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Abstract

The objective of this study is to examine the impact of financial literacy on entrepreneurial
growth in Southern Nigeria. To achieve this, a qualitative research approach was employed.
Twelve respondents were interview, and primary data were generated for this study via
semi-structured interview. The information were transcribed by listening to the recordings
of the interviews, and were analysed using qualitative data analysis method by comparing
the findings of this study with that of other empirical studies. Amongst others, it was found
that educated entrepreneurs have a high level of financial literacy, entrepreneurs with high
financial literacy are able to use banking services and bookkeeping to the benefit of their
businesses, entrepreneur’s knowledge of banking services enhances the growth of the
business since he will be able to access credit products from the banks to expand his
business, entrepreneur’s bookkeeping knowledge helps him to monitor the growth of his
business, and most businesses whose entrepreneur lacks bank services and bookkeeping
literacy do not do well. Therefore, it was recommended that financial institutions should
make the keeping of accounting books mandatory for any entrepreneur or business that

wants to benefit of their credit facilities.

Keywords: financial literacy, entrepreneurial growth, banking services, bookkeeping.



CHAPTER ONE

1.1 Introduction

Individuals today have become more and more conscious of where their income and money
go. The rising standard of living, quality of education, and demand for better healthcare are
among the many factors that each individual devote their money for. In relation to this,
individuals have also experienced a change in the labor market where skills and experiences
have become more critical, leading to wage distinction among classes which equates to the
level of education and lifelong skills that they possess. Simultaneously, financial markets
have evolved in a way that it adapts to the improvements in the technology and sciences
bringing more complex market products and more expensive properties. The exponential
growth in the financial technology is also revolutionizing in a way that people make
payments, invest their savings, and seek financial advice. In this context, it is important to
possess basic financial skills and knowledge in order to efficiently compete in the market
and make wise decisions to ensure a better productivity.

However, in some areas, financial literacy is of little importance since money is a basic
commodity that has to be earned every day in a hard way. In Nigeria, the studies have shown
that they are left behind by some other African countries in terms of using mobile financial
guides and mobile applications. In many countries, financial inclusion is considered as the
bedrock for economic development and financial system stability. Having a great number
of financial literate individuals equates to having an effective market strategy employed by
the country and a high level of education and literacy.

In Nigeria, it seems that structural issues as well as the capacity to exercise one’s technical
competence form part of the varied challenges facing entrepreneurial growth, of which the
entirety of these issues center on finance. Similarly, low levels of financial literacy have
been disclosed as one of the key determinants to the success of small scale business in
Nigeria (Odetayo et al., 2020, p. 1). While financial literacy and poor financial management
skills were identified as factors limiting entrepreneurship growth among youths in South
Africa. Financial Literacy is viewed as a critical element for encouraging financial inclusion,

consumer protection and ultimately, financial solidness and capability especially among



youths. Over time, it seems that government regulators concentrated on formulating several
policies to encourage financial enlightenment among Nigerian citizens; and since this recent
introduction of mandatory monetary policies in Nigeria aimed at boosting financial
inclusion, it has become imperative to study how financial literacy and inclusion boost
entrepreneurial growth considering firm size and location in Nigeria. Financial Inclusion
and Literacy are seemingly inseparable units that help comprehend the requirements and
advantages of the items and administrations offered by the formal financial institutions.
However, more emphasis seems to be on financial inclusion, while financial literacy
receives little attention (Iriobe et al., 2017, p. 64). Financial literacy is an entrepreneur’s
understanding of financial concepts and products, including his readiness to embrace
financial risks and boldly exploit business opportunities, taking informed decisions,
knowing where to source for funds and taking necessary actions for the wellbeing of the
business (Atkinson & Messy, 2012, p. 6; Remund, 2010, p. 279; Siekei et al, 2013, p. 253).
Bartlett & Chandler (1997, p. 246) defined financial literacy as being able to get,
comprehend and appraise the essential information paramount for making financial
decisions and knowing the consequences of such decisions. Nadler (2011) posits financial
literacy as being able to (i) study and digest the contents in a cash flow statement, balance
sheet, and income statement, (ii) get clarification when inaccuracy and confusions are
discovered in financial statements, (iii) employ the information in enhancing decision-
making, and (iv) comprehend the boundaries of financial information. Financial literacy is
the knowledge for rightly appropriating financial decisions to different areas of businesses.
Also, it entails good understanding of financial concepts like assets, liabilities, interest rates,
money’s time value, profits and its appropriation, credit facilities etc. Furthermore, financial
literacy is the ability to make informed judgments and to take actual decisions concerning
the use and management of money (Worthington, 2005, p. 2). Implied in this definition is
the aspect of people being informed and becoming confident decision makers in all aspects
of their budgeting, spending and saving. A healthy financial behavior is confirmed by the
good activity of financial forecasting, managing, and monitoring (Muizzuddin et al, 2017,
p. 183). The wisdom in managing finances is subject to a person’s ability and understanding
of financial literacy concepts. In other words, financial literacy reveals the level of a person’s

knowledge of financial concepts which affects their understanding of financial data



(Bahovec et al, 2015, p. 362).

According to Eniola & Entebang (2016, p. 33&34), financial literacy lead to a number of
positive impact to business such as: (1) equip individuals with financial knowledge
necessary to create household budgets, initiate savings plans, and make strategic investment
decisions;

(2) facilitate the decision making processes such as payment of bills on time, proper debt
management which can improve the credit worthiness of potential borrowers to support
business performance; (3) enables investors to evaluate and compare financial products,
such as bank accounts, saving products, credit and loan options, payment instruments,
investments, insurance coverage, so as to make optimal decisions and (4) ultimately achieve
individual financial wellbeing. Thus, financial literacy provides an individual with the
ability to recognize commercial opportunities, knowledge, self-esteem and skills, hence
improving his business growth (ACCA, 2014, p. 4). Generally, serious focus has been placed
on financial literacy and it is seen as a vital key to unlocking entrepreneurial growth and
individual financial success, thus, many nations across the world are advocating financial
literacy as an instrument for alleviating or eradicating poverty (United Nations, 2000, p. 4).
Financial literate entrepreneurs have an edge over those that are not, they are able to
minimize management errors because of the tendency to come up with informed financial
decisions. It helps entrepreneurs draw up budgets, business plans, to choose between
financial products, and also to enable him to make strategic investment decisions
(Greenspan, 2002, p. 38). Nunoo & Andoh (2012, p. 2) examined how financial literacy
influences SMEs in Ghana and found that financial literacy is crucial in stimulating the SME
sectors, and further stated that financial literate SMEs entrepreneurs will be able to manage
their businesses successfully. The results of the study proved that financial literacy has a
positive effect on SMEs performance. Similarly, bad book-keeping and unsound financial
management has majorly accounted for financial literacy’s low level among entrepreneurs

across countries (Lursadi & Mitchel, 2014, p. 25; FSD, 2009, p. 23; Fatoki, 2014, p. 151).

The importance of improving financial literacy in entrepreneurial ventures seemed to have
increased because of factors such as the development of new financial products and the
complexity of financial markets, among others. A study by the OECD (2005) involving

businesses in twelve countries including the USA, UK, Australia and Japan, focused on



bettering financial literacy across these states. In the United Kingdom, Atkinson et al (2006,
p. 10) in their study stated that in partnering with the Financial Services Authority (FSA),
the UK government came up with a seven-point agenda in 2006 with the aim of improving
the financial capability and literacy levels of its citizenry. Also, Samkin et al (2014), in New
Zealand carried out a study to identify the relevance of financial literacy for running a
business. Similarly, Fatoki (2014), investigated the level of financial literacy of new micro-
entrepreneurs in South Africa. Njoroge (2013) assessed the relationship between financial
literacy and entrepreneurial success of SMEs in Nairobi, Kenya. Ibrahim & Musah (2014)
carried out a study in Ghana to observe the relationship between record keeping and
business performance of SMEs. Mwithiga (2016) assessed the relationship between
financial literacy and enterprise performance among owner managed ICT SMEs in Nairobi
County, Kenya, to mention but a few. There is no doubt that Nigeria as a nation has realized
the invaluable contributions that entrepreneurship through small and medium scale
businesses can make to reduce poverty, create wealth, generate employment and enhance
the development of infrastructures. The small and medium enterprises, particularly, micro
businesses have been the rescue platform for the survival and sustainability of the poor,
unemployed youths and women as well as being the nursery-bed of entrepreneurship
development in the nation (Nwezi et al, 2017, p. 176). In the United States, the SMEs engage
half of the private sector workforce which is about 120 million people (Mills & McCarthy,
2014, p. 10). In South Africa, it contributes about 57% to the country’s GDP and creates
about 61% of the total jobs (Abor & Quartey, 2010, p. 218). In most African countries,
SMEs makes up about 90% of businesses in the private sector, provide more than 50% of
the jobs and contribute same to their GDP. Nevertheless, most SMEs in Nigeria die within
their first five years of existence, a smaller percentage goes into extinction between the sixth
and tenth year while only about five to ten percent survive, thrive and grow to maturity
(Aremu & Adeyemi, 2011, p. 201). Same situation persists in South Africa (Fatoki, 2014,
p. 151), Uganda (Turyahebwa et al, 2013, p. 3877), and Kenya (Oluoch, 2016, p. 1). This
has been attributed to lack of managerial and entrepreneurship skills (Sanusi, 2003, p. 11),
and low financial literacy resulting to poor planning, minimal accessibility of finance and
inadequate financial management (Njoroge, 2013, p. 1). Past schemes and policy initiatives

on the promotion of SMEs by the Nigerian government has revealed that although finance



is @ major constraint to the development of SMEs in Nigeria, it is by no means the only or
most important constraint. Indeed, the effective utilization of the substantial financial
resources provided under the various past programs, was constrained by such factors as lack
of adequate entrepreneurship and managerial skills by entrepreneurs in the small and
medium scale industries (Sanusi, 2003, p. 11), hence the need of financial literacy to tackle
these inadequacies. According to Moore (2005, p. 8) and Cole & Fernando (2008, p. 2),
there is no standardized measure of financial literacy; different studies have used different
variables to measure financial literacy. The USAID (2009) used finance related knowledge
that is, (awareness of sources of finance, awareness of business finance technology and
consumer financial literacy), finance related business skills and information skills to
measure financial literacy for an entrepreneur. Literacy in banking services as a measure of
financial competence is often specified in most studies as a measure of financial literacy
(Oseifuah, 2010, p. 168; Wise, 2013, p. 31; Fatoki, 2014, p. 154) to mention but a few.
Nevertheless, its relevance cannot be ignored as it aids entrepreneur in identifying bank
products that will be beneficial to his business, enables them to access to funds from the
banks and enjoy various bank services. In Nigeria, the absence of studies to assess the
impact of financial literacy on the entrepreneurial growth is further giving room for the
aforementioned problem of lack of financial literacy and its consequence to business
growth. It is pertinent to say that with the numerous small and medium scale enterprises, no
concrete study on the impact of financial literacy on entrepreneurial growth has been carried
out. This study intends to fill the aforementioned gaps. In this study, the researcher used
banking services and bookkeeping as measurement for financial literacy. These variables
will be used to determine the impact of financial literacy to the entrepreneurial growth in
the said country. Furthermore, the study will seek to determine if the aforementioned
variables have a positive or negative impact to the business growth. Banking services and
bookkeeping literacy will be used as measurements of financial literacy because they have
been recorded as the most functional yet the simplest way of doing business, small or big
business, in the country. Another reason for this is the said measures are widely used not
just in the selected country, but also throughout the world. Several studies have been
published supporting the use of these two measures in measuring the financial literacy in a

certain locality. Further studies and theories will be discussed in the next chapter.



