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[bookmark: _GoBack]ABSTRACT
This study was carried out to examine the importance of financial accounting literacy on the growth, development, survival, productivity and performance of SMES in Kwara state using selected SMEs from three (3) selected local government in Kwara State  as the case study. Specifically, the study was aimed at determining the impact of financial accounting literacy on the growth of small and medium scale enterprises; and determine the impact of financial accounting literacy on the survival of small and medium scale enterprises. The study employed the survey descriptive research design. A total of 100 responses were validated from the survey. From the responses obtained and analysed, the findings revealed that The findings revealed that: there is a significant relationship between financial accounting literacy and the growth of SMEs in Kwara state. Also, the findings revealed that there is a significant relationship between financial accounting literacy and the survival of   SMEs in Kwara state. The study therefore recommend SMEs should endeavour to acquire good financial literacy in order to know how to manage their business finances and have good record keeping for sustainability and accountability.



CHAPTER ONE
INTRODUCTION
1.1 Background of the Study
Financial literacy remains an interesting issue in both developed and developing economies, and has elicited much interest in the recent past with the rapid change in the finance landscape. Atkinson and Messy (2005) defined financial literacy as the combination of consumers’/investors’ understanding of financial products and concepts and their ability and confidence to appreciate financial risks and opportunities, to make informed choices, to know where to go for help, and to take other effective actions to improve their financial well-being.
Financial literacy helps in empowering and educating investors so that they are knowledgeable about finance in a way that is relevant to their business and enables them to use this knowledge to evaluate products and make informed decisions. It is widely expected that greater financial knowledge would help overcome recent difficulties in advanced credit markets. Financial literacy prepares investors for tough financial times, through strategies that mitigate risk such as accumulating savings, diversifying assets, and purchasing insurance.
Financial literacy facilitates the decision making processes such as payment of bills on time, proper debt management which improves the credit worthiness of potential borrowers to support livelihoods, economic growth, sound financial systems, and poverty reduction. It also provides greater control of one’s financial future, more effective use of financial products and services, and reduced vulnerability to overzealous retailers or fraudulent schemes. Facing an educated lot, financial regulators are forced to improve the efficiency and quality of financial services. This is because financially literate investors create competitive pressures on financial institutions to offer more appropriately priced and transparent services, by comparing options, asking the right questions, and negotiating more effectively. Investors on their part are able to evaluate and compare financial products, such as bank accounts, saving products, credit and loan options, payment instruments, investments and insurance coverage, so as to make optimal decisions (Miller, Godfrey, Levesque and Stark, 2009).
Lack of business and management skills can magnify financial barriers for SMEs. Low levels of financial literacy can prevent SMEs from adequately assessing and understanding different financing options, and from navigating complex loan application procedures. Similarly, the fact that SMEs’ accounting and financial statements are often not transparent makes them risky borrowers and thus less attractive to lenders. Capacity building of SMEs in terms of preparing financial statements and business plans, as well as improving their financial literacy and management training, is shown to have positive impact on SME development. Furthermore, strengthening the horizontal linkages with other SMEs and vertical linkages with larger firms would improve SMEs’ market access. (Hogarth and  Hilgert, 2002).
1.2 Statement of the Problem
Quite a number of studies have been conducted in developed countries and have shown significant relationship between financial accounting literacy and the growth and survival of small and medium scale enterprise. However, there are a lot of diverse perceptions about financial accounting literacy and these are caused by several factors. A major concern is the ignorance of owners of SMEs on the importance of book keeping and the proper understanding of the entity concept, thereby causing their business to suffer, due to lack of information (financial in nature) to aid in forecast against future eventuality and expansion. This has necessitated this study to find out the impact of financial accounting literacy on the growth and survival of small and medium scale enterprise in Kwara state, Nigeria. This study will help small and medium scale owners and folks interested in going into similar venture to understand the impact of financial accounting literacy on the growth and survival of SMEs.
1.3 Research Questions
The following research questions will be pursued in the course of this work:
i. What is the impact of financial accounting literacy on the growth of small and medium scale enterprises?
ii. What is the impact of financial accounting literacy on the survival of small and medium scale enterprises?
1.4 Justification of the Study
Lusardi and Mitchell (2006) found that financial illiteracy is widespread and is particularly acute among specific groups of the population, such as women, the elderly, and those with low education. Agarwal, Driscoll, Gabaix and Laibson (2007) further show that financial mistakes are prevalent among the young and the elderly, who display the lowest level of financial knowledge and cognitive ability. Again a study by the OECD (2005) and the work by Lusardi and Mitchell (2007) which review the evidence on financial literacy across countries show that financial illiteracy is a common feature in European countries, Australia, and Japan. These findings were confirmed in the work of Christelis, Jappelli and Padula (2006), which used micro data from European countries to find that most respondents in Europe scored low on financial numeracy and literacy scales. 
This study will be very useful in that the previous studies carried out on financial literacy used Europe and other developed countries of the world as its case study, but this study will focus on Nigeria and most especially Kwara state to be specific as it will serve as a guide for SME owners in this part of the world to know the impact of financial accounting literacy on the growth and survival of their enterprise. This study will be very useful in that a lot of businesses in Kwara state today hit the rocks due to illiteracy on financial management matters.
1.5          Objectives of the Study
The main objective of this study will be to determine the importance of financial accounting literacy on the growth, development, survival, productivity and performance of SMEs in Kwara state.
The specific objectives are to:
i. determine the impact of financial accounting literacy on the growth of small and medium scale enterprises.
ii. determine the impact of financial accounting literacy on the survival of small and medium scale enterprises.
1.6 Hypotheses of the Study
The hypotheses to be tested in this study are;
H01: There is no significant relationship between financial accounting literacy and the growth of SMEs in Kwara state.
H02: There is no significant relationship between financial accounting literacy and the survival of   SMEs in Kwara state.
1.7 Scope of the Study
This study will focus on all SMEs in Kwara state. However, only three local government areas (Ilorin South, Ilorin North and Ilorin East local government areas) will be selected for this study using simple random sampling technique.
1.8 Plan of the Study
This study will contain five CHAPTERs. CHAPTER one will serve as the introduction which will include background to the study, the statement of the problem, objectives of the study and research questions. CHAPTER two will deal with the literature review which will contain the conceptual framework, theoretical background and empirical evidence. The third CHAPTER will focus on the report of research methodology, research design, method of data analysis, method of data collection, sampling technique and population of the study. Presentation, analysis and interpretation of data will be covered in CHAPTER four, while CHAPTER five which will be the last CHAPTER will contain summary, conclusion and recommendation.



CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1	Conceptual review
2.11	Concept of financial literacy 
Financial literacy is the education and understanding of various financial areas. This conceptfocuses on the ability to manage personal finance matters in an efficient manner, and it includes the knowledge of making appropriate decisions about personal finance such as investing, insurance, real estate, paying for college, budgeting, retirement and tax planning (Fatoki, 2014). Financial literacy also involves the proficiency of financial principles and concepts such as financial planning, compound interest, managing debt, profitable savings techniques and the time value of money. The lack of financial literacy or financial illiteracy may lead to making poor financial choices that can have negative consequences on the financial wellbeing of an individual. Consequently, the federal government created the Financial Literacy and Education Commission, which provides resources for people who want to learn more about financial literacy (Ageyi, 2014). 
One of the striking things about the literature is that financial literacy has been variably defined as a specific form of knowledge, the ability or skills to apply that knowledge, perceived knowledge, good financial behavior, and even financial experiences (Hung, Parker, & Yoong, 2009). Financial literacy as sufficient knowledge about facts on personal finances and is the key to personal financial management (Garman & Forgue, 2002). Their study likewise reviews the lack of knowledge in personal finance, intricate financial situations, in addition to a large range of choices for making decisions on financing, and time constraints on learning about personal finance which is a barrier to financial literacy. 
Many researchers have defined financial literacy in many studies in the area of personal finance; many fail to define the concept financial literacy properly because it does not capture the manager and the business people. Gitman (2003) outlined financing provision and indicates that financial service is the section that will include the delivery of financial products to individuals. Financing literacy is listed as one of the critical managerial competencies in SMEs firm and development (Spinelli, Timmons, & Adams, 2011). Most scholars agree that entrepreneurs, regardless of their age, are consistently engaged in decision-making activities concerning resource procurement, allocation and utilization. Such activities almost always have financial consequences and thus, in order to be effective, entrepreneurs must be financially literate (Oseifuah, 2010). There is the only reference made to the importance of managing money and the author only describes the management process of individual households, but there is no clear description of SME owners/manager financial literacy. 
However, there are definitions of financial literacy specifically addressed to managers and business people. A financially literate SME owner/manager was defined as someone that knows what are the most suitable financing decisions on the business performance at the various growth stages of the business; knows where to obtain the most suitable products and services; and interacts with confidence with the suppliers of these products and services (USAID, 2009). Likewise, Marriott and Mellett (1996) defined the manager’s ability to understand and analyze financial information and act accordingly. Lusardi and Tufano (2009) emphasized on managers’ ability and decision-making aspect of financial literacy. Likewise, they target on a particular form of financial literacy–debt literacy. Moore (2003) goes far as including practical experience, on the contention that it provides the basis for knowledge and other faces of financial literacy. In the present paper, financial literacy is conceptually of how firms manage and strategize financial knowledge, which significantly affect decision makers’ behaviors, awareness and attitudes, concerning sound decision making and eventually achieving organizational performance. 

2.1.2	Concept of small and medium scale enterprises performance 
The concept of performance in relation to SMEs, particularly, the definition of performance will be discussed. Performance may have two strategic outcomes that are often referred to in the literature as firm success or failure (Eniola & Entebang, 2015a). In the management field, firm performance can be interpreted as measures of good or indifferent management (Jennings & Beaver, 1997; Sefiani & Bown, 2013), but it may occur to other reasons such as luck. The effects of a firm’s performance depend on whether the firm has attained its goals or not (Davidsson, 2004). 
Firm performance is a focal phenomenon in business management. It has been proposed in the literature (Barney, 2002). The general performance of the organization depends on the correct management at the three levels of management (Eniola & Entebang, 2015a). Performance can be characterized as the firm’s ability to create acceptable outcomes and actions. However, performance seems to be conceptualized, rationalized and measured in different ways, thus making cross- comparison difficult. 
According to Eniola and Entebang (2015a), performance is commonly employed as an index of a firm’s health over a dedicated period. This puts performance as one of the key issues of SMEs. The capacity to institute change in management of perceiving market opportunities, adapting to the environment, and possessing certain managerial factors, product innovations, creativity, pro-activeness, technological change, networking, are all critical factors to bringing about strategic improvement in firm performance. Performance encompasses various meanings, including growth, survival, success and competitiveness. Performance can be characterized as the firm’s ability to create acceptable outcomes and actions (Eniola & Entebang, 2015a). 
Generally speaking, there is no consensus on the definition or nature of SMEs worldwide. Different countries, institutions and individuals have put forwards various descriptions of a small business based on some parameters. Obitayo (1991) argued that; the main criteria used throughout the world to describe small-scale enterprise include: number of employees, sales volume, financial strength, relative size, initial capital outlay, and independent ownership. Furthermore, Akinyande (2004) highlighted the definitions of small and medium scale industries by different institutions in Nigeria as follows: The Federal Ministry of Industry defines medium enterprise as the one having asset value of not more than N200million with not more than 300 workers, while it defines small-scale enterprise as the one having asset value of not more than N50million, with not more than 100 workers.  
Small and medium scale enterprises performance involves growth as a result of expanding the sales operations or assets and usually a major strategic objective of a business. SMEs performance is common to associate improvements in firm performance with increased profitability, higher efficiency and increased output (Teruel, 2008). Extant research addressing SMEs performance has relied on accounting-based financial indicators (Vuong, 2008; Van, 2010), market-based indicators as well as combinations of both (Waweru, 2009).  

