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Abstract

Ondo State Is Known To Be Predominantly An Agro — Allied Based, Engaging In Agricultural
Activities Such As Cocoa Production, Timber, Fishery And To A Little Extent Palm Kernel. Of All
These, Cocoa Production Occupies The Central Position. Cocoa Activity Is A Major One In Ondo
State Creating Employment Opportunities And Incomes For Both The Government And Individuals
Engaged In It. However, A Cursory Observation Indicates That A Significant Number Of Licensed
Buying Agents (Lba’s) Engaging In Cocoa Trading Discontinued With It While Some Even Go
Bankrupt After Four To Five Years Of Their Trading Due To Accumulation Of Debts. This Paper
Examined Cocoa Marketing /Trading Activity In ldanre With A View To Determining Causes Of
Failure Among Cocoa Traders. The Research Was A Case Study, Survey Design While The Analysis
Follows The Empirical Causal Design. Data For The Study Were Derived From One Hundred And
Fifty (150) Structured Questionnaire Administered On Selected Lba’s And Public Officials
Responsible For Controlling Cocoa Business Activity In The Area. The Selection Was Made Using
Purposive Random Sampling. However, Only One Hundred And Thirty One (131) Were Retrieved.
Other Data Were Obtained From Government Records, Publications And Internet Among Others. The
Study Made Use Of Both Descriptive And Empirical Analysis. The Descriptive Analysis Employs The
Use Of Tables And Charts To Describe The Characteristics Of The Responses In The Questionnaire
While The Empirical Study Uses The Method Of Pooled Data Regression To Analyse The
Relationship. The Paper Revealed That There Is A Statistical Significance Between Inadequate
Accounting Records, Poor Budgetary Planning And Going Concern Threats. The Paper Recommends
The Application Of Proper Records Keeping As A Panacea For Going Concern Threats. Also, There
Is A Need For Sound Budgetary Planning To Serve As A Framework Through Which The Trading
Activities Could Be Tracked, Directed And Monitored.

Key words: Entity, Going Concern, Agro-Allied, Threats, Cocoa Trading, Budgetary

Planning
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1. Introduction

Researchers At Various Levels Of Their Studies Have Attributed The Causes Of Business
Failure To Factors Such As Lack Of Capital, Location, Lack Of Business Connections, Low Level Of
Business Education, Low Patronage And A Few Others. However, In Recent Time, Attention Has
Been Shifted To The Importance Of Inadequate Record Keeping And Poor Budgetary Planning As
Source Of Business Failure. Record Keeping In Business Occupies The Same Position That Blood
Occupies In Man, For Without Blood, There Is No Life And Without Adequate Records, The Success
Or Going Concern Instinct Of A Business Is Threatened. A Fundamental Question That One May Be
Curious To Ask Is “Why Is It That In The Olden Days, Our Agent Mothers Operated This Kind Of
Business And Yet Survived Without Any Record Or Written Documents?. The Fact Remains That
The Number Of Transactions And The Number Of Customers They Transact Business With Were
Meagre And Not Only That Their Level Of Performance Cannot Be Measured Since They Cannot
Separate Their Personal Capital Or Cash From Their Venture Or Business Cash. The Going Concern
Assumption Is A Fundamental Principle That Underlies The Preparation Of The Vast Majority Of
Financial Reports Of Businesses. A Business Is Seen To Be Going Concern When It Is Considered To
Be Able To Pay Its Debts As And When They Are Due, And Continue In Operation For A
Foreseeable Period Of Time. Most Local Buying Agents (Lbas) Engaging In Cocoa Trading Collapse
In Their Five Years Of Operation. This Is As A Result Of Lack Or Inadequate Record Keeping And
Poor Budgetary Planning Which Result In Accumulation Of Huge Debts. Record Keeping System Of
Vast Majority Of The Lbas Is Based On Mental Or Verbal Information, Thus Inviting Possibilities Of
Forgetfulness Or Inaccuracy, Thus Causing Problems In Planning For The Future (Paul, 2005). Most
Of The Lbas Relied On Owners- Managers Know-How And Expertise But Lack Managerial Skills Or
Sophisticated Managerial Principles (Maes ,2004). Noote Boon (1994) Recognised That In Small
Business, Much Of The Operating Knowledge Is Tacit And It Is Connected To Craftsmanship. Record
Keeping In Business Refers To Day-Today Maintenance Of Business Transactions And Accurately
Manipulating Them To Produce Accurate And Consistent Financial Statement (Parker, 2002). A
Comprehensive Record Keeping System Makes It Possible For Any Trader To Evolve Accurate And
Timely Financial Reports That Shows The Progress And Current Condition Of The Business.
Successful Record Keeping System Is One That Does Not Limit Record Keeping Solely To The
Documentation Of A Transaction But Also Include The Implementation And Maintenance Of Written
Standards, Operating Procedures, Documented Training And Education, All Mitigating Factors And
Demonstration Of Due Diligence And Reasonable Care (Reynolds, 2010).