1.2 Statement of the Problem

This study aims to determine the impact of financial literacy on entrepreneurial growth.
Specifically, the study seeks to identify if banking literacy and bookkeeping skills, as
measures for financial literacy, have an impact on the overall business growth in Nigeria.
Financial literacy is a critical factor to the growth of any business venture. Despite its necessity
for the success of an entrepreneur it has not been given any importance in research in Nigeria,
rather it has been confused with entrepreneurial education or knowledge in some studies like
that of Aja-Okorie & Adali (2013), Ediagbonya, (2013), Ayegba & Omale (2016), Anyebe
(2017) to mention but a few. Adequate financial management skill which comes with financial
literacy is paramount for businesses to grow, it also provides entrepreneurs with empowerment
and information to evaluate financial products and make informed decisions, facilitates proper
debt management which puts the business in a better credit-worthy position. Except for
statutory demands, most SMEs entrepreneurs with a low level of financial literacy do not give
serious thoughts to keeping proper accounting records, and this inadequacy and
ineffectiveness of their accounting system accounting processes have been responsible for the
untimely collapse of a most of them. They rather recruit unskilled personnel who cannot keep
proper records to take charge of accounting activities (Ezejiofor et al, 2014, p. 72), the
resulting unreliable accounting records thereby makes it difficult for the entrepreneur to woo
investors successfully or access credit facilities at the banks, since the books cannot reveal the
condition or financial state of the business. Despite government’s effort to assist SMEs in
Nigeria to grow with policies and programs like Small and Medium Enterprises Development
Agencies (SMEDAN), The Poverty Alleviation Program, the Subsidy Reinvestment Program
(SURE-P), and the Youth Enterprise With Innovation in Nigeria (YOUWIN), Better Life
Program, Peoples’ Bank, National Agency for Poverty Eradication, (NAPEP), the National
Open Apprenticeship Scheme, The Graduate Job Creation Loan Guarantee Scheme, and
Agricultural Sector Employment Program, (Idam, 2014, p. 3 & 4; Tende, 2014, p. 111), SMEs
are still performing badly and this is attributed to lack of financial literacy (Sanusi, 2003, p.
10). This gives credence to the fact that financial literacy has a positive effect on
entrepreneurship growth because it is critical to sound financial decisions in business by
entrepreneurs.

1.3 Purpose of the study



Despite the disparity in the financial systems of the developed and developing economies,
financial literacy is gaining momentum across the nations, hence this study is seeking to
establish the impact of financial literacy on the growth of business in Nigeria. The purpose of
the study is to investigate the impact of financial literacy on entrepreneurial growth, with
regard to past research works and evidence from financial literacy survey, with the aim of
establishing the effect of financial literacy on entreprencurs’ businesses in Nigeria.
Specifically, this study will look at how banking services literacy and book-keeping literacy
affect the growth of businesses.

1.4 Research Questions

1. How does literacy in banking service affect entrepreneurial growth in Nigeria?

2. How does literacy in book-keeping affect entrepreneurial growth in Nigeria?

1.5 Contribution to knowledge

This study intends to provide an in-depth assessment of financial literacy and entrepreneurial
growth, because financial literacy is a vital key to unlocking entrepreneurial growth by
providing the financial knowledge and skills to manage financial resources. It will fill the gap
in existing literature on banking service as a measurement of financial literacy, and also that
of the impact of financial literacy and entrepreneurial growth in Nigeria, thereby contributing
hugely to the body of knowledge already in existence. This study will also reveal what
entrepreneurs stands to gain with the acquisition of financial literacy and its effect on their

businesses.



CHAPTER TWO
LITERATURE REVIEW
2.1 Theoretical Framework

2.1.1 Enterprise Growth Theory: (Resource Based View theory)
The principles of resource-based theory strongly relates to entrepreneurship especially as

Connor (1991) and Rumelt (1987) in (Alvarez & Busenitz, 2001, p. 755) found that
entrepreneurship is embodied in the resource-based theory. According to Alvarez & Busenitz
(2001, p. 755), the tenets of resource theory comes with the different cognitive abilities that
the individual entrepreneur has, which is required to set up and integrate latest heterogenous
resources. This theory equally stated that the determinants of business growth are knowledge,
motivation and entrepreneurial know-how. It suggested that the entrepreneurial ability to
foresee opportunities for innovation or expansion aids in the firm’s growth (Penrose, 1959, p.
160). As a result of this, the growth of the business will be limited to the extent to which the
entrepreneur sees growth opportunities, his willingness to exploit them, or how he
strategically responds to them (McKaskill, 2010, p. 4-6).

For Penrose, growth came from entrepreneurial activity which she described as
entrepreneurial  versatility, fund raising ingenuity, entrepreneurial ambition and
entrepreneurial judgment (McKaskill, 2010, p. 137). The ability of the entrepreneur to find
new markets for products or find better ways of selling his products is referred to as his
versatility while it is paramount that he knows how and where to raise funds to engineer the
growth of the business, he should be able to create the ambience of trustworthiness to enhance
his persuasion of investors to invest in his business. Entrepreneur’s ambition is his motivation
towards growth. Entrepreneur’s judgment is referring to the entrepreneur’s ability to make
informed decisions. Errors in business decision making strongly hampers business growth
because an informed judgment enhances the quality service and ultimately the growth of the
business (Penrose, 1959, p. 161). Therefore, effective and informed business decisions are
made by entrepreneurs with good self-confidence, common sense and knowing how to
skillfully gather information and make consultations and decide when and how to act. In
essence, this theory proposed that the growth of the business depends on the entrepreneur’s
level of financial literacy and information to make sound and effective decisions, to identify

and exploit opportunities, and convince investors to invest in his business. All these determine



the ambition and progress of the business. In view of this, this work will prove that
entrepreneur’s financial literacy can enhance the growth of business by improving the capacity
of the entrepreneur to make sound financial decisions to improve the performance of his
business, and also understand the indicators of the performances of his business so as to
successfully woo investors.

2.1.2 Financial Literacy

The term financial refers to the information dimension while the term literacy refers to the
mental processes of individuals when using this information. This implies that in an
organizational context, both the information system (matter) and the human behavior system
(mind), can only become more than their individual parts if they are linked by an interface
that can enhance the feed forward (prediction) and feedback action between them (Gouws &
Shuttleworth, 2009, p. 146). Previous studies agree that financial education affects financial
literacy (Xiao & Porto, 2017, p. 808). Financial literacy is defined as the level at which an
individual understands important financial concepts with the knowledge and boldness to
his/her finances by making the right short-term decisions, making financial plans on a long-
term basis while being mindful of life’s uncertainties and the dynamic situation of the
economy (Remund, 2010, p. 284). Furthermore, entrepreneur’s financial literacy can be
defined as an aggregate of a business owner’s comprehension of basic financial concepts and
products and his courage to take financial risks and exploit financial opportunities, to come
up with informed choices, have the knowledge of avenues to source help, and to take decisive
steps to improve the business (Atkinson & Messy, 2005, p. 11). In the same vein, Dahmen &
Rodriguez (2014, p. 2) described financial literacy as the capability of a business owner to
assimilate and properly use financial reports to make sound and technical financial decisions
for the wellbeing of the business. For Valladares (2020), financial literacy surmounts as
knowledge about earnings, expenditures, savings, investments and long term financial
planning. Alternatively, Schagen & Lines (1996, p. 80) argued that the financially literate
should not only have the abilities to understand key concepts in money management, a
working knowledge of financial institutions, systems and services and a range of analytical
and synthetic skills, but also possess a facilitating attitude to the effective and responsible
management of financial affairs. Mason & Wilson (2000, p. 31) added that for some, a

financially literate individual would have an ability to obtain, understand and evaluate the



relevant information necessary to make decisions with an awareness of the likely
consequences.

Also, financial literacy is paramount for growing of businesses by entrepreneurs. Those who
are deficient in financial literacy are bound to experience little or no growth in their businesses
(Lusimbo & Muturi, 2016, p. 179 & 832). Financial literacy is a sine non qua non for an
entrepreneur to be successful in his entrepreneurial venture, because it includes the ability to
read and comprehend basic financial reports, and also have the knowledge of figures so as to
make sound and effective decisions in managing the business finance (Brown et al, 2006, p.
188). Huston (2010, p. 306) enthused that financial literacy is a measure of an individual
understanding and use of personal finance-related data or report. Also, financial literacy
consists of the know-how and confidence of person to appropriately engage his/her financial
knowledge in making sound financial decisions. Vitt et al. (2005, p. 7) stated that personal
financial literacy is the knowledge to read, analyze, manage and write about one’s financial
state as it impacts on the individual’s wellbeing. It includes the ability to carefully make
decisions on finance, deliberate on money matters and financial concerns with or without
difficulties, make future plans, and skillfully responded to everyday issues particularly as
affects our financial wellbeing and the economy in general. However, Fernandes et al. (2014,
p. 1862) opined that although conceptually financial literacy talks about skills, existing
measures of financial literacy are dominated by measures of objective knowledge.
Nevertheless, financial literacy also enhances participation in financial markets which
enhances the accumulation of assets and consumption smoothing, and provide several avenues
to access funds (Van Rooj et al, 2007, p. 25). It is important to note at this point that financial
literacy and financial education are closely related but different concepts. Hung et al (2009, p.
5) differentiated the two by defining financial education as the process by which individuals
improve their understanding of products and concepts, and financial literacy as the
improvement of one’s financial wellbeing by the application of knowledge and skills to
effectively utilize financials resources.

