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Mohd Hassan Bin Mohd Osman (Malaysia), Garry Kuan (Malaysia)

FINANCIAL LITERACY

AS A MODERATOR LINKING
FINANCIAL RESOURCE
AVAILABILITY AND SME
GROWTH IN GHANA

Abstract

The argument holds that visionary and dynamic small and medium enterprises (SMEs)
tend to position growth at the centre of strategy. However, there has been a growing
body of literature that has examined how financial literacy can support owner-manag-
ers of SMEs in making solid financial decisions that will enhance the growth of their
businesses. In the present study, financial literacy and financial resource availability
were modelled as different antecedents of SMEs growth. Nevertheless, the boundary
condition for such models has received very little attention in the context of Ghana.
Accordingly, in regard to resource-based view (RBV) logic, the current research ex-
amined the implications of contingency variable financial literacy (proficiency) on the
relationship between financial resource availability and SMEs growth, particularly in
the context of Ghana. The findings of the current research revealed that high financial
literacy led to more positive effect of financial resource availability on SMEs growth.

Keywords financial literacy, financial resource availability, growth,
Ghana, SME
JEL Classification 125 M13

INTRODUCTION

The growth of small and medium enterprises (SME) is a major concern
to every economy considering their enormous contribution to socio-
economic development. It is important to note that financial resource
is often hyped as fundamental to SME growth. In addition, the
existing literature postulates that the availability of financial resource
is among the key challenges that need to be faced by entrepreneurs.
According to Dollinger (1999) and Coleman (2007), financial resource
availability is considered as the highest generic type of organizational
means that can be changed into other forms of resources. On a
similar note, George (2005) argues that financial resource availability
is a utilizable monetary asset that can be deployed or converted by
a firm in achieving its target objectives. In regard to this matter, it
becomes necessary for entrepreneurs to secure adequate monetary
funding to ensure promising growth and performance of their
enterprises. However, lack of financial resources had been regarded as
one of the major constraints that militate against the performance of
SMEs, particularly amongst developing economies (Beck et al., 2008;
Demirguc-Kunt et al., 2013). Hence, this circumstance has created a
critical challenge that prevents the entrepreneurs from meeting their
expected business growth. Certainly, the lack of monetary funding
adversely affects entrepreneurs in their attempt to funding long-
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term lucrative ventures. More importantly, a broader standpoint of this issue seems to suggest that
entrepreneurs are not able to undertake any meaningful economic activity under this condition due to
the inability to raise sufficient monetary funding.

Previous researches have established a significant relationship between financial resource availability
and firm performance (e.g. Cooper et al., 1994; Wiklund & Shepherd, 2005; Adomako & Danso, 2014).
However, previously published studies on the effect of financial resource availability on SMEs growth
are not consistent despite the attention given by the scholarly community. Hence, the present study
makes an important move by addressing the lack of studies on this matter by investigating a number
of specific underlying hypotheses. Therefore, the current research argues that there is a possible direct
impact of financial resource availability on SME growth in regard to the monetary proficiency level of
entrepreneurs. Overall, the purpose of the present study is to investigate the performance implications
of monetary proficiency on the association between financial resource availability and SME growth.
In addition, the current research also examines the extent to which monetary proficiency enhances
the relationship between financial resource availability and SME growth in the context of Ghana. In
an attempt to answering this question, the relationship between financial resource availability and
SME growth is first established, followed by the contingency role of monetary proficiency on financial

resource availability and SME growth association.

1. THEORETICAL
BACKGROUND

The resource-based view (RBV) theory is used in
the present study for the purpose of guiding and
explaining the relationship between financial
resource availability and SME growth, as well
as the performance implication of monetary
proficiency. Moreover, the present study relied
on RBV to extend the available knowledge on
these relationships which argued that monetary
proficiency moderates the direct link between
financial resource availability and SME growth.
In addition, it was indicated that monetary
proficiency has the capability to obtain and
retain the necessary knowledge and skills to
support financial resource availability with the
aim of improving SME growth. Conceptually, the
following related hypotheses were developed in
reference to RBV: (1) financial resource availability
and SME growth, and (2) financial resource
availability, financial literacy, and SME growth.

