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ABSTRACT

Small businesses are crucial to the continued growth and development of the economy. Such businesses can substantially strengthen local and regional economies, generate jobs, and promote innovation. It has been demonstrated that several types of financial management techniques improve business success. This research study aims to determine the impact of financial management practices on the performance of small-scale enterprises in selected barangays in Cabatuan, Isabela. The researchers used a descriptive-correlational research method through a survey by asking the respondents questions. Through purposive sampling, thirty (30) respondents were selected from the small-scale enterprises in Cabatuan, Isabela. The findings revealed that respondents generally agreed they have adequate financial management practices, leading to an overall positive business performance in terms of financial stability, operational efficiency, customer satisfaction, and employee engagement. A statistically significant positive relationship between improved business performance and effective financial management has been determined. The researchers encourage future researchers to consider studying larger sample populations to ensure their findings are statistically robust and generalizable to a broader range of businesses.
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CHAPTER I
THE PROBLEM AND ITS BACKGROUND

Introduction

In today's generation, there is a rapid change in the environment, including the business sector. Most business owners have skills for improving their businesses by managing their finances to increase profit, productivity, and long-term goals. In every decision that an individual makes, there is an influence that can financially affect the running of the business. One of the main goals is to increase the profit of every business.

Small enterprises play a significant role in driving economic growth and development, particularly in emerging economies. These businesses have the potential to create jobs, stimulate innovation, and contribute significantly to local and regional economies. However, despite their critical role, SMEs face numerous challenges, particularly in managing their finances (Thapa et al., 2019).

According to the World Bank, SMEs constitute over 90% of all businesses worldwide and are responsible for creating around 60% of jobs globally (World Bank, 2019). However, despite SMEs' vital role in driving economic growth, they face numerous challenges, particularly in managing their finances. SMEs often lack the financial resources, expertise, and infrastructure to manage their finances effectively, leading to poor financial performance and even business failure.

One of the primary challenges that SMEs face is access to finance. In many developing countries, financial institutions are often reluctant to lend to SMEs due to the perceived risks associated with these businesses (Kazeem et al., 2019). This lack of access to finance makes it difficult for SMEs to invest in equipment, hire new staff, or expand their operations.

Another challenge that SMEs face is inadequate financial planning. Many SMEs lack the financial expertise to develop comprehensive financial plans to help them make sound business decisions (Bakhtiar et al., 2021). As a result, these businesses may struggle to identify potential sources of revenue, manage costs effectively, or forecast future financial performance accurately.

In addition to these challenges, SMEs often lack the financial infrastructure to manage their finances effectively. For example, many SMEs may lack the necessary accounting systems to monitor their financial transactions effectively (Mutsikiwa et al., 2019). This can make it difficult for SMEs to track revenue, manage expenses, or generate financial reports that can be used to inform business decisions.

Despite these challenges, several financial management practices have been shown to contribute to the success of SMEs. For example, effective financial planning, robust accounting systems, and access to finance have been found to be critical factors contributing to SMEs' success (Gul et al., 2020). However, the effectiveness of these practices may vary depending on the context in which SMEs operate.
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Financial management is the demonstration of applying general administration standards, for example, planning, organizing, controlling, and directing, to personal and business finances to accomplish different objectives and targets. It is the procedure and steps required to make one's finances more effective and efficient. 

Accordingly, it is an essential capacity of each successful business and the key to sound personal finances (Milbrath, 2019).

Financial management is certifiably not a one-time choice but a continuous process. It is one of the most significant parts of any business. Often, it is not just about how much we accumulate but also how we manage it. Managing your finances actively and effectively will help your business improve its profitability and continue to be successful for a long time.

Sound financial management creates value and organizational capacity through the allocation of scarce resources among competing business opportunities. It guides the implementation and checking of business strategies and helps achieve business goals (Lumen, 2019).

Financial Reports (2022) stated that financial management is essential for the success of a business, as it helps to plan for the future and stay on budget. Poor financial management can lead to several detrimental consequences, such as shutting down and being liquidated. As a business owner, it is essential to be aware of their financial health and be able to make sound decisions based on it. A business with poor financial management practices can suffer from several negative consequences, including negative earnings and reputation, poor credit, and a lack of ability to attract clients. Having sound knowledge of your finances and the confidence to make decisions that are best for your business is vital.

According to Essay, UK (2013), all organizations work on making a profit eventually and benefit in the end. The organizations must guarantee that they are careful about their financial records since this determines how well the business performs. In each financial year, organizations must review their financial records and balance their books to prepare for the following year. The organization can determine its financial position using proportions and other business finance ideas. This information will likewise help the organization when creating its budget. Several strategies exist that can be utilized to determine an organization's financial position and future forecasts.
The researchers of this study aim to identify the impact of financial management practices on the performance of small-scale enterprises in selected barangays in Cabatuan, Isabela.

Statement of the Problem

The study determined the impact of financial management practices on the performance of small-scale enterprises in selected barangays in Cabatuan, Isabela. It specifically answers the following questions:

1. What is the profile of the respondents in terms of:
1.1 Type of business
1.2 Number of years in operation
2. What are the financial management practices of small-scale enterprises in terms of:
2.1 Financial Planning and Control
2.2 Working Capital Management
2.2.1 Cash Management
2.2.2 Inventory Management
2.2.3 Accounts Receivable and Payable Management
2.3 Financial Reporting and Analysis
3. What is the performance of the business in terms of:
3.1 Financial Performance
3.2 Operational Efficiency
3.3 Customer Satisfaction
3.4 Employee Engagement

Hypothesis of the Study

There is no significant relationship between financial management practices and the overall performance of small-scale enterprises.





Significance of the Study

The findings of the study are significant for the following:
Business Owners. This study will provide additional knowledge to business owners regarding financial management practices and their impact on the business's performance.
Community. The findings of this study can benefit the community by further understanding the financial management practices of small-scale enterprises.
Government. The results of this study will help them establish new programs for business owners that can enhance their knowledge about managing their finances.
Researchers. This study will help the researchers identify and have a deeper understanding of the different financial management practices and their impact on the performance of small-scale enterprises in Cabatuan, Isabela.
Future Business Owners. The result of this study will give them information regarding financial management practices and how to use them to build a strong foundation in business.
Future Researchers. It will be a helpful reference or basis for future researchers and help further studies on financial management practices.

Scope and Delimitation of the Study

In this study, the researchers emphasized and focused solely on the impact of financial management practices on the performance of small-scale enterprises in selected barangays in Cabatuan, Isabela. The scope of the study will be limited to the thirty (30) owners and/or managers of small-scale enterprises in Cabatuan, Isabela. The researchers decided to select the respondents who have a business permit because they are the only ones who are available. The study will be conducted in the first semester of the 2023 school year.

Definition of Terms

Business Owners. An individual who owns a small-scale enterprise.
Financial. Pertaining to or relating to the money matters of business owners.
[bookmark: _GoBack]Financial Management. How a business manages its funds to maintain an efficient operation and achieve the enterprise's goals.
Impact. It refers to the effect of having financial management practices on business performance.
Performance. How well small-scale enterprises are performing as a whole.
Practices. The act of doing something regularly to improve the performance of the business.
Profit. The amount of money earned by small-scale enterprises.
Small-Scale Enterprises. The respondents to this study. It is defined as any business activity or enterprise engaged in industry, agribusiness, and/or services with Php 3,000,001 – Php 15,000,000 in assets.

