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Abstract: Accounting practice provides a window to evaluate performance and determine sustainability of an entity. This
study examined accounting behaviour of small and medium enterprises focus on sustainability and growth. The study adopted
survey research design and questionnaire was structured into 4 points likert scale, responses through stratified random
sampling were collated. Data gathered were analysed using descriptive statistics, paired sample t-test and Pearson’s product
moment correlation analysis. The results demonstrated that good accounting behaviour enhanced measurement of resources,
internal control assessment and growth of SMEs. This study recommended that government and owners of SMEs should
collaborate through capacity building in exposing the owners of SMEs to embrace a culture of record keeping so as to enhance

sustainability and growth in the economy.
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1. Introduction

The involvement of Small and Micro Enterprises (SMEs) to
the economic advancement of most developed countries is
overpowering. This is because the sector provides reasonable
employment to majority of the country population, thereby
contributes adequately to the improvement in revenue growth
of government. Owners of these enterprises pay income tax,
VAT and withholding tax as well as providing income and
wages to households. The growth of SMEs in a developing
country also contribute significantly to increasing the scope of
the direct sector in the economy by reducing poverty rate
through fiscal transfers of income from employer to employee.
SMEs play important role in the facilitation of social and
economic development, its sustainability is a strategy policy of
the owner’s through a favourable fiscal and monetary policies
of the host country. Small and medium enterprise is defined in
different perspective ranging from asset base and number of
staff /employees which is also connected to their financial
status. Central Bank of Nigeria (CBN) describes SMEs as
economically self-determine establishments with about 11 to

300 employees and an annual debit turnover of between N5
million to N300 million. Small business owners contribute
significantly in the creation of job opportunities and wealth in
Nigeria, its activities has also aided in the growing of the
country economy by increasing her GDP. Basically,
accounting behaviour is a determining factor of every
enterprise sustainability. The reason is that through accounting
records, a business enterprise can evaluate her performance
over time and ascertain whether profit is maximise or not.
Though keeping record of economic transactions appear to be
very complex, but the value of accounting systems is quite
insightful and relevant in ensuring proper financial
management especially in small and medium enterprises.
Having a sound accounting system assist SMEs and other
business entity in an orderly manner prepare efficient and
accurate financial information and control same for business
sustainability. However, as a requirement for granting credit
facility, funds Providers rely mostly on financial information
before considering investment decision as to enable them
ascertain the capacity, coverage and make better forecast about
the business prospect. This is because most businesses
including SMEs have been marked with trend of progress
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miscarriage within short term of operation. A chunk of these
miscarriages is due to the many constraints that hinder their
successful growth such as lack of managerial capabilities,
finance, management moderations, and adequate marketing
skills that would give them a reasonable benefit to sustain in
operation beyond speculation.

STATEMENT OF THE PROBLEM

In Nigeria, general challenges confronting most small

businesses are linked to sudden failure and limited information
on factors that might contribute to business sustainability and
growth. A good number of small and medium enterprises
cannot afford the intricacy of a thorough accounting structure
even if they would have, the accounting system could exist in
memory and most times appears in a single entries and
incomplete form thereby making it difficult for the tracking of
cash flow. Besides, audit of SMEs has demonstrated to be
among the most troublesome engagement for professional
accountants seemingly due to lack of sound system of internal
controls and poor record keeping system in practice. Unless for
legal requirements, they barely give grave considerations to
sound accounting procedures, yet lack and ineffectiveness of
accounting procedures have been liable for early failure of
most of them. However, for a business to sustain its operation
to a foreseeable future period and contribute to growth, such a
business is deemed to keep economic records of event as well
as putting up measures to control resources and evaluate
performance. The research is prompted in Nigeria context
given the relevance of SMEs in economic sustainability and
growth and to further explore on the problem of not being able
to capture the contribution of this sector effectively.

OBJECTIVES OF STUDY

The primary objective of this study is to evaluate the

sustainability of small scale business enterprises in Nigeria.
The specific objectives are;

1. Examine the accounting behaviours of small scale
enterprises effect on business sustainability in Nigeria

2. Examine the extent to which accounting behaviours
effect on SMEs growth in Nigeria.

RESEARCH QUESTIONS.