2.1.3	Dimensions of financial literacy
I. Financial Knowledge  
Financial knowledge is defined as the understanding of key financial terms and concepts needed to function daily (Huston, 2017). It is defined by (Potrich, Kelmara and Wesley, 2016) as a particular kind of capital acquired in life through the ability to manage income, expenditure and savings in a safe way. Financial knowledge is wisdom acquired through learning the ability to manage income, expenditure and savings in a safe way (Lusardi and Mitchell, 2008). Financial knowledge is associated with a number of “best practice” financial behaviors, including possessing an adequate emergency fund, monitoring credit reports, avoiding checking account overdrafts, avoiding revolving debt, owning a dedicated retirement account, and having insurance protection (Robb, 2014). The Organization of Economic Co-operation and Development (OECD), added that financial knowledge is an important determinant of whether the individual is financially literate, involving questions related to concepts such as simple and compound interest, risk and return and inflation (OECD INFE, 2011).
II. Financial Behaviour 
Financial behavior as defined by Zeynep(2015)is the capability to capture of understanding overall impacts of financial decisions on one’s circumstances and to make the right decisions related to the cash management, precautions and opportunities for budget planning. Research has shown that financial literacy consistently predicts measures of financial behavior of individuals (Hung, Parker andYoong, 2009). Sucuahi (2013) highlighted that a good financial behavior involves the ability to make financial decisions that increase wealth and prevent uncertainties of businesses and individuals. These activities generate more financial assets, prevent overindebtedness, finance retirement, and insure against major life contingencies.  
III. Financial Attitude  
Financial attitude can be defined as the application of financial principles to create and maintain value through decision making and proper resource management (Latif, Razak, and Lumpur, 2011). Financial attitude is one of the factors that have significant impact on financial management practice. It is defined by Eagly and Chaiken(1993) as psychological tendency that is expressed by valuating a particular entity with some degree of favor or disfavor”. That is, it a psychological predisposition when it comes to agreeing or disagreeing with certain financial management practices. Latif et al.(2011) defined financial attitude as the creation of value in decision making and resource management through application of financial principles. Financial attitude is improved through procurement of adequate information (Abiodun, 2016).  

