted their bank overdraft and failed to pay wages. To address the cash flow problems, government embarked on a strategy to help small business owners to access finance. However Nieman et al. (2006) argue that access to finance is not the solution to the problem as priority should be given to financial management training and particularly to cash flow management.

Analysis of financial statements 

Analysis of financial statements includes the evaluation and interpretation of financial statements (Beaumont-Smith, 2007). Financial statements referred to are income statement, balance sheet and cash flow statement. The analysis of financial statements provides a quick means of assessing the financial health of a business and helps managers to make informed financial decisions. For instance, the analysis of financial statements may help to improve revenue, cut costs and improve cash flows (Peterson & Fabozzi, 2002). Gitman (2010) states that the analysis of financial statements is of interest to shareholders, creditors and the business’ own management who are interested in the firm’s current and future level of risk and returns which affects the business’ value. With the analysis, the interested parties are able to determine whether the business is profitable and the efficiency with which management is using the firm’s assets to generate sales. Analysis of the financial statements can also assist to determine the ability of the business to satisfy both its short-term and long-term obligations. The following section addresses the tools that are used to analyse financial statements. Financial statements are analysed by ratios such as liquidity ratios, activity ratios, debt ratios and profitability ratios (Beaumont-Smith, 2007). Ratio relates one figure appearing in the financial statement to some other figure appearing there. A good example is the net profit in relation to capital employed. As a relative figure, this ratio is easily used for comparison (Attril, 2006). Although the calculation of a ratio is a prerequisite for decision-making, Gitman (2010) emphasized that of the utmost importance is the interpretation of the ratio value. Interpretation can be done by comparing different business’ financial ratios at the same point in time, bench marking the business ratios to the industry average or comparing the current ratios with those from the past.

Short-term financial planning 

Every business, large or small, must have a financial plan before each term’s work. Although planning can be approached differently by small business as compared to huge ones, the fact is that, planning must be exercised. A fair summary of relevant research indicates that, in a dynamic small business, the planning function is given very little consideration while it may be the most important function that the managers have to perform (Walker & Petty, 2001).

The financial planning process can be approached in different ways; however, the basic ingredients include forecasting, developing a course of action and generating projected financial statements associated with a given set of forecast and actions (Walker & Petty, 2001). Since long-term planning has been discussed under capital budgeting and financing decision-making, in this section, the focus will be on short-term financial planning. Gitman (2010) argues that the key aspects of short-term financial planning are profit planning and cash planning. Profit planning is done by compiling pro forma financial statements such as income statements and balance sheets. Cash planning is done by generating a cash budget.

Relationship between financial management and profitability

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 budgeting control, ratio analysis and cost volume profit analysis (Paramasivan et al, 2009). Gabrielsson, Sasi and Darling (2004) revealed that the finance strategy selections and financial management capabilities are shown to influence the advancement of rapidly growing businesses 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 businesses, Kieu (2004) indicates that business 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, businesses can improve their profitability.

Effect of financial management practices on profitability
The effect of financial management practice on profitability was found to be positive. Paramasivan, et. Al (2009) argues that financial management helps to improve the profitability position of business of business organizations with the help of strong financial control devices such as budgeting control, ratio analysis and CVP analysis, Mcmahon and Holmes (1991) pointed out that financial managers are crucial to the profitability, survival and well-being of small business enterprises. In his study on small business in Vietnam, kieu (2004) found out that efficiency in financial management practices such as accounting information system, financial reporting and analysis working capital management, fixed asset management and financial planning and good performance in financial characteristics such as liquidity and business activity has a positive importance on profitability. In addition, the study conducted by chung and chuang (2010) also reveals efficiency in capital structure management, working capital management, financial reporting and analysis; capital budgeting and accounting information system has a positive importance on profitability of business organizations.

2.3
THEORETICAL FRAMEWORK

Pecking Order Theory

The study is based on the Pecking Order Theory. Pecking order theory of capital structure states that firms have a preferred hierarchy for financing decisions. The highest preference is to use internal financing (retained earnings and the effects of depreciation) before resorting to any form of external funds. Internal funds incur no flotation costs and require no additional disclosure of proprietary financial information that could lead to more severe market discipline and a possible loss of competitive advantage. If a firm must use external funds, the preference is to use the following order of financing sources: debt, convertible securities, preferred stock, and common stock (Myers S.C. & Majluf N., 1984). This order reflects the motivations of the financial manager to retain control of the firm (since only common stock has a “voice” in management), reduce the agency costs of equity, and avoid the seemingly inevitable negative market reaction to an announcement of a new equity issue. (Hawawini and Viallet, 1999).