In response to the problem and the objectives of this study,

this research answers the following questions.

1. What relationship exist between accounting behaviours
of small scale enterprises and business sustainability in
Nigeria.

2. How do accounting behaviours affects small scale
enterprises growth in Nigeria?

HYPOTHESES.

1. Accounting behaviours have no significant effect on the
sustainability of small and medium enterprises in Nigeria.

2. There is no relationship between accounting records and
SMEs growth in Nigeria.

2. Literature Review and Theoretical
Framework

Overview of Small and Medium Enterprises in Nigeria.

Generally, small and medium enterprises is classified into
three groups: micro, small, and medium enterprises. Around
the world, there is no generally acceptable definition of small
businesses owing to the complexity and universal
multiplicity that characterised it operation. Countries like
United States, Britain and many European countries define
small and medium scale enterprises In terms of number of
employee and turnover [16]. In Nigeria, SME is define base
on turnover, number of staff and capital investment.
According to [17] SMEs as one that engages less than 50
persons with a capital outlay below N500, 000. The Nigerian
Industrial Development Bank (NIDB) defined small-scale
enterprises as companies with not more than N750, 000.00 in
project cost.

SMEs are faced with many tasks in an unindustrialized
markets that impede their progress and long-standing
sustainability. About 80% of small enterprises in Nigeria fail
within the first 5 years [4]. However, previous scholars have
recognised the impact of small businesses to fiscal
expansion. Recent review has shown that small businesses
has some elements liable for its failure, circumstance facing
these challenges are summarized into ten factors such as poor
accounting practices, poor management practices, sloppy
bookkeeping, poor market effort, lack of planning, lack of
adequate information about business line, excessive spending
without records, insufficient qualified labour, high cost of
overhead and discounting training, poor knowledge about the
market and experiences, poor management practices, sloppy
bookkeeping, and poor accounting practices [1]. In a
contrary, taxation, lack of managerial skill, inadequate social
infrastructure, poor financing were seen as significant
challenges confronting small businesses in Port Harcourt
between 2012 and 2013 [2]. Businesses in Nigeria are
seriously crippled by the nature of power supply across all
sectors of the economy including businesses, households, and
even government. Having constant power supply is vital for
the set-ups of small and medium scale enterprises. Power
failure adversely affect small businesses and large companies
operations and could cause their untimely exit to other
countries of the world. Nigeria when matched extremely with
other low-income states, like Egypt, Argentina and Brazil,
power outage contribute majorly in most companies
relocating to other countries [3]. Moreover, some socio-
cultural certainties are seen as key dynamics disturbing
businesses and are capable in reducing business leader’s
innovation and capabilities for successful business start-up.

