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CHAPTER ONE
INTRODUCTION


1.1 BACKGROUND OF THE STUDY
The purpose of this study is to assess the bookkeeping practices of small and medium scale enterprise. The study examines the assessment of bookkeeping practices and its aim. In light of this, one Small and Medium-Scale Enterprise will be taken as case study which- Mercury International (SL) Limited. Bookkeeping is the recording of financial transactions and is part of the process of accounting in business. Transactions include purchases, sales, receipt, and payments by individual person or an organisation. There are two main standards methods of bookkeeping, including the single entry and the double entry bookkeeping systems.
The roles of Small and Medium-Scale Enterprises can best be sustained through the implementation of fundamental bookkeeping and accounting practices. However, it has been reported that many Small and Medium-Scale Enterprises fail to keep adequate bookkeeping records to generate the much needed accounting information that owner-managers and other users require for their decision making purposes which has led to major problems of weak internal bookkeeping systems of some Small and Medium-Scale Enterprises. This has also resulted in poor planning, weak expense control, low collection of accounts receivable, poor bookkeeping condition, and inadequate information for decision making purposes.
The importance of small and medium scale enterprises to economic development of any country whether developing or developed cannot be over emphasized. Small and medium scale enterprises are considered to be one of the driving forces of economic development. They play very important roles in sustaining the national economies and promoting industrial development. To a large extent, small and medium scale enterprises play a significant part in improving the living standard of the entire citizenry by creating goods and/or services, stimulating private ownership and entrepreneurial skills, creating viable sources of revenue to the government for developmental purposes, increasing employment opportunities per unit of capital and aiding the development of local technology.
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An accounting practice is therefore a day to day implementation of the accounting policies of an organization as distinct from bookkeeping theory. The role of accounting practice in Small and Medium Scale Enterprises will be to prepare the accounts and provide management guidelines and advice.
Accounting ensures that not only all identified sources of revenue are efficiently tapped but that such realised revenues are fully accounted for. In terms of accounting for revenues, the requirement is adequate period. This involves maintaining adequate source of documents such as receipts and invoices, and books of accounts such as the cashbook, ledger accounts, balance sheet and other forms of analysis.
Ensuring that a business continues as a going concern is also important, the fundamental concern of most small entities and their financial not surprisingly is survival.

1.2 OVERVIEW OF MERCURY INTERNATIONAL (SL) LIMITED
Mercury International (SL) Limited is a lottery betting business located in Sierra Leone, specializing in 5/90 lottery and sports betting, which acquired its license from the government of Sierra Leone on the 1st October 2006 for the provision of a state of the art lottery and sports betting business including Horse Racing and Dog Racing. It was opened fully for business in July 2007 and started with a full time staff of 35.Currently, they have 700 full time retailers each getting16% commission on lottery sales and 8% commission on sport Betting sales.
The company is currently operating in Freetown, Bo, Lunsar, Lungi, Mile 47, Mile 91, Moyamba, Tonkolili, Tombo, Kabala, Kambia and Waterloo.
Mercury international charitable foundation Sierra Leone limited (MICF SL Ltd) is the corporate social responsibility arms of mercury international sports betting company. this arm has been fulfilling its corporate social responsibility by donating over Le 750,000,000 worth of scholarship annually among numerous contribution. (contributing towards the fight against the Ebola virus, totaling four hundred million Leones).

The foundation has an open unbiased policy and responds to all applications (if funds are available) irrespective of socio -politico and religious dispensation.

Mercury international charitable foundation has an open door policy that embraces, the youth, physically challenged, minority groups, religious groups, women’s gender cause and institutions soliciting capacity building.
It was set up on 13th February 2013 to solely manage the Cooperate Responsibility aspect of the company.
“We strive to effectively contribute towards development, by supporting and consolidating efforts to capacitate the vulnerable in society; recognizing this as our core corporate social Responsibility”, this is the mission statement of Mercury International (SL) Limited whilest their vision statement is “We seek to enhance evolutionary development, by giving back to the society; complementing government’s work”.

1.3 STATEMENT OF THE PROBLEM
Several studies have identified SMEs as key means through which industrialization and economic development can be achieved especially in developing countries. However they continue to face several challenges relating to their sustainability mainly because of the inability to effectively understand the management and concept of bookkeeping. Because of this, most small and medium scale enterprises tend to be profitable during their inception but are force to cease operation after few years due to their inability to meet short term debts obiligations. The key problem is not inadequate funds but the management of funds available and keeping proper accounting records.
It is against this backdrop we seek to examine the bookkeeping techniques of SMEs in Freetown, Sierra Leone and what lessons can be drawn to enhance the contribution of the sector to the nation.

1.4 OBJECTIVES OF THE STUDY
The purpose of this study would be to assess bookkeeping practice in small and medium scale enterprise in Sierra Leone, in Freetown Metropolis specifically.The objectives of this study include the assessment and evaluation of the extent to which SMEs in Sierra Leone keep accounting records or undertake accounting procedures and this will include the determination of the following;
i. To examine the types and completeness of accounting records kept by SMEs as a source of information for economic decision making.
ii. To examine the challenges of SMEs in keeping proper books of accounts as a source of information for economic decision making.
iii. To examine the effects of improper accounting records on the businesses of SMEs in Freetown municipality.

1.5 RESEARCH QUESTIONS
In relation to the objectives of this study the following research questions would be addressed.
i. What are the type accounting records kept by SMEs as source information for decision making?
ii. Are there challenges faced by SMEs in keeping proper book of account?
iii. What are the effects of improper accounting records on the businesses of SMEs?

1.6 SIGNIFICANCE OF THE STUDY
It is hoped that the result of this study concerning bookkeeping practices in the Freetown municipality would contribute to current knowledge on growth of SMEs at the Ministry of trade and industry, Statistics Sierra Leone and other promotion agencies.
Secondly, the findings unearthed will be useful not only to SMEs in Freetown but also to all Small and Medium Enterprises throughout the country. This would also help stakeholders in business to formulate and implement policies that will help them to effectively manage a proper bookkeeping system.

To improve the bookkeeping and accounting practices in SME‟s to facilitate growth. To help the SMEs gain access to finance and improve their financial management skills. Help SMEs to adopt prudent managerial policies as well as professional expertise for efficient managerial works.
The outcome of this study may help owner-managers of SMEs to appreciate and adopt basic accounting practices for the success of their businesses. The result may also facilitate the work of the National Revenue Authority (NRA) officials in developing strategies to extend the tax net to cover such enterprises which form significant proportion of the Sierra Leonean business community.

Finally, this study provided useful information for designing strategies to influence the growth of SMEs. The information would also assist officials of the Ministry of Trade and Industries in formulating small-scale industries growth policies and programmes which are responsive to entrepreneur’s local needs, thus promoting the ideal of local content. Such information may be useful to non-governmental organizations playing vital roles in SME entrepreneurial skills and development in Sierra Leone.

1.7 THE SCOPE OF THE STUDY
It is worth mentioning that, the study was limited to Western Area, particularly Freetown because of proximity and cost saving. Selection was also based on the fact that it has a number of industrial units in the Western Region.
The small-scale enterprise in the municipality operates under either physical structures or non- permanent physical structures. The non-permanent physical structures include kiosk, container and garage. The permanent physical structures are part of own related premises.
The study will be designed to adopt descriptive survey, it will be chosen in view of the fact that this small scale study of relatively short duration and its involves a systematic collection and clear picture of a particular situation.
This study will be limited to Mercury International as a case study and will cover the period 2014 to 2018 inclusive.