2.1.4	Financial Literacy and its Influence on SME Firm Performance 
Positive relationships between financial literacy and performance have been noted by a number of researchers (Hilgert et al., 2003; Huston, 2010; Kidwell & Turrisi, 2004; Lusardi, Mitchell, & Curto, 2010; Piprek & Coetzee, 2004). Financial resources are essential resources for obtaining both tangible and intangible resources and arranging other resources (Alsos, Isaksen, & Ljunggren, 2006; Brinckmann, Salomo, & Gemuenden, 2011). The concept of financial literacy as comprising three dimensions in knowledge (Lusardi & Bassa Scheresberg, 2013); attitude (Sabri & MacDonald, 2010); and awareness (Rahmandoust, shah, Norouzi, Hakimpoor, & Khani, 2011). Knowledge is about understanding how business performance and business condition are measured using the mental model to facilitate, support, or enrich decision-making (Lusardi & Michell, 2007; Moore, 2003).  
Lusardi and Michell (2006) suggested that financial literacy is needed to create a measure of financial competence, i.e., to stay knowledgeable about financial matters. These literate people are more participating in financial markets because they know financial matters. Lusardi and Bassa Scheresberg (2013) examined the impact of financial literacy and high cost of the borrowers. The result indicated that there is a relationship between financial literacy and low-cost borrowers. Most high-cost borrowers display very low levels of financial literacy, lack knowledge of basic financial concepts, which affect their performance level in a business. Tamimi and Kalli (2009) examined the impact of financial literacy on financial knowledge. Their results showed that the field of individual activities affects the financial literacy level and people that invest in financial awareness have a higher level of financial literacy. The review also showed that male gender possesses higher financial literacy and income, age and education level are followed by a higher level of financial literacy. 
Braunstein and Welch (2002) pointed out that obtaining additional information can lead to improved financial attitude. Morgan, Kaleka, and Katsikeas (2004) concentrated on the importance of linkages among obtainable resources and capabilities, competitive strategy decisions, competitive advantage and performance outcomes. These factors are conceptualized in terms of experiential, financial, scale & physical resources; product development, networking and knowledge potential; cost-based advantage; the lowest cost of operation, marketing, product differentiation; product-based, economically, distributor & end-user. Kidwell and Turrisi (2004) indicated that firms with better financial knowledge keep detailed firm financial records and have a more competitive advantage in accessing external funding than their counterparts who keep not. While, Hilgert et al. 
(2003) insisted that a strong link between financial knowledge and financial behavior subsists. 
Financial knowledge would affect in increase firm total sources of financing (Marcolin & Abraham, 2006). Moore (2003) elucidated that literacy or knowledge is gained via practical experience and active integration of knowledge. In other words, people will become more sophisticated in terms of finance when they are more literate. Likewise, another researcher, emphasized that an individual or organization who had financial literacy, knowledge and ability to put to use this knowledge, may not show the assume behavior or enhance his or her financial well-being as a result of other influences such as cognitive and behavior that is biased, self-control problems, family, peers, economic and institutional conditions that may affect the financial habits and financial well-being (Huston, 2010). However, researchers agreed that there is no established instrument applied to measure financial literacy and that financial literacy cannot be measured directly. 
Awareness comes under the sector of the managerial, where it is the duty of the manager to look after organization for the well-being of the business. The ability to read, analyzes, manage and discuss various financial conditions that eventually lead to individuals’ economic well-being (Lusardi & Tufano, 2009; Rahmandoust et al., 2011; Vitt & Ward, 2000). Deakins, Logan, and Steele (2001) found that owners-managers have different approaches concerning business planning. Fundamentally planning was indispensable to those firms under growing growth and periods of rapid changes. However (Lusardi & Tufano, 2009); Mandell (2007), emphasized on ability and decision-making aspect of financial literacy. Berman and Knight (2008) definitely stated that financial literacy needs to become part of every business culture. Audet and St-Jean (2007) discovered that the SME owner/managers, who perceived more and aware about the external service providers, make use of those services more than SME owner/managers who did not hold any information about these services. 
While attitude is related to risk-taking, it is the firm consciously committing resources to projects with a chance of higher returns but may also entail a possibility of high failure (Lumpkin & Dess, 1996). Nevertheless, risk-taking is also usually linked with entrepreneurial behavior and that mainly successful entrepreneurs are risk-takers (Kuratko & Hodgetts, 2001). Lusardi and Tufano (2009) likewise concentrated on a particular pattern of financial literacy–debt literacy. Moore (2003) goes far as incorporating handy experience in the argument that it provides the basis of knowledge and different perspectives financial related proficiency. Cude (2010) examined effective factors of people's financial literacy. He observed that more work experience, higher levels of education, risk appetite, parental occupation, higher age, family income, and training attending classes will boost financial literacy. Bond and Meghir (1994) opined that credit terms also determined the extent to which SMEs access finance. They noted that when credit terms are favorable the SMEs managers’ attitudes to accessing that credit tends to be positive and they are encouraged to borrow and, therefore, expansion of the capital base leading to increasing business activity. In this study, it is signified that the most successful people in their line of work and personal lives are highly financially literate. Their financial concerns were well lower and they had long-term savings and investments and triggered a better future with more long-term vision. Financial literacy is reported having a negative relationship to financial constraints (Sabri & MacDonald, 2010). 
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Figure 2.1  Framework          Source: Prepared by the author 

2.1.5	Measures of small and medium scale enterprises performance 
The measures of small and medium scale enterprises performance used in this study are profitability and sales growth. 
Profitability 
Profitability is the ability for an organization to make profit from its activities. Agha (2014) defines profitability as the ability of a company to earn profit. Profit is determined by deducting expenses from the revenue incurred in generating that revenue. Profitability is therefore measured by incomes and expenses. Income is the revenues generated from activities of a business enterprise. The higher the profit figure the better it seen as the business is earning more money on capital invested. Profit margins are computed by dividing profits by total operating revenue and thus express profits as a percentage of total operating revenue while return on assets is the ratio of income to average total assets, both before tax and after tax, and measures managerial performance.  
Sales Growth  
Sales growth refers to the amount a company derives from sales compared to a previous corresponding period of time in which the later sales exceed the former. It is usually given as a percentage. Sales growth is considered positive for a company‘s survival and profitability. It is an important measure of performance. Sales growth targets play a major role in the perceptions of business managers. Kaplan and Norton (1996) argue that firms must use a wide variety of goals, including sales growth, to effectively reach their financial objectives. Factors that influence sales growth range from promotion to internal motivation and retaining of talented employees to the implicit opportunities for investments in new technologies and equipment in the production process.  

2.1.6	Relationship between financial literacy and SMEs performance 
i. Financial Knowledge and SMEs performance 
Financial knowledge is a very critical aspect of any decision making regardless of the subject matter, as it is argued to result in a more effective decision (Robb, 2014). It impacts key outcomes including borrowing, savings, investment and even future plans in terms of retirement income (Lusardi and Mitchell, 2014). In 2006, Lusardi and Michell proposed that financial literacy is needed to create a measure of financial competence in terms of participation in financial market and ability to manage financial matters. A few researchers have attempted to show the relationship between financial knowledge and growth in terms of profitability and size of businesses.  
Lusardi and Mitchell (2014) have conducted various surveys on financial literacy and have come up with set of questions that are commonly used to measure financial knowledge. They performed an examination on the impacts of financial literacy on economic decision making in the United States and elsewhere.  
ii. Financial behaviour and SMEs performance 
The profitability of micro and small enterprises highly depends on the financial decisions that are made by the owners ranging from financing to working capital management and saving decisions. Given that Micro and small enterprises have significant impact on economic activity of most countries, a low financial skill or poor financial behavior might have an adverse effect in the future of the business (Sucuahi, 2013). Good financial behavior leads to competitiveness in a globalized economy and financial illiteracy would lead to shut down of the business. It has been argued that a good financial foundation of the business owners is a significant barometer of the success and growth of the enterprises in the competitive environment (Lusardi and Mitchell, 2007).  
 