The RBV concept that originated from Penrose
(1959) indicates that a firm is capable of gaining
competitive advantage over its competitors
based on its method of organizing its resources,
thus making it difficult for its competitors to
duplicate its strategy (Penrose, 1959; Barney,
1991). Furthermore, the primary concept of RBV
is centred on how firms package their resources
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in meeting the intended purpose in usage. Hence,
RBV is regarded as an appropriate method
that can be used when studying firm growth
considering that it utilizes the organization as
the unit of analysis. The prevailing stance (e.g.
Barney, 1991; Barney & Hesterly, 2012; Shafeey &
Trout, 2014) appear to state that RBV provides a
comprehensive framework to explain how firms
can achieve competitive advantage. On a similar
note, Wernerfelt (1984) further argued that
resources such as assets, finance, and capabilities
of the organization play an important role in
determining the success of an organization.
According to Makadok (2001), capability is
described as “a special type of resource-specifically
and organizationally embedded non-transferable,
firm-specific resources whose purpose is to
improve the productivity of the other resources
possessed by the firm”. Notably, as suggested
by Barney (1991) and Makadok (2001), both
organizational resource and firm should possess
the specific capabilities of complementing each
other by focusing on the organizational effort
to achieve superior performance. On a more
important note, Barney (1991) postulates that the
valuableand potential resources possessed by a firm
should be idiosyncratic in nature as they serve as
a prerequisite in obtaining significant competitive
advantage. Hence, the firm stands to benefit
from competitive advantage when competitors
find it challenging to emulate or duplicate the
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resources. In the case of the present study, four
conditions of the resource were established by
the RBV theoretical framework which include
beneficial, unique, exceptional, and utilizable by
the organization (Barney, 1991), with the aim of
exploring the capability of an asset to accomplish
competitive advantage. Evidence abounds that
resources with these unique qualities are highly
promising and could be helpful in attaining
competitive advantage (e.g. Barney, 1991; Barney &
Hesterly, 2012; Kozlenkova et al., 2013). Therefore,
the present study analyzed the performance
consequences of monetary proficiency based on
RBV logic on the association between financial
resource availability and SME growth in Ghana.
Table 1 illustrates the contribution to GDP by the
various SMEs sectors in Ghana.

Table 1. Various SMEs sector contributions to
GDP in Ghana

Source: Ghana Statistical Service (2017).

Sector 2012 : 2013 : 2014 : 2015 : 2016
Agriculture 31.8 ¢ 29.8 ¢ 253 ¢ 23.0 : 22.0
Industry i 19.0 191 ¢ 256 : 28.6 : 285
Service 49.2 ¢ 511 ¢ 491 ¢ 484 : 495

GDP at basic price | 100.00 :100.00 100.00  100.00  100.00

2. HYPOTHESES
DEVELOPMENT

2.1. Financial resource availability and
SME growth

Financial resource availability has attracted
significant interest from academic scholars over the
years. Furthermore, many scholars have undertaken
studies related to firm financial resource availability
and managed to document a comprehensive
association between financial resource availability
and performance (e.g. Adomako & Danso, 2014;
Cooper et al., 1994; Wilklund & Shepherd, 2005).
Most importantly, a major outcome that surfaced
from these studies indicated the significant
relationship between financial resource availability
and organizational performance. In regard to this
matter, an empirical study conducted by Neneh
(2016) on South Africa SMEs managed to discover
a significant and positive correlation between
financial capital availability and the performance
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of SMEs. Meanwhile, related literature seems to
suggest that entrepreneurs with sufficient monetary
assets are more likely to secure the most necessary
assets for their firm operations (e.g. Atkas et al,
2015; Byrd, Ross, & Clackin, 2013). Additionally,
Atkas et al. (2015) contended that entrepreneurs
who have limited monetary funding may not be able
to undertake any meaningful lucrative investment
ventures. For instance, adequate monetary funding
enables owners of SMEs to secure all the necessary
assets required for their operations. Hence, it could
be further argued based on the preceding arguments
that adequate monetary funding is uniquely relevant
to SMEs in overcoming their monetary issues which
have been restricting their execution and growth.
Therefore, the importance of SMEs to have adequate
monetary funding should never be taken lightly. In
this case, the proposition that financial resource
availability strongly influences SME growth was
verified in the present study based on the following
hypothesis:

HI: Financial resource availability is positively
related to SME growth.