1.8 LIMITATIONS OF THE STUDY
It is worth mentioning that the study will cover a small portion of the SMEs in the Western Area due to time and financial constraints. The problem is compounded when dealing with SMEs. These firms do not keep records and one would have to constantly deal with estimates and guesses to arrive at a conclusion as regard purchases, sales, services and borrowing.
The availability of correct and up to date data is not easy, even when available; one still encounters unnecessary bottlenecks due to our socio – cultural background as regards disclosure of information and bureaucracy. So this constituted an impediment to this research work.
Financial and time constraints were seriously encountered by the researchers. Computational procedures of various accounting information or tools are outside the scope of the work. However, those deemed necessary may be treated. It is impossible to cover all the companies, firms and other business outfits in Sierra Leone as a sample, Sierra Leone Brewery Limited was studied and inferences made there from. Deliberate effort is being made to have a worthwhile study with sufficient validity and reliability. This work should not be viewed as a final solution to impact of accounting information on decision making process. There are limitations on resources for reference purposes especially responses on collection of data, many respondents give bias responses probably because of job protection, officer’s name and image protection, personal reluctance, unnecessary fear of legal implication and so forth.

1.9 ORGANISATION OF THE STUDY
The research work will be organized in five chapters;
Chapter one provides an introductory overview of the full study comprising the statement of the problem, objectives of the study, research questions, and relevance of the study. Delimitation of the study, operational definition of terms and how the research was organized are also captured in this chapter.
Chapter two follows with a review of relevant literature on accounting and bookkeeping practices of SMEs.
Chapter three presents the methodology used for the study and gives a detailed overview of the population sampling technique, the research design, research instrument, the data collection

procedures and data analysis procedures. It will also provide analytical framework and the relevant variables that were included in the model to be used in the study.
Chapter four focuses on the characteristics of the respondents and the analysis of the data. Chapter five summarise key findings, conclude and offer recommendations for the study.

1.10 DEFINATION OF KEY TERMS
In order for readers to have a clear view of this research topic, some of the key terms are defined below:
BOOKKEEPING: is the recording of financial transactions and is part of the process of accounting in business. Transactions include purchases, sales, receipts, and payments by an individual person or an organization/corporation.

ACCOUNTING: Is the process of producing needed information regarding primarily the financial activities of economic entities. The wide scope of accounting can be recognized when one considers the diversity of economic entity which cut across sizes and borders. Accounting is the language used to convey the result of the entity’s endeavors to the interested parties. An example of financial statement has been identified as follows: Statement of accounting policy. The balance sheet. (Statement of financial position)Profit and loss account (income statements).

ACCOUNTING PRACTICE: refers to the normal, practical application of accounting or auditing policies that occurs within a business. On a deeper level, to remain competitive while adhering to certain standards of business conduct, accounting practices will implement accounting systems.

ACCOUNTING RECORDS: are key sources of information and evidence used to prepare, verify and/or audit the financial statements. They also include documentation to prove asset ownership for creation of liabilities and proof of monetary and non monetary transactions.

SMALL AND MEDUIM SIZED ENTERPRISES: are non-subsidiary, independent firms which employ fewer than a given number of employees. Small firms are generally those with fewer than 50 employees, while micro-enterprises have at most 10, or in some cases 5, workers. Financial assets are also used to define SMEs.

1.11 SUMMARY
This chapter gives an overview of the study. It specifically examined the methods of bookkeeping practices in small and medium scale enterprises and its effect on decision making and their going concern. It further looks at the existing problems warranting this study and key objective it wants to achieve. It further justifies the reasons why such a study should be carried out. The chapter provides leading research questions and clearly outlined limitation and boundary of the study.

CHAPTER TWO
REVIEW OF RELATED LITERATURE

2.0 INTRODUCTION
This chapter gives a vivid and clear description of other writers and researchers work on Assessing Bookkeeping Practices in Small and Medium Scale Enterprises using Mercury International (SL) Limited as a case study. It discusses in details key terms, strategies, basic tools and techniques used in Bookkeeping and in areas necessary, our opinions on such work. The chapter starts with the basis of bookkeeping practices and talks more on the the double entry bookkeeping system and common practices.

2.1 REVIEW OF THEORETICAL LITERATURE
2.1.1 History of Bookkeeping
Bookkeeping has certainly been practiced many years ago: for we read of it amongst the Ancient Romans in J. Caesar’ time; but should not be supposed, that it ever arrived to the perfection, as now it is. The Italians were the first merchants, we read of in Europe, and first invented this exact way of keeping accounts, now in use amongst all. Amsterdam has been a great nursery of this science, since it was brought there (Yamey et al; 1963). Appeals to the long history and early origins of accounting, whether as a generic activity or a specific practice such as double-entry bookkeeping, have served a number of purposes. First, they were seen by several writers of early treatises on accounting as ways of convincing their potential audience of the value and relevance of the methods that the writers wished to reveal and promote.
This study is grounded on the compliance theory of Rautiala; (2000). This theory is relevant in the context of adherence of SMEs to accounting. Raustiala grouped compliance theories into rationalist and normative models. Rationalist models focus on cooperation to prevent non- compliance. Under the rationalist model called the deterrence theory, costs open up a range of enforcement options and address the corporate non-compliance with domestic rules. Cost to the firm is relevant to the SMEs. Another rationalist model described by Raustiala; (2000) is the behavioural decision theory, which acknowledges that people act according to their rational

calculation of how a particular choice is framed. The awareness of the accrual and cash bases of accounting sets the frame of choice between the two methods to be applied. On the other hand, one of the normative models called the complexity critique focuses on the capacity of the regulated firm. Complexity charges regulations as too numerous, too difficult to understand, and too fluid or ever changing. This would particularly be the case for SMEs, which generally lack the resources to stay apprised of complicated, changing regulatory requirements.

2.1.2 Basis of book keeping practices
All business entities must keep proper and accurate record of their financial transaction that takes place on daily basis (O'Neil 19955). Financial transaction is any activities, which result from the transfer of money value into or outside the business. Bookkeeping as described by (Wood 2001) is the process of recording in the books of account or on computers, the financial effect of business transaction and managing such records. There are separate books for recording each transaction. The nature of the transaction determines which book it should be entered. About one hundred years ago all accounting data were record in books, hence the development of the term Bookkeeping.
The act of recording quantifiable business activities in monetary terms, grouping them in terms of their common characteristics and finally producing a set of financial record is termed Bookkeeping (Anogbonu 2001). He also mentioned that book keeping shows how a business is performing and helps to find solution to a problem before -hand. t is necessary to keep proper records since all details of financial activities cannot lie kept in the mind, transparent and accurate records would increase the confidence of the business owner, customer and other users who are directly or indirectly related in the business.

2.1.3 Double Entry Book Keeping System and Common Practices
Double entry bookkeeping refers to the dual aspect of recording financial transaction. Most business employing more than a handful of staff use the system of recording called the double entry bookkeeping (Graham 2008). This system records both cash and credit transaction as they occur at different times. Johnson and Whittam (1998) argued that, the double entry system of bookkeeping is basically a simple concept. But as with many simple ideas, it is believed to have originated in the Italian city-state during the thirteenth and fourteenth century. They added that it was a primitive form of accounting. However, the original idea was capable of developing into the present comprehensive system, dealing with most business situation. Bebbington et.al (2001) also pointed it out that, the double entry bookkeeping was first published by Lucia Pacioli a Franciscan monk in 1494. They said bookkeeping at that time was far from new: even though it had played an important role in the systematic financial control of trading enterprises from the late thirteenth century in Italy, and all over the world, they further claimed that bookkeeping activity is basically concerned with identifying and capturing selected information, goods and services, funds as they enter or leave the business. Small and medium enterprises fail to recognize the need for double entry bookkeeping system as this explains why small scale businesses make little profit or fails completely(Siropolis 1994). Siropolis reported that, small scale businesses keep records in dairy, sheets and small note book. He termed to this practice as incomplete records keeping. The most important rule to bookkeeping according to Lewiston and Deloizer (2001) is that, each transaction must affect two accounts. For every inflow of value to an account there is a corresponding outflow from a different account. With most small enterprises, management and control of finance as well as the books of accounts are in the hands of the business owner. They keep records in a small note book, which contains information about the business activities (William 1988).
According to Graham Moll (2008), the financial records of small clubs, societies and businesses are kept in small cash books, entering cash receipt on the left hand page and cash
payment on the right hand page, Graham M also said, in both cases the date and a brief description would be giving against each item, a large cash book, with say sixteen columns each sides is required to analyze the purpose of each receipt and payment. Wood and Sheila (2001)