1.1 Conceptual Frame Work

The Issue Of Record Keeping Is Of Age And Has Been In Existence Since The Bible Days. In
Esther Chapter 6 Verses 1, King Ahasuerus Could Not Sleep And He Commanded To Bring The Book
Of Records Of The Chronicles And They Were Read Before The King. In Verse 2, The Word Written
Was Used To Re-Emphasise The Existence Of Record Keeping. In Mathew Chapter 4 Verses 4 — 10,
When Jesus Christ Was Tempted By The Devil, Jesus Christ Was Able To Conquered The Devil By
Quoting From The Records Of The Word Of God Using The Word ‘It Was Written’.

Accounting, As A Record Keeping Process, Has Evolved Over Many Centuries To
Serve The Changing Social And Economic Needs Of Society. Book-Keeping And
Accounting Started Long Time Ago, Though The Exact Date Is Not Known, There Is
Evidence To Suggest That They Originated Right From The Time People Started
Having Financial Dealings Among One Another. According To Hamid (2011), Financial
Records Keeping Is Thought To Have Begun In About 4000 B.C. In The Ancient Kingdoms
Of Babylonia, Summeria And Assyria. Clay Tablets Were Used In The Babylonian Empire To
Record Various Facts. Many Of These Records Contained Lists Of Events As They
Occurred Or Lists Of Goods Belonging To An Individual Or Estate. Similar Types Of Records Have
Also Been Found Describing Business Activities In Ancient Greece, Egypt,
And Rome. AIll These Early Records Contained Mostly Lists Of Inventories Of
Goods And Debts, Later Records Began To Reflect A Concern For Computing Profit And
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Loss From The Ventures. Although These Early Records Are Interesting, They Add Little Insight In
To The Development Of Modern Day Accounting, Which Is Based On A Double Entry Method.

There Is No Specific Date When Book Keeping Commenced In Nigeria, The Only Method Of
Keeping Records In History Available In Those Days Is That People Made Marks On The Wall By
Using Dried Plantain And Charcoal For Credit Transaction Made(Odewale,1999) . All These Attest
To The Indispensability Of Record Keeping.

1.2 Record Keeping Systems

Skaggs (2003), Defined Record Keeping System As Set Of Components That Collects Records,
Classifies, Analyzes, Processes And Summarized Business Transactions In The Books Of Accounts.
The System Might Be Manual Or Computerized, The Functioning Of Any Record Keeping System
Heavily Depends On The Way Management Addresses Factors In The Business Control Environment,
Commitment To Integrity And Ethical Values, Organizational Structure Forming Audit Committees
Of The Board Of Directors, Improving Methods Of Assigning Authority And Responsibility And
Good Human Resource Policies. A Basic Record Keeping System Whether Manual Or Computer Soft
Ware Program, Should Be Simple To Use, Easy To Understand, Reliable, Accurate, Consistent And
Designed To Provide Information On A Timely Basis. It Generally Needs A Basic Journal To Record
Transaction (Receipts, Disbursements, Sales, Purchases Etc), Accounts Receivable Records, Accounts
Payable Records, Payroll Records, Petty Cash Records And Inventory Records (Sutcliffe, 2003).
Record Keeping System Of Most Of Small Scale Business Involved More Reliance Upon Mental Or
Verbal Information, Thus Inviting Possibilities Of Forgetfulness Or Inaccuracy, This Causes Problems
In Planning For The Future, Trusting Information On The Memory Naturally Involves Some Dangers,
The Most Obvious Danger Is That Of Forgetfulness. Mental Or Verbal Information Is Not Available
For Reference (Paul, 2005). A Successful Record Keeping System Is One That Does Not Limit
Record Keeping Solely To The Documentation Of A Transaction But Also Includes The
Implementation And Maintenance Of Written Standards, Operation Procedures, Documented Training
And Education, All Mitigating Factors And Demonstration Of Due Diligence And Reasonable Care
(Reynolds , 2010).

