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Abstract

Small and medium scale enterpnises (SMEs) form Ihe becrocH

of significant growth in many developing economss of the
world. Owners of SMEs however, are influenced by cenan
spcio cultural factors in the bid to making Sounc Snancia
decisions. Financial [feracy 1S the acquisifion of Snancial skalls
and knowledge by individuals with a view o sarrEg MOE,
spending less and getting things done appropnatesy This
paper examined the influence of socio-cultural Baciors o7 the
financial literacy practices of micro-enirepreneus 0 Kwars
state. Religious belief cultural concepbics of financial
management and group membership servec =5 proxies for
sacio-cultural factors while book keeping srachice and
utilization of financial services were proxies for Enancial Meraly
practices. Primary dafa were obtained from sgdacied miCIo
entrepreneurs across the three senatorial oSICEs of the state.
Data were analyzed using binary logistic and the
results showed that culture and group membership have
probable significant influence on each of the prowies of Snancial
literacy practices while religiosity was found o o€ stafistically
insignificant at 10% alpha level. The study therefore
recommends that government in conjunchon wih financial
institutions should start fo promote various Snancal education
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programs so that micro-entrepreneurs will be able to get basic
and advanced financial knowledge through organized
seminars and workshops. These programmes should focus
particularly on important life-planning aspects such as basic
savings, debt, insurance, retirement plans or pensions.

e e T

Keywords: Socio-cultural, finance, literacy, micro-

entrepreneurs

1.0 Introduction

More often than ever, financial literacy is increasingly
becoming a highly discussed phenomenon in today's financial
world, it is becoming sssential not just for macro sector
investars, but also for amall and medium scale entrepreneurs:
The need for financial literacy among all and sundry lies in the
fact that the financial literacy of an individual investor OF
entrepreneur goes a long way in enhancing or dis-enhancing
the financial status of the individual (Houston, 2010). Howevar
despite the importance and relevance of the concept 10 At
modern business outfit, the term has been less popular |
practice especially among many SMEs in the developit
country (Bashir, Arshad, Nazir & Afzal 2013}, According
financial literacy survey of Nigerian entrepreneurs con
by the Central Bank of Nigeria (CBN) (2010), 2 out
entrepreneurs scored a grade of C when it comes 16
personal financial practices. In other words, entreprans
Nigeria are generally rated

low in terms of theil g
knowledge and practices reflecting financial literacy.
(2014) evaluated the financial literacy of micro entre
South Africa and his finding revealed that majority off
entrepreneurs in South Africa are financially illiterale &
take advantage of the available bank services, thi
their business growth. Corroborating the above Ass
Association of Certified Chartered Accoufian
observed that a major challenge faced by financia

-
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generally is the low level of financial awareness amony small

business owners.

. This paucity of financial literacy praclices a _
_.:.wm_,___, etal (2013) has been a nn::wh% _-hwnwnﬂ_“i_nm
rereasing financial woes of many small and madium scale
enterprises in developing countries. According (o Wae (2013)
increase in financial literacy levels %E».u load fo Ea___,m
ulilization of conventional financial services. Alsg, K
(2009) asserts that wealth, higher lg By anc
education are related to financial litera
has a positive relationship with econom

he significance of this study therefo ™ I

] o f i __ P 3.. ﬂ
”.T_E its focus H.u_" inquiry centres on the assesame oﬂ_ L:t:nm”__
H;Emnﬁ practices of small and me scale onlerprises
(SMEs) which have been observed through vanous studies as

being a vital engine of development in any modam sociaty

_H_ﬂh__@.wm_*_“ 2009; Okpara, 2006, Koenen, 2008, Clatunj)
_:_u,.r .E._‘m“ 2014), Apart from mjnﬁmmm.@q por n-_zm- ncome
andd nh_.ﬁ,ﬁcn:qm output, SMEs create smployment
,.T__.u:&...,::ﬁm_ enhance regional financial markets through
inidustrial dispersal and generally promote effactive resource
_.“:__m.m:c: considered critical to engineering sconomic
development and growth (Ogbujuba, Ohuche and Adenuga
t%f“_o_mm%?_ 2004; Olatunji, 2013). ;
n other words, there is an urgent naed (6 put i ve
“””ﬂmmw in this important aspect of human ____.._-:nw- nﬂ“ _“_ﬂm
.,.:wvm_.:c..t_ _mu ﬂmm::__: the attainment of financial Inclusion and
: a les users of financial products make effective financial
”,_” ”.._.f_o:w across a wide range of finaneial contexts (o improve
__:_.__“__ﬁ_manwa ic well being. Furthermore, an Incrensing financial
;_w, will enable financial service providers to understand the
lends of their customers, products and associated risks