Implicit in pecking order theory are two key assumptions about financial managers. The first of these is asymmetric information, or the likelihood that a firm‟s managers know more about the company‟s current earnings and future growth opportunities than do outside investors. There is a strong desire to keep such information proprietary. The use of internal funds precludes managers from having to make public disclosures about the company‟s investment opportunities and potential profits to be realized from investing in them. The second assumption is that managers will act in the best interests of the company’s existing shareholders. The managers may even forgo a positive-NPV project if it would require the issue of new equity, since this would give much of the project’s value to new shareholders at the expense of the old (Myers and Majluf, 1984).

Pecking order theory is important for explaining capital structure changes. By including a discussion of pecking order theory in the capital structure unit financial managers are exposed to a broad base of both theory and practice that will enable them to better understand how important financing decisions are made. In addition to the traditional discussion of the importance of taxes, financial distress, and agency costs upon capital structure decisions, Pecking order theory help financial managers to gain insight to how management motivations and market perceptions also importance these decisions. Furthermore, the addition of pecking order theory into the basic discussion of capital structure provides one more opportunity for critical thinking to occur. For example, a financial manager can show how the debt ratios of leading companies in particular industries differ from the industry averages to which most companies are usually compared during a cross-sectional financial analysis.

2.3
EMPIRICAL FRAMEWORK

Mursal et al (2016) in the study “Effects of Financial Management Practices on Profitability of Businesses in Mogadishu, Somalia”. The main objectives the study focused on four variables which are; to investigate the effects of working capital management on profitability, to investigate the effects of financial planning management on profitability, to investigate the effects of financial literacy on profitability and to investigate the effects of resource allocation on profitability of businesses in Mogadishu Somalia. The target population of the study was 150 business entities operating in Mogadishu, howlwdag district in bakaro market. Stratified random sampling technique was used since the population consists of managers, owners and employees. The sample size of the study contained 109 of the owners, managers and employees of business organizations. The study used a questionnaire to collect data. Data was analyzed using Statistical Package for Social Sciences (SPSS) version 22.0, which is a software tool for data analysis.Data collected was purely quantitative and it was analyzed using descriptive analysis. Regression analysis was used to come up with the model. The study used a multiple regression equation. The study concluded that Implementing efficiently and effectively financial management practices through employing financial manager practitioners or training and developing the old ones bring businesses to be profitable.The study stated that most problem faced by businesses was they lack enough financial management practices that could made possible all the financial transactions, investments and financing decisions to line in order to reach financial objectives of the business. The finding of the study reveals that only few owners and managers have proper financial management practices and able their business to be profitable. The study findings established that there was a positive relationship (R= 0.991) between the variables. The study also revealed that 98.2% of profitability in the SMEs could be explained by the variables under study. The recommending business owners/managers should employ financial management practices to increase profitability of their business.

Soqib et al (2017) in the study “importance of Financial Management Practices on business Profitability with Moderating Role of Agency Cost”. The objective of the study was to check the relationships of financial management practices on profitability of small and medium enterprises and also to check the importance of agency cost on this relationship. The study consists of data analysis of two hundred businesses from Faisalabad Pakistan. The study used primary data predominantly. SPSS 23 was used for descriptive analysis and Structural Equation Model (SEM) through Partial Least Square (PLS) 3 for hypothesis testing. The findings of the study indicated the presence of positive relationship between financial management practices and business profitability but agency cost as a moderator has no effect on the relationship. The study strongly recommends higher adherence to financial management practices.

Regina G. O (2012) in the study“Financial Management Practices of business Firms in Nigeria. The exploratory research design was adopted to determine whether the financial management practices of small firms in Nigeria importanceed on their accountability, profitability, growth and survival. Five independent variables (accounting systems, financial management information, working capital management, budgeting practices and managerial planning) were used in the evaluation which was restricted to six small firms. Results indicate that two financial information variables (accounting system and financial management information) alone dominate the risk perception of fund providers. As a result, small firms find it difficult to source adequate funds for business operations. The study also reveals that the five independent variables have significant importance on the survival, growth and profitability of small firms. SME firms are therefore advised to employ the services of qualified accountants in order to upgrade their financial management practices to enhance their overall performance.

Godfrey Adda (2020) in the study “Financial Management Practices and Growth of business Enterprises: The case of Kassena-Nankana West District. The study explores businesses’ financial management skills and practices in relation to their growth. The study used questionnaire to collect data from managers or owners of businesses. Descriptive statistics was used to present the results of the data. Not only that but also, a multiple regression model was also used to test the correlation between financial management practices of businesses and business growth. The results indicated a moderate correlation between the financial management practices of the businesses and the growth of the enterprises. Based on the findings, it is recommended for targeted financial education programmes to help managers and owners of businesses develop and adopt best financial management practices.
2.3 CHAPTER SUMMARY

In this review the researcher has sampled the opinions and views of several authors and scholars on the concept of financial management and planning. The works of scholars who conducted empirical studies have been reviewed also. The chapter has made clear that financial management and planning is brings about enhanced accountability and sustainability of businesses In this chapter also, the researcher has been able to review some literature comparing financial management and planning and performance of businesses. This chapter is thus fulfilled the conceptual, theoretical and empirical requirements.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION

In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3 POPULATION SAMPLING SIZE

The population for the study will consist of executives and their subordinates in the organization which is charged with the application of management by objectives to attain organizational goals in the organization.