2.2. Financial literacy,
financial resource availability
and SME growth

In reference to RBV as a standpoint of departure,
the present study attempts to enhance the idea of
a firm growth benefits with the prominent compe-
tence of monetary proficiency as a unique intan-
gible resource. In addition, this study addressed
the question whether the impact of monetary
proficiency on organization development is con-
ditioned by financial resources availability in the
context of SMEs from developing economies, par-
ticularly Ghana. More specifically, financial re-
source availability becomes more valuable when
it is properly managed to produce good outcomes
such as growth and performance (Miller et al,
2009; Adomako & Danso, 2014). In regard to this,
recent evidence (e.g. Lusardi & Mitchell, 2013; Van
Rooij et al., 2011; Adomako & Danso, 2014) seems
to suggest a strong correlation between monetary
proficiency and monetary results. Meanwhile, the
existing literature authenticated the fact that mon-
etary proficiency serves as an important means in
guiding the monetary matters of an organization
(Lusardi & Mitchell, 2013; Wiklund & Shepherd,
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2005). Hence, in regard to this connection, it is
strongly argued that monetary proficiency is def-
initely able to prevent the entrepreneurs from
making any unsatisfactory monetary decisions
(Campbell, 2006). Hence, it is important for en-
trepreneurs to be more aware of this, considering
that their monetary proficiency plays an impor-
tant role in determining and improving the neces-
sary monetary insights that are helpful in creating
estimated expenses, sales revenue, objective re-
porting, economical scheme, and imperative and
monetary contributions decisions (Greenspan,
2002; Lusardi, 2008; Drexler et al., 2014). In the
same manner, it could be further argued that en-
trepreneurs with prominent competence of mon-
etary proficiency are more inclined to be highly
progressive in the capital markets due to the re-
duction in information asymmetry (Campbell,
2006; Miller et al., 2009). In addition, the financial
knowledge and financial skills of entrepreneurs
tend to increase as a result of higher awareness of
monetary proficiency (Hilgert et al., 2003; Lusardi
et al.,, 2010). Therefore, the present study contend-
ed that it is crucial to regard monetary proficiency
as a possible variable in the relationship between
financial resource availability and SME growth in
less matured economies that have been faced with
the issue of poor monetary proficiency. The cur-
rent research assumed that monetary proficiency
positively enhances the relationship between fi-
nancial resource availability and SME growth.
Hence, it can be hypothesized that:

H2: In SME;s, the impact of financial resource
availability on growth becomes more positive
when entrepreneur financial literacy is high.

3. METHODOLOGY
3.1. Sample and data collection

Ghana as part of the economically developing na-
tions in Sub-Saharan Africa is faced with lack of
monetary assets that poses as a major constraint
in the firm growth (Fjose, 2010; Beck et al., 2008;
Demirguc-Kunt et al., 2013). Hence, this provides
a rational explanation as to why Ghana was chosen
as the subject of the present study which aimed to
investigate the impact of financial resource avail-
ability on SME growth. In regard to this, the cur-
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rent research decided that it was ideal to focus on a
single host country Ghana, particularly its service
SMEs, for the purpose of preventing any potential
effects from extraneous confounding variables that
might come from legal, cultural, and other insti-
tutional settings. More importantly, service SMEs
such as hotels, restaurants, transport, and storage
were chosen for the analysis due to the following
reasons. First, the Ghana Statistical Service (2016)
stated that the service SMEs rank first in all the ten
regions of the country in terms of business estab-
lishment based on economic sectors. Second, in
Ghana, the service SMEs contribute the highest to
Gross Domestic Product (GDP) compared to agri-
culture and industrial SMEs. Apart from that, it is
critical to note that the service SME is the leading
sector in the private sector of the Ghana economy,
particularly in terms of employment generations,
innovations, exports, as well as economic growth
and development (GSS, 2016).