2.1.6	Financial attitude and SMEs performance 
Financial attitude such as the risk averseness, time orientation, social environmental factors and training may add value to the profitability of a business. The willingness to learn more on how to manage finances is also of benefit to business owners because it will allow for the application of learnt financial concepts into practice. Financial attitude of business owners is improved through procurement of adequate information (Abiodun, 2016). Research has shown that financial literacy can be boosted through the attainment of the right financial attitude in terms of risk appetite, training and time orientation to mention a few.  

2.2	Theoretical Framework 
This study is anchored on the dual-process theory which is considered most relevant to the work.  
 
2.2.1	Dual –Process Theory 
The dual-process theory was propounded by Lusardi and Mitchell (2011). This theory posits that financial decisions can be driven by both intuitive and cognitive processes which mean that financial literacy may not always yield optimal financial decisions. The Dual Process Financial literacy theory argues that the behavior of people with a high level of financial literacy might depend on the prevalence of the two thinking styles: intuition (system 1) and cognition (system 2)(Lusardi and Mitchell, 2011; Glaser and Walther, 2013). Intuition is the ability to acquire knowledge without inference or the use of reason. Intuition provides views, understandings, judgments, or beliefs that cannot be empirically verified or rationally justified. Taylor (1981) as cited by Chan and Park (2013) asserts that individuals who rely on intuition prefer to use mental short cuts as they make decisions which tend to be largely influenced by their emotions. Glaser and Walther (2013) point out that the positive effect of financial literacy on reasonable investment decisions is diminished by a high prevalence of intuition. Therefore, increased use of intuition results to sub optimal investment decisions. 
Cognition on the other hand is the process by which the sensory input is transformed, reduced, elaborated, stored, recovered and used. Cognition is the mental processing that includes the comprehending, calculating, reasoning, problem solving and decision making (Chan and Park 2013). High cognition individuals enjoy thinking, are analytical and are better at retaining information and more likely to search out new information. 

2.2.2	Relevance of the theory to the work 
The dual process theory is considered relevant to this study because it shows that individuals who are high on cognition will seek out for information and are more likely to be influenced by a relevant message. This means that their decision making skills can be boosted by financial literacy training using simple easy to understand methodologies. Moreover, use of intuition may be reduced by provision of relevant information to support decision-making through financial education since individuals tend to rely on intuition where relevant information is lacking. However optimal results may not be achieved where individuals trust their intuitions in decision making. 

2.3	Review of Related Empirical Studies  
Chepkemoi (2007) examined the effects of financial literacy training on business profitability of SMEs in Coastal region Kenya using Kwale Country as a case study. The study used a sample of 74 SMEs drawn from the 3 sub-countries of Kwale which included Kinang, Matuga and Msanbweni. The research design used was descriptive survey methods which involve the use of questionnaires and interviews. The population of the study included SMEs who benefited from the training offered by World Bank through the Kenya Coastal Development Project in kwale country. Simple random sampling method was used to determine the sample size. The finding of the study established that financial literacy training positively influenced the performance of SMEs and profitability. The study concluded that financial literacy affected profitability or SMEs and it recommended that financial institutions should provide training to the SMEs to build their capacity on the available financial products and how to access them. The study used both questionnaire and interview as data collection instrument however this present study used questionnaire only to collect data from the respondents.  
Njoroge (2013) assessed the relationship between financial literacy and entrepreneurial success in Nairobi County Kenya. The objective of the objective of the study was to find out whether there is a relationship between entrepreneurial success and SMEs success by interviewing a sample of seventy-nine entrepreneurs who are registered and operates in Nairobi County. The samples were randomly picked from a population of 27,485 SMEs where questions in both financial literacy and SMEs success were asked. The data collected was then analyzed to establish relationship between financial literacy and SMEs success. The findings of the study indicated that, all the SMEs interviewed were found to have some level of financial literacy and on average most entrepreneurs scored well above average in financial literacy. Highly successful entrepreneurs scored highly in financial literacy and demonstrated high understanding of finance. In contrast, less successful entrepreneurs exhibited stagnant growth, and low level of financial literacy majority of who were found to be in informal sector. The study concluded that there was a positive relationship between financial literacy and entrepreneurial success in Nairobi County. It also concluded that financial literacy plays a key role in SMEs success both in formal and informal sectors. The study recommended that business owners and entrepreneurs need to be literate in order to succeed in their businesses. The measures of financial literacy used in the study are replicated in this present study. The study unlike this study used interviews which creates the gap for this present study. 
Cherugong (2013) examined the effect of financial literacy on performance of small and medium enterprises in Trans Nzoia County, Kenya. The study was carried out to examine the aspect of the present day financial literacy of small and medium scale enterprises in Trans Nzoia County on business performance. More specifically, the study addressed the effect of financial literacy on performance of small and medium enterprises in Trans Nzoia County. The researcher used a descriptive research design. A sample of 85 SMEs was selected using stratified random sampling technique. The study population was stratified as hardware businessmen, clothes dealers, general retail traders and others. The study employed questionnaires to collect data from the field. Data collected were analyzed with the aid of Statistical Package for Social Sciences (SPSS 20). Data was then tabulated and presented using descriptive statistics. The results of the study indicate that more performing SMEs employ more than three permanent employees, have been in business for more than five years, has an annual revenue growth of more than 10% and are basically financial literate. Secondly the researcher established that there was a positive strong effect of financial literacy on SMEs performance. The study recommended the providers of various financial literacy programs to consider implementing a program which fits the culture and traditions of the context targeted and avoid one size fits all because different SMEs have different experiences.  
Tuyisenge, Mugambi and Kemirembe(2015) investigated the role of financial literacy on loan repayment among small and medium entrepreneurs in Rwanda using Urwego Opportunity Bank as the case study. The research focused on 109 small and medium entrepreneurs in Urwego Opportunity Bank. A descriptive survey design was adopted in the study and questionnaire was sued as the instrument of data collection. Regression analysis was used for test of hypotheses and findings of the study revealed that the quality of financial information available for financing institutions is rather poor. It also indicated that credits decisions become difficult and collateral requirements as well as interest rates are high, substantially aggravating access to credit and controlling the loan Book was equally difficult. It concluded that the combinations of smaller enterprises without access to cash to grow their business and banks, which are increasingly reluctant to lend to smaller clients, hamper much needed economic and social development. 