Small and Medium Enterprise Financing and Sustainability

The success of every business is dependent on the level of
funding and it relationship with external environment.
Capital play significant role in the sustainability of small
business because it serves as a principal factor in the
acquisition of resources [10]. Though, in developing
countries, Small businesses are faced with the problem of
assessing required capital and this hinders their growth and
sustainability. In Ghana, SMEs in Kumasi is constraint of
high interest rate, lack of business certification, no financial
security and pitiable business plan constitutes constraint to
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access fund [15]. Several government effort to resuscitate
small and medium enterprises in Nigeria has not yield any
good result due to administrative bottleneck in obtaining soft
loan from micro finance institution [18]. Micro-finance
would only offer credit facilities to SMEs with a worthy
financial records, security, sustainable performance, worthy
rapport with the bank etc [35]. Despite the challenges facing
SMEs to obtain credit facilities in Rwadan, there exist
significant connection between microfinance credit and small
business performance in respect of profitability, growth and
expansion of capital base. However, the survival of small
businesses depends on access to credit, Capital and
favourable regulations which are essential necessity to
succeed in a business enterprise [19]. In her study [22] found
a significant relationship between microcredit institutions and
SME development in Anambra state of Nigeria. Inadequate
collateral are the most difficult problem confronting the
successes of Small-scale businesses in Nigeria [29]. These
collateral requires by banks has made so many small and
medium enterprises critically ill of fund thereby awaken their
tendency of depending wholly on personal savings and
inheritance. Among other sources of business financing,
supplier credit and personal savings are classified as best
sources of capital for small trades in West Africa [10]. Access
to finance by SMEs indicated optimistic relationship with
economic growth while Interest and Inflation rate indicated
adverse and optimistic effect on economic growth [12].
SMEs in Algeria is fragile, as a result its contribution to job
creation and economic development is grossly insignificant
[8]. Similarly, poor government policies, incentives and
tariff, sour state of infrastructure in Nigeria impinge on
SMEs, thereby making it very fragile to contribute
meaningfully to economic growth and output not significant
[13]. SMEs growth is quite influence to an extent by
government policies. Hence, formulation of favourable
strategies that would facilitate the actualization of SMEs
developmental programme is dependent on government
policy across African countries as advocated [27]. Employing
operative capital management mechanism would also help to
upsurge sustainability of firms [25]. As organization strategy
policy, working capital emphases on sustainable current
assets and current liabilities such as cash and other payables.
These assist business to measure its cash flow over time and
provide procedures of meeting its short-term debt obligations
as there may fall due. Angel financing provide a formidable
source of human, financial and social investment in SME
funding and sustainability in Nigeria [26] while the Studied
on sustainability and company performance indicated that
business performance enable sustainability and growth in
terms of real GDP [7]. Therefore, since SMEs constitute
considerable business operations that could easily drives
needed economic expansion, its collaboration with critical
stakeholders will assist achieve this objective. Moreover,
sustainability of SMEs need to identify with the planet,
people and profit. Notwithstanding, constant commitment of
business in economic development is quite important in
enhancing life of workers, contributing to domestic and

global community well-being and operational sustainability
[12].

Small and Medium Enterprises Accounting behaviour and
challenges.

As a tool for effective decision making, accounting system
has provided a plate form for management to moulding a
successful business not only in terms of profitability but also
ensuring that social responsibilities are carried out well
appropriate. A review of existing body of researches
discloses accurate accounting records help firm to track
economic activities over time. Though the structure of the
accounting system is documented but limited in one way or
the other, these results to some author believing that
accounting information and record keeping is insignificant to
business growth and profitability enhancement. Increase in
the number of SMEs in recent time could be linked to their
positive reasoning in record keeping and several
acquaintance with business key factor [30]. More emphasis
was made on accounting data in the work of [9] due to its
importance in providing accurate information that guide
owner’s decision. In their work, [11] also opined that profit
planning requires assembly of information concerning past
performance. SMEs project is aimed at profit maximization,
expansion of economic scope of transaction and reduction in
unemployment rate of a country. However, purchases and
sales of goods is geared toward determination of break-even
and providing a large of additional financial analyses built on
accounting information. Several studies also shows that
failure among SMEs could be shiftily credited to pitiable
accounting system and owner’s inexperience. In their study,
the necessity and significance of accounting record to an
entity, [22] Pointed that management accounting information
could be connected to the achievement or disappointment of
SMEs. Though success and growth of small businesses are
deeply anchored on the entrepreneur skills in addressing
business challenges. Accounting system requires competent
structure to provide precise information and controls of
economy transactions [24]. SMEs owners lack needed skills
to keep proper accounting records and more often maintain
only cash book without recourse to the principle of double
entry which constitute on their part time consuming and
unnecessary waste of resources [30]. Several factor impinge
accounting system of SMEs such as financial inadequacy,
poor managerial skill, inadequate infrastructure among others
are critical to SMEs set back [32]. In their study, [1]
identified ten challenges facing accounting practice of SMEs
in Nigeria to include; disregard to training, poor managerial
skill, careless book keeping method amongst others. Majority
of SMEs keep record in memory for the fear of being assess
by tax authority and other business regulatory agencies [6].
The avoidance of proper books from transactions undertaken
made it difficult to track transaction as they occur in the
course of the business. Apparently, poor accounting system
as pointed above results to business operators losing up
pathway of their day-to-day economic transactions and could
be challenging to provide needed explanation regarding
expenses incurred and profits at accounting year end. A
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sound accounting system is characterised with books,
records, vouchers, files and related supporting document
resulting from the application of economic activities.