confirmed that it is more likely they would enter details of transaction only once, using a single entry system. Johnson and Whittam (1998), suggested that a business must record not only the amount of each transaction, but also the date and other detail cross-referencing it to evidence that, the transaction has taken place. They pointed it out that, small and medium enterprises should keep asset register as separate records to keep track of how the asset total is made up off. According to Bebbington et al (2001) cash is a funny stuff. It is properly the most important of the books. More businesses collapse and more organizations get into trouble because they have not looked into their cash for any other reason. They added that, cash records are the backbone of traditional accounting records and should be handled properly. Small enterprises of co-operative Organization and management identified that sound management is based on fact, not guess work.
Before you know where you are going, you need to know where you have been. Effectively record keeping will give you information needed to make decision about the future of your business it will help you plan, organize and control what has to be done. It will also help trim cost and save on taxes. It is only by taking firm control of financial aspect that will turn a high quality product or services into a thriving stable business. Small and medium enterprises should adopt the dual system of bookkeeping in keeping records on their business.

2.1.4 Benefits of Keeping Proper Books Of Accounts
Book keeping enables larger number of transaction to be recorded in an orderly manner. It also enables all type of transactions undertaken by the business which can be expressed in monetary terms to be recorded.(Edward and Mellette 1995). Proper record keeping enable businesses to access their progress, plan for expansion, get financial assistance from institution and access the right tax liability to be paid.
According to McCommon and French (2001), record keeping enables the assessing of the Economic health of the business, make financial projection based on past records, ensure that there is no error in invoice payment of business taxes and also help to determine what cost is to be placed on product or service. According to Smith and Medley (1086), For any information to have value, recording must be kept for reference (Smith and Medley 1086).

Accounting records helps one to know how the business is faring, whether the business is gaining or losing. Good records keep increasing the likelihood of the business' success. It enables the business owner to know the amount kept in the business bank account. Good accounting records safe guard funds and is vital for the sustainability of the business.
Andrine Raynott (2017) mentioned that process is all about recording each and every financial transaction of business that comprises the aspects such as investment, expenses, income, and revenue, sales, purchases etc.
The key benefits of bookkeeping services in business are as follows:
1. Helps to maintain the information that is crucial for smooth running of business
2. Makes easier to take an informed decision for the enhancement of business.
3. Updates your financial records daily to maintain the business standards.
4. Allows business owner to analyze the revenue, profitability to compare with past months or week or year

2.1.5 Definitions of SMEs
SME’s stands for Small and Medium Enterprises also called Small and Medium-sized Enterprises. These are companies whose headcount or turnover falls within certain limits.
However, what exactly an SME or Small to Medium Enterprise is, depends on who is defining since no single, uniformly acceptable definition of SME’s exists. They are mainly defined along the lines of number of employees, turnover, profitability, net worth, etc.
UNIDO’s Defines SME’s in Developing Countries as Medium-firms with 20-99 workers, Small 5- 19 workers and for Industrialized Countries-Medium-firms with 100-499 workers and Small  99 workers. Also, the National Board of Small Scale Industries (NBSSI) in Ghana defines a Small Scale Enterprise as one with not more than 9 workers, has plant and machinery (excluding land, buildings and vehicles) not exceeding 10 million Ghana Cedis.
Defining what SMEs are remains to be inconclusive and unsettled globally as even the power nations like the US and strong international unions like the European Union are yet to achieve a uniform definition. Generally, this target group, that is, SME’s in Sierra Leone is defined as:

Small Scale enterprises have been variously defined, but the most commonly used criterion is the number of employees of the enterprise. In applying this definition, confusion often arises in respect of the arbitrariness and cut off points used by the various official sources.
In Sierra Leone just like in other part of the world the definition of SMEs is complicated in structure. However, according to Statistics Sierra Leone there is certain parameter used to determine the definition of SMEs such as the number of employees. Statistics Sierra Leone defines small medium scale enterprises as micro enterprise having 1-4 employees, small enterprise having 5-19 employees and medium enterprise having 20-49. From the survey conducted of over 300 SMEs in Freetown, we cannot expunge the importance of revenue into the definition of SMEs in Sierra Leone. Micro enterprise boost of less than Le1,000,000 while the revenue of small enterprises is between Le1,000,000 to Le 10,000,000. The revenue of medium enterprises is between Le10,000,000 to Le 100,000,000. In Sierra Leone, small medium scale enterprises contribute over 95% of employment, 54.8% of the gross domestic product as well as knowledge enrichment (IMF, 2005)

2.1.6 Challenges faced by SMEs
Access to finance remained a dominant constraint to small and medium-scale enterprises in Ghana. Credit constraints pertaining to working capital and raw materials were cited by respondents (between 24% and 52% in Parker et al). Any potential provider of external debt or equity finance will want to monitor the SME’s to determine whether it is acting in accord with the initial contract, to follow the progression of the firm and to have the means to oblige the user of funds to respect the interests of the provider of funds.
There are numerous reasons why doing this effectively is more problematic for SMEs than for larger firms. Hence, banks are more likely to engage in credit rationing (i.e. not extending the full amount of credit demanded, even when the borrower is willing to pay higher rates) to SMEs than to larger companies. In the first place, the SME sector is characterized by wider clash of profitability and growth than larger enterprises. SMEs also exhibit greater year-to-year volatility in earnings. There is a perception of higher risk due to the fact that survival rate of SMEs is considerably lower than that of larger firms. In the case of SMEs, it is very difficult to distinguish

the financial situation of the firm from that of its owners. The use of company cars and home accommodations for both private and business purposes are clear cases in point.
The difficulty in gaining access to resources and financial markets is also largely to the fact that
these SME’s generally have inadequate or no collateral securities unlike the large firms.
The few financial institutions, the Microfinance institutions that do give credit to SME’s charge very high interest rates to make up for the high risk of granting credit to SME’s. Furthermore, the relations between the firm and its stakeholders are likely to reflect personal relationships to a much higher degree than in larger firms where such relationships are formalised. Whereas large firms are expected to observe recognized standards of corporate governance in which actors such as executives, auditors and boards of directors are expected to conform to transparent norms, SMEs tend to reflect much more closely the personalities of their owners.
There are also potential principal or agent problems. The provider of credit will seek to require the borrower to act so as to maximize the probability that the loan is repaid, while the borrower may seek higher risk or higher return solutions. Once financing is received, the entrepreneur may be motivated to undertake excessively risky projects, since all of the upside of the project belongs to the entrepreneur, while the lender prefers a less risky project that increases the probability that the loan will be repaid. This problem, which is potentially present in all lending, is more serious for smaller firms to gain finance from formal sources such as banks. There is also informational barrier. Asymmetric information is a more serious problem in SMEs than in larger firms. The entrepreneur has access to better information concerning the operation of the business and has considerable leeway in sharing such information with outsiders.