CHAPTER THREE
RESEARCH METHODOLOGY
3.1	AREA OF STUDY
Kwara is a state in Western Nigeria. Its capital is Ilorin. Kwara is located within the North Central geopolitical zone. The primary ethnic group is Yoruba, with significant Nupe, Bariba, and Fulani minorities.
Kwara State was created on 27 May 1967, when the Federal Military Government of General Yakubu Gowon broke the four regions that then constituted the Federation of Nigeria into 12 states. At its creation, the state was made up of the former Ilorin and Kabba provinces of the then Northern Region and was initially named the West Central State but later changed to "Kwara", a local name for the River Niger, in the Nupe language.
As of 2006, the population of Kwarans was 2.37 million based on the Nigeria 2006 Census. This population size constitutes about 1.69% of the Nation's total population having relied upon immigration for population growth and socioeconomic development. Residents of the state are sometimes referred to as Kwarans.
3.2	RESEARCH DESIGN
Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled.
3.3	POPULATION OF THE STUDY
According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 
This study was carried out to examine the importance of financial accounting literacy on the growth, development, survival, productivity and performance of SMES in Kwara state. SMEs from three (3) selected local government in Kwara State  form the population of the study.
The selected local government areas for this study are:
· Ilorin South Local Government Area
· Ilorin North Local Government Area
· Ilorin East Local Government Area
3.4	SAMPLE SIZE DETERMINATION
A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the simple random sampling (srs.) method to determine the sample size. 
3.5	SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE
According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population
A total sample size of 100 SMEs in from the 3 selected LGAs was selected as the sample size using the convenient sampling method. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6	SOURCES OF DATA COLLECTION
The research instrument used in this study is the questionnaire. A 10 minutes survey containing 19 questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions.
3.7	METHOD OF DATA ANALYSIS
The responses were analysed using the frequency tables, which provided answers to the research questions. The hypothesis test was conducted using the Chi-Square statistical tool, SPSS v.23.
3.8	VALIDITY AND RELIABILITY OF THE STUDY
The reliability and validity of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.9	ETHICAL CONBSIDERATION
The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.


CHAPTER FOUR
DATA ANALYSIS AND INTERPRETATION
4.3 INTRODUCTION 
This chapter deals with the presentation and analysis of the result obtained from questionnaires. The data gathered were presented according to the order in which they were arranged in the research questions, sample percentage and pie charts were used to analyze the demographic information of the respondents while the chi square test was adopted to test the research hypothesis.
4.4 DATA ANALYSIS
Bio- data of respondents

	Table 1 gender of respondents

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	male
	65
	65.0
	65.0
	65.0

	
	female
	35
	35.0
	35.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2021.

Table1 above shows the gender distribution of the respondents used for this study. 
Out of the total number of 100 respondents, 65respondents which represent 65.0percent of the population are male.
35 which represent 35.0 percent of the population are female.
	Table 2 age range of respondents

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	20-30years
	15
	15.0
	15.0
	15.0

	
	31-40years
	10
	10.0
	10.0
	25.0

	
	41-50years
	25
	25.0
	25.0
	50.0

	
	51-60years
	20
	20.0
	20.0
	70.0

	
	above 60years
	30
	30.0
	30.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2021.

Table 2 above shows the age grade of the respondents used for this study. 

Out of the total number of 100 respondents, 15 respondents which represent 15.0percent of the population are between 20-30years.
10respondents which represent 10.0percent of the population are between 31-40years.
25respondents which represent 25.0percent of the population are between 41-50years
20respondents which represent 20.0percent of the population are between 51-60years.
30respondents which represent 30.0percent of the population are above 60years.
	Table 3 educational background of respondents

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	FSLC
	20
	20.0
	20.0
	20.0

	
	WASSCE/GCE/NECO
	25
	25.0
	25.0
	45.0

	
	OND/HND/BSC
	35
	35.0
	35.0
	80.0

	
	MSC/PGD/PHD
	15
	15.0
	15.0
	95.0

	
	OTHERS
	5
	5.0
	5.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2021.

Table 3 above shows the educational background of the respondents used for this study. 
Out of the total number of 100 respondents, 20 respondents which represent 20.0percent of the population are FSLC holders.
25 which represent 25.0percent of the population are SSCE/GCE/WASSCE holders.
35 which represent 35.0percent of the population are OND/HND/BSC holders.
15 which represent 15.0percent of the population are MSC/PGD/PHD holders.
5 which represent 5.0percent of the population had other type of educational qualifications.

Tables based on research questions
	Table 4 Small scale business keeps the records in order to access the profitability of their transactions.