The present study used the multi-stage cluster sam-
pling technique which involved a geographical
stratification of the entire country into areas dom-
inated by the service SMEs activities. In this case,
three regional capital cities, namely Accra, Kumasi,
and Sunyani, were deemed appropriate. Meanwhile,
the SME definition provided by the Ghana National
Board for Small Scale Industries (NBSSI) was ad-
opted in the current survey which stated the fact
that SMEs tend to operate from a fixed premises and
employ between a total of 6 and 99 workers. In addi-
tion, three enumerators who were business gradu-
ate students from a local polytechnic in each region
were hired and provided with the necessary train-
ing for the purpose of data collection. In the case of
this study, the enumerators were thoroughly briefed
on the geographical coverage of the study and pro-
vided with a list containing the information of the
sampled SMEs obtained from the Ghana Statistical
Service (GSS) headquarters in Accra which include
their names, addresses, and telephone numbers
for the purpose of distributing the questionnaires.
Meanwhile, the respondents of the present study
were selected based on several characteristics de-
scribed as follows: (1) service SMEs that are regis-
tered, (2) SMEs which consist of a total number of
6 to 99 employees, (3) SMEs that have been estab-
lished for more than three years, and (4) SMEs that
are privately owned. Moreover, it is important to
note that the questionnaires were self-administered
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with the assistance of the trained enumerators. On
another note, the participants were assured about
the confidentiality of their responses. Overall, a
total number of 500 questionnaires were allocat-
ed to owner-managers and other entrepreneurs
of service SMEs in several chosen regional capital
cities of Ghana. Of the respondents who received
the questionnaire across the selected regions, only
304 questionnaires were returned which represent
60.8% response rate. The positive feedback seems
to suggest that the strategy of employing female
enumerators to collect data from owner-managers
and other entrepreneurs of SMEs was effective be-
cause they were highly welcomed. Nevertheless, an
expediting action was performed using telephone
to cross check the respondents for the purpose of
authenticating the validity of the data collected. In
this case, at least 15 to 20 respondents were ran-
domly selected from each region to validate the re-
sponses. In the survey, the respondents were asked
to provide their feedbacks on several questions in
the questionnaire. The findings from the survey re-
vealed that the feedbacks were in agreement with
the real survey feedbacks. Therefore, this suggests
that the participants provided valid feedbacks in
the main questionnaire and were competent from
a homogeneous population.

3.2. Variables and measures
3.2.1. SME growth

In the current research, SME growth is operated
as the dependent variable. Similar to other previ-
ous survey studies (e.g. Delmer, 1997; Delmer et
al., 2003; Storey, 1994), the current research also
utilized the absolute measure of growth. Recent
evidence (e.g. Davidsson et al., 2006; Wiklund &
Shepherd, 2005) discovered that a complete mea-
sure of growth is well associated with the percep-
tual measures of growth. Therefore, the research-
ers used 3-item measurement with seven-point
Likert scale which was in the range of 1 = strongly
disagree to 7 = strongly agree to capture the per-
ception of respondents on firm growth.

3.2.2. Financial resource availability
On another note, financial resource availability is

served as the independent variable tested in the
current research. Financial resource availability is
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described as the entrepreneur’s level of satisfaction
regarding the access to monetary assets. The pres-
ent study measured financial resource availability
by 4-subjective item measurement as suggested
by past studies (Cooper et al., 1994; Wiklund &
Shepherd, 2005; Adomako & Danso, 2014). These
4-subjective item measurement sought to examine
SME the level of satisfaction of entrepreneurs re-
garding their approach to monetary assets. The re-
searchers used four seven-point Likert scale items
ranging from 1 = strongly disagree to 7 = strong-
ly agree with the aim of obtaining the subjective
views of the respondents regarding how they can
obtain monetary assets that can help to strength-
en their business operations.

3.2.3. Financial literacy

Financial literacy was tested as the moderating
variable in the present study. More importantly,
the current research relied on the similar survey
to gather data that would be helpful in measuring
the level of monetary proficiency among the entre-
preneurs (Sucuahi, 2013; Fatoki, 2014; Adomako &
Danso, 2014). Moreover, these items were modi-
fied to suit the study context. The researchers used
three seven-point Likert scale with the items being
measure in the range of 1 = strongly disagree to
7 = strongly agree with the aim of obtaining the
perceptions of the participant’s level in regard to
monetary proficiency.

3.3. Control variables

The current research used three controlled firm-
level variables, namely firm ownership type, firm
age, and firm size based on the survey conducted
by past studies (Yasuda, 2005; Wiklund et al., 2007;
Wakkee et al., 2015). It is argued that the stylized
fact of firm size has been revealed in the previous
literature to have negative effect on firm growth
(Yasuda, 2005; Bottazzi & Secchi, 2003). Firm size
is measured using the number of full time employ-
ees including owner-manager. Firm age may have
impact on firm growth. Firm age is measured as
the number of years in business. The negative ef-
fect of age on firm growth is consistent even
among organizations and countries (Wiklund
et al., 2007; Yasuda, 2005). Wakkee et al. (2015),
disclose that firm ownership helps firms to ben-
efit from financial capital and has positive effect
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Investment Management and Financial Innovations, Volume 16, Issue 1, 2019

on their growth. For ownership type (sole propri-
etor = 1; others = 0) were controlled. Therefore, it
was necessary to control these variables alongside
their theoretical construct of interest.