1.3 The Need For Record Keeping

The Need For Record Keeping In Cocoa Trading Business Cannot Be Overemphasised. lle
(2001) Crystallised This Need To Include:
I Planning And Controlling All Expenditure Both Capital And Recurrent
li Controlling The Receipts And Payments Of Cheques Relating To The Business And Banking
Transactions
lii Keeping Check On The Assets Of The Business Such As Plants And Machinery, Stock, Debtors
And Cash
Iv Facilitating The Measurement Of Efficiency Of The Business From The Comprehensive Statement
Of Income And Statement Of Financial Position So Prepared From The Accounting Records.
V Lending Decisions To Banks And Other Financial Institutions In Respect Of Granting Loans To
Business Organisations Is Facilitated In The Event That Such Business Provide The Required
Financial Statements Prepared From Adequate Financial Records.
Vi Facilitating The Determination Of The Precise Balances Of Debtors And Creditors For Decision
Purposes
Vii Acting As A Time-Saver By Bringing Order Out Of Disorder

1.4 Consequences Of Lack Or Inadequate Record Keeping

I Accounting Data Form The Basis Of Ratio Analysis, Which Are Capable Of Indicating Early
Warning Signals Of Business Losses Or Economic Wastes Thereby Occasioning Remedial Actions.
Lack Or Inadequate Of Relevant Records Makes This Impossible.

li Effective Management Planning And Control Decisions Are Hard To Make When Adequate
Records Are Lacking

lii There Would Be High Probability Of Business Failure

Iv Revenue Authorities Would Be Forced To Impose Best Of Judgement Assessment On The Business
For Tax Purposes, Which Would Likely Occasion A Greater Tax Burden
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V Opportunities To Obtain Loans From Banks And Other Financial Institutions Can Hardly Be
Exploited, As The Relevant Financial Statements Cannot Be Prepared Without Relevant Data, And
Such Loan Would Not Usually Be Granted Without The Bank First Ascertaining The Credit
Worthiness Of The Business Largely From The Records.

2. Documents And Books Used In Cocoa Trading

2.1 Documents

Receipt: According To Saffady (2000) A Receipt Is A Document Prepared To Show Evidence
Of Money Received. Receipts Should Be Printed, Having A Counterfoil Or Carbon Copy And Should
Be Consecutively Numbered. Spoiled Receipts Should Be Cancelled And Not Detached From The
Counterfoil And No Blank Counterfoil Should Be Accepted.

Invoice : This Is A Document Submitted By Suppliers Demanding Payment For The Goods And
Services That They Have An Invoice Provides Information To The Buyers About The Cost Of The
Goods, Trade Discount And Net Amount As A Document Submitted By The Suppliers Demanding
Payment For The Goods And Services Supplied That They Have Provided On Credit And Its
Normally Reconciled With Other Document Such As Delivery Notes.

A Voucher: It Is Documentary Evidence In Support Of A Transaction In The Book Of
Accounts And The Act Of Establishing The Accuracy And Authenticity Of Entries In The Books
Accounts Is Called Vouching. The Essence Of The Voucher Is To Substantiate An Entry In The
Books Of Accounts With Any Documentary Evidence Such As Agreement, Receipts, Counterfoils
And Also That The Transaction Has Been Authorized (Saffady, 2000)

2.2 Record Keeping Books

Cash Book: It Is A Book In Which Cash And Cheque Transactions Are Entered. Whenever
Cash Or Cheque Is Either Received Or Paid Out, The First Entry Is The Cash Book. In This Way, The
Cash Book Is Said To Be A Book Of Original Entry, The Debit Side Of The Cash Book Is Called The
Cash Receipts Journal While The Credit Side Is Called The Cash Payments Journal.

