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Abstract 

 

The performance of the SME firm was viewed along the full proportions of financial, 

strategic and structural development. The socioeconomic function performed by SMEs is 

widely known in developing and emerging countries. But, in recent times, developing and 

developed nations have become more and more concerned about the level of financial literacy 

of the entrepreneur. This has emanated from peculiar to declining public and private to 

support systems and wide-ranging developments in the financial marketplace. Concern was 

also intensified by the challenging faced by the SME firm in financial context aided by the 

recognition that dearth of financial literacy has been one of the many elements responsible for 

lacks proper knowledge or information about financial decision making and that these 

decisions could, in turn, have tremendous unexpected consequences. Subsequently, financial 

literacy is now globally recognized as a major factor of economic and financial stability and 

development of SMEs for performance. A series of tangible trends underpin the growing 

worldwide interest in financial literacy as a major life skill, thus, this study set to review the 

influence of financial literacy on the performance of the SMEs from Nigeria’s context. The 

study will serve as an information because that will promote and orient SMEs firm 

performance towards financial awareness, knowledge and perceive attitude. Also, the applied 

significant framework developed will assist SMEs firm owners and policy makers to identify 

the importance of financial literacy. 
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Financial literacy and SME firm performance 

 

1. Introduction 

The performance and growth of Small and Medium Sized Enterprises (SMEs) have throughout the nations, 

been of great concern to, among others, development economists, entrepreneurs, governments, venture capital 

firms, financial institutions and non-governmental organizations (Eniola & Entebang, 2014). Performance 

management involves the establishment of a shared understanding about what is to be attained, however, is it 

going to be attained; and an approach to managing personnel that increases the likelihood of accomplishing 

success within a consented framework of planned targets, standards and individual and group ability necessities 

(Armstrong & Baron, 1998). 

Financial literacy, in the brightness of the new business reality, is the capability to adequately oversee 

financial resources over the life cycle and connect with effectively with financial products and services. 

Financial literacy is about discernment and makes effective decisions on utilization of financial management 

(Gavigan, 2010). This is an area that requires knowledge, skill, attitude and experience with goals to deal with 

the survival of the firm; profit maximization; sales maximization; capturing a particular market share; 

minimizing staff turnovers and internal conflicts; and maximizing wealth (Jacobs, 2001). It can be among the 

essential strategic tools to more organize allotments of financial resources and to a considerable financial 

strength. 

In a business, decision-making needs to be rational and be a premised on available information. This implies 

that it is imperative that manager of business and individual should have a reasonable degree of knowledge 

related to the available information to make good decisions. Remund (2010) opined that financial literacy is the 

degree to which one understands important financial concepts and possesses the capacity and confidence to 

handle personal funds of appropriate, brief period decision-making and solid long-term financial forethought. 

A significant obstacle to performance growth of sustainable small and medium scale enterprises (SMEs) 

throughout the developing world is a lack of knowledge, skills, attitude and awareness to cope and direct the 

finances of their organization in a hardy, transparent, and professional way. Joo and Grable (2000) stated that the 

reasons why business people make inappropriate, inadequate and ineffective financial decisions are because of 

the lack of personal financial knowledge, lack of time to learn about personal financial management, 

complexities in financial transactions and the extensive variety of choices in financial products/services. Lack of 

business management skills can magnify financial barriers for SMEs. Low degree of financial literacy can 

prevent the performance level of SMEs from adequately assessing and understanding different financing 

provision, and for navigating complex loan application procedures. 

The United States has the consumer financial protection bureau (CFPB) and the office of financial education 

(OFE) with the mandates of promoting financial knowledge and skills in assisting SME firm managers and 

owners in making the right financial decision. In India, the government established financial stability and 

development council (FSDC) with responsibilities of educating and counselling entrepreneurial and individual 

on different sources of financing initiatives. Likewise, Ghana government in 2009 approved a national strategy 

in collaboration with international agencies on financial literacy and consumer education in assisting SME firm’s 

owners and managers; while, Malaysia government adopted a three pronged approach by establishing financial 

working committee to oversee the financial literacy program for SME firms’ owners and individual in (i) proper 

sensitizing and disseminating of information on financial products using the print media, booklets, internet via 

different website and third party publication; (ii) institutional programs in all facets of educational system about 

money management; and (iii) outreach programs targeting rural folks, women, disable people with regular 

workshop and briefing sections (Ketley, Lightfoot, Jakubec, & Little, 2012). 
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According to Ketley et al. (2012) and CBN (2012), Nigerian lack financial literacy, and more than 46.3% 

did not have access to financial services and lag behind some developing and developed countries. This has been 

a concern intense challenge faced by the SME firm in the country with the recognition that lack of financial 

literacy was one of the factors contributing to ill-informed financial decisions and that these decisions could, in 

turn, had a tremendous negative spill-overs (OECD, 2013). A series of tangible trends underpin the rising global 

interest in financial literacy as a key life skill. Thus, this study set to review the influence of financial literacy on 

the of SMEs firm performance in Nigeria. 