This study was carried out on importance of effective management of finance on the success of business organization using Union Bank of Nigeria Plc, Keffi Abuja road, New Nyanya branch as a case study. Hence, the population of this study comprises of staff of Union Bank, New Nyanya branch.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.   

In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of the entire staff of Union Bank, New Nyanya branch, the researcher conveniently selected 35 from accounting and financial dept, purchasing dept, and administrative units as sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analyzed using the frequency tables, which provided answers to the research questions. The hypothesis were tested using Chi-square statistical tool.

3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

he study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

1 INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of thirty five (35) questionnaires were administered to respondents of which thirty one (31) were returned while all were validated. For this study a total of  31 was validated for the analysis.

4.2
DATA PRESENTATION

The table below shows the summary of the survey. A sample of 35 was calculated for this study. A total of 31 responses were received whiles 31 was validated. For this study a total of 31was used for the analysis.

Table 4.1: Distribution of Questionnaire

	Questionnaire 
	Frequency
	Percentage 

	Sample size
	35
	100

	Received  
	31
	89

	Validated
	31
	89


Source: Field Survey, 2021

Table 4.2: Demographic data of respondents

	Demographic information
	Frequency
	percent

	Gender
Male
	
	

	
	13
	42%

	Female
	18
	58%

	Age
	
	

	20-30
	12
	39%

	30-40
	11
	36%

	41-50
	08
	26%

	51+
	0
	0%

	Education
	
	

	HND/BSC
	15
	48%

	MASTERS
	10
	32%

	PHD
	06
	19%

	Marital Status
	
	

	Single
	10
	32%

	Married
	18
	58%

	Separated
	0
	0%

	Divorced
	03
	10%

	Widowed
	0
	0%

	Position 
	
	

	Junior Staff
	21
	68%

	Senior Staff
	10
	32%


Source: Field Survey, 2021
4.3
 ANSWERING RESEARCH QUESTIONS

Question 1: Does a financial manager carryout financial planning in the organization?
Table 4.3:  Respondent on question 1

	Options
	Frequency
	Percentage

	Yes
	31
	100

	No
	0
	0

	Undecided
	0
	0

	Total
	31
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, all the respondents constituting 100% said yes, there was no record for no and undecided.

Question 2: How does financial planning affect the performance of organization?
Table 4.4:  Respondent on question 2
	Options
	Yes
	No
	Total

	It facilitates critical financial decisions
	31

100%
	0
	31

100%

	It ensures adequate financial management
	31

100%
	0
	31

100%

	It contributes to effectively allocation of financial resources
	31

100%
	0
	31

100%

	It contributes to effectively utilization of funds 
	31

100%
	0
	31

100%

	It helps to maintain the liquidity of the organization
	31

100%
	0
	31

100%


Field Survey, 2021

From the responses obtained as expressed in the table above, all the respondents said yes to the options provided in the question “How does financial planning affect the performance of organization?” There was no record of no to the given options.

Question 3: Does organization recognize the performance of its financial managers?
Table 4.5:  Respondent on question 3

	Options
	Frequency
	Percentage

	Yes
	17
	55

	No
	06
	19

	Undecided
	08
	26

	Total
	50
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 55% of the respondents said yes, 19% of the respondents said no, while the remaining 26% were undecided.

Question 4: How does financial manager perform his duty in the organization?
Table 4.5:  Respondent on question 4
	Options
	Yes
	No
	Total

	By planning the financial needs of the organization
	31

100%
	0
	31

100%

	By acquiring the funds needed by the organization
	31

100%
	0
	31

100%

	By investing appropriately the Funds of the organization
	31

100%
	0
	31

100%

	By carrying out working capital management
	31

100%
	0
	31

100%


Field Survey, 2021

From the responses obtained as expressed in the table above, all the respondents said yes to the options provided in the question “How does financial manager perform his duty in the organization?” There was no record of no to the given options.

Question 5: Is there any problem in-citation against financial planning system in your organization?
Table 4.7:  Respondent on question 5

	Options
	Frequency
	Percentage

	Yes
	25
	81

	No
	03
	9.5

	Undecided
	03
	9.5

	Total
	50
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 81% of the respondents said yes, 9.5% of the respondents said no, while the remaining 9.5% were undecided.