i v

u_ﬂ“mao,wﬁmu. .H. chnically, financial literacy 18 an activity which
5 not oceur in a vacuum, rather, like many othar human
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behaviours, is influenced by series of factors ranging from
personal characteristics 10 various economic, psychological

and environmental factors.
Due to the importance of these factors, various studies

have been carried out in order to examine the influence of these
sactors on financial literacy practices. However, the uniqueness.
of this research undertaking lies in the fact that many other
previous studies have focused more on financial litera
behaviour of individuals at the macro level, ignoring the SME
which are regarded as the engine of econamic development

any modern society, more so, apart from the fact that su .
studies concentrated more on the macroeconomic sector, su
studies most times ignored the importance of socio-cultu
factors as an important influencing factors of human behavi
in virtually all social situations. Hence, & study such as this i
really timely not only because vibrant financial literacy is @ Sif
qua-non for effective functioning of modern entreprenaurs b
also because these entrepreneurs are product of a 866
cultural milieu and these socio-cultural dynamics to @
extent have a way of influencing their financial litel
practices. Hence, this research work is an attem

empirically examine the socio-cultural features of the
scale entrepreneurs in Kwara state and at the Sams
examine the influence of these factors on financial Il
practices of the entrepreneurs inthe state. '

2.0 Conceptual Clarifications
In order to make the discussion more schol

the need to make a brief conceptual review of somea it
terms relevant to the better understanding of the papsl

2 1 The Meaning and Importance of F inancilal
Conceptually, financial literacy i5 an ema
general financial discussions, the term is used 10 &

Sak F b hiu Dia Rikveal ] i A & iy =, Iml 1] »_
ariya ¥ a Ribw 1 _nmn._.__:“__. U_u_:_ﬁ-_ Iy Jimoh .%Eﬂ L] "-. ‘
- m..h._.

e ! i
:“Mﬂzmonmmhwm _ﬂ._auimamm regarding financial issues, i s also
= :_._mzn_.m_o e the behaviour of investars or would be investors
ol et z”: atters. In other words, financlal lileracy could be
i M _.m acquisition of fundamental financial knowledge
e pplication to financial matters: (Thilakam E_m__
detrong 8 (UL RETRAR), horo SUN decapisd
_"_jm:n_mﬁ_ of the term 'financial literacy', Howsver, he describes
o use information relating to finance. He further suggests
at understanding financial informatia ol dus s

wﬂﬂ %m:”q_mmzmm to mum.q. one's financial know _._!ﬂ_._q Ew__ﬂ:
th clal decision making. Kharchenka Olgn .w_.._ g
at financial literacy is the acquisition COBRAT) : o
skills and basic economic concepts required for -_Hﬁn,._nﬁhﬂm_

borrowing decision. Bei .
; eing finan
ﬂ,_d”mﬁ_,m:mcq allows one to mm_,: EQW,_%%!; _:!ﬁ“" ..ﬁ___m_ .
*_:._mmm. _mqm appropriately. This is why 1L s often said _mm”
mnj_:n_m literacy occupies a nm::m.ﬂﬂmai In the quest ﬂ
e M{ﬂ __m: Emﬁ: strategy of financial in u.w__-_n_: (Bashur Eh_w
mncjo.ﬂ_. Mm:ﬂn_ﬂ _T_Mﬁmqmnw has strong bearing on finune il E.:__:_,L
pooncmic gie and SMEs development of By country
ngton. 2006, y country
anaﬂ,mw:u_.ﬂ_mm ﬁ. Sanusi (2012), inelusive growlh in any
of the popuiation, pariainate . 1 SREREINR Rt on
! pa ate in the activities of h
“”wﬁmw _m __“wmmﬁ,md.mw_.\.ﬁnﬂ _M_ %MMM{ _::ﬂm:nﬂr&.g the ch!nn_,__hﬂ“_...”%w__
pricie! 0 sundry In the society He
”__\HM:_MM,“.._,;M%MMM mﬁ%ﬂwﬁﬂ__mmﬂ _qwﬂ_ _:m_iﬂh_? srmall uﬂ_mq"w__._%%m_.
_ ] . It I1s becoming sssentinl
Average enterprise trying to decide how te _m_-_!._nu "hﬂ_ __“__w_ﬁmww