The concept of success in business is often infer to be
performance irrespective of the economic situation facing
such undertaking. In view of this, several investigations were
carried out both within and outside Nigeria. The results
provide reasonable revelation with respect to SMEs growth
and sustainability in different economic background. In
Malaysia for instance, investigation on the factors that
influence in Growth Domestic Product (GDP) contribution
by Small and Medium Enterprises (SME) was carried out.
The study revealed that labour wages and net export are the
key factors highly contributing to SME’S performance [5]. In
Ghana, a similar investigation was also carried out to assess
the contributions of small a medium sized enterprises. The
result revealed that SMEs contribute massively to job
creation, principally to those with educational background
and rural settlement [27]. Extant literature have documented
studies on SMEs, especially in developing economic. Some
of these study provides conflicting ideas and concentrated
more on economic growth while few examined firm growth.
However, there have been scanty investigation to provide
linear relationship between accounting behaviour of SMEs
and its sustainability. This study therefore seek to examine
accounting behaviour of SMEs with special emphasis on
sustainability and growth in Nigeria, so as to establish
whether they are able to contribute to economic growth and
survive beyond speculations.

2.2. Theoretical Framework

The theory of Business enterprise - [33].

The theory considered the tangled but mismatched
stimulus between business and the industry growth. The
propounded believed that commercial need of industry has
been over turn by machine making it possible for certainty,
quantitative, accuracy and precision. Industrial growth has
progressively conquer small business firms which was earlier
organized in craft form and in recent time open an
opportunity for production on a disjointed and mechanical
form. Veblen maintained that Preceding the period of
industrial growth, the only industries concern in significant
investments were in shipping industry, banking and merchant
firms whose main activity is giving out loans, making
purchases and selling. Apart from the challenge of intensive
start-up capital requirement on like in the banking and
merchant firms, small and medium enterprises engage
significantly in competitive selling and charge prices in a
form that customers can afford thereby breaking the gap
created by big industry in the facilitation of economic.

Enterprise Growth Theory — [34].

This theory provides the basis for industrial development
and sustained economic growth of any society by evaluating
the propensities of stable and steady growth of the
performance level. Enterprise growth provide value addition
to enterprise through optimization of the change speed
between production factor and production result [25]. SMEs

is regarded as the commonest type of business structure
across the world and its contribution is significant toward
economy sustainability. In the intensive competitive market,
the survival and sustainability of enterprise is very pertinent
and is depended on technology, product and originality
possessed by the enterprise. Enterprise growth force is the
ability of enterprise’s to comprehend the expansion of
quantity and improve the quality in future period as whereas
deciding the prospect and expansion amount of enterprise
advancement [20]. However, governments all over the
country have realize the importance of strengthening SMEs
and have formulated policies to encourage, support and fund
its activity for the purpose of economy expansion and
creation of jobs. This new trend has made it necessary for
SMEs to maintain economic record of event so as to evaluate
performance and justify their sustainability.

3. Methodology

The study used expository quantitative survey method
which involves collecting of data from primary sources for
the purpose of achieving the designed objectives. The criteria
for selection in the study were entrepreneurs who has
engaged in business for a preceding minimum period of five
years and fulfilled business registration requirement as
SMEs. A questionnaire was objectively developed, organised
in two sections and were distributed to owners of SMEs
using stratified random sampling techniques. The researchers
identified major SMEs that are contributing to economic
growth of the state such as agro-allied companies, steel
companies and trading and service sector. These categories of
businesses were selected and the researchers involved 120
SMEs in Calabar city of Cross River State who accepted to
part take in the study. A proportion of 83 responses were
collated and analysed using descriptive statistics, paired
sample t-test and Pearson’s product moment correlation
analysis to test the hypotheses formulated and prove a form
of linkages between the variables.

4. Data Presentation and Results

Table 1. Distribution of Responses on Accounting Behaviour and record
keeping Of SMEs sustainability.