The major concepts that surfaced from the definitions of financial literacy by different scholars
include financial awareness, knowledge, skills, attitude and behavior. Agreeing to this, Xu &
Zia (2012, p. 2) postulated that financial literacy incorporates concepts such as financial

awareness and knowledge of financial products and concepts; ability to calculate interest; and
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financial management. These concepts were also used by the Atkinson & Messy (2012, p. 14)
in their survey instrument used in an international pilot sturdy on measuring financial literacy.
They however grouped these concepts into financial knowledge, attitude and behavior.
Moreover, the OECD (2022, p. 5) Toolkit for measuring financial literacy incorporated these
concepts in the questionnaires used to measure financial literacy and like Atkinson & Messy
(2012, p. 14), they only used financial knowledge, attitudes and behavior. For Xiao & Porto
(2017, p. 807), capacity, prior knowledge and proficiency were disclosed as components of
financial literacy.

Bruhn & Zia (2011, p. 29) revealed in their study on the Impact of Business and Financial
Literacy for Young Entrepreneurs in Bosnia and Herzegovina that the practices and outputs
of business shows the disparity in the effects of different levels of financial literacy acquired.
Additionally, they discovered that both business owners that are below and above median
financial literacy baseline at a point adopted new business practices like having a separate
account for the business and for self and investing in their business to enhance its growth. It
was noted that those who reported growth in sales and profits as a result of the financial
knowledge acquired during training, were majorly entrepreneurs with above median financial
literacy at baseline. Therefore, it was observed that the baseline knowledge and information
acquired during their training on financial concepts and skills enhanced the synonymous
increase recorded in their business sales and productivity.

Similarly, Oseifuah (2010) investigated the impact of financial literacy on youth
entrepreneurship in the Vhembe District in South Africa, where he employed a structured
questionnaire which was formulated based on past studies on financial literacy (p. 174). The
instrument narrowed on the essential areas of financial literacy, consisting of computer and
mathematical literacy, financial attitude, financial knowledge and financial behavior of youth
entrepreneurs. The outcome showed that degree of financial knowledge acquired by the youth
entrepreneurs was beyond average (Oseifuah, 2010, p. 177). Roberts et al. (2014) focused on
realizing a multidimensional evaluation of financial literacy at the national level. The total
respondents interviewed were 2885 aged from 16 years and older (Roberts et al., 2014, p. 12),
they were randomly chosen with three stratification variables made out of households in South
Africa (p. 9). The study aimed at identifying financially susceptible groups in South Africa
and their changing needs. Generally, the aim of the study according to Roberts et al. (2014, p.
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88) was to:

(i) Identify potential gaps in financial knowledge and understanding among South Africans.
(i1) Identify groups that were at risk owing to their low quotient of financial knowledge.

(iii) To ensure that those at risk as well every South African ended up being powered to
participate knowledgeably and confidential in matters pertaining financial decisions.

At the end of the research, the unemployed and the poor ones were found to be particularly
financially illiterate (Roberts et al., 2014, p. 7). Similarly, Tustin (2010) carried out an applied
experimental research to examine the impact of the Bubomi financial literacy flagship
program developed by Absa Group Limited. The program was initiated to raise the
fundamental financial literacy skills, habits and attitude of South African populace. The
effectiveness of the program was ascertained by comparing the degree of the knowledge of
finance, confidence, behavior and effective managerial practices of statistically representative
experimental (people exposed to the Absa training) and control (people not exposed to Absa
training) groups residing in village around the town of Giyani in the Limpopo province. In

these villages, a low degree of financial literacy was recorded (Tustin, 2010, p. 1894).

2.2 The concept of Entrepreneurship

Entrepreneurship as a concept, involves recognizing, evaluating and exploiting situations as
possible opportunities (Hisrich et al, 2016, p. 6). For Nzewi et al (2017, p. 176), it is the
willingness and ability to identify business opportunities through creativity and innovation as
well as the putting up the necessary machinery to run business enterprise successfully. Lawal
et al (2000) in Alalade et al (2013, p. 293) further refers to entrepreneurship as the act or
process of identifying business opportunities and organizing to initiate a successful business
activity. They opined that the functions performed by entrepreneurs include searching for and
discovering new information; translating new information into new markets, techniques and
goods; seeking and developing economic opportunities; marshalling the financial resources
necessary for the enterprise; taking ultimate responsibility for management; and bearing the
risk for the business. In the same vein, Alalade et al (2013, p. 293) described entrepreneurship
as the dynamic process of creating incremental wealth. It is sine qua non to national
development as well as eradication of poverty and generation of employment opportunities
(Olu, 2009, p. 537). Similarly, Desai (2017, p. 2) opined that entrepreneurship as a device can

produce employment, income and innovation gains. Thus, entrepreneurship is usually debated
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by scholars to be critical for alleviating extreme poverty (Sutter et al, 2018, p. 1). It is
therefore, an important variable in the growth and development of any economy (Nzewi et al,
2017, p. 176).

2.3 Financial literacy and Entrepreneurial Growth

Often, entrepreneurs have to deal with complex financial decisions, thus the mastery of
financial literacy helps in making these decisions (Adomako & Danso, 2014, p. 2; Gallery et
al., 2011, p. 21), and aids in providing entrepreneurs with the financial knowledge required to
make households budgets, begin saving plans and acquire financial knowledge and skills so
as to attain financial goals (Greenspan, 2002, p. 181). Previous research have shown that
financial literacy is vital for business success (Topimin & Hashim, 2020, p. 202). Equally,
financial literacy contributes strongly to the performance level of Entrepreneurs such as
adequately assessing and understanding different financing provision, and for navigating
difficult loan application (Kagame, 2014, p. 7). lIdeally, adequate financial literacy can induce
better financial management because of its capacity to settle for the proper financial product
and services (Riyadi & Pritami, 2018, p. 89). Financial literacy education provides an
individual with the ability to recognize commercial opportunities, knowledge, self-esteem and
skills hence, improving his business performance (Aminu, 2016, p. 175; Kisunza & Theuri,
2014, p. 3). Entrepreneurs ought to be adequately financially literate to effectively participate
in economic activities and to make the right financial decisions for themselves and their
families (Azmi et al, 2020, p. 5429). Entrepreneurs who are financially literate supposedly
have a higher chance of being successive in their business more than their illiterate
equivalents. More so, financial literacy is a key driver of firm performance which ought to be
developed as a crucial aspect of entrepreneurial activities (Adomako & Danso, 2014, p. 8).
The positive outcome of being financially literate is determined by behavior like planning
expenditures and building insurance, conversely, indisputable behaviors, like extreme use of
credit, may reduce the financial well-being of the individual is considered as a key element in
the personal decision-making process which improves business growth and development
(Potrich et al., 2015, p. 365). Thus, definitions of financial literacy range from the need for
information about financial concepts to the need for financial management and business
planning skills required by SMEs (USAID, 2009, p. 23) and entrepreneurs. Financially literate

entrepreneurs manage resources more wisely, use financial information more astutely and are
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capable of pinpointing where the artful aspects of finance have been applied to the numbers
given to them, thus they are capable and ready to query and contest these numbers they get
from their accountants and other financial units (Berman et al, 2008, p. 7). According to
Gallery et al. (2011, p. 1), a deficiency in financial literacy is one of the causes of inertia and
suboptimal financial decision-making; and as stated earlier, the level of financial literacy has
a direct effect on the investment choice decisions. Similarly, Valladares (2020) agrees that the
lack of financial literacy is a huge hindrance to economic opportunity and mobility.
Nevertheless, a study on SMME owners’ financial literacy and business growth was unable
to demonstrate that a statistically significant relationship existed between owners’ financial
literacy and the broad construct of business growth (Eresia & Raath, 2013, p. 397).

Despite that, Eniola and Entebang (2016, p. 32) stated that in order for an entrepreneur to
exhibit effective financial management strategies to enhance the growth of an enterprise, he
need to have financial literacy as this will give him the needed financial knowledge and
abilities. Financial literacy affects financial access, and thus the performance of businesses.
Also, a vital determinant for a business start-up is the ability to secure funds; this has serious
impact on the growth and success of the entrepreneurial venture (Khandker et al, 2013, p. 4).
Agreeing to this, Masuko & Marufu (2003, p. 6) in Zimbabwe, discovered that most small and
medium enterprises found it difficult to secure loans from the banks, this is due to their
inability to provide a collateral required by the banks as a condition for accessing credit
facilities. Amongst other conditions are initial deposit balance, statement of accounts and
writing a business proposal. All these hindrances perhaps, are a pointer to the prevalence of
inadequate financial knowledge possessed by these entrepreneurs. In their study on personal
financial literacy and personal debt management in South Africa, Kotze & Smith (2008, p.
35), found that respondents showed a lack of confidence in their money management skills
and expressed interest in acquiring improved financial literacy, such that they posit that
heightened financial literacy could possibly lead to more entrepreneurial activities and less
number of failed new business ventures. Also, Kotze & Smit (2008, p. 49) in their study
revealed that lack of financial knowledge, analysis and management are inimical to
entrepreneurial success. It seems that entrepreneurs and managing teams regard the concept
of financial management as terrifying. While the ability to competently appropriate business

funds wisely is a critical managerial skill; the absence of this is a great disadvantage to the
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formation and growth of a new business. Del Mel et al (2007, p. 28) in a study on returns to
capital in microenterprises in Sri Lanka, stated that entrepreneurs with more ability get more
returns. Also, Fin Scope Survey |11 in Uganda (2014) in Kebede et al. (2015, p. 93) stated that
financial literacy affects access to finance, thereby having a negative influence on the
performance of small enterprises in Kenya. Investigating the effect of business development
services on the performance of Small Scale enterprises in Kisii Town, Osinde et al (2013, p.
iv) discovered that an increase in sales and appreciation of market shares in their various
business were recorded by the entrepreneurs who were given business development services.
The study further revealed that the attendees of the training on business management skills
program attested that their businesses grew in sales and profits with 83.3% of the respondents
who always attend training reporting to have good growth in profits as opposed to only 41.2%
of those who never attended training (Osinde et al, 2013, p. 41). Simeyo et al (2011, p. 8290)’s
study on the effect of provision of micro finance on the performance of youth micro
enterprises under Kenya Rural Enterprise Program (KREP) in Kisii County, using a sample
of 86 young entrepreneurial businesses, stated that training on how to invest in micro-
enterprise had a significant positive influence on the performance of the microenterprises with
a standardized beta coefficient of 0.281 that showed that a unit increase in the provision of
training to SSEs resulted to a 28.1% increase in performance. The study also revealed that
several respondents affirmed that the provision of capital investment and basic business skills
training in micro enterprise investment was satisfactorily. This authenticates the fact that
business skill training which takes place before the procurement of micro loans is likely to
improve the capacity of the entrepreneurs to use funds effectively, thereby having huge
impacts on business performance. Equally, Nderitu et al (2017), investigated the influence of
financial literacy on growth in wealth of investment groups in Kenya, using the cross sectional
survey design and adopting the descriptive and correlational approach that aided on drawing
conclusions on the research objectives. The population consisted of 4020 investment groups
registered by the Kenya authorities. This study clearly confirmed the role played by financial
literacy on growth in wealth of investment groups (Nderitu et al, 2017, p. 73). Various
analytical methods ranging from descriptive statistics, correlation analysis and regression
analysis were used to arrive at the findings. The findings indicated that financial literacy has