”"”_,__wnmm_ﬁa_,qma__@ and as well improve profitability, Then, it is
E_ﬁw_un %ﬂ:wﬁﬁﬂﬁ:w.._a to acquire, understand, apply _ ‘Em
" Or linan Ills to access and assess finu ™ s
__ dservices in the financial markets. ﬁwnna_:mﬂnﬂ.nﬂﬁmﬂm_w

mhcial literacy has become an important global phenomenon
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because the poor level of financial literacy can lead to making
poor financial decisions that can have adverse affects on the
global economy (Fatoki, 2014).

Houston (2010) opined thal financiz! literacy has been
widely recognized as a viabls 100! for achieving financial
stability and for this reason, significant attention from policy
makers across the world needs to he shiftad towards the
adoption of financial literacy for the attainment of economic
growth. In the context of micro enterprises, the United States
Agency for International Development (2009.p.13) defines a
financially literate SME owner/manager as ‘someong who
knows what are the most suitable financing and financial
management options for his/her business at the various growth
stages of his/her business; knows where fo obtain the mosl
suitable products and services; &nd interacts with confidence
with the suppliers of these products and servi ces”.

In other words, financial literacy is a term which hal
gained the attention of finance <cholars of modern age; this I8
so because of their observation of the fact that financial lIterag
dynamics potentially have a strong effect not only on W
financial status of individuals but also that of the entire finang
world. In addition, more recent researches cn business i
have also called attention to the importance of financial e
practices among small scale entrepreneurs because ol
potential positive effects on tha overall economic develapis
of any modern society. .

2.2 The Conceptof Entrepreneurship
Entrepreneurship has been an important
endeavour from time immemorial and due to its Impors
the general economic discourses, it has been one of
debated academic discourses of all time from Karl!
Adam Smith: in Economics, Business Admine
Accounting and Finance and to Sociology |
entrepreneurship has been directly or indirectly 6N

tnemed to be micro, small
number of employees: as
tombination of employe

Hstermine the size of a fi i
bsiness firms has ﬂmz%a_ In Nigeria, tha definitian of sl

(Owualah,
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Mmmww_, Mﬂn:mmm\uﬂ discussion. Conceptually, an entrepraneur (s

arganizati organization or government that establishes

m_ﬁmwmﬁ_wﬂ uﬂx “MMH_” c_.mommmq personal aims (Olagunju no%._"._
eth, 2008, Salihu, 2008) Accordingt \Dall’ _

to seek investment o ities |
: pportunities in an en Y
._M establish and run a business outfit %3-:_-ag-c_n
identified opportunities. By grave m:ﬁw.... ; 3 based on
entrepreneurship as the creation of .ﬁ_ fof ! 1081) g_.__.__-_n
new ( 0

pursiie an economic opportuni :
] ity. Also,.
the staie of being an m::mEm:M: to innov
achievement orientation indices (McCle ..
and Sm m_mqu 1882; Gartner, 1988) |
ccording to Shane .chm.m. entraprene
M " .ﬂu. AN : m: .
Wmmﬂ%wﬁwq as "one who undertakes _?_33- ?_.!.h. ,n“u
mnaloa_mnﬁam: in an effort to transform __.__._.E-__,o:- ﬂ._u_n_
Al goods”. According to Drucksr (1084
_3 #:w mwﬂﬁm:__n is about taking risk. The wark of M _-__-_._r
y to mid-1960s suggested I
wmmmwwwwqﬁ%_z_ﬁ H__mm in achievement o._q_uzi__“___._ ____H_OF-_ -:rn
H s ling to him, the zeal to achieve | _
Fx%_..,,mm_‘_ﬂ monwnﬂM{M ﬂ goal in relation B.m.-,nh____ig_._‘ wm_u-u“”.“
: ulture of th _ John
:.m,____,_un_j & Brearley, 1991), o
nterms of weight and size of i ailie
fe ; nvestm
“_ “w M_mmﬁmm__"_ma as been micro or macro __..._,_..._.nE"-__.,__r___.ﬁ vﬂﬂ:;
r;ﬂx m_,mm to be no consensus among scholars -_“_m_. ﬂ.._-
concerning the point at which a business n:_!nw_..-u- _H