4. ANALYSIS AND RESULTS
4.1. Reliability and validity constructs

Table 2 presents the descriptive statistics which
consist of mean, standard deviation, skewness,
and kurtosis values for all variables (i.e. firm
growth, financial resource availability, finan-
cial literacy, firm type, firm age, and firm size).
Meanwhile, the number of items and Cronbach’s
alpha values are illustrated in Table 3 whereby
all of the constructs display the values more
than 0.7, thus, suggesting that all items used in
the present study are certainly reliable (Nunally,
1978). In addition, this study also assessed a
unique measure of internal consistency reliabil-
ity which was dapped as ‘composite reliability’.
Furthermore, it can be observed in Table 3 that
all composite reliability values for each con-
struct exceed 0.6, which further signifies the re-
affirmation of study items reliability in measur-

ing each theoretical construct. Next, the pres-
ent study tested the three-factor confirmatory
factor analysis model as suggested by Anderson
and Garbing (1988) which manages to produce
a good fit to the data as follows: y° =514.10,

df =296,  x*/df =1.74, RMSEA = 0.05,
NNFI = 0.95, CFI = 0.96, while the value of the
standardized root mean square residual (SRMR)
is shown to be 0.05. Apart from that, the items
and their loadings, associate t-values, and aver-
age variance extracted (AVE) are also tabulated
in the same table. Meanwhile, the good model
fit indices particularly referring to the average
variance extracted (AVE) is above 0.5, which
further demonstrates the convergent validity of
each study construct. Finally, the AVE values

were compared with the shared variances be-
tween the constructs with the aim on analysing
the discriminant validity (Hair et al., 2014). On
another note, it can be concluded from Table 3
that the discriminant validity of each construct
is supported because each of them is significant
compared to the corresponding inter-construct
squared correlations. Therefore, this further im-
plies that the distinctiveness of the study con-
structs managed to capture the phenomenon

that failed to be achieved by other measures.

Table 2. Descriptive statistics of the study constructs

Source: Survey data.

Variable Min Max : Mean SD Skewness Kurtosis
Frmgrowth 1.00 700 . 455 127 . 044 -0.40
Financial resource availability (FRA) ¢ 100 ¢ 700 : 468 : 131 =043 -0.26
Financial literacy (FL) £ 133 0700 i 552 ¢ 115 - -1.05 110
Firm type (sole proprietor = “17) ~£000 ¢ 100 : 053 : 050 =013 -2.00
Frmage 100 387 205 066 005 046
Firm size 100 500 @ 249 . 1.26 0.34 -1.04
Note: SD = standard deviation.
Table 3. Confirmatory analysis results
Source: Survey data.
Construct Items Loading t-values CR AVE CA
Constantly growth in sales 079 _Fixed
Firm growth ‘ Has employed more people 071 1043 079 0.55 0.78
: Consistent increase in the market value 072 1052 ¢
: Continuous access to finance 085 Fixed
Financial resource ;Available acpes.s to finance 0.88 1635 0.85 0.59 0.84
availability : Easy access to finance 0.69 1248 ¢
: Satisfactory level with its finances 061 1057 ¢
Prepare daily sales records 0.67 Fixed ¢
Financial literacy ‘ Manage working capital 092 1073 ¢ 0.81 0.59 0.80
“ Make sound financial investment decision 0.70 10.17

Notes: Loadings are significant at 1%; CR = Composite reliability, AVE = average variance extracted, CA = Cronbach Alpha.
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4.2. Assessment
of common method bias

The present study examined whether common
methodbias (CMB)issufficiently presentin the data
considering that data collected based on self-report
survey may be infested with common method bias
(Krishnan et al., 2006). As suggested by Podsakoft
et al. (2003), a Herman one factor test was carried
out and the findings revealed an extremely poor
indication as follows: y° =6786.14; df =495;

7°/df =13.71; RMSEA =0.22; NNFI = 0.28;
CFI =0.32; SRMR =0.18. Next, further analysis
was performed in order to test the CMB as sug-
gested by Cote and Buckley (1987). In this case, a
single factor was incorporated in each manifest
indicator, thus producing a significant and better
fit of the data given: y° =1093.71; df =467,

7/df =2.34; Ay*(df,p)=5692.43

(28,p<.001); RMSEA =0.07; NNFI=0.89
CFI = 0.91; SRMR = 0.07. Therefore, these results
have indicated and confirmed that common
method bias was not a problem for the following
hypothesis analysis.