TESTOF HYPOTHESIS

Table 4.8: importance of effective management of finance does not lead to the success of business organization.
	Options
	Fo
	Fe
	Fo - Fe
	(Fo - Fe)2
	(Fo˗-Fe)2/Fe

	Yes
	06
	10.33
	-4.33
	18.75
	1.82

	No
	19
	10.33
	8.67
	75.17
	7.28

	Undecided
	06
	10.33
	-4.33
	18.75
	1.82

	Total
	31
	31
	
	
	10.92


Source: Extract from Contingency Table




Degree of freedom = (r-1) (c-1)






(3-1) (2-1)






(2)  (1)






 = 2

At 0.05 significant level and at a calculated degree of freedom, the critical table value is 5.991.

Findings

The calculated X2 = 10.92 and is greater than the table value of X2 at 0.05 significant level which is 5.991.
Decision

Since the X2 calculated value is greater than the critical table value that is 10.92 is greater than 5.991, the Null hypothesis is rejected and the alternative hypothesis which states that importance of effective management of finance leads to the success of business organization is accepted.

CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS:

5.1 Introduction

This chapter summarizes the findings on the importance of effective management of finance on the success of business organization using Union Bank of Nigeria Plc, Keffi Abuja road, New Nyanya branch as a case study. The chapter consists of summary of the study, conclusions, and recommendations. 
5.2 Summary of the Study

In this study, our focus was on the importance of effective management of finance on the success of business organization using Union Bank of Nigeria Plc, Keffi Abuja road, New Nyanya branch as a case study. The study is was specifically set to; enable the bank maximize profit and minimize cost, enable the bank reach the customers satisfaction, and enable the effective survival of organizational image.

The study adopted the survey research design and randomly enrolled participants in the study. A total of 31 responses were validated from the enrolled participants where all respondent are staff of Union Bank of Nigeria Plc, Keffi Abuja road, New Nyanya branch.

5.3 Conclusions

In the light of the analysis carried out, the following conclusions were drawn.

Financial managers carryout financial planning in the organization.

Financial planning affect the performance of business organization through the vital roles it plays, which include; facilitating critical financial decisions, ensuring adequate financial management, contributing to effectively allocation of financial resources, contributing to effective utilization of funds, and  helps to maintain the liquidity of the organization.

The organization recognizes the performance of its financial managers.

The financial manager performs his duty in the organization, as he plans the financial needs of the organization, acquire the funds needed by the organization, invest appropriately the Funds of the organization and manages the working capital of the organization.

There are problems in-citation against financial planning system in the organization.

5.4 Recommendation

The following recommendations were proffered with respect to the findings of the study;

The organization should properly metirate their managers to avoid low profitability for the achievement of its goals and objectives. And also the manager should be recognized and appreciated, for the hard work and job well done to encourage him to put in his best at work and for the organization.

The management should critically and meticulously carryout a detailed investigation in the organization with the sole aim of identifying the major problems facing its financial planning system, so as to make necessary previsions to manage the problems on time.
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APPENDIXE

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(S) ON A QUESTION.

SECTION A

PERSONAL INFORMATION

Gender

Male [  ]
Female [  ]

Age 

20-30

[  ]

31-40

[  ]

41-50   [  ]
51 and above [  ]

Educational level

BSC/HND
[  ]

MSC/PGDE
[  ]

PHD


[  ]

Others……………………………………………….. (please indicate)

Marital Status

Single

[  ]
Married
[  ]
Separated
[  ]
Divorced
[  ]
Widowed
[  ]
Position 

Junior Staff
[  ]
Senior Staff
[  ]

SECTION B:

Question 1: Does a financial manager carryout financial planning in the organization?
	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


Question 2: How does financial planning affect the performance of organization?
	Options
	Yes
	No

	It facilitates critical financial decisions
	
	

	It ensures adequate financial management
	
	

	It contributes to effectively allocation of financial resources
	
	

	It contributes to effectively utilization of funds 
	
	

	It helps to maintain the liquidity of the organization
	
	


Question 3: Does organization recognize the performance of its financial managers?
	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


Question 4: How does financial manager perform his duty in the organization?
	Options
	Yes
	No

	By planning the financial needs of the organization
	
	

	By acquiring the funds needed by the organization
	
	

	By investing appropriately the Funds of the organization
	
	

	By carrying out working capital management
	
	


Question 5: Is there any problem in-citation against financial planning system in your organization?
	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


Question 6: importance of effective management of finance does not lead to the success of business organization?
	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


GOAL OF THE BUSINESS


MAXIMISE SHAREHOLDERS’ WEALTH OR VALUE OF THE FIRM





Financing


decisions





Investment


decisions





Profit distribution





Long-term investment





Short-term investment





Capital budgeting