Ledger: A Business May Use Many Accounts In Recording Its Transactions. Each Account Is
Placed On A Separate Page In Bound Or Loose-Leaf Book, Or On A Separate Card In A Tray Of
Cards. If The Accounts Are Kept In A Book, The Book Is Called The Ledger. If They Are Kept On A
Cards In A File Tray, The Tray Of Cards Is A Ledger. As Used In Accounting, The Word Ledger
Means A Group Of Accounts Or Place Of Storage Of Accounts. Transactions Are Posted From The
Journals To The Ledger. Ledger Are Categorized Into, The General Ledger Which Contains All The
Ledger Accounts Of The Organization And The Subsidiary Ledger Which Are Created To Avoid
Crowding The General Ledger With All Accounts (Saffady, 2000).

Journal: A Journal Is A Book For Recording Business Transaction In Chronological Order. A
Simple Method Of Record Keeping Is To Use 13-Column Paper For Journals. You Derive The
Information For Each Journal Entry From Original Source Documents, Such As Receipts For Cash
Paid Or Received, Checks Written Or Received, Cash Register Tapes, Sales Tickets, Etc. The
Information Appearing On These Documents Must Be Analyzed To Determine The Specific Accounts
Affected And The Dollar Amounts, And Then The Proper Journal Entry Is Recorded (Hughes, 2003).

A Transaction Is Entered In A Journal Before It Is Entered In Ledger Accounts. Transactions
Are Entered Into The Journals By Date, Amount, Description And Account To Which The
Transaction Has Been Assigned. For Example, When Rent Is Paid, The Journal Entry Would Be Made
In The Cash Disbursement Journal Under The Accounts Of Cash And Rent. A Journal Is Called The
Book Of Original Entry ( Wang, 2003).

2.3 Budgetary Planning

Planning And Budgeting Are Like Siemens Twins As They Dovetail To Each Other. Budgeting
Is A Systematic And Formalised Approach For Performing Significant Phases Of The Management
Planning And Control Of Functions. It Is The Process Of Detailed Short-Term Corporate Plan Into
Action. Budgetary Process Is Involved In Planning Process. When Monetary Values Are Attached To
The Plan, The Plan Becomes A Budget. Planning On The Other Hand Involved The Establishment Of
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Objectives And The Formulation, Evaluation And Selection Of The Policies, Strategies, Tactics And
Actions Required To Achieve These Objectives. Without A Plan, It Is Impossible To Determine The
Operational Performance Of Any Business. A Comprehensive Financial Planning System Is Critical In
Sustaining An Enterprise And Keeping A Competitive Edge In The Market. It Ensures The Effective
And Efficient Use Of Financial Resources Within The Enterprise And Contributes To The Forward
Planning Which Results In Better Coordination Of Activities Across Different Functional Units. Also,
Having More Accurate And Timely Information Leads To More Transparent And Credible Financial
Forecasts That Increases Confidence Within The Investment Community. Planning Is Important As It
Provides A Framework For Making Decision By Establishing Goals, Objectives And Strategies. It Is
Oriented Towards The Future And Involves An Awareness Of How Today’s Decisions Will Affect
Tomorrow’s Opportunities. Planning Is Essential For Achieving Both Short And Long Run Business
Goals And Success. Planning Begins With Setting Goals And Objectives While Goals Provide The
Basic Direction For Planning.

3. Data Analysis And Results

The Aim Of This Research Work Is To Investigate The Implications Of Inadequacy Of
Accounting Records And Poor Budgetary Planning On Entity’s Going Concern. 150 Ccocoa Buyers In
Odode, Alade And Atosin All In Idanre Local Government Area Of Ondo State, Were Sampled Using
Purposive Random Sampling. The Research Was A Case Study, Survey Design While The Analysis
Follows The Empirical Causal Design. Data Were Sourced Using A Questionnaire. The Design Of
The Questionnaire Follows The Limited Information Dependent Variable Technique. That Is The
Qualitative Responses Of Respondents Were Quantified Using The Dichotomous Variable Method
(Yes = 1; No = 0); And The Polychotomous Variable Method — The Likert Rating. That Is