4.3. Measurement model analysis

The hypotheses of the present study were test-
ed in reference to several recent studies (e.g.
Cadogan et al., 2013; Boso et al., 2013), partic-
ularly in regard to the impact of the interac-
tion variable which tends to raise the issue of
multicollinearity. The dominant view of Little,
Bovaird, and Widaman (2006) describes that
the failure to determine both external and in-
ternal variables will result in structural coeffi-
cient bias. In the present study, the hierarchical
moderated regression was employed to analyse
the hypotheses based on two approaches with
the aim of evaluating the interrelationship be-

tween financial resource availability, financial
literacy, and SME growth. The first approach
refers to the assessment of the structured vari-
ables, while the second approach involves the
regression analysis that is incorporated with
interaction terms nested in the main effect
model. In this case, both the hypothesised and
non-hypothesised control variables were incor-
porated together in the second model. Table 4
presents the results of the collinearity test ob-
tained from the residual cantering method. As
can be observed in the same table, all variables
used in the regression estimate show a low vari-
ance inflation factor (VIF) which is less than
the recommended threshold of 5.00 suggested
by Hair et al. (2014). Hence, it can be verified
that the variables in the regression estimate
are effective in interpreting the results. On an-
other note, the H1 of the current research hy-
pothesised that there is a direct link between fi-
nancial resource availability and SME growth.
Meanwhile, model 2 shows a positive coefficient
(,3 =0.251t=4.14, p< 0.001), which further
indicates that H1 is supported. Additionally, H2
revealed that the positive effect of financial re-
source availability on SME growth is increased
with high monetary proficiency. Meanwhile, the
findings in model 2 confirmed that H2 is sup-
ported given (ﬂ =0.25,1t=437,p< 0.001).

Figure 1 indicates the joint effect of financial re-
source availability and financial proficiency on
SMEs growth. The findings suggest that SMEs
with high levels of financial proficiency nor-
mally grow rapidly than SMEs with low levels
of financial proficiency. Indicating that when
firms have similar levels of financial resource
availability, the firm with high levels of finan-
cial proficiency will outperform the firm with
low levels of financial proficiency. This sup-

Table 4. Collinearity diagnostics using firm growth as the dependent variable

Source: Survey data.

Variables Tolerance | VIF C(m((i’iet;on Variance proportion
o1 2 3 4 5 6
Financial resource availability .85 a7 o 374 0.00 : 0.00 : 0.00 : 091 : 0.00 : 0.01
Financial literacy 86 116 . 569 002 0.0l = 001  0.00 : 002 0.89
Financial resource reliability .84 119 ¢ 445 0.03 : 016 : 001 @ 0.00 : 0.56 : 0.12
Firm type (sole proprietor = “1”) 9% ¢ 104 . 1075 ¢ 068 @ 0.01 : 036 : 000 : 0.09 : 0.01
Firm age 92109 1369 026 075 017 003 014 001
Firm size 1.00 1.00 2025 002 024 027 003 016 _ 0.07

Note: VIF = variance inflation factor.
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Table 5. Results of moderated regression analysis

Source: Survey data.

Dependent variable: SME growth Model 1 Model 2

Control variables e S S e
Firm ownership LT0.43(=2.01) -0.09139) .
Firmage ..0300.60) 0.110.69) ...
Firmsize 70.05(=0.74) -0.05-0.82) .
Main effectcpath . O N
Financial resource availability L0.2208.59) 0.25(.14)
Financial literacy 015@2.33) 0.216.17) o
Moderating effect S S e
FRAYFL = B 0.25@4.37)
Goodness of fitindices S S e
R 0301 0344
R e T S 048
AdiRE 0.278 0312
F statistics 0.000 ' 0.002

Note: Standardized coefficients are reported (t-values are in parentheses), significant levels * = 0.05; ** = 0.01; (1 = tail test).