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	30
	30.0
	30.0
	30.0

	
	Agree
	42
	42.0
	42.0
	72.0

	
	undecided
	10
	10.0
	10.0
	82.0

	
	Disagree
	10
	10.0
	10.0
	92.0

	
	strongly disagree
	8
	8.0
	8.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2021

Table 4 shows the responses of respondents if small scale business keeps the records in order to access the profitability of their transactions.
30 respondents representing 30.0percent strongly agreed that small scale business keeps the records in order to access the profitability of their transactions.
42 respondents representing 42.0percent agreed that small scale business keeps the records in order to access the profitability of their transactions.
10 respondents representing 10.0 percent were undecided.
10 respondents representing 10.0percent disagreed that small scale business keeps the records in order to access the profitability of their transactions.
8 respondents representing 8.0percent strongly disagreed that small scale business keeps the records in order to access the profitability of their transactions.
	Table 5 Some Small Scale Business owners are skilled in accounting system.

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	10
	10.0
	10.0
	10.0

	
	Agree
	15
	15.0
	15.0
	25.0

	
	Undecided
	5
	5.0
	5.0
	30.0

	
	Disagree
	40
	40.0
	40.0
	70.0

	
	strongly disagree
	30
	30.0
	30.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2016.

Table 5 show the responses of respondents if some Small Scale Business owners are skilled in accounting system.
10 of the respondents representing 10.0percent strongly agree that some Small Scale Business owners are skilled in accounting system.
15 of the respondents representing 15.0percent agree that some Small Scale Business owners are skilled in accounting system.
5 of them representing 5.0percent were undecided.
40 of the respondents representing 40.0percent disagree that some Small Scale Business owners are skilled in accounting system.
30 of the respondents representing 30.0percent strongly disagree that some Small Scale Business owners are skilled in accounting system.

	Table 6 Small scale business should engage accountants to keep records of their financial transactions.

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	60
	60.0
	60.0
	60.0

	
	Agree
	25
	25.0
	25.0
	85.0

	
	Undecided
	10
	10.0
	10.0
	95.0

	
	Disagree
	5
	5.0
	5.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2016.

Table 6 show the responses of respondents if small scale business should engage accountants to keep records of their financial transactions.

60 of the respondents representing 60.0percent strongly agree that small scale business should engage accountants to keep records of their financial transactions.
25 of the respondents representing 25.0percent agree that small scale business should engage accountants to keep records of their financial transactions.
10 of them representing 10.0percent were undecided.
5 of the respondents representing 5.0percent disagree that small scale business should engage accountants to keep records of their financial transactions.

	Table 7 Accounting records have contributed immensely to the growth of small scale business.

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	25
	25.0
	25.0
	25.0

	
	Agree
	32
	32.0
	32.0
	57.0

	
	undecided
	13
	13.0
	13.0
	70.0

	
	disagree
	15
	15.0
	15.0
	85.0

	
	strongly disagree
	15
	15.0
	15.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2016.

Table 7 shows the responses of respondents if accounting records have contributed immensely to the growth of small scale business.
25 of the respondents representing 25.0percent strongly agree that accounting records have contributed immensely to the growth of small scale business.
32 of the respondents representing 32.0percent agree that accounting records have contributed immensely to the growth of small scale business.
13 of the respondents representing 13.0percent were undecided.
15 of the respondents representing 15.0percent disagree that accounting records have contributed immensely to the growth of small scale business.
15 of the respondents representing 15.0percent strongly disagree that accounting records have contributed immensely to the growth of small scale business.

	Table 8 There is a relationship between accounting records keeping and performance of small scale business.

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	65
	65.0
	65.0
	65.0

	
	Agree
	30
	30.0
	30.0
	95.0

	
	disagree
	3
	3.0
	3.0
	98.0

	
	strongly disagree
	2
	2.0
	2.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2016.

Table 8 show the responses of respondents if there is a relationship between accounting records keeping and performance of small scale business.
65 of the respondents representing 65.0percent strongly agree that there is a relationship between accounting records keeping and performance of small scale business.

30 of the respondents representing 30.0percent agree that there is a relationship between accounting records keeping and performance of small scale business.
3 respondents representing 3.0percent were undecided.
3 of the respondents representing 3.0percent disagree that there is a relationship between accounting records keeping and performance of small scale business.

2 of the respondents representing 2.0percent strongly disagree that there is a relationship between accounting records keeping and performance of small scale business.


	Table 9 Keeping adequate record is crucial for the successful performance of a business.

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	30
	30.0
	30.0
	30.0

	
	agree
	42
	42.0
	42.0
	72.0

	
	undecided
	10
	10.0
	10.0
	82.0

	
	disagree
	10
	10.0
	10.0
	92.0

	
	strongly disagree
	8
	8.0
	8.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2016.

Table 9 shows the responses of respondents if keeping adequate record is crucial for the successful performance of a business.
30 respondents representing 30.0percent strongly agreed that keeping adequate record is crucial for the successful performance of a business.
42 respondents representing 42.0percent agreed that keeping adequate record is crucial for the successful performance of a business.
10 respondents representing 10.0 percent were undecided.
10 respondents representing 10.0percent disagreed that keeping adequate record is crucial for the successful performance of a business.
8 respondents representing 8.0percent strongly disagreed that keeping adequate record is crucial for the successful performance of a business.
	Table 10 If proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	strongly agree
	10
	10.0
	10.0
	10.0

	
	Agree
	15
	15.0
	15.0
	25.0

	
	Undecided
	5
	5.0
	5.0
	30.0

	
	Disagree
	40
	40.0
	40.0
	70.0

	
	strongly disagree
	30
	30.0
	30.0
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: field survey, February, 2016.