Strongly Agree =5
Agree =4
Undecided =1
Disagree =2
Strongly Disagree =3

131 Questionnaires Were Retrieved From The Field Survey. The Analysis Is Divided Into Both
Descriptive And Empirical Analysis. The Descriptive Analysis Employs The Use Of Tables And
Charts To Describe The Characteristics Of The Responses In The Questionnaire. The Empirical
Analysis Aims At Analyzing The Causal Relationship Among Entities’ Going Concern, Inadequacy
Of Accounting Records And Poor Budgetary Planning. The Descriptive Analysis Is Further Divided
Into Six Sections As Follows:

Personal Characteristics Of Respondents (Questions 1 To 9 Of Section A)

Sources Of Business Finance (Questions 1 — 5 Of Section B In The Questionnaire)

Categories Of Workers In Use (Question 6 - 10)

Operational Mechanism (Question 11 - 18)

Budgetary Planning (19 — 24)

Advances Recovery Strategy (25 - 29)

Going Concern Threat (30 — 40)

The Study Uses Tables And Column Bar Charts To Describe The Variables Listed Above
Respectively.

@~ooo0ope

4. Descriptive Analysis of Questionnaire Responses

Section A.
1. Personal Characteristics Of Respondents Sex

Table-A 1. Sex Distribution Of The Respondents

Male Female
Frequency 115 16
Percentage 88 12
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Figure-1. Column Bar Chart Showing Sex Distribution Among The Respondents
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Table 1 And Figure 1 Revealed That Out Of The 131 Respondents 118 Were Male Signifying 88%
While 16 Were Females Signifying 12%. The Implication Of This Result Is That There Were More
Male Than Female In Cocoa Buying Business In The Study Area.

4.1 Marital Status

Table-A2. Marital Status Distribution Of The Respondents

Married Single
Frequency 105 26
Percentage 80 20

Figure-2. Column Bar Chart Showing Marital Status Distribution Among The Respondents
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From Table 2 And Figure 2 It Is Shown That 105 Of The Respondents Were Married Representing
80%, While 26 Representing 20% Were Either Unmarried Or Divorced. This Suggests That The
Business Under Study Are Carried By Matured People.

4.2 Age
Table-A3. Age Distribution Of The Respondents
Below 20  21-30 31-40 41-50 Above 50
Frequency O 26 46 55 4
Percentage O 20 35 42 3
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Figure-3. Column Bar Chart Showing Age Distribution Among The Respondents
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Table 3 And Figure 3 Shows That The Majority Of The Respondents Fall Within The Age Of 41 To
50 While The Minority Falls Within The Age Of 50 And Above. None Of The Respondents Falls
Below The Age 20. This Result Also Confirms That Cocoa Business Is A Business Of The Middle

Age And Adults.
4.3 Educational Qualification

Table-A4. Educational Qualification Distribution Of The Respondents

Below  Pry Sch.

Six Cert Grd2/Nce Ond/Nd Hnd/B.Sc Total
Frequency 21 41 20 23 26 131
Percentage 16 31 15 18 20 100

It Is Observed From Table 4 And Figure 4 That The Majority Of The Respondents (31) School
Certificate. 20% Of Them Hold Hnd/B.Sc Certificate While 16% Hold Below Primary Six Certificate

70 A

60 A
50 A

40 - N W Percentage
30 A M Frequency
20 A
10 -+

BELOW PRY SCH. CERT GRD2/NCE OND/ND HND/B.SC
SIX

4.4 Businessexperience

Table-Ab. Business Experience Distribution Of The Respondents

Under5Yrs 6-10Yrs 11-15Yrs 16-20 Yrs 21 And Above
Frequency 32 46 22 12 19
Percentage 24 35 17 9 15
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From Table 5 And Figure 5 It Is Shown That 35% Of The Business Firms Surveyed Were 6 To 10
Years Of Age, 24 % Were Under 5 Years Of Age, 17% Were 11 To 15 Years, 15% Were 21 Years
And Above While Only 9% Were 16 To 20 Years Old.

