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ABSTRACT

The research aimed to investigate the financial management practices and their impact on the performance of stall concessionaires in Cauayan City, Isabela, using a descriptive design. A total of 66 randomly selected stall concessionaires were surveyed, employing a checklist for data collection. It utilized statistical tools such as frequency counts and percentages to present the profiles of the respondents. The mean and standard deviation were utilized to assess the financial management practices and performance of the concessionaires.

The study utilized both an independent sample t-test and a one-way analysis of variance to evaluate the significant difference in financial management practices when grouped based on their profiles and performance when grouped according to their profiles. Additionally, the Pearson product-moment correlation coefficient was employed to assess significant relationships between financial management practices and the performance of stall concessionaires. The study found that stall concessionaires generally exhibit high levels of financial management and good performance. The correlation matrix highlighted intricate relationships among risk, investment, cash, and credit management, influencing critical performance metrics. The study emphasized the crucial role of comprehensive financial management in achieving overall performance and concluded with a call for tailored skill development and financial education to enhance business performance.
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Chapter 1
THE PROBLEM AND ITS BACKGROUND

Introduction

In the dynamic landscape of today's business world, small and medium-sized enterprises (SMEs) find themselves navigating through a myriad of challenges. These difficulties, which are already part of the complex structure of running a business, are intensified by external factors such as financial crises, climate change, and the transformative impacts of the COVID-19 pandemic. SMEs, being the backbone of many economies, play a crucial role in the economic structure, and their resilience is continually tested by these external forces. A stark revelation from a 2021 World Bank report indicated that 25% of the most affected businesses experienced a staggering 72% drop in sales initially, followed by a 50% decline in the subsequent months. Yet, amid these challenges, there is resilience.

Looking ahead, the World Bank's latest projections (2023) paint a hopeful picture, anticipating global economic growth of 1.7% in 2023 and 2.7% in 2024. These projections not only underscore the intricate link between SMEs and broader economic trends but also emphasize the imperative for stakeholders to unite in a collaborative effort. It becomes increasingly evident that the sustainable growth of SMEs is not solely a matter of business strategy but requires a collective response from various stakeholders. In the wake of evolving global dynamics, there is a pressing need for collaboration. Together, stakeholders must address external challenges, foster an environment conducive to the continued resilience and growth of SMEs, and ultimately contribute to the overall stability and prosperity of the global economy.

Delving deeper into the challenges faced by SME owners, according to Chhabra and Pattanayak (2014), as cited by Obazze (2019), effective management emerges as a pivotal factor contributing to their difficulties. The inadequacy of business owners in implementing efficient management practices becomes apparent, signifying a crucial area that requires attention for sustained enterprise success. The intricate interplay of government regulations and the adoption of optimal strategies throughout a firm's lifespan cannot be overstated in influencing business prosperity and expansion. Despite this recognition, SMEs grapple with persistent obstacles, including a lack of collateral, deficient bookkeeping, inadequate account preparation, and suboptimal financial management practices, as highlighted by Attom (2012) and further emphasized by Bismarck et al. (2018). Adding to this complexity, Erskine and Yong (2020) emphasize the critical role of financial management skills and performance, identifying them as major contributors to the alarming rate of business failures. In this ever-evolving landscape, understanding and addressing the intricate web of challenges faced by SMEs becomes imperative for fostering resilience and sustainability and ultimately catalyzing their growth on the global stage.

Building upon the recognition of the challenges faced by SMEs, various studies underscore the significance of financial management practices (Zada et al., 2021). Financial management practices constitute a crucial aspect of SME efficiency and performance. Ikrama and Ahmed's (2018) research also indicates that financial management practices play a vital role in enhancing an enterprise's economic condition. The study emphasizes that sound financial management practices lead to impactful and prudent financial decisions, which are pivotal for the sustainability, growth, and profitability of businesses. Despite these advantages, certain sectors, such as agro-enterprises, still grapple with the challenge of poor financial management practices (Mang'ana et al., 2023). Furthermore, inadequate financial management practices have been identified as a primary cause of business failures, contributing to financial difficulties, mismanagement of funds, and shortages of long-term funds (Muguchia, 2018). The cumulative findings of these studies underscore the crucial role of financial management practices in businesses, highlighting the need for incorporating effective management and practices to enhance overall business performance. Moreover, the implementation of a well-aligned financial management system in a business result in increased efficiency and effectiveness. By recognizing and addressing the challenges faced by SMEs and incorporating effective financial management practices, businesses can strive towards resilience, sustainability, and growth in the global marketplace.