high effect on growth in wealth of investment groups in Kenya. A high majority of the
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respondents confirmed that the growth in their groups was attributable to financial literacy.
This observation was arrived since data showed that most of the group members were literate.
The correlation between financial literacy and growth in wealth is positive and significant.
The correlation coefficient for financial literacy to growth in wealth is 0.608 with a p value of
0.000 which is less than 0.05 implying significance at the 5% level of significance. The
regression analysis results also affirm the results obtained in the correlation analysis. From
the regression model results, financial literacy had a coefficient (B1 = 0.604, t = 12.915, p=
0.000) showing a significant influence on growth in wealth. The study had a hypothesis that
financial literacy influences growth in wealth of investment groups in Kenya (Nderitu et al,
2017, p. 88). The results revealed that financial literacy was statistically significant in
explaining growth in wealth of investment groups in Kenya. This implied that the null
hypothesis that financial literacy does not influence growth in wealth of investment groups in

Kenya failed to be accepted and the alternative hypothesis failed to be rejected.

2.4 Banking Services Literacy

Banks are better described according to the functions they perform (Bansal, 2020, p. 11), thus,
Riyadi (2017, p. 240) explains banks as financial institutions whose main function is to
become financial intermediary between fund supplier and fund user. Banks play essential
functions in state economies (Bansal, 2020, p. 11), having huge micro and macro impacts on
the economy of country, reason why the banking industry is well regulated (Riyadi, 2017, p.
239). More so, Riyadi & Hadiyati (2002) in Riyadi & Pritami (2018, p. 89) opine three major

operational activities of banks as:

1. Collecting funds from the public that have excess funds (surplus units) in the form
of deposit products such as demand deposits, savings deposits, time deposits and
certificates of deposit.

2. Distributing funds to the public who need funds (unit deficit) to disburse loans or
financing.

3. Selling financial services products with the aim of helping swift transactions carried
out by the community.

Similarly, according to Riyadi & Hadiyati (2002) in Riyadi (2017, p. 240), a bank’s

primary function is the collection and distribution of funds, and their secondary function is
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the selling of financial services and products.

Sucuahi (2013, p. 47), in his study reported that micro entrepreneurs know the relevance
of savings their funds, they are aware that if they have to save in the banks if they have
surplus, however they are not consistent in keeping funds for future uses. Most of them
rather keep their money with thrift collectors and small cooperative meetings than keep
their money in the banks. They just believe that whatever money they have after deducting
all personal expenses that will be the savings for them. This is attributed to lack of financial
literacy. Lusardi & Mitchell (2013, p. 3) have stated that existing bank products and
services have proven to be complex and difficult to comprehend for business people who
are not financially literate. They also noted that while financial innovation has increased
access and tailor making of financial products, it imposed greater responsibility of selection
and evaluation of bank products and services. This was reiterated by Braunstein & Welch
(2002, p. 446) in an overview of practice, research, and policy of financial literacy. They
highlighted that due to the massive platform for increased targeted marketing that
technological advances have brought to banks and other financial institutions, consumers
need a certain level of financial literacy to benefit from these innovations as such
knowledge would help them discern and access relevant information and be able to weigh
the credibility of the information’s source.

According to Siekei et al (2013, p. 253), consumers of financial products having financial
literacy are able to make informed decisions when choosing financial products at the
financial institutions such as banks. Thus, equipped with financial knowledge, they are able
to assess financial products, such as bank accounts, saving products, credit and loan
options, payment instruments, investments, insurance coverage, and navigate complex loan
application procedures so as to make optimal decisions. However, a major challenge for
most developed nations, due to increased levels of households’ debt, low levels of
retirement savings and heightened complexity of financial products, is the low level of
financial awareness of most business owners (ACCA, 2014, p. 4), thus policymakers
around the globe have voiced out their fears about the lack of financial knowledge
witnessed on a wide scale (Lusardi & Mitchell, 2013, p. 49). In addition, financial literacy
seemingly impacts on access and payment of loans which provides development finance

for business expansion. Additionally, it seems that economic and technological

17



developments have globally connected the whole world and brought huge changes in
global communication and ways financial transactions are carried out and the social
interactions prevailing in the financial world. Such changes have made it important that
individuals be able to interact with financial providers. In particular, perhaps, individuals
especially entrepreneurs often need access to bank services so as to make or receive
payments and carry out online transactions electronically. Generally, people ought to be
capable of selecting the proper bank products and services befitting to them, especially
with the vast financial products readily available (Kempson et al, 2005, p. 22). All of these
trends have made individuals like the entrepreneurs responsible for major financial
decisions, and at the same time, they have both enlarged the options for many people and
thereby increasing the level of complexity faced by them. In view of this, entrepreneurs are
expected to have sufficient financial literacy to take the necessary steps to protect
themselves and their investments and ensure their financial well-being. Kimunduu et al
(2016, p. 416) in their study sought to establish the influence of financial literacy on the
financial performance of SMEs in Ruiru sub county, Kiambu County, using a descriptive
survey design. The study population entailed the registered SMEs in Ruiru Sub County and
those who have undergone some financial literacy training by Equity bank through a
program known as financial knowledge for Africa (FiKA). A sample of 100 respondents
was selected out of the total population of 334 respondents using stratified sampling to get
the sample of respondents. The data collected was analyzed using SPSS and the
significance of the results tested using inferential statistics. Their findings revealed that
training on bookkeeping skills has influenced the growth of the respondents’ small and
medium enterprises (Kimunduu et al, 2016, p. 430). Majority of the respondents agreed
that training on bookkeeping has positively influenced the growth of their SMEs by helping
them plan ahead for the businesses, for instance budgeting, equipped them with necessary
skills for generating financial statements needed by government, supplies, creditors and
other stakeholders, also equipped them with skills necessary to ascertain profits earned
(Kimunduu et al, 2016, p. 430).

2.5 Banking Service Literacy and Entrepreneurial Growth
It is worthy to note that the contribution of microfinance to entrepreneurship activities is

increasingly being recognized as a primary engine of economic growth. By combining
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existing resources with innovative ideas, entrepreneurs add value through the
commercialization of new products, the creation of new jobs and the building of new firms.
Olu (20009, p. 543) found that microfinance institutions are evident tools for entrepreneurship
development because of the numerous services they offer as well as the functions they carry
out towards the growth of the economy. From the findings of the study of Muogbo & Obamuyi
(2018, p. 60), it can be inferred that the microfinance banking in Nigeria has a substantial
relationship with the entrepreneurship development of the country. Little wonder, the
responses to the challenges of development in developing nations is the encouragement of
entrepreneurial development scheme (Olu, 2009, 536). However, there are problems to be
resolved in order for the positive maximization of banking literacy for entrepreneurial growth.,
One of the recommendations provided in Muogbo & Obamuyi’s study is the strengthening of
the financial aspect of the microfinance banking in order to cater more provisions of services
such as financial advice, commodity marketing, micro- insurance, leasing, and many more to
the entrepreneurs (Muogbo & Obamuyi, 2018, p. 60). Thus, it can be greatly gleaned that
effective banking services can help boost the business growth in the country by providing a
relatively effective micro banking solution to help the entrepreneur learn of the financial
aspects of the business. All things being equal, the effective use of banking service, perhaps,
has a positive effect on the entrepreneurial growth of the people of Nigeria.

2.6 Bookkeeping Literacy

Bookkeeping refers to the recording off all financial transaction in a systematic and logical
manner (Chelimo & Sopia, 2014, p. 432, Owolabi et al, 2016, p. 011). Similarly, it is the art
of taking record of all the money transactions of an undertaking (Frank Wood, 2010, p. 22).
Unfortunately, it seems that many new entrepreneurs in Nigeria are afraid by the mere idea of
bookkeeping, although the truth is that it is easy. Essentially, to be able to carry out
bookkeeping functions, SME owners need bookkeeping skills (Nyathi & Benedict, 2017, p.
109), and for Chelimo & Sopia (2014, p. 432), transactions include sales, purchase income,
and payments by an individual or organization; and bookkeeping is usually performed by a
bookkeeper using common methods of bookkeeping such as single entry and double entry
systems. More so, the process of bookkeeping seemingly involves the collecting, organizing,
storing and analyzing of financial information of an entity to aid its daily operations and

preparations of statements, tax returns and internal reports. These records are used by
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managers as a guide for routine action, decision making, and formation of guidelines and
sustaining relationships with stakeholders (Lusimbo & Muturi, 2016, p. 833). According to
Sucuahi, (2013, p. 45), bookkeeping is a measure of financial literacy thought to be vital in
business, as the day to day business transactions of an enterprise is not something that
business owners can depend on their memory without records where they can easily retrieve
details of these transactions. Managers seemingly use these records as guides to routine action,
taking of decisions, formulation of general rules and maintaining relationships with other
organizations or with individuals. The two basic aims of bookkeeping are seemingly to keep
track of income and expenses, this improves chances of making a profit, and to collect the
financial information essential for filing various tax returns. According to Frank Wood (2010,
p. 9), businesses transactions are inputted into written records. Sucuahi (2013, p. 45) further
stated that most small entrepreneurs use notebooks to record transactions rather than journals
and ledgers. However, it seems that there is no requirement that records be kept in any
particular way, as long as your records accurately reflect the business’ income and expenses.
Hence, Kalekye & Memba (2015, p. 2363) discovered in their study that most entrepreneurs
of small business owners keep records in an informal way and do not have summary of
transactions. Unfortunately, several scholars believe that most business entrepreneurs do not
have bookkeeping knowledge, hence they do not find it important to practice bookkeeping
(Lusimbo & Muturi, 2016, p. 833).