Figure-5. Column Bar Chart Showing Business Experience Distribution Among The Respondents
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4.5 Business Status

Table-A6. Business Status Distribution Of The Respondents
Registered Non-Registered
Frequency 87 44
Percentage 66 34

Figure-6. Column Bar Chart Showing Business Status Distribution Among The Respondents
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Table 6 And Figure 6 Revealed That 66% Of The Businesses Surveyed Were Either Registered Or In
The Process Of Registration. Only 34% Were Not Registered. This Implies That Cocoa Business In
The Study Area Can Be Categorized Under Both The Formal And Informal Business Sector

Section B: Key To Responses

The Section B Of The Questionnaire Shows The Opinions Of The Respondents To Series Of Items.
The Research Questions Are Categorized Under The Following Sub — Tittles: Sources Of Business
Finance, Categories Of Workers In Use, Operational Mechanism, Budgetary Planning, Advances
Recovery Strategies, And Going Concern Threat. The Analyses Of Responses Are Presented In Tables
Of Scores And Percentages, And Graphically With Charts. This Section Covers The Items 1 To 40 Of
The Questionnaire.
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Table-B1. Sources Of Business Finance

Psv Bkl Exp Csf Pcae
Score 424 427 461 366 440
Percentage 20 20 22 17 21

mPSV
m BKL
[ EXP
mCSF
m PCAE

Psv = Personal Savings Financed Business

Bkl = Bank Loan Finance Business

Exp = Exporters Financed Business

Csf = Business Financed Through Credit Sales From Farmers

Pcae = Business Financed Through Personal Cash And Advances From Exporters

Table-B2. Categories Of Workers In Use

Self Dvlb Skill Skl/Unskl  Unskl
Score 349 455 366 474 340
Percentage  17.6 22.9 18.4 23.9 17.1

SCORE

500 7

. . Nt
X S & & W

i 1
400 I ‘ \
300 7
200 7 m SCORE
100
T T T T I/
V ® & &

Self = Business Operation Carried Out By Self
Dvlb = Business Operation Is Operated On The Basis Of Division Of Labor
Skill = Skilled Labour Alone Employed
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Skl/Unskl = Both Skilled And Unskilled Labour Are Employed In My Business
Unskl = All My Workers Are Unskilled.

Table-B3. Operational Mechanism

Norecord Record Surviving Ledger Trans Cashier Personal Drcr

Score 351 498 365 473 412 456 439 450

Percentage 10.2 145 10.6 13.7 12.0 13.2 12.7 13.1

SCORE

150 - m SCORE

Norecord = I Am Educated And So | Keep No Record Of My Business

Record = Business Success Attributed To Record Keeping

Surviving = Business Surviving Without Record

Ledger = Customers Records Are Kept In Ledgers

Trans = All Transactions Are Recorded In One Book

Cashier = My Business Employed Cashier

Personal = All Disbursement Of Cash Are Done Personally

Drcr = There Is Need To Do Reconciliation Of All Debit And Credit Transaction On Monthly Basis.

Table-B4. Budgetry Planning

Budget Poorbdget1 Poorbdget2 Success Cocoa Cocorecod

Score 492 490 481 470 451 442
Percentage 17.4 17.3 17.0 16.6 16.0 15.6
SCORE
500
480
460

440
420
400

SCORE SCORE

Budget = There Is Need For Budget Planning At The Beginning Of Business Period
Poorbdgetl = Poor Budgetary Planning Leads To Business Failure
Poorbdget2 = Poor Budgetary Planning Is A Threat To Business Going Concern Or Survival
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Success = Budgetary Planning Is Essential For The Success Of A Business

Cocoa = Quantity Of Cocoa Expected To Buy Are Determined On Annual Basis
Cocorecod = Records Of Cocoa Purchased Are Kept Annually For Comparison And

Performance Measurement

Table-B5. Advances Recovery Strategies

Outstan Law Credible Reduction Recasset
Score 451 379 470 459 469
Percentage  20.2 17.0 21.1 20.6 21.1
SCORE
500
400
300
200
100

m SCORE
SCORE

Outstan = Keeping Adequate Records Has Helped In Collecting Outstanding Advances

Law = Use Of Law Enforcement Agents Is A Good Means Of Debt Collection

Credible = Working With Credible Agents Is A Good Way Of Reducing Outstanding Advances
Reduction = Reduction In The Amount Of Advances To Agents Is A Good Way Of Reducing

Outstanding Liabilities

Recasset = A Good Record Of Asset And Liabilities On Monthly Basis Will Assist In Debt Tracking.