However, the entrepreneur is also likely to have less training or experience in business than those in a larger company, although more adapted to operating in an uncertain environment. Hence, it may be difficult for the outside provider of financing to determine whether the entrepreneur is making erroneous decisions or for the outsider to understand the business adequately. As a result, SMEs often cannot obtain long-term finance in the form of debt and equity.
2.1.7 Factors that Determine Accounting Standards and Procedures

The set of globally recognised accounting standards and procedures relating to the presentation of financial statements are called International Financial Reporting Standards (IFRS). When the International Accounting Standards Board (IASB) sets a brand new accounting standard, a number of countries tend to adopt the standard, or at least interpret it, and fit it into their individual country’s accounting standards. These standards, as set by each particular country’s accounting standards board, will in turn influence what becomes Generally Accepted Accounting Principles (GAAP) for each particular country. GAAP are imposed on companies so that investors have at least a minimum level of consistency in the financial statements they use when analysing companies for investment purposes. Accordingly, the constant evolution of GAAP, therefore, fulfills its mission to disseminate quality financial information. This information obtained from the financial statements, earning in particular, facilities investors’ valuations and the monitoring of management.
The issue of application of accounting to small and medium enterprises has been the subject of numerous studies around the world (Allister; 1995). Fundamentally, general-purpose financial statements are prepared on the assumption that there are no basic differences in the needs of those who will use them. However, small companies’ accounts are prepared primarily for the benefit of owner-managers, their bankers and the revenue authorities who have little in the kind of information aimed at users of public companies’ statements.

2.1.8 Getting Records Ready
According to International Marketing Digest edited by Malcolm, McDonald and Cavusgil; (1990) SMEs can save themselves some cash by doing as much of their own bookkeeping as possible. Accountants prefer that SMEs do not drop a shoe box of receipts and records in their offices. Such a strategy will cost them a lot of money in accounting fees; they do not want to pay their accountant for routine clerical work. They should be able to keep track of their day-to-day transactions and have a preliminary general ledger ready for their accountant. If they keep good records, their accountant will produce more accurate financial statements and/or tax returns, and will do it faster and cheaper.

They should get their records ready and set up an appointment with their accountant as early as they can. They should not wait until they are close to an upcoming deadline. If they get their records to their accountant early, they will give them better service for their money. Many SMEs wait until the last minute.
With the proliferation of personal computers and software, there are many programs on the market to help them automate their accounting procedures. Their accountant may want them to use a program that is compatible with the system they use. In many cases, they may be able to keep most of their records on their computer, and simply hand their accountant a disk, flash drive or memory stick whenever they needs their records. Accounting is the method, in which financial information is gathered, processed, and summarized into financial statement Longneck et al; (1988) and reports.

2.1.9 Types of Records Kept by SMEs
In many countries, the laws mostly require that the Enterprises prepare financial statements and, often, have them audited (Amoako, 2012). This requires that the owners of the enterprises have some knowledge of bookkeeping and accounting. Ismail and King (2007) concluded that the development of a sound accounting information in SMEs depends on the owners’ level of accounting knowledge.
According to Ismail and King (2007) and Muchira (2012), there are some basic financial records SMEs managers or owners need to keep for the success of a business. These basic records will normally include the sales day book (sales journal), purchases day book (purchases journal), cash receipt book, cheque payments book, petty cash book, general journal, nominal ledger, debtors’ ledger and creditors’ ledger. These, according to McMahon, (1999) must be kept and maintained in a sound accounting arrangement.

McMahon postulated that the following financial records need to be kept in an organisation: a record of all business sales, with copies of any invoices one has issued; a record of all one’s business purchases and expenses; invoices for all business purchases and expenses; details of any amounts one personally pay into or take from the business; and copies of business bank statements. Muchira, (2012) alluded that the Entrepreneur or an accountant usually use these records to create a profit and loss account which shows the sales income received, and the expenses paid, and to determine what profit/ loss the business actually made.

2.1.10 Bookkeeping and Performance of Small Medium Enterprises
Every serious entrepreneur must as a matter of fact be able to maintain proper records of his or her business transactions. Proper book keeping is important to sustaining and expanding a business (Kenya National Bureau of Statistics, 2007). Without it, the entrepreneur run the risk of hitting cash flow crunches, wasting money, and missing out on opportunities to expand his business. When you keep proper records of your business transactions, you will be properly positioned to carry out proper business evaluation and see how your business is fairing. The purpose of book keeping is to help you manage the business and also to enable tax agencies to evaluate the business activity. As long as book keeping achieves both of these objectives, the business will be in the right direction. Any financial institution that wants to do business with the firm must demand for the business records. The ability to produce it means that the business is serious. Business records are important because it prevents theft and keeps things organized. The practice of keeping accurate records of the business inventory makes it easier to record products and also to enable the business owner to see what’s selling and those that are not selling. It is important to keep business records because without them you would not know how to break even, or even how much each different product is really making you (Chepkemoi, 2013). Effective and efficient record keeping practices secure your business internal thief and dishonest employees. Additionally, tracking the transfer of money is important so that the wise business owner can know who received money, how much they currently have or if there are any inconsistencies that need to be investigated or corrected. Keeping accurate records is highly fundamental for a successful business to stay organized and profitable.

Peacock (2008) in his investigation of the effects and causes of 1,000 proprietary company failures in South Australia, found that 4.6 percent of failures had inadequate or no accounting records. He concluded that there was a minimal effect of accounting records of the success or failure of businesses of the proprietary companies and recommended for further research on causes of business failures. In another study of company failures in South Australia, peacock (2008) reviewed the bankruptcy reports of 418 unincorporated businesses for four years and found that 50.5 percent of this used single entry system of bookkeeping, 32.8 percent used bank and taxation records whereas only 2.1 percent utilized double entry systems. He recommended further research to be done on double entry systems of recording in companies. In a more recent study Peacock (2008) found out that a significant element in the failure of many of the businesses was inefficient or absence of accounting records. More than half of the failed businesses were found to have no records or only bank and taxation records. Peacock’s (2008) findings are very important as examining the impact of bookkeeping system practices on profitability of SMEs in Kabarnet Town. Williams et al (2008) in their evaluation of the adequacy of accounting records for 10,570 small enterprises operating in Australia found that a significant proportion of owners kept inadequate accounting records.

2.1.11 Level of Education and Record Keeping
Research has shown that higher education provides superior technical knowledge and contributes positively to develop individual learning capabilities to process new information and hence, recognize business opportunities (Shane, 2000). According to Westhead, Wright and Ucbasaran (2001), higher education implies the acquisition of organizational abilities that allow entrepreneurs to better exploit new opportunities. Therefore, more educated entrepreneurs have the requisite skills, discipline, motivation, information and self-confidence to attain higher growth rates in their businesses. These assertions suggest a direct relationship between education and bookkeeping practices.
However, Tolentino (2000) on the other hand argued that educational and training policies and programmes may discourage entrepreneurship and hinder the development of the enterprise culture necessary to nurture viable SMEs. Closely linked to Tolentino’s assertion, Woodrufle as

cited by Esaete (2005) observed that the possession of such knowledge is not in itself a demonstration of competence but without it, managers are most likely to sustain competent performance over time or in a variety of situations. In relation to bookkeeping, Tolentino (2000) avowed that the educational level and experience of owners/managers have an impact on the quality of record keeping. While Ojala (2002) established that poor record keeping is a result of managerial incompetence that hinders the growth of SMEs, Muchira (2012) found that accurate recordkeeping of SMEs transactions is essential to the growth of these enterprises. In addition, Gaskill et al as cited by Esaete (2005) confirmed that managerial skill development is related to a firm’s success.

2.2 Review of Empirical Literature
Joseph Kurwo Chelimo and Isaac Ole Sopia (2012), in their research focused on the effects of bookkeeping on the growth of small and medium business enterprises in Kabarnet Town. The study objective was to find out how books are kept in SMEs, analyze the growth of small and medium enterprises and to establish the relationship between bookkeeping and growth of SMEs in Kabarnet Town. The study was based on a descriptive survey design and targeted all SMEs operators in Kabarnet town. A sample of 72 respondents was selected through stratified random sampling techniques. The data was analyzed using descriptive statistics and analyzed using percentages. The results were presented using tables and figures. The study findings show that many SME operators in Kabarnet town maintain sales record books using the double entry system. The study also shows that book keeping positively enhanced SMEs growth as measured by profitability and increased business expansion in Kabarnet town. SMEs and bookkeeping could be used to monitor business transactions although many traders do not use it for this purpose. Therefore, bookkeeping can be used as a tool for monitoring business transaction in SMEs. The findings of this study could provide useful information that will help the business community in Kabarnet town to appreciate the role of book keeping in their businesses.