2. Conceptual 

A review of the literature on small and medium enterprises (SMEs) shows that the definition of SMEs 

significantly varies from country to country depending on factors such as the country‘s; number of employees, 

the value of fixed assets, production capacity, basic characteristics of the inputs, level of technology used, capital 

employed, management characteristics, economic development, and the particular problems experienced by 

SMEs (Eniola & Entebang, 2015b). Across the African continent, research by the IFC suggests that 90% of all 

MSMEs is informal or micro, with the remaining 10% being the formal SMEs (8.6% are small and 1.4% 

medium) (IFC, 2010; Ketley et al., 2012). In Nigeria, the National Policy on Micro, Small and Medium 

Enterprises (MSMEs) define micro enterprises as employing less than 10 people with assets (excluding land and 

buildings) of less than N 5 million, small enterprises as between 10–49 employees and assets between N 5 - N 50 

million, whilst medium enterprises are those with between 50 and 199 employees and assets between N 50 – N 

500 million. 

2.1 Financial Literacy 

One of the striking things about the literature is that financial literacy has been variably defined as a specific 

form of knowledge, the ability or skills to apply that knowledge, perceived knowledge, good financial behavior, 

and even financial experiences (Hung, Parker, & Yoong, 2009). Financial literacy as sufficient knowledge about 

facts on personal finances and is the key to personal financial management (Garman & Forgue, 2002). Their 

study likewise reviews the lack of knowledge in personal finance, intricate financial situations, in addition to a 

large range of choices for making decisions on financing, and time constraints on learning about personal finance 

which is a barrier to financial literacy. 

Many researchers have defined financial literacy in many studies in the area of personal finance; many fail 

to define the concept financial literacy properly because it does not capture the manager and the business people. 

Gitman (2003) outlined financing provision and indicates that financial service is the section that will include the 

delivery of financial products to individuals. Financing literacy is listed as one of the critical managerial 

competencies in SMEs firm and development (Spinelli, Timmons, & Adams, 2011). Most scholars agree that 

entrepreneurs, regardless of their age, are consistently engaged in decision-making activities concerning resource 

procurement, allocation and utilization. Such activities almost always have financial consequences and thus, in 

order to be effective, entrepreneurs must be financially literate (Oseifuah, 2010). There is the only reference 

made to the importance of managing money and the author only describes the management process of individual 

households, but there is no clear description of SME owners/manager financial literacy. 

However, there are definitions of financial literacy specifically addressed to managers and business people. 

A financially literate SME owner/manager was defined as someone that knows what are the most suitable 

financing decisions on the business performance at the various growth stages of the business; knows where to 

obtain the most suitable products and services; and interacts with confidence with the suppliers of these products 

and services (USAID, 2009). Likewise, Marriott and Mellett (1996) defined the manager’s ability to understand 

and analyze financial information and act accordingly. Lusardi and Tufano (2009) emphasized on managers’ 

ability and decision-making aspect of financial literacy. Likewise, they target on a particular form of financial 

literacy–debt literacy. Moore (2003) goes far as including practical experience, on the contention that it provides 
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the basis for knowledge and other faces of financial literacy. In the present paper, financial literacy is 

conceptually of how firms manage and strategize financial knowledge, which significantly affect decision 

makers’ behaviors, awareness and attitudes, concerning sound decision making and eventually achieving 

organizational performance. 

2.2 Firm Performance 

The concept of performance in relation to SMEs, particularly, the definition of performance will be 

discussed. Performance may have two strategic outcomes that are often referred to in the literature as firm 

success or failure (Eniola & Entebang, 2015a). In the management field, firm performance can be interpreted as 

measures of good or indifferent management (Jennings & Beaver, 1997; Sefiani & Bown, 2013), but it may 

occur to other reasons such as luck. The effects of a firm’s performance depend on whether the firm has attained 

its goals or not (Davidsson, 2004). 