Notwithstanding, proper keeping of accounting records provides users of accounting
information with needed information and also shows the quality of the accounting system used
by the organization. Hall (2008, p. 15) accepts that financial literacy has an important function
in promoting stable balance sheets of households and small businesses. Furthermore, the
entrepreneur with higher level of financial literacy is bound to meticulous about financial
statements knowing the value and relevance, hence he frequently produces it to monitor his
business in order to meet up with other obligations like fund raising and repayment of loans
(Wise, 2013, p. 36). In addition, SMEs that kept proper accounting records are able to measure
and monitor the performance and growth of their businesses. The quality of accounting
information and its timeliness is very crucial especially in decision making that borders on
competitive advantage, expansion, business planning and budgeting, filing tax returns etc.

(Ezejiofor et al., 2014, p. 73). However, most entrepreneurs do not keep books of accounts
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from which accounting information will be taken, and this situation arises because of the
entrepreneurs do not have accounting knowledge (Maseko & Manyani, 2011, p. 171). Bancy
& Jagongo (2014, p. 79) carried out a study on Record Keeping and Growth of Micro and
Small Enterprises: An Empirical Study of MSES in Selected Urban Centres in Kenya, on a
targeted population of owners or managers of MSEs in Thika municipality in Kenya. The
study showed that 73% of the respondents explained that the record keeping assisted in
calculating profit for their businesses and sixty-seven (67%) of the entrepreneurs found the
recordkeeping important since the practice enabled them to analyze in detail the spending and
revenue of their businesses (Bancy & Jagongo, 2014, p. 83). 39% of the respondents stated
that accurate record of their business transactions assisted them in efficiently reporting of the
business current spending and revenue to help compare actual results with projections in the
business budget. 21%c of the respondents agreed that accurate records ensured documentation
to back up their tax deductions. Finally, 15% of the respondents receptive that accurate record
keeping of their business transactions ensured accuracy of each payroll period and made sure
that each employee received the proper amount (Bancy & Jagongo, 2014, p. 83). The findings
of their study showed clearly that accurate recordkeeping of MSEs transactions is essential to
the growth of the enterprises (Bancy & Jagongo, 2014, p. 84). The respondents of this study
explained that by accurately keeping the records they were able to calculate the business profit
more accurately, they were able to have some document to back up their tax records and that
they avoided losses by paying salaries and other bills inaccurately (Bancy & Jagongo, 2014,
p. 84). Kimunduu et al (2016, p. 415) in their study sought to establish the influence of
financial literacy on the financial performance of SMEs in Ruiru sub county, Kiambu County.
A descriptive survey design was adopted in conducting the study. The study population
entailed the registered SMEs in Ruiru Sub County and who have undergone some financial
literacy training by Equity bank through a program known as financial knowledge for Africa
(FIKA). A sample of 100 respondents was selected out of the total population of 334
respondents. The study used stratified sampling to get the sample of respondents. The data
collected was analyzed using SPSS and the significance of the results tested using inferential
statistics. Their findings revealed that training on access to banking services has influenced
business growth of the respondents’ small and medium enterprises (Kimunduu et al, 2016, p.

430). All the respondents agreed that for the past five years, training on access to banking
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services such as, how to secure an affordable loan for business expansion, how to manage
business account to transact day-today affairs, for example paying wages, paying bills such as
water bills etc., how to use facilities such as bank cheque, credit cards, bank drafts etc. for
smooth day to day payments and revenue collection of their business has positively influenced

financial performance of their SMEs to a very great extent (Kimunduu et al, 2016, p. 430).

2.7 Bookkeeping and Entrepreneurial Growth

Proper bookkeeping is vital to an enterprise especially in regards to the sustainability and
growth of the enterprise (Owolabi et al, 2016, p. 011). Little wonder, Chelimo & Sopia (2014,
p. 432) noted that entrepreneurs who are serious in their business must indulge in keeping
proper record of their business. Irwin (1993) in (Amissah, 2011, p. 6) surmised bookkeeping
procedures as one of the avenues through which an organization is able to keep track of its
financial activities so as to achieve financial discipline. Similarly, Owolabi et al (2016, p. 011)
agreed that it aids business owners in carrying out proper business assessment as well as the
monitoring of the said business. It seems that bookkeeping has a lot of influence; in their study
Chelimo & Sopia (2014, p. 436) found out that that 27% of respondents indicated that
bookkeeping always increased the profitability of SMEs, while 39% cited somehow, 12%
selected Never and 21% did not know. With the main purpose of their study aimed at finding
out the role of bookkeeping on the growth of SMEs in Kabarnet Town, the study established
that there is a direct relationship between bookkeeping, growth and profitability of SMEs
(Chelimo & Sopia, 2014, p. 436). Thus, if properly maintained, bookkeeping could lead to
increased profitability and expansions of SMEs. From the abovementioned study, it can be
garnered that bookkeeping is an effective way of boosting entrepreneurial growth in Kenya.
The study has shown the potential for SMEs to expand and develop by the proper and
sustainable use of the bookkeeping methods. Bookkeeping literacy can greatly affect the
growth of the business sectors especially in small town areas where people divert to self-

employment by engaging into a private business enterprise or small businesses.

2.8 The Relevance of Financial Literacy

First and foremost, financial literacy matters at several levels (Hall, 2008, p. 13). It involves
empowering consumers on being enlightened about finance in such a manner as it affects their
lives with a view to them being able to make informed financial decisions (Miller et al, 2009,

p. 3). In the same vein, financial literacy influences how entrepreneurs manage their
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businesses, and in turn the profitability of the affected business (Kalekye & Memba, 2015, p.
2364). The need for financial literacy has become significant with the deregulation of financial
markets and the easier access to credit as financial institutions compete strongly with each
other for market share, the rapid growth in development and marketing of financial products.
Thus it helps not just in enabling financially resilient households but the development of a
well-functioning financial system and extends to a more proficient distribution of resources
within a given economy (Hall, 2008, p. 13). Also, financial literacy helps an individual to
take a decision when offered access to credit, it also give him the wisdom to understand how
much is enough-and how much is too much. Financial literacy is a mechanism that goes
beyond political, geographic and socio -economic barriers, and it is widespread in developing
countries. Miller et al (2009, p. 3) opined that financial literacy helps to improve the efficiency
and quality of financial services, before suggesting that customers who are financially literate
help to improve the efficiency and quality of financial services by exerting competitive
pressures on financial institutions. These consumers will choose the best product in terms of
pricing and quality hence challenge bankers to develop products that satisfy their needs.
Pressure is also exerted on regulatory authorities to provide market standards and perform
appropriate oversight of the financial system. The Consumer Council of Zimbabwe (CCZ)
(2012) in Muza (2013), also shared the same sentiments in a statement on the placement of
Interfin Bank under curatorship, where they highlighted that bank regulators have a moral
obligation to educate consumers of banking products on the soundness of their financial
institution regularly in order for them to make informed choices when choosing banking
products thereby enabling access to fair financial services. Equally, there is a widespread view
that financial literacy can strengthen financial stability by improving market discipline within
the financial system (Hall, 2008, p. 16). Financial literacy facilitates decision making process
such as payment of bills (Wachira & Kihiu, 2012, p. 42) and also ensures that individuals are
equipped with financial understanding and practice good financial behavior such as making
budgets, savings and making strategic investments that will ensure the meeting of short term
obligations whilst maximizing long term financial wellbeing (Greenspan, 2002, p. 39). This
view was also shared by Sebstad & Cohen (2003) who wrote a working paper on financial
education for the poor. They stated that the objectives of financial education were to educate

people on money management and skills related to saving, budgeting, expenditure and
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investing (Sebstad & Cohen, 2003 p. 2) but they however noted that the relevance of these
concepts depend on the needs, financial environment, age and other factors affecting
individuals (Sebstad & Cohen, 2003 p. 3). According to Tuyisenge et al (2015, p. 42),
increased levels of financial literacy is likely to increase the members' assets, reduce liabilities
and therefore increase their net worth. Lack of business and management skills can magnify
financial barriers for SMEs (Tuyisenge et al, 2015, p. 45). 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.

2.9 Summary

The resource-based view theory adopted for this study sees the growth of a business revolving
around the entrepreneur, as the information he has will determine how he sees growth
opportunities that are beneficial to the business, how he responds to them, makes informed
judgement, and how he handles the operation of his business especially the financial aspect
(Penrose, 1959, p. 160; McKaskill, 2010, p. 4-6). This, he will achieve with the acquisition of
financial literacy. According to Miller et al. (2009, p. 2), financial literacy is an aggregate of
a business owner’s comprehension of basic financial concepts and products and his courage
to take financial risks and exploit financial opportunities, to come up with informed choices,
have the knowledge of avenues to source help, and to take decisive steps to improve the
business. Major concepts surfaced from the definitions of financial literacy by different
scholars; Xu & Zia (2012, p. 2) stated that financial literacy comprises financial awareness
and knowledge, Oseifuah (2010, p. 167) opined financial attitude and behavior, while Roberts
et al. (2014, p. 4) agreed to the multi-dimensional approach of financial literacy. Similarly
Xiao & Porto (2017, p. 807) disclosed capacity, prior knowledge and proficiency as
components of financial literacy. The growth of a business is tied to the financial literacy
acquired by the entrepreneur, it is necessary for an effective financial management of an
enterprise. It gives the entrepreneur the needed financial knowledge, ability to secure funds,

and thus the performance of businesses. All these have serious impact on the business (Eniola
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& Entebang, 2016, p. 32; Khandker, 2013, p. 4). It has also been identified that financial
literacy helps not just in enabling financially resilient households but the development of a
well-functioning financial system and extends to a more proficient distribution of resources
within a given economy (Hall, 2008, p. 13). Lastly, financial literacy has been found to be
important in order to enjoy the services because it helps to improve the efficiency and quality
of financial services, and equipped individuals with financial understanding and practice good
financial behavior (Greenspan, 2002, p. 39). Summarily, financial literacy can be said to
empower entrepreneurs / investors by educating them to acquire relevant knowledge and skills
in financial management which helps to overcome most difficulties in advanced credit
markets. It allows the investors to encounter difficult financial times, through strategies that
mitigate risk such as accumulating savings, diversifying assets, and purchasing insurance.
More importantly, financial literacy enhances decision making processes such as payment of
bills on time, proper debt management which improves the credit worthiness of potential
borrowers, economic growth, and sound financial systems. Financial literacy leads to more
effective use of financial products and services, greater control of a business financial future

and reduced vulnerability.
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CHAPTER THREE

METHODOLOGY

3.1 Introduction

This section presents the methodology used in the study. It also includes the discussions on
the research approach, sampling, research design, reliability and validity, transcription, data
analysis, and limitations. A total of twelve entrepreneurs will be interviewed in Nigeria for
the purpose of this research. The businesses owners interviewed are from different business
areas. The interview focused on the impact of financial literacy on entrepreneurial growth.
The explanation of how the data was collected and analyzed was divided into data collection

and data analysis.