With a deep understanding of the profound significance of effective financial management practices for stall concessionaires, this study embarked on a mission to recognize the unique needs of businesses, particularly food stalls. By connecting global financial insights with practical, targeted recommendations, the study aimed to bridge the gap between theoretical understanding and real-world application. Through this endeavor, the ultimate goal was to ignite economic growth among stall concessionaires and foster their long-term sustainability.

To achieve these aspirations, the study set its sights on assessing the extent of financial management practices and their direct impact on the performance of stall concessionaires in Cauayan City, Isabela. By delving into this examination, the findings of the study served as a solid foundation for future action plans. This invaluable knowledge not only helped gauge the current state of financial management practices but also paved the way for enhancing these practices to achieve improved business performance.

Theoretical Framework

The study strategically positions itself within the theoretical framework of agency theory, an expansive paradigm illuminating the intricate dynamics of organizational structures. Jensen and Meckling (1976) defined an agency relationship as a contract under which one or more persons (the principal) engage another person (the agent) to perform some service on their behalf, which involves delegating some decision-making authority to the agent. In the context of stall concessionaires, the Agency Theory offers a nuanced lens for examining the complex relationship dynamics between business owners (principals) and managers (agents).

Within the theoretical framework of agency theory, the study attempts to clarify how these important stakeholders’ possibly conflicting interests are aligned through the use of instrumental financial management practices. The fundamental principle of agency theory states that attaining alignment through prudent financial management has significant effects on stall concessionaires’ overall performance and success. The research aims to close the knowledge gap on how financial choices affect the harmony and cooperation between managers and business owners in the particular operating environment of stall concessionaires by placing itself within this theoretical framework.

Agency theory served as a fundamental theoretical framework for both Dorfman et al. (2017) and Ahmed and Hassan (2023), influencing the study. Focused on the delicate balance between responsibility and delegation and their implications on efficiency and effectiveness from the perspective of agency theory, Ahmed and Hassan explored conflicts of interest, accountability processes, and delegation systems within companies. Similarly, Dorfman et al. focused on the complex relationships that arose between CEOs (agents) and shareholders (principals) when making corporate social responsibility decisions. They analyzed these relationships using agency theory, helping to understand the nuances of principal-agent dynamics and how they affected CSR initiatives. By using this theoretical framework, the study aimed to improve its analytical capabilities and significantly advance knowledge of how agency dynamics influence moral behavior in the corporate governance domain.

This research delved deeply into the theoretical framework, closely examining the complex agency problems that concessionaire enterprises had to deal with. By critically assessing Agency Theory’s methodologies, the study revealed crucial information on the intricate dynamics influencing financial management practices and their effects on business performance. Within the socioeconomic framework of Cauayan City, Isabela, the research made insightful assumptions and useful suggestions to direct and improve the financial management practices of stall concessionaires in the area. This theoretically rich study aimed to offer immediately applicable insights into the difficulties faced by stall concessionaires in Cauayan City, going beyond simply adding to academic discourse. It did this by providing in-depth knowledge of the interactions between agency dynamics, performance outcomes, and financial management practices. The research assessed the effect of financial management practices on concessionaire performance by combining a thorough theoretical analysis with empirical research. This allowed for the creation of well-informed action plans and the reinforcement of key concepts to improve overall business performance.

Using the perceptive analytical framework of agency theory, the study explores the relationship between financial management practices and the performance of stall concessionaires in Cauayan City, Isabela. Financial management practices, such as risk management, investment management, cash management, and credit management, are seen as strategic instruments that are specifically created to balance competing goals between business owners, or proprietors, and management representatives. Applying efficient cash management in line with long-term profitability objectives and the difficult balancing act of credit management for sales growth are emphasized. The study emphasizes how crucial well-executed risk management frameworks and prudent investment choices were in ensuring the long-term viability of concessionaires' businesses.