ports the argument by Lusardi and Mitchell
(2013) that sufficient financial capital alone
without financial proficiency in managing the
finance may not have significant effect on firm
performance. This discloses that financial pro-
ficiency is an important intangible resource for
firm growth. Financial proficiency influences
financial outcomes of a firm simply because
it is an important tool for steering the finan-
cial affairs of a firm (Lusardi & Mitchell, 2013;
Wiklund & Shepherd, 2005). Because of this
steering effect, financial proficiency serves as a
moderating variable that enhances the associa-
tion between financial resource availability and
SMEs growth.
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5. DISCUSSION
AND IMPLICATIONS

The purpose of this paper was to expand the
knowledge on the moderating role of monetary
proficiency in regard to the relationship between
financial resource availability and SMEs growth.
The present study assessed the strong relationship
between financial resource availability and SMEs
growth, as well as the possible moderating role
of monetary proficiency. Moreover, the objective
of the current research was to widen the body of
knowledge of venture capitalism and scheme by
simplifying this relationship. Accordingly, the
impact of financial resource availability and mon-

Low financial resource availability High financial resource availability

== &= |ow Financial literacy

High Financial literacy

Figure 1. The joint effect of financial resource availability and financial literacy on firm growth
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etary proficiency on growth was developed. In re-
gard to this matter, a considerable amount of lit-
erature indicates that organizations with sufficient
monetary assets are more inclined to enhance
their progress (Cooper et al., 1994; Wiklund &
Shepherd, 2005). Nevertheless, it has been argued
that there has been limited reliable evidence in re-
gard to the relationship between financial resource
availability and growth, especially in countries
with underdeveloped economies such as Ghana.
Moreover, the edge conditions for this particular
model have not been properly managed based on
the unique context in Ghana. Meanwhile, the cur-
rent research developed a number of hypotheses
for the purpose of analyzing the arguments in this
study. The findings revealed the following: (1) fi-
nancial resource availability has a positive and sig-
nificant effect on SMEs growth, which indicates
that H1 is supported, and (2) the impact of finan-
cial resource availability on SMEs growth become
more positive when the monetary proficiency of
entrepreneurs is high, thus implying that H2 is
supported. Hence, the present study opined that
monetary proficiency was able to enhance SMEs
growth, particularly when entrepreneurs possess
available monetary budgets. These findings am-
plifier the notion that monetary proficiency is a
contingency factor and those who are monetary
proficient will be able to enhance the progress of
their business by taking into account this possible
factor. The findings of the current research have
numerous logical and organizational consequenc-
es that are further explained in the following sub-
sections. Theoretical and managerial implications
are elaborated below.

5.1. Theoretical implications

The current research provides several contribu-
tions to the growing body of literature from the
theoretical standpoint, particularly in SMEs fi-
nancing and growth under the entrepreneurship
and strategy literature. First, the direct effect of
financial resource availability on SMEs growth
shed new insights on the distinctive character-
istics of monetary assets which serve as a crucial
element in organisational performance (Cooper et
al., 1994; Wiklund & Shepherd, 2005; Adomako &
Danso, 2014). In addition, the results also indicated
that financial resource availability acts as a predic-
tor of firm growth. The absence of this calibre of
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study, particularly the entrepreneurship theory,
was unable to reveal fresh perspective on the task
of financial resource availability on SMEs growth
in less developed economy such as Ghana. The sig-
nificant contribution here refers to the possibility
that scholars can incorporate the role of financial
resource availability in future works, especially
when SMEs report superior growth. Next, another
theoretical implication of this study is that growth
is one strategy of SMEs internationalization pre-
scribe as dynamic and evolutionary process for the
firm (e.g. Dobbs & Hamilton, 2007; Aldrich, 1999;
Scot & Bruce, 1987). Internationalization of SMEs
can be achieved through the resources control by
the firm (Barney, 1991; Wernerfelt, 1984). RBV is
centred on firm resources both tangible and in-
tangible such as financial resources and capabili-
ties (Gupta et al., 2013; Yazdanfar & Habib, 2016).
From a perspective of RBV, for any firm to have
better performance largely depends on the quality
resources it’s possesses and how uniquely the re-
sources are mixed to enhance its competitive ad-
vantage (Barney, 1991; Gupta et al., 2013; Yazdanfar
& Habib, 2016). Accordingly, with reference to RBV
as a point of departure, in Ghana, as SMEs gradu-
ally learn to build up financial resources and devel-
op financial proficiency under their control, they
intend to support the internationalization of these
SMEs as a major growth strategy with the liber-
alized international marketplace. On this front,
through SMEs internationalization the economy
growth of the nation can be boosted (EC, 2007).
Moreover, SMEs internationalisation could facili-
tates its operations in the foreign market or give
global exposure through increase their awareness,
increase in expansion of firm relationship and net-
work, and accumulations of knowledge (Beamish,
1990). The third theoretical implication is that the
current research managed to clarify why mone-
tary proficiency is very important by indicating its
moderating role, especially for entrepreneurs who
possess adequate financial resources. Therefore,
the present study highly concluded that monetary
proficiency further strengthens the association
between financial resource availability and SMEs
growth. The implication is that failure to acknowl-
edge the moderating role of monetary proficiency
will slightly restricts a very vital contribution to
entrepreneurship and strategy literature. Hence,
the possible role of monetary proficiency was
investigated in this study.
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5.2. Managerial implications