Frequency % Cumulative%

No recqrd on sale proceed and 15 18 18
expenditure
Difficult to maintain the system 40 48 66
Accounting record exposes

. .. . 22 88
financial position of enterprises
Accounting system requires staff 10 12 100

than expected
Total 83 100

Drawing from the opinion in table 1 above, accounting
behaviour and record keeping showed that 18% agree to no
record keeping to track daily sales and expenses. The
descriptive result further revealed that 48% of the
respondents believe that accounting record has several
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challenges including difficulty in putting in place measures
for internal check. Furthermore, 22% agree that accounting
records exposes financial position of the enterprise and could

respondents also believe that having accounting system in
place would increase the number of employee and could
increase expenses given their revenue base.

give room to tax assessment. Similarly, 12% of the Results:

Table 2. One-Sample Statistics.

N Mean Std. Deviation Std. Error Mean
No record on sale proceed 83 2.6988 1.00892 11074
Difficult to maintain the system 83 2.7229 1.02782 11282
Expose financial position 83 2.9639 .99322 .10902
It require more staff 83 2.9880 99381 .10908
4 points Likert scale as “’strongly agree, agree, strongly = This is not alone, respondents further revealed that

disagree and disagree” was used in regards to accounting
behaviours and record keeping of SMEs sustainability. The
result using Table 2 indicates means and standard deviations
each of the item. The greater mean score on a variable
indicate a solid agreement. From these premise, respondents
affirm that having accounting system in place requires more
staff thereby increasing running cost of business over time.

accounting record expose economic transaction and provide
avenue for tax assessment. Percentage of respondents also
agree to no record keeping while some feel discourage to
maintain accounting system resulting from the pains they
undergo in keeping accounting records. The mean score are
2.9880, 2.9639 and standard deviation. 99322, 99381
respectively.

Table 3. One-Sample Statistics.

N Mean Std. Deviation Std. Error Mean
Access to credit 83 2.6639 80115 .08794
Profit is maximised 83 2.8072 87594 .09615
Motivate owners 83 2.7349 98877 .10853
Compulsory records keeping 83 2.6145 98564 .10819

Using 4 points Likert scale as “strongly agree, agree,
strongly disagree and disagree” in regards to accounting
behaviours on growth of SMEs. The above result in Table 3
shows the means and standard deviations each of the item.
The greater mean score on a variable indicate a firm
agreement. From these perspective, respondents agree that

accounting system assist SMEs to determine profit margin as
whereas influencing them in the commitment of more
resources and time. The mean score is 2.8072, 2.7349 and
standard deviation. 87594, 109853 respectively, follow by
access to credit facility and compulsory record keeping
which was seen as not too lee to growth.

Table 4. Distribution of Responses on accounting practices and SMEs growth.

Frequency % Cumulative%
It provide access to credit facility at ease 21 25 25
Profit is maximised when records are kept 32 39 64
Motivate owners to maintain and keep record 16 19 83
Ensuring compulsory record keeping 14 17 100
Total 83 100

Table 4. above showed distribution of responses on
accounting practices on SMEs growth. The descriptive result
proved that 25% respondents believe that SMEs growth do
not depend on credit facility from financial institution and
loan out fit to finance its operation due largely to rigorous
procedures involve in obtaining credit facility. The result also
revealed that 39% of the respondents agree that accounting

practice assist enterprise to ascertain their profit margin and
provides opportunity for growth and sustainability.
Furthermore, 19% believe that owners are motivate with the
level of profit maximisation having a good accounting
system in place. The result finally showed that 17%
respondents believe that growth and sustainability of SMEs
provide opportunity for compulsory accounting records.

Table 5. One-Sample Test.

Test Value =2

. ) Mean 95% Confidence Interval of the Difference
T Df Sig. (2-tailed) .
Difference Lower Upper
No record on sale proceed 6.310 82 .000 .69880 4785 9191
Difficult to maintain the system 6.408 82 .000 72289 4985 9473
Expose financial position 8.841 82 .000 .96386 7470 1.1807
It require more staff 9.057 82 .000 98795 7709 1.2050
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To test the hypothesis “Accounting behaviours have no
significant effect on the sustainability of small and medium
enterprises in Nigeria. The mean of those that agree are
2.9880, 2.9639, 2.6988 and 2.7229 with standard error
of .99322, .99381, 1.00892 and 1.02782 (83 out of 120), the
p-value of 0.000 indicates a significant relationship existing

between accounting behaviours and SMEs sustainability. The
t-statistics value as calculated is greater than table value
given 0.05% significant level (t-stat < 0.05) we therefore
reject the null hypothesis and the alternate accepted to show
that accounting behaviours significantly affect sustainability
of small and medium enterprises.