3.2 Research Approach

Qualitative research is adopted for this study, so as to get a deep understanding of the impact
of financial literacy on entrepreneurial growth. Unlike quantitative research, qualitative
research tends to explore and comprehend the perceptions of participants in respect of the
problem at hand (Creswell & Poth, 2014, p. 84). The qualitative approach focuses on obtaining
information by establishing the views and opinions of participants and how they interpret their
experiences (Kothari, 2004, p. 3; Merriam & Tisdell, 2016, p. 6). This research method was
chosen in order to objectively analyze the responses to the questions, especially as Merriam
& Tisdell (2016, p. 2) opines that humans are the best fit for data collection as their interviews,
observing and evaluating are vital to qualitative research. The choice of the method is also
based on the understanding that the qualitative method provides direct interpretation of
authentic responses to questions. Of the different types of qualitative research, semi-structured
interview is chosen to investigate the aforementioned topic because it is a flexible instrument
that can be effectively used to unveil the knowledge-producing potentials of dialogue with
participants, guided by the themes of this study, with the aim of eliciting proper data from
their responses (Brinkmann, 2013, p. 21; Qu & Dumay, 2011, p. 246), as regards the impact
of financial literacy on entrepreneurial growth. The conducted interviews transcription was
used as raw data. Equally, the selection of respondents and the nature of the questions to be
asked, made me to settle for the semi- structured interview. My choice of semi-structured
interview was in order to enable me adjust the style, pace and order of questions so as to elicit
notable and hidden data as Qu & Dumay (2011, p. 246) alleged. The semi-structured
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interviews were conducted through a pre-constructed interview guide, and the purpose was to
get more detailed answers in relation to the research questions as suggested by Saunders et al
(2009, p. 128). With the semi-structured interview, one is to ensure that the interview is
personal, based on the participant’s terms without leaving out the relevant aspects of financial
literacy (Qu & Dumay, 2011, p. 247) while avoiding any bias. Another reason for using the
semi-structured interview is that it is good for recording real-time opinions of people about a
theoretical subject (Gioia et al, 2013, p. 19). However, in line with the postulations of Qu &
Dumay (2011, p. 248), efforts was made to avoid questions that would stifle the interview or
serve as distraction to the respondent’s answers.

In a nutshell, this study employed qualitative research approach wherein the method used for
the research is a survey questionnaire. The questionnaire was distributed to 12 companies in
Nigeria. The data obtained were then used as raw data for the study.

3.3 Sampling

Sampling is the process of picking out a smaller group from a larger group population to
become the basis for estimating or predicting the frequency of an unknown information,
situation or outcome concerning the bigger group (Kumar, 2011, p. 193). The portion of the
sample must be carefully selected to represent the entire population (Cooper & Schindler,
2011, p. 88), thus, in order for the researcher to access suitable respondents for his study,
convenience sampling was chosen, and the convenient sample in this study was a group of
entrepreneurs in the small and medium enterprises sector, and this sector have the highest
population of businesses and employer of labour in most nations (Nwezi et al., 2017, p. 176;
Mills & MCarthy, 2014, p. 3). According to Oni & Daniya (2012, p. 18), the classification of
Small and Medium Enterprises in Nigeria are (a) Micro/Cottage Enterprises: an
industry/enterprise with a labor size of not more than 10 workers or total cost of not more than
N1.5 million, including Working Capital but excluding the cost of land. (b) Small Scale
Industry/Enterprises: an industry or enterprise with workers’ strength of between 11 and 100
or a total cost of not more than N50 million, including the cost of land. (c) Medium Scale
Industry/Enterprises: an industry with a labor size of between 101- 300 workers or a total cost
of over N50 million, but not more than N200 million including working capital, but excluding
the cost of land. This gives credence to the type of entrepreneurs chosen for this study, as this

was a criterion. Sampling which involves collating of data from fewer cases ensures that a
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more detailed data can be accrued from a few respondents serving as the sample size (Saunders
et al 2009, p. 213). Of course, entrepreneurs in this group to be interviewed is very large, it
cannot be sampled as a whole or close to a whole. Therefore, non-probability sampling
(convenience sampling) is employed with the aim of achieving a theoretical saturation.
According to Guest et al (2006, p. 60), a theoretical saturation most times is difficult to
achieve, they further argue that 12 interviews are enough if it is a homogeneous population
(Guest et al, 2006, p. 79). Therefore, the sample size chosen for this study is twelve (12). This
number of interviewees is chosen because of the limited time the researcher has to complete
this work, coupled with the fact that the researcher is securing data from abroad and getting
interviewees have been challenging. Another reason for the selection of the 12-sampling size
Is the attempt to generalize scattered environment of companies within Nigeria categorized as
entrepreneurs. The interviewees were selected through a cooperative society where the
researcher’s family business is a cooperator. The researcher obtained permission from the
company management of the cooperative society to access some of the members. The chosen
interviewees agreed to be a part of the study willingly.

3.4 Research design

Often, qualitative research is conducted because an issue or problem needs to be explored
(Creswell & Poth, 2014, p. 84) and according to Kumar (2011, p. 11), the purpose of an
exploratory study is to explore an area not well known. As financial literacy impact on
entrepreneur’s growth has not been studied clearly as regard the scope of the study, this work
intends to acquire a deep understanding of the subject matter, hence an exploratory research
design is adopted. The aforementioned research design is well-fitted to deal with the
determination of the effects of banking service and bookkeeping literacy to the entrepreneurial
growth in the 12 chosen companies in Nigeria. Phenomena and factors involving the situation

will be determined, based in the raw data gathered from the interview.

3.5 Reliability and Validity

Reliability
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This is the ability of a researcher to arrive at the same results and conclusions after following
the same procedures on the same case study taken by a previous researcher (Yin, 2014, p. 77).
Similarly, it is a condition in which the same results will be achieved whenever the same
technique is repeated to do the same study (Babbie, 2021, p. 148). There are several methods
for assessing the reliability of a research work even as Hayes (2008, p. 46) argued that one of
the most common method used for assessing the reliability for a measurement scale with
multi-point items is the Cronbach coefficient alpha.

However, Bryman & Bell (2011, p. 42), are of the opinion that in research replication is rare,
especially in qualitative research. In view of this, the findings of this study will be compared
with what previous researchers have done in other countries. For the reliability of the
interview, the researcher consulted an expert in drafting the questions pertaining to the
objectives of the study. After careful evaluation of the questions, the researcher then drafted
the final copy of the questions and subjected it to last consultation with the expert in the field.
After approval, the researcher proceeded with the interview. The response gathered were then
treated as data for the study and is kept in confidentiality by the researcher to avoid tampering
of the results.

Validity

Validity involves the degree of the accuracy of the findings of an existing research work
(Creswell & Poth, 2014, p. 338). This is an indication of the extent to which an empirical
measure reproduces the real significance of the topic under deliberation (Babbie 2021, p. 151).
This study examines the impact of financial literacy on entrepreneurial growths. Bryman &
Bell (2011, p. 47), once again stated that there is need for researcher to put into consideration
the face validity which comes to play when you ask people with expertise in the field if the
concept that is being measured reflects the aim of the study. However, construct validity is of
relevance, since it is based on hypotheses about the likely connection between the concept of
interest (financial literacy) and another concept (entrepreneur’s growth and success) in order
to establish if the instrument is tied to the concepts and the theoretical framework that is

employed.

Financial Literacy Measurement

According to Cole & Fernando (2008, p. 2), financial literacy has no standardized
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measurement. The United States Agency for International Development (2009, p. 23) used
finance related knowledge, (awareness of sources of finance, awareness of business finance
technology and consumer financial literacy), finance related business skills and information
skills to measure financial literacy for an entrepreneur. Sucuahi (2013, p. 45) used budgeting,
record- keeping, savings, and financial competence to measure financial literacy.

In this study, financial literacy will be measured by banking services literacy and book-
keeping literacy.

Entrepreneurial Growth Measurement

There’s no clear-cut path to measuring entrepreneurial growth because everyone regards
dimensions of entrepreneurial growth differently (Desai, 2017, p. 3). Some individuals
measure growth by pure dollars and cents, while others focus may be on market niche
(Gazdecki, 2019). Traditional accounting-based measures of performance like sales, revenues
or profits serve as a different approach to measuring entrepreneurial growth (Desai, 2017, p.
3) and according to Zapata (2019), revenue is the obvious indicator of whether a business is
growing, and so many aspects of a business is reflected in sales revenue. This study will
measure entrepreneurial growth with sales revenue.

3.6 Transcription of data

The researcher interviewed the respondents one by one. The interview was based on the semi-
structured questionnaire prepared by the researcher and evaluated for reliability by an expert.
The questionnaire was drafted by the researcher in consultation with an independent
researcher in the field of education and management sciences in Nigeria.

The duration of the interview was recorded. One question after the other was done while the
researcher takes note of the respondents’ responses to some questions even though there is a
recording. The purpose of which is to ensure that the written responses are matched with the
recorded ones. The respondents were interviewed individually using the same sets of verified
questions according to theme. After interview, the researcher carefully transcribed the
responses to obtain a virtual copy of the interview. There were several difficulties encountered
upon the transcription which includes the struggle to listen well to the recording due to
technical mishaps as well as proficiency in the English language of some of the respondents.
Nevertheless, the researcher was successful in transcribing the recorded data for the purposes

of obtaining a virtual copy of the interview.
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The researcher transcribed the data from listening to the answers of the respondents in relation
to the given thematic questions in the questionnaire. The difficulty lies in structuring the
responses to the appropriate theme presented in the study. As some questions can often be
included in one or more themes, the researcher carefully considered every answer to the
questions as individual items and lined them up according to the chosen theme to avoid
duplication of the results. Thereafter, the transcribed data were kept in confidence of the
researcher to avoid tampering of the results.