Firm performance is a focal phenomenon in business management. It has been proposed in the literature 

(Barney, 2002). The general performance of the organization depends on the correct management at the three 

levels of management (Eniola & Entebang, 2015a). Performance can be characterized as the firm’s ability to 

create acceptable outcomes and actions. However, performance seems to be conceptualized, rationalized and 

measured in different ways, thus making cross- comparison difficult. 

According to Eniola and Entebang (2015a), performance is commonly employed as an index of a firm’s 

health over a dedicated period. This puts performance as one of the key issues of SMEs. The capacity to institute 

change in management of perceiving market opportunities, adapting to the environment, and possessing certain 

managerial factors, product innovations, creativity, pro-activeness, technological change, networking, are all 

critical factors to bringing about strategic improvement in firm performance. Performance encompasses various 

meanings, including growth, survival, success and competitiveness. Performance can be characterized as the 

firm’s ability to create acceptable outcomes and actions (Eniola & Entebang, 2015a). 

2.3 Theory and hypothesis Development - Resource base view  

This study attracts support from resource based theory as a result of it being extensively applied within the 

business management and entrepreneurship literature. It has been indicated earlier by some researchers that 

presently, the foremost effective framework of understanding strategic management is a resource-based theory of 

the firm. Resource-based theorists have explicit strategic resources as the defining attribute of assets that create 

sustained competitive advantage (Barney, Wright, & Ketchen, 2001). It chanced that the business owner and 

manager of the SME did not yield the proper attention to the strategic management of the SME particular, when 

it is declared important and essential for the firm. In line with RBV advocate, it is rather more viable to take 

advantage of external opportunities using existing resources in a new way alternatively than seeking to gather 

new capabilities for every exclusive possibility. Earlier researchers have developed the most eminent exponent of 

the RBV, proposed that a firm use of „idiosyncratic, immobile‟ resources as the source of sustained competitive 

capability that transforms into better superior performance (Eniola & Entebang, 2014). 

Resources are anything that might be thought of as a strength or weakness of a given firm, comprising 

tangible and intangible assets. Tangible resources include financial capital (e.g., equity capital, debt capital, 

retained earnings) and physical capital (e.g., machinery & buildings). Intangible resources consist of 

entrepreneurial knowledge, skills, experiences, organizational procedures and reputation, among others (Eniola 

& Entebang, 2014). 

The resource based view (RBV) suggests that lack of financial, human, organizational resources and 

capabilities reduce the firm innovation activities (Hewitt-Dundas, 2006). The inaccessibility of financial 

resources is a major impediment to the development of SMEs, particularly because it prevents them from 

acquiring the new technology that would make them more productive and more competitive. Dundas conducted 



 

Financial literacy and SME firm performance 

International Journal of Research Studies in Management 35 

a panel data analysis of Irish firms and found that lacks of access to finance are a major constraint to the firm 

innovation activities. Further, Ihua (2009); Wiklund and Shepherd (2005), stated that financing is an important 

resource for firm performance and they have empirically tested that small business performance is positively 

influenced by external financing facilities available to firms. 

Current research in both strategic business management and finance has begun to evaluate the correlation 

between firm strategy and its capital structure (Eniola & Entebang, 2014). In sustaining a firm’s competitive 

advantage, financing is important. Moreover, researchers cited that the two facets of a firm may be closely akin 

to each other (Gertner, Gibbons, & Scharfstein, 1988; Williamson & Asla, 2009). 

Balakrishnan and Fox (1993) opined that ability of the firm to manage its relationships with lenders 

becomes a key source of competitive advantage. Accordingly, human resources in terms of experience and 

capabilities, trust, managerial skills, practices and procedures of the top and middle management, administrative 

and production employees were also able to elucidate the extent of the firm competitive advantage and the 

resulting SME firm performance. Experiential resources such as product reputations, manufacturing experience 

and brand name can account for the variation in firm competitive advantage and performance (Eniola & 

Entebang, 2014; Eniola, Entebang, & Sakariyau, 2015). 

