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ABSTRACT

This research project ‘’A study of accounting records in small business firms in Enugu’’.

Set out to investigate the accounting records, system of small firms (in Enugu) with a view to outline its adequacy and chapters.

Chapter one is the proposal which contains introduction, the statement of the problem i.e. what problems hinder small firms from keeping accounting records. The objective of the study and the beneficiaries from the visited in this chapter are the constraining factor confronting the researcher as well as some assumption on which the investigation was based. The chapter ended with the definition of some term that were used in the research work.

Chapter two was the review of related literature based on, the review of related literature based on, the concept of small scale business (definition, importance, problems and constraints). Attributes of a proper accounting record was treated in this chapter two. Also treated is the procedure for designing an accounting system.

Chapter three present the method of research i.e. the design of instrument, data collection data. The chapter was rounded off with a suggestion of area for further research.
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CHAPTER ONE

INTRODUCTION

BACKGROUND OF THE STUDY

Small-scale enterprises play a crucial role in the development of a country. Small-scale enterprises are known to have contributed in transforming the economic status of a country from a backward trend to a prosperous trend. In the words of deruelt and derma (1981).

‘’ the socio-economic transformation of India cannot be achieved without paying adequate attention to the development off this sector. 

Small scale industries have ramified into different areas for the removal of poverty employment generation, meeting consumer needs meeting capital deficiency, optimal resource utilization, imparting of high skill’’

Nigeria is still in her early stage of development with the attendant difficulties. After independence in 1960, the federal government laid emphasis on the establishment of large-scale industries and adoption of import substitution programs. As unemployment and caused voluntary development was equally hindered. Recently the federal government preplanned the economy and paid attention to small scale in economic development, (Odoh 1990).

The importance of small-scale enterprises to the economy can be outline as follows:

Employment potentials:

Small-scale industries invest highly on labour and as such employ many idle hands with their meager capital. Large-scale industries would need, a lot more capital to employ the same number of people.

Self-employment:

Small-scale enterprises encourage self-employment. This is so because start-up capital is relatively small in small-scale enterprises and is therefore easily affordable by skill individuals. In this are when the country is clamoring for self-sufficiency, the contribution from these self-reliant, self-employed persons in very important. Every support should be given to encourage the courageous and invaluable endeavors of these people.

Capital light:

The capital outlay for starting a small-scale enterprise is small scale. Since Nigeria is still under developed and therefore has a high incidence of capital in availability that characterize underdeveloped countries, it is more advantageous to channel this scarce fund to small scale industries there by enhancing the tapping of the capital that would have, otherwise remained redundant.

Accelerating economic growth:

The combination of small industries with large industries or with agriculture can accelerate economic growth. Small scale industries help in providing for shortages in consumer goods and, in this way, assist in checking inflation. They further increase the gross national product and consequently, foreign exchange for importation of capital goods and technological know-how. All these are synonymous with growth on the economy (Odoh, 1990).

The need for proper accounting records in business arises because accounting records in business arises because accounting records forms the most important information system for accounting managers, financial managers and functional (i.e. marketing, operation, personal e.t.c.) managers, as well as for users of information system at all level in the organization. Information is the very core of the accounting profession and it is the accounting record that supply this information. According to American accounting standard association committee.


‘’Essentially, accounting is an information system.


More precisely, it is an application of the general theory of information to the problem of efficient economic operation. It also makes up a large part of the general information system expressed in quantitative terms. In this context accounting is both an operation entity and a part of the information system of an operation entity and a part of the basic field bounded by the concept of information.’’ 

Accounting records is therefore the raw material of accounting and since accounting is the language of business. It follows that accounting records is a tool of the management for use in all the activities that facilitate the achievement of management goal i.e. profit planning, control and other decision-making purposes.

The usefulness of accounting records in business was summarized by A.H. Mill champ when he stated that ‘’the management of an enterprise need complete and accurate accounting record because 

a) the business cannot otherwise be controlled

b) day by day records of debtors and creditors are indispensable.

c) Assets can only be safeguarded if proper record of them is kept.

d) Financial record which are required for numerous purpose can only be prepared if adequate primary records exist.

e) Statutes often have specific requirements on record keeping for specific type of business.

f) Record keeping for pay-as-you-earn (PAYE) is also a statutory requirement.

Small-scale enterprises need fund for growth and expansion more than medium and large-scale enterprise. Without accounting record, these firms are not eligible to receive loans from banks. 

They also for fit the freedom to enjoy the service of insurance companies, fax authorities e.t.c. which require that their clients keep a proper accounting records. When small firms do not obtain funds from banks and finance houses, their growth is stultified.