According to Dodor Christian Thywill, Thomas Clackson Adade and Tsorhe Komla Daniel (2017), Their study is carried out to measure the effects of sound bookkeeping practices on the growth of SMEs and to analyse the major challenges associated with accounting records being kept by SMEs as a source of information for business decision-making. A survey design was employed in the study to evaluate the effect of sound bookkeeping practices on the growth of SMEs in Ho Municipality of Ghana. The results of the study show that there is a significant relationship between the growth of an enterprise and sound bookkeeping practices as most of the respondents confirmed that they have seen a significant improvement in the growth of their businesses in the area of turnover, increase in profitability, effective cost management, accountability and improvement in business performance. The major challenge of SME operators in implementing full accounting systems is the difficulty to maintain the accounting systems, as it requires a technical knowhow in the field of accounting. The study concludes that sound bookkeeping practices promote the growth of SMEs. We recommend that academic institutions and other bodies which are responsible for SMEs should organize training programmes for those operators who do not have the technical knowhow in the field of accounting to come to grips with it and also provide some SME-specific accounting guidelines and template forms for capturing accounting information for the operators to use.

Amissah, H. Hashim (2011), aims to find out the need for proper bookkeeping and basic accounting procedures in small scale enterprises. The study also looked at the problems faced by Small Scale Enterprises and the way forward. One of the key forces in the process of helping an organisation to become more competitive is how its human resource management functions is played out. This means that this function will have to serve more and more as a strategic organizational development. The researcher used qualitative method, supplemented by statistical analysis of the survey data. The findings confirmed an apparent non-existence of proper bookkeeping and basic accounting procedures in small scale enterprises and recommends that owners should be educated to keep away their personal transactions from their business entities. The study further revealed that small scale enterprises face moribund problems such as finance, technical skills, entrepreneurial skills and human resources among others and

recommended that National Board for Small Scale Industries should be strengthen and resourced to solve these numerous problems of the small scale enterprises.

Lawrence Ayine Adaane (2016), looks at Bookkeeping And Perception of Growth of Small And Medium Scale Enterprises In The Cape Coast Metropolis. The role of SMEs in the development of any nation cannot be overemphasised. Yet their growth into bigger firms is often beset with many challenges. This study sought to examine the perception of business owners about the effect of bookkeeping on the growth of small and medium-scale enterprises (SMEs) in the Cape Coast Metropolis. The study employed the quantitative research method and survey design.
The simple random sampling method was used to draw a sample of 100 enterprises from a survey population of 135 registered SMEs from the Cape Coast Chamber of Commerce. A structured survey questionnaire was used in gathering primary data for the study. A total of 100 questionnaires were returned and used for analysis. The study found that most SMEs surveyed did not keep complete written records even though majority (74%) of them perceived bookkeeping as an important tool for business growth. The challenges that confronted SMEs owners in bookkeeping were lack of personal knowledge in bookkeeping, lack of record keepers, time and resources constraints among others. The study also found that majority SME owners perceived bookkeeping to have an effect on the growth of SMEs and level of education of SME owners or managers also had a positive relationship with their bookkeeping practices. The study recommended that the National Board for Small Scale Industries (NBSSI) in Ghana should initiate policies that will intensify education of SMEs operators on bookkeeping since many of them lacked personal knowledge in bookkeeping. Business operators were also recommended to go for seminars and training that will improve their record keeping skills.

2.3 SUMMARY
The concept of assessing bookkeeping practices in SMEs in the Freetown Municipality has been exhaustively discussed theoretically. Explaining in detailed the basis of book keeping practices and the double entry system of bookkeeping. It has provided a guide as such would be useful to anyone undertaking a study on the assessment of bookkeeping practices in SMEs.

CHAPTER THRE: METHODOLOGY


3.1 INTRODUCTION
Even though a variety of methods are available for adoption in carrying out this research, only one has been employed. The chapter describes the methodology used in collecting and analysing data for the study of an assessment of Bookkeeping Practices in Small and Medium Scale Enterprises in Osun state using Mercury International as a case study. It contains the research design, samples and sample population size, methods and tools of data collection from the appropriate sources and how data would be analysed.

3.2 RESEARCH DESIGN
The design used would be cross section study where data are gathered just once over a period in Mercury International from operations ranging from 2014-2018. The researchers use descriptive research method that describes the phenomenon undertaken in order to ascertain and be able to describe the characteristics of variables of interest. The research explains the assessment of Bookkeeping Practices in Small and Medium Scale Enterprises; examine the factors that can strengthen the assessment of Bookkeeping Practices in Small and Medium Scale Enterprises.

3.3 STUDY POPULATION
The target population of this study covers the Mercury International. The survey population includes the management, staff and or people that are directly related to its operations and policies formation. The sample from the survey population would include only fifty (50) people and comprises of staff from Operations, Senior Management Team, Finance Department, Admin and others that are all connected in operations linked with Bookkeeping Practices in Small and Medium Scale Enterprises.

3.4 SAMPLING DESIGN
· Random sampling
The probability (random) sampling technique shall be adopted for this research. Specifically, the stratified random sampling method would be adopted to enable the researchers focus on the members of the population they want to study. This was used to reach a targeted sample of heads, the opinions of the above category of respondents. This was done because these people are regarded as the expert in their roles and are considered as the most appropriate to provide answer to questions in the structured questionnaires. They are often called ‘’contact on the sport’’.

· Focus group discussion
A focus group is a form of qualitative research in which a group of people are asked about their perceptions, opinions, beliefs, and attitudes towards a product, service, concept, advertisement, idea, or packaging. Questions are asked in an interactive group setting where participants are free to talk with other group members. During this process, the researchers either take notes or record the vital points they are getting from the group. Care should be noted to select members of the group carefully for effective and authoritative responses.
Focus group discussion involves management representatives, company staff, and other stakeholders were randomly formed to a group that deliberated on the issues of Bookkeeping Practices in Small and Medium Scale Enterprises.

3.5 SAMPLING SIZE
The sample size is targeting fifty (50) members using Occupational Safety and Health Administration (OSHA) sampling method, by this method, samples are taken with due considerations of job safety and general welfare of the interviewee concerned so that the research or interview would not be seen as throwing them out of job. The sample would be drawn from Mercury International only but focusing on all departments dealing with financials.

3.6 SOURCES OF DATA COLLECTION
· Primary Data
Primary data are the data collected by the researcher themselves. The primary data shall be supplied by the staffs that participate in the process of Bookkeeping Practices in Mercury International. These data shall be collected through the use of personal interviews and via structured questionnaires administered to the various respondents.
· Secondary Data
Secondary sources are data that already exists from internal sources which are found within the organization and external sources from other industries offshore. Secondary data shall be sourced from books, journal, web information, articles and previous research work on the topic.

3.6.1 STUDY DESIGN AND METHOD
· Administration of Questionnaires
The researchers intend to use self-administered method where respondents shall be asked to fill the questionnaires and return thereafter. Those who are below secondary school level of education shall be directly administered by the researchers themselves but not losing sight of exactly recording the views of these categories of respondents.
· Survey
This shall be done through collecting information about the variables of interest. Researchers shall look at factors hampering Bookkeeping Practices in Small and Medium Scale Enterprises and its effects on operations. The general perception of people and technical experts in the sample would also form part of the data though this shall be gathered through observations and focus group discussions by the researchers.

3.7 INSTRUMENTS OF DATA COLLECTION
They are the tools for data collection. They include Questionnaire, Interview, and document review.
· Questionnaire
A questionnaire is a research instrument consisting of a series of questions and other prompts for the purpose of gathering information from respondents. They are often designed for statistical analysis of the responses. Semi structured questionnaires shall be distributed to respondents who shall be given time to answer them and return them for solving and analyzing by the researchers. Questionnaires have advantages over some other types of surveys in that they are cheap, do not require as much effort from the questioner as verbal or telephone surveys, and often have standardized answers that make it simple to compile data.