Barney (1991) presented an all-inclusive framework required to generate sustainable superior performance 

and take apart the firm resource characteristics needed. Value, rareness, inimitability, and substitutability were 

used as proposed criteria to evaluate the economic implications of the resources. Value as part of strategic 

resources, mentions the extent to which the firm’s composite possible resources and fits with the outer 

environment in order that the firm can create the most opportunities or counteract risk in the competitive 

environment. Rareness is about the resources in the factor markets in a physical or perceived physical rareness 

manner. Inevitability is the continuation of imperfect element markets by way of understanding information 

asymmetry such those resources cannot be received or recreated by means of other corporations without a cost 

disadvantage. Afterwards, the framework additionally considers whether or not the firms are substitutable by 

competitors. Hunt and Morgan (1996) proposed that potential resources can be most usefully categorized as 

financial, physical, legal, human, organizational, informational, and relational. As duly noted by Barney (1991); 

Barney and Hesterly (2015), firm’s resources include all assets, capabilities, organizational processes, knowledge, 

firm’s feature, information, etc. controlled by a firm that enable the firm to conceive and devise strategies that 

improve its efficiency and effectiveness. The relationship between firm’s resources and competitive advantage is 

significantly enhanced by attributes and elements such as value, rareness, inimitable and non-substitutable, i.e., 

the VRIN factor. 

Barney (1991); Barney and Hesterly (2015), stated that human capital resources include the training, 

knowledge, experience, judgment, intelligence, attitude, relationships, and insights of individual managers in a 

firm. Evidence of previous empirical studies of organizational and entrepreneurial learning suggests that 

investment decision making in SMEs is on the basis of experiential learning, rather than formalized methods. 

Financial literacy as an aspect of human capital shows that entrepreneur with higher general and specific human 

capital can be expected to show higher levels of performance than those with lower levels of general and specific 

human capital (Eniola et al., 2015). Experience and knowledge are extremely important, as it provides time to 

recognize opportunities, develop contacts and learn how to access and to interact with funders, including bank 

managers and venture capitalists. Thus, entrepreneurial human capital is substantial and consequential to 

entrepreneurial growth. Although some studies report that only a small number of SME managers employ the 

resulting knowledge in a proactive way to build competitive advantage (Matlay, 2000); other studies find that as 

firms move from a higher-level learning style, this is accompanied by competence enhancement that can lead to 

greater organizational capability (Chaston, Badger, Mangles, & Sadler‐Smith, 2001). 

Capabilities specify a firm’s capacity to set up and bring together different resources, mostly in 

combinations, using organizational processes, to affect a superior performance (Amit & Schoemaker, 1993; 
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Grant, 1996). They are information-based, firm-specific that is essentially an intangible mechanism developed 

over time through intricate interactions among the firm’s resources (Amit & Schoemaker, 1993; Conner, 1991; 

Prahalad & Hamel, 2006). They can conceivably be thought as the knowledge, attitude and awareness generated 

by the firm to enhanced different source of resources (financing and non-financing) as well as strategic resilience 

and aegis for the firm superior performance. 

The competitive capability is a base of a good strategy, and a good one creates superior performance 

(Analoui & Karami, 2003). However, more often than not, the first scenario that competitive capability will lead 

to superior performance will be successful given the fact that organization concentrated their competitive 

strategy towards enhancing their resource pool (Fahy, 2000). Indeed, as Barney, argued that firm’s resources 

which include all its assets, capabilities, organizational processes, firm’s attributes, information, knowledge, etc., 

possessed and/or managed by a firm can ultimately change the firm to develop and implement strategies that will 

improve its efficiency and effectiveness, hence superior firm’s performance. Further, Giménez and Ventura (2003) 

analyzed the relationship between internal and external integration processes, and their significant effect on 

firms’ performance and competitive advantage. 

Accordingly, Eniola and Entebang (2014), stated that a firm that formulates and implements a strategy that 

leads to superior performance relative to other competitors in the same industry or the industry averages possess 

a competitive advantage. From one perspective, it is essential for SMEs to acquire, keep up and extend via the 

internal and external financial resources they may have and insure. Mintzberg classified ten managerial roles in 

three categories: interpersonal, informational, and decisional. Mintzberg’s general portrayal of managerial work 

for competitive advantage was confirmed in later studies. Then again, SMEs need to do the outer evaluation to 

become aware of the opportunities and threats and to identify the distinctive competencies. The resource-based 

theory postulated that the firm resources hinge on the thorough competitiveness, it possesses that separate it from 

its competitors, durable, severe to imitate and substitute. 

According to Bosma and Harding (2006), many SMEs firms fail because they lack financial literacy, 

insufficient business acuity, as well as poor financial literacy, undermines entrepreneurial activity. Most scholars 

agree that entrepreneurs, regardless of their age, consistently engaged in decision-making activities concerning 

resource procurement, allocation and utilization. Such activities almost always have financial consequences and 

thus, in order to be effective, entrepreneurs must be financially literate (Oseifuah, 2010). 