Previous studies have suffered from the lack of
discussion on the notion that financial resource
availability predicts SMEs growth. Hence, the current
research extended this investigation by further
exploring the underdeveloped country. Additionally,
the moderating role of monetary proficiency on the
association between financial resource availability
and SMEs growth was examined in this study.
Consequently, this study managed to establish the
crucial role of financial resource availability and
monetary proficiency in enhancing SMEs growth in
the context of a developing country. In regard to this,
from a practical standpoint, it is recommended for
owner-managers and policy makers to be more aware
of financial resource availability and emphasise more
on the techniques that can help to manage monetary
assets effectively. Apart from that, it is also crucial for
the government to assist entrepreneurs in developing
their financial literacy capabilities with the purpose
of managing and making good financial decisions
to support their businesses. Furthermore, this
development would require government to organize
financial literacy education and training for owners
of SMEs. On another note, it is suggested for the
owner-managers of SMEs to develop their monetary
assets together with monetary proficiency. Overall,
it is hoped for those SMEs owners to concentrate
on monetary assets and take into account the
importance of monetary proficiency to ensure that
growth can be achieved. Nonetheless, the findings
of this study revealed that superior growth can be
achieved when entrepreneurs are highly monetary
proficient.

6. LIMITATIONS
AND RECOMMENDATIONS
FOR FUTURE RESEARCH

In regard to the findings and research methods
of the current study, some limitations need to be
acknowledged and addressed. First, it is necessary

for future works to control some variables that can
affect the growth outcome (e.g. firm ownership,
firmsize,and firm age), because this study failed to
control other potential and influential covariates
that were incorporated in past research such
as environmental munificence and dynamism
(Eisenhardt & Tabrizi, 1995). Consequently,
this impacted the clear observation concerning
the relationship between financial resource
availability and SMEs growth in the present study.
Nevertheless, this open future opportunities for
academic scholars to further explore the field of
this study. Second, the generalizability of these
findings was limited, because the sample data
were only obtained from service SMEs in Ghana.
However, it should be noted that Ghana may have
similar financial institutional development with
other developing countries in Africa; hence, the
outcome of the current research can be applied
to other economically developing nations in the
world. Therefore, it is very crucial to consider the
possibility of variations in monetary institutional
development  among  the  economically
developing nations in hope that it can produce
a more desirable outcomes. Furthermore, it may
be fruitful to repetitively incorporate this study
framework by relying on data from other SMEs
sectors such as manufacturing and agriculture
from other developing countries. Third, another
interesting limitation of this study was the lack
of discovery on the measurement of monetary
proficiency; hence, it is important to be further
discovered in future works. On another note, the
present study only utilized three items to measure
financial literacy due to the context relevancy
which included records keeping, working capital
management, and financial investment decision.
Therefore, future studies can incorporate other
items such as budgeting, financial statement
preparation, financial statement analysis and
financial statement review which could influence
the effect of financial resource availability on
growth. Finally, future studies need to develop a
more comprehensive measurement of monetary
proficiency.

CONCLUSION

In summary, the results of the current research showed a clear agreement on the notion that resource
availability acts as the key predictor of firm growth and internationalization of local SMEs, which should

http://dx.doi.org/10.21511/imfi.16(1).2019.12
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be developed as the central focus of entrepreneurial activities. Hence, SMEs owners should recognize
and intensify their quest of mobilizing financial resources. Apart from that, the present study also
challenged both scholars and entrepreneurs to embark on the learning process of financial management
seriously considering its significant impact on the growth and internationalization of local SMEs in

developing countries.
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