Table-B6. Going Concern Threat

Knolege Capital Interest Pricef Tranin Unsklabo Costs Wether

Score 494 509 511 510 520 445 526

Percent. 8.8 9.0 9.1 9.0 9.2 7.9 9.3

Prudency Adeqg.Rec. Payback

516 514 955

9.2 9.1 9.8

M| Seriesl

Knolege = Lack Of Business Knowledge

Capital = Inadequate Working Capital

Interest = High Bank Interest Rate

Pricef = Price Fluctuation

Tranin = Lack Of Training, Seminar And Workshop
Unsklabo = Use Of Unskilled Labour
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Costs = High Cost Of Transportation Resulting From Fuel Hike
Wether = Bad Weather In Terms Of High Rainfall

Prudency = Lack Of Prudency On The Part Of Buyers

Adeq.Rec. = Lack Of Adequate Records

Payback = Failure Of Farmers To Pay Back Loans And Advances.

Empirical Analysis of Responses

The Objective Under This Analysis Is To Investigate The Causes Of Failure Among Cocoa Traders In
Idanre Local Government Area Of Ondo State. The Dependent Variable Is Proxied By Going Concern
Threat (Gcett, A 131 x 11 Matrix Of Opinions. That Is There Are 131 Observation And Eleven (11)
Items In The Questionnaire Capturing Going Concern Threat As Shown In Table 7. The Independent
Variables For The Analysis Are The Factors Identified In The Questionnaire As Contributing To
Going Concern Threat That Is Business Failure. These Are Sources Of Business Finance (Sbf) A 131x
5 Matrix, Categories Of Workers In Use (Catw), A 131 x 5 Matrix , Operational Mechanism (Opmec)
A 131 x 8 Matrix, Budgetary Planning (Budgpl) A 131x 6 Matrix, And Advances And Recovery
Strategy (Adrest) A 131x 5 Matrix. The Dependent Variables Are Matrices Of Opinions In The
Questionnaire, The Score For Each Variable Are Described In Tables A , B, C, D, And E
Respectively.

The Study Uses The Method Of Pooled Data Regression To Analyze The Relationship. The
Relationship Between Business Failure And The Set Of Independent Variables Is Expressed In The
Following Model

GCT = a + 3,SBF + 8,CATW + 8,0PMEC + 8,BUDGPL + 8, ADREST + &

Since The Data For The Regression Analysis Are Generated From The Answered Questionnaire
Whose Scores Follow The Likert Rating, The Analysis Therefore Follows The Limited Dependent
Variable Regression Modeling. The Sudy Uses The Polychotomous Or Count Data Regression
Method As The Estimation Technique. The Result Of The Analysis Is Presented In Table 7.

Table-7. Result Of Count Data Regression Of Causes Of Business Failure
Dependent Variable: Gcet
Method: MI/Qml - Poisson Count (Quadratic Hill Climbing)
Date: 03/31/13 Time: 22:15
Sample: 1 131
Included Observations: 131
Convergence Achieved After 4 Iterations
Covariance Matrix Computed Using Second Derivatives
Dependent Variable: Gcet

Variable Coefficient Std. Error T-Statistic  Prob.
Sbf -0.485302  0.172028 -2.821057  *0.0056
Catw 0.177891  0.174485 1.019523  0.3099
Opmec 0.075362  0.132833 0.567343 0.5715
Budgpl 0.527296  0.139742 3.773349  *0.0002
Adrest 0.719591  0.153759 4.680004  *0.0000
C 22.59541  3.635123 6.215857  *0.0000
R-Squared 0.422827  Log Likelihood -435.7744
Adjusted R-
Squared 0.39974 F-Statistic 18.31457

Prob(F-
S.E. Of Regression  6.896578  Statistic) *0.0000

Sum Squared Resid  5945.349
*Significant At 1%
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5. Discussion of Findings

From The Empirical Analysis Of Responses, It Could Be Deduced That So Many Factors Are
Responsible For The Failure Or Going Concern Threat Of Any Business. Table B1 Revealed That
59% Of The Lbas Obtained Finances From External Source And 20% From Personal Savings
Showing That The Business Is Mainly Financed With Debt/Loan. As For The Categories Of Workers
In Use, The Proportion Of Skill To Unskilled Workers As Shown In Table B2 Is 18.4% To 17.1%
Indicating That The Workers Are Fairly Educated/Literate.