Table 10 show the responses of respondents to if proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.
10 of the respondents representing 10.0percent strongly agree that if proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.
15 of the respondents representing 15.0percent agree that if proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.
5 of them representing 5.0percent were undecided.
40 of the respondents representing 40.0percent disagree that if proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.
30 of the respondents representing 30.0percent strongly disagree that if proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.

4.3	Research Hypothesis 
Hypothesis to be tested
H01: There is no significant relationship between financial accounting literacy and the growth of SMEs in Kwara state.
H02: There is no significant relationship between financial accounting literacy and the survival of   SMEs in Kwara state.

Level of significance: 0.05


	Decision rule: reject the null hypothesis H0 if the p value is less than the level of significance. Accept the null hypothesis if otherwise.
Hypothesis One
Table 11 Test Statistics

	
	There is no significant relationship between financial accounting literacy and the growth of SMEs in Kwara state.

	Chi-Square
	105.520a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 25.0.



Conclusions based on decision rule:
Since the p-value= 0.000 is less than the level of significance (0.05), we reject the null hypothesis and conclude that there is a significant relationship between financial accounting literacy and the growth of SMEs in Kwara state.

	Decision rule: reject the null hypothesis H0 if the p value is less than the level of significance. Accept the null hypothesis if otherwise.
Hypothesis Two
Table 11 Test Statistics

	
	There is no significant relationship between financial accounting literacy and the survival of   SMEs in Kwara state.

	Chi-Square
	100.506a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 25.0.



Conclusions based on decision rule:
Since the p-value= 0.000 is less than the level of significance (0.05), we reject the null hypothesis and conclude that there is a significant relationship between financial accounting literacy and the survival of   SMEs in Kwara state.





CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION

5.1	Summary of Findings 
In this study, our focus was to examine the importance of financial accounting literacy on the growth, development, survival, productivity and performance of SMES in Kwara state using selected SMEs from three (3) selected local government in Kwara State  as the case study.  The study specifically was aimed at determining the impact of financial accounting literacy on the growth of small and medium scale enterprises; and determine the impact of financial accounting literacy on the survival of small and medium scale enterprises.
The study adopted the survey research design and randomly enrolled participants in the study. A total of 100 responses were validated from the enrolled participants where all respondent are SMEs Owners from the 3 selected LGAs in Kwara State..
The findings revealed that: 
· There is a significant relationship between financial accounting literacy and the growth of SMEs in Kwara state. 
· There is a significant relationship between financial accounting literacy and the survival of   SMEs in Kwara state.
· Small scale business kept proper accounting records of their activities hence the owners employed public accountants to prepare their accounts. 
· Accounting records keeping contributes significantly to the performance of small scale business. 
· It revealed that if proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.
5.2	Conclusion and recommendations 
This study has attempted to assess the impact of financial accounting literacy on the performance of small and medium scale business. This study reviewed various forms including journal papers, articles and other relevant materials. Based on this, the study discovered that the need for an effective accounting system in promoting good performance in small scale enterprises in Nigeria has been studied in this research work. The problems militating against the operation of such system despite its apparent values were also examined. It was observed that although small scale enterprises may not be able to adopt elaborate systems of accounting, A number of small scale business kept no records pertaining to their financial operations, finance, etc while some employed professional accountants to keep proper accounting records of their business. The accounting records keeping contribute to the performance of small scale business hence small scale business not actually kept proper accounting records of their activities; they could be encouraged by customized adaptive systems.
Based on this, the researchers made the following recommendations; The training of accountants by these institution and the various professional institutes should focus more on practical means of solving accounts reporting needs of small and medium scale enterprises; and that government should provide adequate financial assistance, this is because if there is adequate financial support, more unemployed Nigerians will engage in small scale enterprises thereby gain their means of living easily than looking for unavailable while collar job. Also, SMEs should endeavour to acquire good financial literacy in order to know how to manage their business finances and have good record keeping for sustainability and accountability. 
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APPENDIX
QUESTIONNAIRE ADMINISTRATION
INSTRUCTION: Please endeavor to complete the questionnaire by ticking the correct answer (s) from the options or supply the information where necessary.
1. Gender
a. Male
b. Female
2. Age range
a. 20-30yrs
b. 31-40yrs
c. 41-50yrs
d. 51-60yrs
e. Above 60yrs
3. Educational qualification
a. PSLC
b. WASSCE/GCE/NECO
c. OND/HND/BSC
d. MSC/PGD/PHD
e. OTHERS
SECTION B
Questions on role of financial accounting literacy on small and medium scale business in Nigeria
Small scale business keeps the records in order to access the profitability of their transactions.
a. Strongly agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed
4. Some Small Scale Business owners are skilled in accounting system.
a. Strongly agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed 
5.  Small scale business should engage accountants to keep records of their financial transactions.
a. Strongly agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed
6.  Accounting records have contributed immensely to the growth of small scale business.
a. Strongly agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed
7. There is a relationship between accounting records keeping and performance of small scale business.
a. Strongly agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed
8. Keeping adequate record is crucial for the successful performance of a business.
a. Strongly agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed
9. If proper records are kept, they will facilitate efficient, proper timely decision making and enhance performance in small business.
a. agreed
b. Agreed
c. Undecided
d. Disagreed
e. Strongly disagreed
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