· Documentary review
Documentary research is the use of outside sources, documents, to support the viewpoint or argument of an academic work. The process of documentary research often involves some or all conceptualizing, using and assessing documents. The analysis of the documents in documentary research would be either quantitative or qualitative analysis (or both). Secondary data shall be obtained from already written books or existing notes from other writers and taking notes of materials that are related to the research and draw up conclusion.

· Interview guide
An interview is a conversation where questions are asked, and answers are given. In common parlance, the word "interview" refers to a one-on-one conversation with one person acting in the role of the interviewer and the other in the role of the interviewee. Informal interviews shall be conducted using open ended questions by using the interview guide that would help the researcher to carry out dialogue that is meaningful with the respondent.

3.8 DATA PROCESSING AND PRESENTATION
3.8.1 DATA PROCESSING
Data processing is, generally, the collection and manipulation of items of data to produce meaningful information. In this sense it can be considered a subset of information processing, the change (processing) of information in any manner detectable by an observer. The researchers after collecting and gathering the data will then look at the codification classify and tabulate and then present the data.

3.8.2 Data presentation
Data presentation is the method by which the researchers shall summarize, organize and communicate information using a variety of tools, such as diagrams, distribution charts, histograms and graphs. The methods used to present mathematical data vary widely. Common presentation modes including coding data, data analysis, drawing diagrams, tables, pie charts and histograms. The researchers shall put the results of the research into graphs, charts and tables that would visually be clear enough for readers to capture the discourse as it progresses.

3.9 SUMMARY
The fore going chapter has presented the methodology that will be used in collecting, presenting and analyzing the data. It had specifically discussed research design, survey population and sample design. It has further looked at data collection instrument, study design method and data analysis tool. The next chapter will present the data collected, analyzed result and attached meaningful interpretation.

CHAPTER FOUR
[bookmark: _GoBack]DATA PRESENTATION AND ANALYSIS


4.1 INTRODUCTION
The purpose of analyzing data is to find meaning, and this is done by systematically arranging and presenting the information. It has to be organized so that comparisons, contrast and insights can be extracted and demonstrated.
This chapter presents the findings as well as the discussions that emerged from the study. As we discussed in chapter three, fifty (50) staffs of the Company were selected and administered with questionnaires. Additionally, the demographic characteristics of the respondents, the research questions and the objectives of the study are addressed in this chapter.

4.2 RESPONSE RATE
In other for the research to be holistic and adequate, the researchers developed the same questionnaire for all categories of respondents at the Company. This was done to reduce bias. A total of 50 questionnaires were distributed to all categories of staffs. However, only 42 questionnaires were returned completed. This high response rate of 84% of the respondents that took part in the research is a clear indication of their awareness of the relevance of bookkeeping practices. Table 4.1 shows the number of questionnaires sent and received.

TABLE 4.1: Response RateQuestionnaires Distributed to
Number of Questionnaires Distributed
Number of Questionnaires Returned completed


Percentage
Finance
15
13
26
Operations
12
12
24
Admin.
5
5
10
Senior Mgt. Team
10
7
14
Others
8
5
10
Total
50
42
84%
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4.3 FINDINGS ON GENERRAL INFORMATION
This section discusses the demographic characteristics of the selected respondents for the study. The issues discussed in this section are sub divided into gender, age, educational qualification, length of service and the marital status of respondents.

4.3.1 AGE
The importance of age in this research was to help assess the needs of staffs and managers of the Company. The age distribution of respondents shows that there are younger staff and managers at Mercury International. The age distribution of respondents is shown in Table 4.2

Table 4.2: Age Distribution of Respondents

	Age ( in years)
	Frequencies
	Percentage (%)

	21-30
	10
	24

	31-40
	20
	48

	41-50
	12
	28

	Above 50
	-
	-

	Total
	42
	100


Source: Researchers 2019
According to table 4.2 above, 24% of the respondents were between the ages of 21-30, 48% were between the ages of 31-40, 28% were between the ages of 41-50 and none of the respondents were above the age of 50. Findings indicate that majority were in the age group of 31-40 years. This implies that respondents of this age group mainly contribute to the performance of an effective bookkeeping practice in Mercury International.
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4.3.2 GENDER
The sample of respondents consisted of both sexes is presented in Table 4.3
Table 4.3.: Gender of Respondents

	Gender
	Frequencies
	Percentage (%)

	Male
	30
	71

	Female
	12
	29

	Total
	42
	100


Source: Researchers 2019

The data presented above clearly reveals that Mercury International has more males than females. As 71% of respondents are males and 29% are females. This result clearly reflects the industrial world where males are highly recruited as result of the nature of work they normally undertake. The 29% female recorded are worthy to be noted as they may be upcoming females who have been trained for middle manpower development at vocational levels and normally fills the positions of clerks and secretaries in these industrial operations.
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4.3.3 MARITAL STATUS
The sample of respondents in terms of marital status is presented in Table 4.4
Table 4.4 Marital Status of Respondents

	Status
	Frequencies
	Percentage (%)

	Single
	10
	24

	Married
	32
	76

	Divorced/separated
	-
	-

	Total
	42
	100


Source: Researchers 2019

Table 4.4 indicates that 76% of the respondents were married and 24% were single. The respondents were mainly married. This implies that, bookkeeping systems in Mercury International are mainly influence by married staff compared to single and divorced/separated.
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4.3.4 LEVEL OF EDUCATION
The sample of respondents in terms of educational level is presented in Table 4.5

Table 4.5 Level of Education

	Educational Background
	Frequency
	Percentage (%)

	Ordinary Level /WASSCE
	5
	12

	OND/HND
	13
	31

	First Degree
	10
	24

	Masters
	5
	12

	Professional
	4
	9

	Others
	5
	12

	TOTAL
	42
	100


Source: Researchers 2019

From table 4.5, respondents hold a range of educational qualifications from Ordinary Level/WASSCE level to Professional Level. Most of the respondents constituting majority of the sample population have an OND/HND educational background as 31%. 24% out of the 42 respondents are First degree holders, 12% of the respondents are Masters Holders as well as Ordinary Level/WASSCE Certificate. Other educational background consists of 12% as well and 9% out of the 42 respondents are Professionals. This suggests that the respondents at Mercury International have different educational qualifications.
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4.3.5 LENGTH OF SERVICE AT MERCURY INTERNATIONAL
The sample of respondents in terms of length of service is presented in Table 4.6
Table 4.6 Length of Service

	Length of Service (in years)
	Frequencies
	Percentage (%)

	Less than 1 year
	3
	7

	1-3
	12
	29

	4-6
	18
	43

	Above 6 years
	9
	21

	Total
	42
	100


Source: Researchers 2019

Findings in table 4.6 above show that 7% of the respondents served for less than 1 year, 29% 1- 3 years, 43% 4-6 years and 21% above 6 years. Majority served for 4-6 years indicating that Mercury International is managed by experienced staff.
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4.4.1 DATA PRESENTATION AND ANALYSIS OF RESEARCH QUESTION ONE
Research question one sought to examine the types and completeness of accounting records kept by SMEs. Consequently, questionnaire with five items was used, respondents were asked to indicate their level of agreement or disagreement on the five items and the responses were presented in Table 4.7 where SA-strongly agree, A- agree, NS-not sure, SD-strongly disagree D- disagree.

Table 4.7 Responses on the types of accounting records kept by SMEs.