Drexler, Fischer, and Schoar (2014) posited that entrepreneurs usually suffer from sufficient financial 

literacy to make the complex financial decisions they face. This is unfortunate, since according to Oseifuah 

(2010), ‘financial literacy among youth entrepreneur contributes meaningfully to their entrepreneurship skills.’ 

Entrepreneurs wanting to grow need to feel confident of their finances, as well be adequately informed (Kotzè & 

Smit, 2008). If the owners-managers are illiterate concerning their organizational finances, the financial 

knowledge of their firms will also be lacking and will lead to reduction in innovation that can transform into 

competitive capability, unable to accessing different sources of financing provision due to non-awareness and 

this attitude will lead to possible failures of SMEs (Kotzè & Smit, 2008). What all these perspectives seem to 

agree on is that entrepreneurs suffer from a lack of financial literacy and such deficiency undermines the 

probability of getting different sources of financing that can result into competitive capability and firm superior 

performance. 

In effect, the RBV is a statement about how firms actually operate. It is based on the assumption that across 

firms, resources are heterogeneously allocated, and that this distribution is long lasting (Mac an Bhaird, 2010). In 

RBV model, resources are given assigned vital role in assisting firms to attain higher organizational superior 

performance. Much evidence indicates that firm with less financially literate is likely to stand more demanding 

situations with regard to performance. Greenspan (2002) argued that financial literacy helps to inculcate 

individuals with the financial knowledge necessary to create a household planning, initiate savings plan, and 

make strategic investment decisions. Proper application of that knowledge helps SME owners to meet their 
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financial obligations through to wise planning, resource allocation and financial service demand so as to deriving 

maximum utility. Hilgert, Hogarth, and Beverly (2003) asserted that individuals with lower degrees of financial 

literacy may have lowered degrees of education, be less interested in financial matters, and be poorer. This 

means that the level of an individual’s financial knowledge tends to influence the awareness that in turn affects 

the individual’s financial attitude (Baron & Kenny, 1986). 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Adapted from Sulaiman (2014) 

 

2.4 Financial Literacy and its Influence on SME Firm Performance 

Positive relationships between financial literacy and performance have been noted by a number of 

researchers (Hilgert et al., 2003; Huston, 2010; Kidwell & Turrisi, 2004; Lusardi, Mitchell, & Curto, 2010; 

Piprek & Coetzee, 2004). Financial resources are essential resources for obtaining both tangible and intangible 

resources and arranging other resources (Alsos, Isaksen, & Ljunggren, 2006; Brinckmann, Salomo, & 

Gemuenden, 2011). The concept of financial literacy as comprising three dimensions in knowledge (Lusardi & 

Bassa Scheresberg, 2013); attitude (Sabri & MacDonald, 2010); and awareness (Rahmandoust, shah, Norouzi, 

Hakimpoor, & Khani, 2011). Knowledge is about understanding how business performance and business 

condition are measured using the mental model to facilitate, support, or enrich decision-making (Lusardi & 

Michell, 2007; Moore, 2003).  

Lusardi and Michell (2006) suggested that financial literacy is needed to create a measure of financial 

competence, i.e., to stay knowledgeable about financial matters. These literate people are more participating in 

financial markets because they know financial matters. Lusardi and Bassa Scheresberg (2013) examined the 

impact of financial literacy and high cost of the borrowers. The result indicated that there is a relationship 

between financial literacy and low-cost borrowers. Most high-cost borrowers display very low levels of financial 

literacy, lack knowledge of basic financial concepts, which affect their performance level in a business. Tamimi 

and Kalli (2009) examined the impact of financial literacy on financial knowledge. Their results showed that the 

field of individual activities affects the financial literacy level and people that invest in financial awareness have 

a higher level of financial literacy. The review also showed that male gender possesses higher financial literacy 
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and income, age and education level are followed by a higher level of financial literacy. 

Braunstein and Welch (2002) pointed out that obtaining additional information can lead to improved 

financial attitude. Morgan, Kaleka, and Katsikeas (2004) concentrated on the importance of linkages among 

obtainable resources and capabilities, competitive strategy decisions, competitive advantage and performance 

outcomes. These factors are conceptualized in terms of experiential, financial, scale & physical resources; 

product development, networking and knowledge potential; cost-based advantage; the lowest cost of operation, 

marketing, product differentiation; product-based, economically, distributor & end-user. Kidwell and Turrisi 

(2004) indicated that firms with better financial knowledge keep detailed firm financial records and have a more 

competitive advantage in accessing external funding than their counterparts who keep not. While, Hilgert et al. 