The study employs the guiding principles of agency theory to carefully move through the relationships between the independent variables of financial management practices—cash management, risk management, credit management, and investment management—and the dependent variables of stall concessionaire performance—profitability, sustainability, sales growth, and financial stability—through the operational framework below.

INDEPENDENT VARIABLE
Financial Management Practices
· Cash Management
· Risk Management
· Credit Management
· Investment Management

DEPENDENT VARIABLE
Performance of Stall Concessionaires
· Profitability
· Sustainability
· Sales Growth
· Financial Stability
· 
Statement of the Problem

The study aimed to determine financial management practices and their relationship to the performance of stall concessionaires in Cauayan City, Isabela. Specifically, the study sought to answer the following questions:
1. What are the socio-demographic profiles of respondents in terms of
a) Age;
b) Sex;
c) Educational attainment;
d) Number of years as stall concessionaire;
e) marital status; and
f) Monthly income?
2. What is the level of financial management practices of stall concessionaires in Cauayan City in terms of:
a) Cash management;
b) Credit management;
	c) risk management; and
	d) Investment management?
1. What is the level of performance of stall concessionaires in terms of:
a) Profitability;
b) Sales growth;
c) Financial Stability; and
d) Sustainability?
2. Is there a significant difference between financial management practices when grouped according to their profiles?
3. Is there a significant difference in the performance of stall concessionaires when grouped according to their profiles?
4. Is there a significant relationship between the financial management practices and the performance of stall concessionaires?
5. 
Hypothesis of the Study

The study had the following hypothesis for acceptance or rejection:
H0: There is no significant relationship between financial management practices and the performance of stall concessionaires.
H1: There is a significant relationship between the financial management practices and the performance of stall concessionaires.

Significance of the Study

The findings of the study will be significant for the following:
Business Owners. The result of the study will provide necessary information to help business owners improve their business performance.
Stall Concessionaire. This study may help stall concessionaires get an idea of their financial management practices that help enhance their business performance.
Community. This study will provide a clearer picture to the members of the community about financial management practices.
Government. The findings may guide the government as a reference to develop policies that support stall concessionaires’ sustainability and success, resulting in promoting an encouraging business environment in Cauayan City.
Financial Management Students. The result of the study will provide new knowledge about financial management practices. Thereby, helping them make sound decisions and achieve their financial goals.
Business Administration Program. The result of the study will serve as the basis for the BSBA program to improve its curriculum.
Future Researchers. This study will serve as the basis for future researchers conducting related studies.

Scope and Delimitation

This study aimed to determine financial management practices and their relation to the performance of the stall concessionaires in Cauayan City. Moreover, the respondents of the study were confined only to the food industry in SMEs in Cauayan City, Isabela.

Definition of Terms

Business Owner. It is one person who is in control of the operational and monetary aspects of a business.
Cash management. It refers to the collection, handling, and management of the cash flow of a stall concessionaire from the business's working activities.
Cauayan City. This is where the stall concessionaires are located.
Concessionaires. They are the people who rent space in Cauayan City for their food stalls.
Credit management. It is the process by which the stall concessionaire manages their debts to pay them on time and in full.
Financial Management Practices. It is the ability of stall owners to understand and effectively use their financial skills in managing their businesses.
Financial Stability. It is the ability of the stall concessionaires to maintain their income and be able to pay their debts efficiently.
Food Industry. It is a type of business where the stall concessionaires are involved.
Food Stall. This refers to a stand that is generally a temporary structure that is used to market food products in Cauayan City for the general public.
Investment management. It is about the decisions of stall concessionaires regarding investment.
Performance. It is the ability of the stall concessionaire to perform an action or process to accomplish its financial objectives.
[bookmark: _GoBack]Profitability. It is the degree to which the stall concessionaires in Cauayan City yield profit or financial gain.
Risk management. It is the identification of security and financial concerns that prevent the capital and income of stall concessionaires.
Sales Growth. It measures the change in revenue of the stall concessionaires over a fixed period of time.
Small and Medium Enterprises. Small enterprises are companies with fewer than 50 employees, and medium-size enterprises are ones with fewer than 250 employees.
Sustainability. It is the ability of the stall concessionaires to meet the current needs of their customers without compromising the future.