Table 6. One-Sample Test.

Test Value =4

T df

Sig. (2-tailed)

95% Confidence Interval of the Difference

Mean Difference

Lower Upper
Access to credit 7.549 82 .000 .66386 4889 .8388
Profit is maximised 8.396 82 .000 .80723 .6160 9985
Motivate owners 6.772 82 .000 73494 .5190 9508
Compulsory records 5.680 82 .000 .61446 .3992 .8297

The hypothesis is therefore “there is no significant
relationship between accounting records and SMEs growth in
Nigeria. The mean of those that agree is 2.6639, 2.8072,
2.7349 and 2.6145 with standard error
of .80115, .87584, 98877 and .98564 (83 out of 120) and
from the table, the p-value the p-value of 0.000 indicates a

significant relationship existing between accounting practice
on SMEs growth. The t-statistics value as calculated is
greater than table value given 0.05% significant level (t-stat <
0.05) we therefore reject the null hypothesis and the alternate
accepted to show that accounting practices significantly
affect SME s growth.

Table 7. Distribution of responses on accounting behaviours and record keeping of SMEs sustainability.

No Record on sales
proceed and
expenditure.

Account
Behaviours of
SMEs

Difficult to Maintain
accounting system.

There is no need to
keep accounting
Records.

Accounting record
exposes financial
position.

Accounting system
requires staff than
expected.

Total

Responses SA A D SD SA A D SD

SA A D SD

SA A D SD SA A D SD

Welding work (3)
Super Market (3)
Poultry (4)
Tailoring (6)
Head Dressing (4)
Total

Table 7. Continued.

SMEs
sustainability
and growth.

Profit is ascertain
when records are
kept. successes.

It provide access to
credit facility.

Owners are motivated
when business record

Enhancement of Record
and sustainability of
business.

It improves continuous
monitoring and control
of internal system.

Total

Responses SA A D SD SA A D SD SA A

D SD

SA A D SD SA A D SD

Fishery 3

Super Market 3
Poultry 4
Tailoring 6
Head Dressing 4
Total 20

5. Conclusion and Recommendations

Accounting behaviour of any entity be it government or
private, provide confidence and build up more
opportunities for investors. Any enterprise whose
transaction are not documented will never know its worth
in term of assets and liabilities, therefore, accounting
behaviour mirrored the sustainability and growth of an
entity,. Small and medium enterprises contribute
significantly in growing domestic market through creation
of jobs and re-distribution of income among house-holds

and firms. In this study, the challenges of SMEs was
examined as to determine whether the behaviours of the
SMEs and accounting practices constitute the reason why
they short-lived. We developed and distributed
questionnaire from where responses were collated and
analysis using descriptive statistics, paired sample t-test
and Pearson’s product moment correlation analysis. It was
observed from the result that SMEs do not maintain
accounting record. This attitude of operating without
accounting system to track daily economic transaction is
connected to them not exposing their financial position for
assessment by revenue authority. This singular reason is
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said to be why they see it difficult to maintain accounting
system despite the fact that it may improve efficiency and
assist them in the evaluation of performance. The result
also revealed that if they exist accounting system, it will
amount to additional employee cost. We also looked at the
sustainability and growth of SMEs in a given accounting
behaviour, the result showed that accounting behaviour of
SMEs determine profitability positioning and could
enhance internal control system. This imply that
accounting behaviour of SMEs determine its sustainability
and growth, so effort towards maintaining stable growth
should embrace accounting system with respect to
enterprise growth theory perspective. SMEs being the
largest economic sector contributing greatly to Nigeria
GDP has the capacity to create reasonable jobs and
reduction of crime rate in calabar, Nigeria. Consequently
upon the findings and conclusion, the study recommended
that government and owners of SMEs need collaboration
in the area of training and capacity building (on business
record) which may go a long way in improving the social
economic of the state. Small and medium enterprises
should also develop business record habit in their
economic transaction as it will enhance performance
measurement over time.
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