3.7 Data Analysis

After collection, the amassed data ought to be processed and analysed so as to ensure that
there are enough relevant data material for making the planned comparisons and analysis
(Kothari, 2004, p. 122), and according to Cooper & Schindler (2008, p. 90) researchers
generate information by analyzing the collated data. In qualitative data analysis, the empirical
evidence is examined, grouped, tabulate and recombine to answer the research questions
(Eriobunah & Nosakhare, 2016, p. 26). The data generated was compared with what other
researchers have done in other countries, and conclusions was drawn on the findings. For this
study, the analytical strategy used is dependent on the theoretical propositions; the interviews
were done based on questions to elicit opinions that corroborate the theoretical framework
used for this study. The interviews were semi-structured, the questions focused on financial
literacy and how it affects entrepreneurial growth. The fluid nature of the interviews in view
of the topic of the research, enabled the respondents to share specific incidents and events.
The interviewees were also encouraged to throw light extensively on areas they felt relevant
and to give examples. When necessary, probes were used to expand the detail of accounts, and
prompts to specific events in financial literacy and entrepreneurial growth, so as to ensure
robust information was secured. The researcher followed the thematic questioning of the
interview for purposes of coherent discussions among the 12 interviewees. The questions are
grouped based on the themes of the interview for better grouping of the responses. For the
purpose of analyzing the data, first the responses and opinions of the interviewees were
recorded with their permission, notes were taken during the interviews and they were
transcribed later. The main produced data are the result of interviews and which in fact consist
of the verbal responses, comments, ideas, discussions and interactions of the participants. In

the next step, the data were categorized and when the area of study was fully determined
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decision about the initial interpretation of the results and creating a set of general topics was
made. This set of general topics was later used for categorizing and analyzing the recorded
transcripts. The categorization was done according to the topics in the interview guidelines
and also the research purposes i.e. impact of financial literacy on entrepreneurial growth, the
categorized data were analyzed and this was done in three stages viz. reduction of data (i.e.
selecting, simplifying, and transferring raw data to an analyzable format), displaying data and
conclusion and testing.

3.8 Limitations and Suggestion for Future Research

One of the limitations encountered in this study was the inability of some of the entrepreneurs
that were interviewed to speak English. This was a setback considering the limited time for
this study. Another was the difficult to get them to open up, some were not willing to disclose
their financial information for security reasons. For future research, | suggest that a study
should be done to cover all the regions in Nigeria, as this one only covers the Southern region
of Nigeria. Therefore, | will also recommend that for further research, quantitative research
with a broader sample size should be taken so as to increase the statistical relevance of the

study and more reliable results.
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CHAPTER FOUR
ANALYSIS AND FINDINGS

This chapter presents the data analysis and findings of the study based on the responses to the
interview questions done with the 12 selected Nigerian companies.

4.1 Business Information

The respondent companies described their individual companies based on the degree of their
educational attainment, the kind of services they cater, ownership of the company, location of
business, age of the business, starting number of staff, staff strength, and revenue over the
years. Table 1 presents each company respondent’s responses to the questions. As seen on the
table, most of the respondents are not a certificate holder. Some have bachelor’s degree, while
few have master’s degree. This can attribute to the bank services literacy of each company
owner, being financially literate by obtaining bachelor’s degree in business related fields as
well as specialization in the business sector. Most of the companies engage as service
providers while others have engaged in retail and wholesale business, and few are engaged in
food and mining industries. Only one company is a private limited company, while the others
are owned solely by the respondent owner. As to the location, they are all situated in the center
of commerce in Nigeria. As to the years of being in business, the range is within 5 years to 22
years. The staff ranges from 1 years, only 4 companies have reported the revenue to have

grown, while the others have poorly developed revenues over the years.

Table 1: Business Information

Company | Education | Service Ownership | Locatio Business | Startin | Staff Revenue
name al s n age g strengt
attainmen | offered Staff h
t
Master’ Producti | Sole Port 12 yrs 12 30 Grown
Nero sholder on proprietors | Harcou over
Enterprise company | hip rt, the
S Southe years
m
Nigeria
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Not a Service | Sole Benin | 5yrs 1 1 Poor
Mavis certificat provid proprietors | City, overthe
Photograph | eholder er hip Southe years
y m
Nigeri
a
Bachelor’s | Service | Sole Benin | 5yrs 2 2 Grown
A Division | degree provid proprietors | City, over
Interior holder er hip Southe the
concepts m years
Nigeri
a
Monica Not a Service | Sole Warri, | 6yrs 5 5 Poor
Beauty certificat provid proprietors | Southe overthe
Home eholder er hip m years
Nigeri
a
Not a Service | Sole Yeneg | 5yrs 3 3 Poor
Blesmon certificat provid proprietors | 0a, overthe
Creations eholder er hip Southe years
m
Nigeri
a
Gortub Master’ Mining | Private Okpell | 22 yrs 10 32 Grown
Internation | sholder compan | limited a, over
al Nig. Ltd y compan Southe the
y m years
Nigeri
a
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Not a Food Sole Benin | 10 yrs Poor
Mama Ebo | certificat busines | proprietors | City, overthe
Restaurant | eholder S hip Southe years
m
Nigeri
a
Not a Retail Sole Ughell | 5yrs Poor
Chuks certificat and proprietors | i, overthe
Boutique eholder wholesal | hip Southe years
e m
business Nigeri
a
Not a Retail Sole Benin | 8 yrs Poor
Martins certificat busines | proprietors | City, overthe
superstore | eholder S hip Southe years
S m
Nigeri
a
Master’ Service | Sole Asaba, | 7yrs Poor
Divine sholder provid proprietors | Southe overthe
rental er hip m years
services Nigeri
a
Amedu Not a Service | Sole Port 11 yrs Poor
hotels certificat providi | proprietors | Harcou overthe
eholder ng hip rt, years
Southe
m
Nigeria
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Osayi
catering

services

Food

busines

Benin 10 Grown
City,
South

Niger

Master’ Sole 12 yrs 3

sholder over

the

proprietors
S hip

years

4.2

Financial literacy is measured through banking service literacy and bookkeeping literacy.

Financial literacy

4.2.1 Banking Service Literacy

Table 2 presents the banking service literacy answers of the respondents. It is categorized into
bank accounts for business, daily cash keeping, bank credit product availed, bank loan
requirements, other useful services, and respondents’ banking services knowledge.

The data shows that one third of the respondents use savings account in their business, and
the rest uses their personal savings account for the business. One third also signify accepting
cheques or transferred payments, and the rest deposits their daily cash through bulk deposits
in bank. One third of the respondents also use short- or long-term loans and overdraft while
the others do not use any bank credit product from banks. The four respondents who use bank
credit products also knows the basic bank loan requirements, while those who do not use any
bank credit products are not knowledgeable of the requirements. All of the respondents know
the use of mobile banking in their business. It is notable that those who use bank credit
products also use other useful bank services such as bank order, money transfer, and payment
of utilities, while those who do not use bank credit products only use mobile banking in their
business. It is also notable that those who use bank credit products have knowledge of banking
services, while those who do not use banking products have no knowledge of banking services

other than mobile banking.

Table 2: Banking service literacy

Bank

Company

name

Bank

account

Daily
cash

keeping

credit

produc

Bank loan
requiremen
t

Other
useful

services

Knowledge
of
banking
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t services

Nero Savings Accepts Short or Account Mobile and Yes
Enterprise and current | cheque longterm | balance, bank | internet
S accounts or loans, statement, banking, bank

transferre | overdraft | financial order, money

d statement transfer,

payment payment of

utility and
cable tv bills

Mavis Personal Bulk none Do not know Mobile banking | None
Photograph savings deposit
y account
A Division Savings Accepts Bank Account Mobile and Yes
Interior and current | cheque loans and | balance, bank | internet
concepts accounts or overdraft | statement, banking,

transferre finantial money transfer

d statement

payment
Monica Personal Bulk none Do not know Mobile banking | None
Beauty Home savings deposit

account
Blesmon Personal Bulk None Do not know Mobile banking | None
Creations savings deposit and money
account transfer

Gortub Savings Accepts Bank Bank Mobile and Yes
Internation and current | cheque loans, statement, internet
alNig. Ltd accounts or overdraft | financial banking, bank

transferre |, and statement,and | order, money

d vehicle tax returns transfer

37




payment finance
Mama Personal Bulk none Do not know Mobile None
Ebo savings deposit banking and
Restauran account money transfer
t
Chuks Personal Bulk None Do not know Mobile banking | None
Boutique savings deposit
account
Martins Personal Bulk None Do not know Mobile banking | None
superstores savings deposit
account
Divine Personal Bulk None Do not know Mobile None
rental savings deposit banking and
services account money transfer
Personal Bulk none Do not know Mobile None
Amedu hotels | savings deposit banking and
account money transfer
Savings Accepts Bank Balance sheet, | Mobile banking | Yes
Osayi and current | cheque loans and | bankstatement, | and money
catering accounts or overdraft | and business transfer
services transferre proposal
d
payment

4.2.2 Bookkeeping Literacy

Table 3 presents the bookkeeping literacy answers of the respondents. It is categorized into
knowledge of financial statement, performance of financial analysis to business, books of
account knowledge, bank reconciliation usage, and help of bookkeeping knowledge to

business. In terms of bookkeeping, only three respondents have knowledge while the others
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do not. However, in the performance of financial analysis, only one respondent calculates

current and previous financial statement ratio. Only four respondents signify to the use of

books of account, while the others do not have knowledge of such. The usage of bank

reconciliation is also manifested by those who have books of account knowledge, while others

do not use bank reconciliation. Only the four respondents with bookkeeping knowledge

signify to the help of such in the business, while the others who do not have bookkeeping

knowledge answered none.

Table 3: Bookkeeping Literacy

Company Knowledge | Performance Books of Bank Help of
name offinancial | of financial account reconciliati bookkeepin
statements | analysis knowledge onusage gknowledge
Yes None Cash book, Comparing Monitor
Nero balance recordsto incomeand
Enterprises sheet. Sales know the expenses
journal difference
Mavis None None None None None
Photography
Yes None Purchase Cross Gives
A Division book, sales checking informationon
Interior book, general bank financial state
concepts ledger statements of business
Monica None None None None None
BeautyHome
Blesmon None None None None None
Creations
Yes Calculates Balance sheet, | Verify Gives
Gortub current and cash book, difference in | informationon

International
Nig. Ltd

previous
financial

statement

sales journal,
purchase

journal

bank records

financial state

of business
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ratio

Mama Ebo None None None None None
Restaurant
Chuks None None None None None
Boutique
Martins None None None None None
superstores
Divine rental None None None None None
services
Amedu hotels | None None None None None

Yes None Cash book, | Check Gives current
Osayi sales journal, | differences in | financial state
catering purchase personal ofbusiness
services journal recordsand

banks

4.3 Entrepreneurial Growth

Entrepreneurial growth is measured by revenue and staff strength.

4.3.1 Revenue

Table 4 presents the revenues of the respondents over the years.

The data reveals that Nero Enterprises, A Division Interior concepts, Gortub International

Nig. Ltd., and Osayi catering services have growing revenues over the years. This is attributed

to the company’s knowledge of banking services, as well as bookkeeping literacy. It can be

noted that the proprietors of the abovementioned companies have either a bachelor’s degree

or master’s degree. The rest of the respondent company reported a poor revenue over the

years. This can be attributed to the lack of banking service and bookkeeping literacy.