(2003) insisted that a strong link between financial knowledge and financial behavior subsists. 

Financial knowledge would affect in increase firm total sources of financing (Marcolin & Abraham, 2006). 

Moore (2003) elucidated that literacy or knowledge is gained via practical experience and active integration of 

knowledge. In other words, people will become more sophisticated in terms of finance when they are more 

literate. Likewise, another researcher, emphasized that an individual or organization who had financial literacy, 

knowledge and ability to put to use this knowledge, may not show the assume behavior or enhance his or her 

financial well-being as a result of other influences such as cognitive and behavior that is biased, self-control 

problems, family, peers, economic and institutional conditions that may affect the financial habits and financial 

well-being (Huston, 2010). However, researchers agreed that there is no established instrument applied to 

measure financial literacy and that financial literacy cannot be measured directly. 

Awareness comes under the sector of the managerial, where it is the duty of the manager to look after 

organization for the well-being of the business. The ability to read, analyzes, manage and discuss various 

financial conditions that eventually lead to individuals’ economic well-being (Lusardi & Tufano, 2009; 

Rahmandoust et al., 2011; Vitt & Ward, 2000). Deakins, Logan, and Steele (2001) found that owners-managers 

have different approaches concerning business planning. Fundamentally planning was indispensable to those 

firms under growing growth and periods of rapid changes. However (Lusardi & Tufano, 2009); Mandell (2007), 

emphasized on ability and decision-making aspect of financial literacy. Berman and Knight (2008) definitely 

stated that financial literacy needs to become part of every business culture. Audet and St-Jean (2007) discovered 

that the SME owner/managers, who perceived more and aware about the external service providers, make use of 

those services more than SME owner/managers who did not hold any information about these services. 

While attitude is related to risk-taking, it is the firm consciously committing resources to projects with a 

chance of higher returns but may also entail a possibility of high failure (Lumpkin & Dess, 1996). Nevertheless, 

risk-taking is also usually linked with entrepreneurial behavior and that mainly successful entrepreneurs are 

risk-takers (Kuratko & Hodgetts, 2001). Lusardi and Tufano (2009) likewise concentrated on a particular pattern 

of financial literacy–debt literacy. Moore (2003) goes far as incorporating handy experience in the argument that 

it provides the basis of knowledge and different perspectives financial related proficiency. Cude (2010) 

examined effective factors of people's financial literacy. He observed that more work experience, higher levels of 

education, risk appetite, parental occupation, higher age, family income, and training attending classes will boost 

financial literacy. Bond and Meghir (1994) opined that credit terms also determined the extent to which SMEs 

access finance. They noted that when credit terms are favorable the SMEs managers’ attitudes to accessing that 

credit tends to be positive and they are encouraged to borrow and, therefore, expansion of the capital base 

leading to increasing business activity. In this study, it is signified that the most successful people in their line of 

work and personal lives are highly financially literate. Their financial concerns were well lower and they had 

long-term savings and investments and triggered a better future with more long-term vision. Financial literacy is 

reported having a negative relationship to financial constraints (Sabri & MacDonald, 2010). 
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Figure 2. Framework          Source: Prepared by the author 

3. Conclusion 

This research is based on resource based view theory to show the influence of financial literacy on the 

performance of small and medium enterprises (SMEs) in Nigeria. The resource-based theory is a basis of much 

what is taught today. In addition, scholars in strategic management actively pursue resource based research in the 

contemporary era and it is being projected into the future of a series of exciting theoretical and empirical 

developments. The performance of SME firms leads to some critical issues and many studies dealt with the subject 

matter from many angles. Current study discusses one of the important issues: financial literacy is a particular 

problem of small and medium enterprises (SMEs), company tend to have much higher rates of job growth, but also 

are more likely to go out of business or remain stunted due to institutional and financial literacy problems. The 

significance of the small and medium enterprises (SMEs) sector is acknowledged in economies worldwide, 

regardless of the economy's advancing stage. The contribution en routes performance growth, employment 

creation and social progress is valued greatly and small and medium enterprises (SMEs) consider as a crucial 

factor in a successful formula for attaining economic growth. This review is one of the few studies that approached 

this subject. Thus, the lack of studies in this respect is due to the complex and the enterprising nature of the small 

and medium enterprises (SMEs) and the different objectives, especially in Nigeria. 
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