Finally, since survival and growth is of primary importance to small scale enterprise, they need proper accounting record more than other firms so as to ensure a control of the business, an up to data record of debtors and creditors, a safeguard as assets e.t.c. all these would aid growth into bigger firms and facilitate metamorphosis into medium scale and subsequently large scale industries.

1.2 STATEMENT OF THE PROBLEM

A look at the Nigeria business sector shows that small businesses are frequently established but they either do not grow or they undergo negative growth. At worst those that cannot keep up with the harsh economic environment wind up.

One of the problems that hinder success in small-scale business in lack of adequate accounting records. Little attention is paid to this issue of accounting record keeping.

To a typical Nigeria small businessman, get rich quick and short-term profitability rather than sustained a growth, survival and long term profitability is aim of being in business. Therefore he cannot easily be convinced that there is a correlation between sound accounting. 

‘’Practice and long range profitability’’(Ezejelue,A.C.1997).

The problem of keeping inadequate accounting records or non-keeping of game in small scale enterprises arise due to:


Lack of managerial know how


Outright illiteracy


Fraudulent intention


Ignorance of the need for record keeping e.t.c.

This work sets out to study the extent of record-keeping or non record-keeping in small business firms and to make a recommendation on the kind of records that a small firm should keep.

1.3 OBJECTIVE OF STUDY

This research work seeks to take an in depth look into the record- keeping part of the accounting system with the hope to achieve the following.

To find out if small-scale enterprises keep accounting records. To find out the extent to which they keep those records. To find out the type of accounting records they keep.

1.4 SCOPE OF THE STUDY

The scope of this study is limited to Enugu town and to small scale enterprises registered with the local government authority.

Further limitation to the scope of this work is the little time available for the conducting of the research. This was a result of the incessant strikes that has dissipated the academic programme of the tertiary institution.

Also, scarcity of materials, books and non-books contribution to the limiting of the scope of this work. This was so because very little has so far been written on this topic.

Finally, the sample size is small main because of financial insufficiency on my part and the little time available for running around in pursuance of an adequate investigation on the research matter.

1.5 RESEARCH QUESTIONS

1. Do you keep account of asset?

2.   Do you maintain card?

3. Do you compare physical count with stock card record?

4. Can there be unrecorded stock withdrawal?

5. Do you issue receipt for every sales make?

6. Do you prepare a periodic list of debtors?

7. Do you provide bad and doubtful debt?

8. Do you maintain a bank account?

9. Is your bank account different from proprietors personal bank account?

10. Do you keep records of trade creditors?

11. Do you prepare bank reconciliation statement?

1.6 SIGNIFICANCE OF STUDY

This is yet another little contribution to the works on the survival of small scale enterprises, the success of which, it is hopes would play a supplementary role in the reconstruction and revamping of the country’s economy.

It is hoped that even though the effect of this work on the nation’s economy could be indirect, its input would form a substantial portion of the foundation on which the economy would stand.

The recommendation in this work is expected to help owners and managers of small scale enterprises to make profitable decision for long term survival and to achieve the expected success in their business operations.

Practicing Accountants would benefit from this work since it would give them the crucial information about the operations and problems of small business organization and, as such, assist them in auditing these firms as well as in providing them with business counseling when necessary.

It would forewarn prospective investors in small-scale enterprises of the danger of not keeping adequate accounting records.

Finally, students of accounting would benefit from this research project since it would form a point of divergence for future researches on this topic.

1.7 DEFINITION OF TREMS

The terms defined here are used frequently in this research paper and the definition would help users, especially lay man, in understanding their meanings in the context of this work.

SMALL SCALE BUSINESS

For the purpose of this work, a small scale business is the owner managers business who size would not allows for elaborate administrative structure, since the owner managers is/are directly involved in the day to day running and accounting for the business.

(Ekeigwe C.C. ‘’Good accounting and book-keeping for small business’’  venture finance 1992) small scale business is variously referred to in this paper as ‘’ small firm’’ , ‘’small scale industries’’, ‘’small scale enterprise’’ e.t.c.  they all refer to the same thing.  

ACCOUNTING RECORDS

The are historical information which completely, and accurately records, analyses and summaries the entire transaction and status of a business, and which posts these transaction, strikes accounts for managements decision making for planning and control.

MANAGEMENT

This refers to the pooling together of the functional components of an organization, the organization and co-ordination of the function to achieve a common organizational goal. It is also used to mean the persons who performs the above function.
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