Furthermore, the proprietors of the poorly performing companies do not possess a certificate
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or higher education attainment.

Table 4: Revenue

Company name Revenue

Grown over the years

Nero Enterprises

. Poor over the years
Mavis Photography y

- . Grown over the years
A Division Interior concepts

Monica Beauty Home Poor over the years

] Poor over the years
Blesmon Creations y

. . Grown over the years
Gortub International Nig. Ltd y

Poor over the years
Mama Ebo Restaurant y

] Poor over the years
Chuks Boutique Y

: Poor over the years
Martins superstores

- . Poor over the years
Divine rental services

Poor over the years
Amedu hotels y

: . : Grown over the years
Osayi catering services

4.3.2. Staff Strength

Table 5 presents the staff current staff strength of the respondents.

The data shows that only Nero Enterprises, Gortub International Nig. Ltd., and Osayi catering
services have increased their number of staffs over the years. This can be attributed to the

growth in the revenue each company has over time. Furthermore, the increase in revenue and

41



staff can mean increase in production and sales which equates to increase manpower and labor

force. The rest of the respondent companies have retained their starting number of staffs. This

can be attributed to the poor revenue over the years, with the exception of A Division Interior

concepts, that means that the business does not need more manpower or additional labor force

to operate because of fairly low demand of the products catered by the companies.

Table 5: Staff Strength

Company name Staff strength
Nero Enterprises 30
Mavis Photography 1
A Division Interior concepts 2
Monica Beauty Home 5
Blesmon Creations 3
Gortub International Nig. Ltd 32
Mama Ebo Restaurant 3
Chuks Boutique 1
Martins superstores 2
Divine rental services 2
Amedu hotels 8
10

Osayi catering services

Summary
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Table 6 presents the summary of the chapter.

To summarize the findings, the business information of the respondent companies is described
as mostly sole proprietorship, most of them are engaged as service providers, retailing,
production, and catering. The respondent companies are also located in Southern Nigeria with
the estimated range of business operations from 5-15 years at least.

The banking service literacy also indicated that most of the respondents deposit money
realized from their business. They are also aware of credit facilities by the banks. They also
have knowledge of basic banking services such as mobile banking. However, most of the
respondents signify to the lack of knowledge of the basic requirements of bank services such
as loans and uses their personal savings account for the profits gained in the business.

The bookkeeping literacy of the respondents are limited to maintaining books of account for
business growth. Most of them signified that they hire experts to maintain and keep the record
or book accounts for their business because they lack the knowledge to do so. Furthermore,
most respondents indicated that had they known how to maintain bookkeeping, it could have
helped their business grow. The entrepreneurial growth of the companies is based on their
revenues, staff strength, and personal qualities. Most of the respondents reported to have a
poor revenue over the years. Their staff strength has also not increased but remained over the
years. However, most of them recorded that the setbacks experience in the business does not
discouraged them to try and improve the business. They also reported to have the ability to
raise funds out of other resources.

Table 6: Summary

Subject Concepts Component

Sole proprietorship

Service provider

Retailing
Business Description of Production
information business Catering

Located in Southern Nigeria

Age 5 — 15 years

Deposit money realized from business
in the bank.
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Financial Literacy

Banking Services

Literacy

Aware of credit facilities provided by
various banks.

Knowledge and usage of banking
services has added value to business.

Business has a corporate account.

Use personal account for business.

Aware of the requirements for securing

bank loans

Maintain books of accounts

Book-keeping
Literacy

Books of accounts very relevant for

business growth

Use the books of accounts in making

business decisions.

The knowledge it would have helped
the business if I had it.

Employ people who have knowledge
of bookkeeping to handle my business

books of account.

Entrepreneurial
Growth

Revenue

Growing annually

Stagnant growth

Staff strength

Reducing yearly

Increasing yearly

Personal qualities

Resourceful

Ability to raise funds from different

Sources

Setbacks in business have not
discouraged me from continuing withmy

business.
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CHAPTER FIVE
DISCUSSION AND CONCLUSION

5.1 Discussion

The analysis in the previous chapter showed that some of the respondents have a good
knowledge of banking services as they operate corporate accounts for their business,
channeled all daily cash payments to the business bank accounts, are aware of credit products
available at the banks and even other products apart from credit products, are conversant with
the requirements for securing a loan at bank, and agreed that the knowledge of banking
service have benefitted their businesses. This is in agreement with Siekei et al., (2013, p. 133)
who stated that consumers of financial products with financial literacy often make informed
decisions when choosing financial products. With their financial knowledge they are able to
assess financial products like bank accounts, saving products, credit and loan options,
payment instruments, investments, navigating complex loan application procedures so as to
make optimal decisions. However, some respondents use their personal banks accounts for
their business, thus making it difficult to separate self from the business as an entity. They do
not deposit their daily proceeds at the bank, thus affecting their credit rating at the banks
because of low activity on the bank account and this reduces the maximum loan available to
that entrepreneur (Mills & McCarthy, 2014, p. 11). They are neither aware of credit products
available to them at the banks nor know the requirements for securing loans at the banks, this
is supported by Nunoo & Andoh (2012, p. 21) who posited that entrepreneurs’ financial
literacy is very relevant to explaining how their businesses use financial services. When an
entrepreneur have low financial literacy, it makes it difficult for him to understand financial
products, resulting to his business being unable to assess financial products available at
financial institutions for assisting SMEs. However, those with high financial literacy exploits
all relevant avenues, and sometimes competitively, in securing these financial products.
From the above findings, the respondents know the value and benefit of the books of accounts
when they shared that they maintain them in their businesses. This agrees with Wise (2013,
p. 31) who stated that an entrepreneur that has a high level of financial literacy is bound to

be careful with the financial statements knowing the value and relevance, he therefore ensures
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that it is updated to supervise his business in order to meet up with other obligations like fund
raising and repayment of loans. In addition, these entrepreneurs claimed that their knowledge
of bookkeeping has helped their business to grow, thus corroborating the postulations of
Ezejiofor et al. (2014, p. 78) who affirmed that SMEs that kept proper accounting records are
able to measure and monitor the performance and growth of their businesses, since the
information from the books of accounts are very crucial especially in decision making that
borders on competitive advantage, expansion, business planning and budgeting, filing tax
returns etc. However, some of the respondents stated that they do not have any knowledge of
bookkeeping, but they confirmed that if they had the knowledge, it would have helped their
businesses. Their businesses could have been bettered especially as appropriate accounting
ought to be an active steering device for operating a business (Ezejiofor et al., 2014, p. 70).
Financial literacy has made the respondents to be resourceful, face difficult business
situations and broaden the areas and means of securing loans for sustaining their businesses.
Even those that lack financial literacy also testified that it certainly would have benefited
their businesses. This supports the findings of Eniola & Entebang (2016, p. 32) who stated
that in order for an entrepreneur to exhibit effective financial management strategies to
enhance the growth of an enterprise, he needs to have financial literacy as this will give him
the needed financial knowledge and abilities. Perhaps, financial literacy affect financial
access, and thus the performance of businesses. Atkinson & Messy (2012) in (Potrich et al.,
2015, p. 364) also stated that the positive outcome of being financially literate is determined
by behaviour like planning expenditures and building insurance, conversely, indisputable
behaviours, like extreme use of credit, may reduce the financial well-being of the individual
is considered as a key element in the personal decision-making process which improves
business growth and development. Financially literate clients make better financial decisions
and maintain a better overall financial wellbeing. Financial literacy education provides an
individual with the ability to recognize commercial opportunities, knowledge, self-esteem
and skills hence, improving his business performance (Aminu, 2016, p. 175; Kisunza &
Theuri, 2014, p. 3).

5.2  Conclusion
The Resource view theory states that the determinants of business growth are knowledge,
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motivation and entrepreneurial know-how. It suggested that there are internal and external
resources in an enterprise that gives it a competitive edge. Furthermore, it showed that
everything about the business revolves around the entrepreneur and how he sees opportunities
that the business can benefit from (Penrose, 1959, p. 160). The present study is in consonance
with the resource-based theory. The knowledge of banking services and bookkeeping gives
the entrepreneur the edge to alleviate the status of his business and improve the services he
provides. From the findings of this study, banking services and bookkeeping literacy have
been found to affect entrepreneurial growth. It has made entrepreneurs to be resourceful and
given them a better understanding of more avenues of sourcing for funds to invest in their
business, which have resulted in increase in their revenue and growth of their businesses.
Those that do not experience this positive turnaround, also agreed that possession of financial
literacy (banking service and book-keeping) would have added great value to and improved
their businesses.

Interestingly, some of the entrepreneurs are not aware of some banking services and the
financial products available in the banks despite the fact that they visit the banks often since
they have accounts there where they save their money. Also, some of them do not keep records
of their business transactions since they do not have the knowledge of bookkeeping, this is a
setback for their businesses because it will be difficult for them to monitor the progress and
performance of their businesses and will not detect when the business is experiencing a
financial loss until it is too late.

This study revealed that entrepreneurs who are not privileged to acquire financial literacy,
have high regard for such knowledge thereby making them to employ those who are
financially literate. They are also of the opinion that the absence of financial literacy enhances
the challenges they encounter in their businesses. Therefore, financial literacy has an impact
on entrepreneurial growth in Southern Nigeria.

Finally, financial literacy ensures that individuals are equipped with financial understanding
and practice good financial behavior such as making budgets, savings and making strategic
investments that will ensure the meeting of short- term obligations whilst maximizing long
term financial wellbeing. Its absence is of serious consequences to any business as it can lead
to its collapse, and according to Wise (2013, p. 36) an entrepreneur’s financial literacy is an

important key to the growth of a business.
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5.3

Recommendations

From the findings above, some entrepreneurs experienced stagnant growth in their
businesses, and the longer it lingers the higher the chance of the business folding up.
This setback has been attributed to lack of financial literacy. In this regard, government
agencies and financial institutions should do more to give financial literacy to
entrepreneurs who patronizes them, especially those in the informal sector were many
collapsed business are found. This will reduce the rate at which businesses fail or
foldup, thereby increasing the informal sector’s contribution to the nation’s GDP.
Financial institutions should make the keeping of accounting books mandatory for any
entrepreneur or business that wants to benefit of their credit facilities.

Financial institutions and concerned government agencies should create more
awareness on their financial packages/credit facilities, this should be done in
indigenous languages so as to reach out to those in the informal where majority are

illiterates. So as to execute the preceding recommendation.
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