	STATEMENT
	SA
	%
	A
	%
	NS
	%
	SD
	%
	D
	%
	TOT
	%

	The firm keeps proper cash
books and petty cashbook
	22
	52
	16
	38
	2
	5
	-
	-
	2
	5
	42
	100

	The firm maintains optimum
Cash balance.
	15
	36
	20
	48
	5
	11
	-
	-
	2
	5
	42
	100

	The	firm	prepares	cash
budgets and forecasts
	30
	72
	11
	26
	1
	2
	-
	-
	-
	-
	42
	100

	The	firm	keeps	goods
received books
	16
	38
	26
	62
	-
	-
	-
	-
	-
	-
	42
	100

	The	firm	keeps	general
business journals
	-
	-
	10
	24
	15
	36
	-
	-
	17
	40
	42
	100


Source: Researchers 2019
The first objective of the study sought to establish the types and completeness of accounting records kept by Mercury International. The study revealed that Mercury International keeps proper cashbooks and petty cashbooks in financial recording and that optimum cash balance is always maintained as evident in table 4.7, cumulatively (52+36) 88% of the respondents strongly agreed that Mercury International keeps proper cashbooks and petty cash books in financial recording and also optimum cash balance is maintained, 86% agreed, 16% were not sure and 10% disagreed. Respondents that were in disagreement imply that they have little knowledge of accounting records kept by SMEs.

The research also finds out that cash management practices are significant predictors of organizational performance and is consistent with the finding by Joshi (2008) and Machiraju (2005). According to these authors, typical policy decisions involve a determination of the appropriate level of cash that the firm should always maintain. These findings further supports findings by Atrill 2006 who recognizes that effective cash management ensures timely provision of cash resources necessary to support the firm’s operations. A cash budget is a detailed plan of cash receipts and cash payments. Cash budget may be short term or long term or it may be made in connection with a particular contract or project. A budget is essential for control of day to day cash balances and to allow efficient forward planning of the option for dealing with short term deficits and surplus. Table 4.7 shows how useful cash budget is to the management of Mercury International. The result revealed that 72% strongly agreed that cash budget is prepared, 26% agreed and 2% not sure. Cash budgets are used to assess and integrate operating budgets, plan for cash shortages and surpluses and compare with actual spending.
It is also evident that the firm keeps goods received books as shown in table 4.7 where 38% strongly agreed and 62% agreed. The findings also revealed that 24% agreed that the firm keeps general business journals, 36% not sure and 40% disagreed. The findings are in consistent with Ismail and King (2007) and Muchira (2012) who established that there are some basic financial records that SMEs managers or owners need to keep for the success of a business. The basic records include the sales daybook, purchases day book, cash receipt book, cheque payments book, petty cash book, general journal, nominal ledger, debtors’ ledger and creditors’ ledger

4.4.2 DATA PRESENTATION AND ANALYSIS OF RESEARCH QUESTION TWO
Research question two sought to examine the challenges of SMEs in keeping proper books of accounts as a source of information. Consequently, questionnaire with five items was used, respondents were asked to indicate their level of agreement or disagreement on the five items and the responses were presented in Table 4.8 where SA-strongly agree, A- agree, NS-not sure, SD-strongly disagree D-disagree

Table 4.8 Responses on the challenges of SMEs in keeping proper books of account

	STATEMENT
	SA
	%
	A
	%
	NS
	%
	SD
	%
	D
	%
	TOT
	%

	High	cost	of	hiring	a
qualified accountant
	20
	48
	18
	42
	2
	5
	-
	-
	2
	5
	42
	100

	Lack	of	accounting
knowledge
	23
	55
	18
	43
	1
	2
	-
	-
	-
	-
	42
	100

	Accounting	reports	too
difficult to understand
	30
	72
	11
	26
	1
	2
	-
	-
	-
	-
	42
	100

	Lack of guiding or specific
accounting	standard	for SMEs
	
16
	
38
	
26
	
62
	
-
	
-
	
-
	
-
	
-
	
-
	
42
	
100

	Accounting reports do not
add value to the business
	17
	40
	20
	48
	5
	12
	-
	-
	-
	-
	42
	100


Source: Researchers 2019
Every serious entrepreneur must as a matter of fact be able to maintain proper records of his or her business transactions. Proper bookkeeping is important to sustaining and expanding a business (Kenya National Bureau of Statistics, 2007). Without it, the entrepreneur run the risk of hitting cash flow crunches, wasting money, and missing out on opportunities to expand his business. When you keep proper records of your business transactions, you will be properly positioned to carry out proper business evaluation and see how your business is fairing.

Table 4.8 shows the rating of five (5) possible challenges of SMEs in maintaining accounting records in terms preparation and the problems they present for the business. The result reveals that 48% of the respondents attributed their inability to keep proper accounting records is due to high cost of hiring a qualified accountant, 42% agreed, 5% were not sure and 5% disagreed. It is also evident that SMEs will face a challenge in keeping proper books of accounts if accounting reports are too difficult to understand as 72% strongly agreed, 26% agreed and 2% were not sure. This is followed by lack of accounting knowledge on the part of owners-managers in which 55% strongly agreed, 43% agreed and 2% were not sure and lack of guiding or specific accounting standards for SMEs as indicated by 38% strongly agreed and 62%% agreed. This finding supports the observation of Evaraert et al., (2006) and Jayabalan & Dorasamy, (2009), as cited by Ezejiofor, Ezenyirimba & Olise, (2014) that the high cost of contracting professional accountants has left SME owners with no better option but to relegate accounting information.

4.4.3 DATA PRESENTATION AND ANALYSIS OF RESEARCH QUESTION THREE
Research question three sought to analyze the effects of sound bookkeeping practices on the growth of SMEs. Consequently, questionnaire with four items was used, respondents were asked to indicate their level of agreement or disagreement on the four items and the responses were presented in Table 4.9 where SA-strongly agree, A- agree, NS-not sure, SD-strongly disagree D- disagree.

Table 4.9 Responses on the effects of sound bookkeeping practices on the growth of SMEs.

	STATEMENT
	SA
	%
	A
	%
	NS
	%
	SD
	%
	D
	%
	TOT
	%

	Sound bookkeeping promotes growth in
turnover
	
20
	
48
	
18
	
42
	
4
	
10
	
-
	
-
	
	
	
42
	
100

	Sound accounting practices
promote accountability
	23
	55
	18
	43
	1
	2
	-
	-
	-
	-
	42
	100

	Good financial reporting enhances business
performance
	
30
	
72
	
11
	
26
	
1
	
2
	
-
	
-
	
-
	
-
	
42
	
100

	Sound accounting records
facilitate decision making
	30
	72
	12
	28
	-
	-
	-
	-
	-
	-
	42
	100


Source: Researchers 2019

From table 4 .9, 48% strongly agreed that sound bookkeeping practices in many businesses help in effective cost management and improvement in profitability, 42% agreed and 10% were not sure. This is followed by sound accounting practices promote accountability as 55% strongly agreed, 43% agreed and 2% were not sure. Accounting records helps one to know how the business is faring, whether the business is gaining or losing. Good records keep increasing the likelihood of the business' success. It enables the business owner to know the amount kept in the business bank account. Good accounting records safeguard funds and is vital for the sustainability of the business. It is also evident that good financial reporting enhances business performance

as 72% strongly agreed, 26% agreed and 2% were not sure. The study also reveals that 72% of the respondents strongly agreed that sound accounting records facilitate decision making, 28% agreed. The result from the study agrees with the findings of Okoli (2011). Okoli concludes that in order to enhance the profitability of small-scale enterprises and their continuity, there is need for adequate record keeping which will help the proprietors to keep track of the performance of these enterprises.

4.5 CHAPTER SUMMARY
Data presentation and analysis of the research questions of this work is analyzed through the survey questionnaires and interviews administered to Mercury International staffs using frequencies and percentages. From the analysis above, it is a clear that bookkeeping Practices in Small and Medium Scale Enterprises helps in enhancing the profitability of SMEs.

CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATION


5.1 INTRODUCTION
This chapter presents summaries and conclusion of the results obtained and further provides recommendations to assist Mercury International in bookkeeping practices and thereby improving its liquidity and profitability position. The recommendations were also aimed at assisting future researchers in similar field of study.