or medium. Several crilarin s
sets acquired; sales Eg!n- :-nhn-“
es; sales and asuels are used 1o

d over the years A

1988). The definition of small scals inaifiutions

sty varlen
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with the culture and peculiar circumstances of the person
attempting the definition. The Nigerian Bank for Commerce and

Industry (1990) defined a small-scale enterprise as one whose
N750.000 whereas the federal

capital does not excecd N/
government in 1973 viewed small scale industries to include all

trading and manufacturing units with a total capital investment
up to NB00,000 and pald empicyses up to fifty persons
(Ikharehon, 2002). However, Osaze andAnao (1981) defineda
small scale business as any business undertaken, owned,
managed and controlied by not more than two entreprenaurs,
has no more than twenty employees, has no definite
organizational structure(i.e all employees report to the owners)
and has a relatively small share of its market. Inferring form the
above therefore, it could be deuced that entrepreneurs
naturally deals in finance and as such are important elements:
of the financial economy. The above notwithstanding, it has
been variously observed by several analysts that most sm
scale entrepreneurs are under-utilizing several financ
services available for them and this has been one of the maje
tactors for the low financial development of man
entrepreneurs in this category. Although, several factors hil
been adduced as being responsible for this ugly trend bubib
the conception of these authors thal socio-cultural features
the entrepreneurs are a major factor which influence
entrepreneurs' disposition about financial matters, |
Ltilization of financial services and general financial il

practices.

2 3 Socio-Cultural Factors Influencing Financial LI ...__”

Practices of Entrepreneurs .
Saveral studies have been carried out on O

literacy and entrepreneurship (OECD, 2005; Koen
Nunoo, 2012: Bashir etal, 2013; Sacuahi, 2013; Fatokl,
However, these studies have not explicitly assesl
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_ﬂwwojm_:_n between socio-cultural facters and the financial
i nw.. evel and practices of entrepreneurs. In other words
m:ﬂmcmﬂ esent effort is geared towards the analysis of the

[ _ n_“m of socio-cultural factors on financial literacy practices
M small scale entrepreneurs. According to Marris (1965)

uman being is essentially a socio-culturalbeing and the BOCI0-
cultural environment is the major um_m_._.mmmﬂ:_.__.:! __..._m:-:nnh

the behaviour or dispositions of

_ . ispo: people -

virtually all life situations. Akpokerere (20 :wﬁhﬂ“ﬂw_.ﬁ__:
called on researchers in various soclal seisnce !_..m
management disciplines to put a vested interast in the study of

the influence of culture on vari facts
various soc r
because of the potential influence of iy oo

behaviour generally. ot et el
| The import of the above therefor .
w._mmﬁmnw. s culture embedded and Sm_.mﬁwﬂui_--h_.__.%_-“”._ nu_....___.__uq_w“r
w:_u_mnﬂ should put more interest in studying the socio-cultural
eatures of financial actors, and how differances i socio-
mwozoa_n wmnxm._dc:a, values and _um__mmmwﬂ!? altitudes and
“ mwwma norms influence their financial behaviour This (s
zmm#cmm socio-cultural factors have a substantial Influsnoe in
B ﬁunm:ﬁm%ﬁ:m:_. as well as their financlal practices (Katz
P __ im nm___mccw_,_ For example, social and cultursal EEE.__
aa,ﬁ,.,mwmmom a high value on record keeping, use of financial
B es, savings, life after retirement, investment sle are
wore likely to Instigate positive financial literacy practices than
_s%m_m_.nc:cﬁm_ environment with contrasting velues (Islam
poo; | uller and Thomas, 2001) In other words, there are ot
) socio-cultural factors which are observed to have Influsnce

financial literacy practices of the
er _ .
se factors are highlighted below: ARINTN dome of
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