Table B3 Shows That A Highest Score Of 498 Responses With A Percentage Score Of 14.5%
Succeeded With Record Keeping. In Terms Of Budgetary Planning, A Total Of 492 Scores With
17.4% Reveals The Need For Budgetary Planning (Table B4). This Percentage Is Corroborated With
A Total Score Of 490 Who Believed That Poor Budgetary Planning Is A Threat To An Entity’s Going
Concern. Table B5 Shows A Highest Score Of 469 And A Percentage Score Of 21.1% Of Adequate
Record Keeping Of Assets & Liabilities As A Means Of Debt Tracking & Recovery.

The Result In Table 7 Revealed That All The Factors Are Positively Related To Going Concern
Threat That Is Business Failure Except Sbf. Also All The Coefficients Of The Factors Are Significant
Except Catw And Opmec. The Coefficient Of Sbf Is -0.4853, Significant At 1%. This Implies That A
Fall In The Source Of Funding Of Business Increases Business Failure By About 48.5%. The
Coefficient Of Budgpl Is 0.5273, Significant At 1%. This Implies That An Increase In The Failure Of
Budget Planning Leads To About 52.7% Increase In The Threat Of Business Failure. In Like Manner
The Coefficient Of Adrest Is 0.7195, Significant At 1%. This Implies That Failure To Have A Good
Advances And Recovery Strategy Leads To About 72% Threat Of Business Failure. On The Overall
The Log Likelihood Value (-435.7744) Shows That The Model Is Of A Good Fit, That Is All The
Coefficients Jointly Explain The Variation In The Problem Of Going Concern In Cocoa Business In
The Study Area. This Is Also Confirmed By The Coefficient Of Multiple Determinations, R> Which Is
0.4228. This Implies That About 42.3% Of The Problem Of Business Failure Cocoa Traders In Idanre
Local Government Area Of Ondo State Are Explained By The Combined Problems Of Poor Funding,
Poor Budget Planning, And Poor Strategies Of Recovering Outstanding Advances And Debts.

6. Conclusion

A Very High Percentage Of Business/Trading In Our Society Today Are Carried Out On Cash
And Carry Basis. This Is Contrary To Dealings In Cocoa Trading Which Is Basically That Of
Advanced Payments. To Advance A Customer Is To Make Payment Ahead On Trust In Anticipation
Of Receiving Goods In Return. The Problem That Is Usually Associated With This Type Of Trading
Is The Likelihood That Customers To Whom Money/Cash Is Advanced May Not Supply The Goods
Or Return Money Advanced To Them. A Sizeable Number Of Workers Involved In The
Business/Trading Are Semi-Literate As Confirmed From The Questionnaire Responses On Tablea4.
These Categories Of Workers Do Not See Honesty And Integrity As Their Watchword. Some Of
Them See Cash Advanced To Them As Gift Or Their Own Shares Of National Cake. A Lot Of
Factors Have Been Identified From Our Analysis As A Major Threat To Entity’s Going Concern. All
These Factors Are Positively Correlated With Going Concern Threat. The Implication Is That Any
Default In Any Of The Factors Will Result In Threat To Entity’s Going Concern. As Lucrative As The
Business Is, Most Lbas Don’t Stay Long On It Before Going Bankrupt Due To Debt Arising From
Default By The Customers. Record Has Shown That A Larger Part Of The Assets Of The Lbas Are
Debtors Ranging From Good To Doubtful And To Bad. To Survive In This Type Of Business, It Is
Suggested That The Lbas Must Advance Money To Credible Customers Based On Their Past Records
Of Trading With Them. Also There Is A Need For Adequate Record Keeping. The Issue Of Record
Keeping Is Central To All Other Factors. No Matter How Good A Plan Is, It Needs To Be
Documented. A Good Advance Recovery Strategy Requires Adequate Record Keeping. Record
Keeping Is Essential For Performance Measurement As Without Measurement, There Cannot Be
Comparism. This Is Essential For An Informed Decision Making. Besides, There Is The Need For
Sound Budgetary Planning, This Is Essential For The Success Of The Business As Failure To Plan,
They Say Is Planning To Fail.
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