5.2 SUMMARY OF FINDINGS
The study revealed that Mercury International keeps proper cashbooks and petty cashbooks in financial recording and that optimum cash balance is always maintained. The research also finds out that cash management practices are significant predictors of organizational performance. Cash budget may be short term or long term or it may be made in connection with a particular contract or project. A budget is essential for control of day to day cash balances and to allow efficient forward planning of the option for dealing with short term deficits and surplus. It is also evident that the firm keeps goods received books and general business journals.
Every serious entrepreneur must as a matter of fact be able to maintain proper records of his or her business transactions. Proper bookkeeping is important to sustaining and expanding a business. The result reveals that majority of the respondents attributed their inability to keep proper accounting records is due to high cost of hiring a qualified accountant. It was also evident that SMEs will face a challenge in keeping proper books of accounts if accounting reports are too difficult to understand. This is followed by lack of accounting knowledge on the part of owners and lack of guiding or specific accounting standards for SMEs.

The study also revealed that sound bookkeeping practices in many businesses help in effective cost management and improvement in profitability. Accounting records helps one to know how the business is faring, whether the business is gaining or losing. Good records keep increasing the likelihood of the business' success. It enables the business owner to know the amount kept in the

business bank account. Good accounting records safeguard funds and is vital for the sustainability of the business. It is also evident that good financial reporting enhances business performance.

The study also reveals that majority of the respondents agreed that sound accounting records facilitate decision making. The result from the study agrees with the findings of Okoli (2011). Okoli concludes that in order to enhance the profitability of small-scale enterprises and their continuity, there is need for adequate record keeping which will help the proprietors to keep track of the performance of these enterprises.

5.3 CONCLUSION
In view of the findings summarized above the following conclusions were drawn.
The main purpose of the study was to assess Bookkeeping Practices in Small and Medium Scale Enterprises. The study has established that there is a direct relationship between bookkeeping, growth and profitability of SMEs. If properly maintained, bookkeeping could lead to increased profitability and expansions of SMEs. It has also brought to bear relevant information for policy consideration. Another conclusion that can be drawn from the study is that bookkeeping can have a positive effect on the growth of businesses. From the study, those who kept records of their business activities were able to confirm that there was growth or reduction on sales, profitability and customer base but those who did not keep records were unable to observe any growth or reduction in their business sales, profitability and customer base.

The study concludes that sound bookkeeping practices promote the growth of SMEs. The results of the study shows that there is a significant relationship between the growth of an enterprise and sound bookkeeping practices as most of the respondents confirmed that they have seen a significant improvement in the growth of their businesses in the area of turnover, increase in profitability, effective cost management, accountability and improvement in business performance. The SME operators face challenges in implementing full accounting systems. It came to light that most SMEs find it difficult to maintain the accounting systems, as it requires a

technical knowhow in the field of accounting. This requires people who have the requisite knowledge and qualification to be employed to man the accounts department.

5.4 RECOMMENDATIONS
Based on the research findings and reviewed literature, our study recommendations are hereby made:
i. It is recommended that SMEs in Freetown should initiate policies that will intensify education of SMEs operators on bookkeeping since many of them lack personal knowledge in bookkeeping.

ii. Many small-scale business operators think that employing capable hands to keep record of business operations is the concern of the big enterprises only. Therefore, for them to achieve good financial management and growth, it is recommended that SME operators employ at least an accounts clerk to keep proper and adequate records for the growth and survival of their businesses. The bookkeeper should also be trained to prepare traditional profit and loss accounts as well as balance sheets.

iii. As a matter of policy, SME operators should be encouraged by their respective associations to keep the following record books - sales daybook, purchases daybook, receivables ledger, payables ledger, asset register, cash receipt book, check payments book, petty cash.

iv. Business operators are also recommended to go for seminars and training programmes that will improve their record keeping skills since level of education has a direct relationship with proper bookkeeping practices.

Suggested Area for Further Research
This study was limited to only SMEs in trading, service providers and manufacturing, hence a further research can be extended to cover SMEs in agriculture and construction industries.
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APPENDIX 1 QUESTIONNAIRE
Dear respondent, this questionnaire is aimed at collecting information for research purpose on the topic an assessment of Bookkeeping Practices in Small and Medium Scale Enterprises using Mercury International (SL) Limited as a case study. Answers provided shall be treated with utmost sincerely and held for only academic purposes. Thus, your names are not required. Many thanks for your profound contribution towards this study.

SECTION ONE: GENERAL INFORMATION
Please Tick your appropriate Choice
1. Age (Years): 21-30  [image: ] 31 – 40 [image: ] 41 – 50 [image: ]	Above 50
2. Gender: Male [image: ]	Female
3. Marital Status: Single [image: ] Married  [image: ] Divorced/Separated
4. Level of Education:
Professional [image: ] Masters Degree [image: ] Bachelor Degree [image: ] Diploma Certificate [image: ] Any other please specify ………………………………………………………..
5. Length of service at Mercury International (SL) Limited
Less than one year [image: ]  1 – 3 years  [image: ] 3 – 6 years	[image: ] above 6 years

SECTION TWO: ASSESSMENT OF THE TYPES OF ACCOUNTING RECORDS KEPT BY SMEs.
In this section the researchers seek to establish the types of accounting records kept by SMEs. Key: Where SA-strongly agree, A- agree, NS-not sure, SD-strongly disagree D-disagree

	STATEMENT
	SA
	%
	A
	%
	NS
	%
	SD
	%
	D
	%
	TOT
	%

	The firm keeps proper cash
books and petty cashbook
	
	
	
	
	
	
	
	
	
	
	
	

	The firm maintains optimum
Cash balance.
	
	
	
	
	
	
	
	
	
	
	
	

	The	firm	prepares	cash
budgets and forecasts
	
	
	
	
	
	
	
	
	
	
	
	

	The	firm	keeps	goods
received books
	
	
	
	
	
	
	
	
	
	
	
	

	The	firm	keeps	general
business journals
	
	
	
	
	
	
	
	
	
	
	
	



SECTION THREE: ASSESSMENT OF THE CHALLENGES OF SMEs IN KEEPING PROPER BOOKS OF ACCOUNTS
In this section the researchers seek to establish the challenges of SMEs in keeping proper books of accounts.
Please Tick the appropriate alternative
Key: Where SA-strongly agree, A- agree, NS-not sure, SD-strongly disagree D-disagree


	STATEMENT
	SA
	%
	A
	%
	NS
	%
	SD
	%
	D
	%
	TOT
	%

	High	cost	of	hiring	a
qualified accountant
	
	
	
	
	
	
	
	
	
	
	
	

	Lack	of	accounting
knowledge
	
	
	
	
	
	
	
	
	
	
	
	

	Accounting	reports	too
difficult to understand
	
	
	
	
	
	
	
	
	
	
	
	

	Lack of guiding or specific accounting	standard	for
SMEs
	
	
	
	
	
	
	
	
	
	
	
	

	Accounting reports do not
add value to the business
	
	
	
	
	
	
	
	
	
	
	
	



SECTION FOUR: ASSESSMENT OF THE EFFECTS OF SOUND BOOKKEEPING PRACTICES ON THE GROWTH OF SMEs.
In this section the researchers seek to establish the effects of sound bookkeeping practices on the growth of SMEs.
Please Tick the appropriate alternative
Key: Where SA-strongly agree, A- agree, NS-not sure, SD-strongly disagree D-disagree


	STATEMENT
	SA
	%
	A
	%
	NS
	%
	SD
	%
	D
	%
	TOT
	%

	Sound bookkeeping promotes growth in
turnover
	
	
	
	
	
	
	
	
	
	
	
	

	Sound accounting practices
promote accountability
	
	
	
	
	
	
	
	
	
	
	
	

	Good financial reporting enhances business
performance
	
	
	
	
	
	
	
	
	
	
	
	

	Sound accounting records
facilitate decision making
	
	
	
	
	
	
	
	
	
	
	
	















Thank you for your patience and response
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