



Bridging the Financial Knowledge Gap: How Financial Literacy Training Strategies Influence SME Success in Developing Nations

Abstract 
The review examines the influence of financial literacy training strategies on Small and Medium-sized Enterprises (SMEs) success in developing nations, focusing on their contribution to tax compliance, financial management, and adherence to regulatory requirements. A systematic analysis of existing literature assesses the effectiveness of structured financial training initiatives, digital tax solutions, and policy measures designed to address compliance challenges. Research sources include academic databases such as Google Scholar, Scopus, and Web of Science, alongside reports from institutions like the World Bank, OECD, and national tax authorities, covering studies published between 2019 and 2024. Findings reveal that SMEs with stronger financial literacy experience greater financial stability, improved access to funding, and enhanced business sustainability. Complex tax frameworks, high compliance costs, and limited awareness continue to present significant obstacles to SME growth. The review suggests that incorporating financial literacy training into SME development programmes, streamlining tax policies, and adopting digital solutions can strengthen SME resilience and expansion in developing economies. These findings offer valuable insights for policymakers, financial institutions, and business development agencies seeking to create a more enabling regulatory and financial landscape for SMEs.
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Introduction 
SMEs play a crucial role in economic development, particularly in developing nations, where they contribute significantly to employment creation and GDP growth (OECD, 2021). The Organisation for Economic Co-operation and Development (OECD) (2021) states that SMEs account for approximately 99% of all enterprises and serve as a primary source of employment, generating between 50% and 60% of value added on average. Financial constraints and limited managerial expertise frequently hinder SME success. Enhancing financial literacy among entrepreneurs has become essential in strengthening SME performance by equipping business owners with critical financial management competencies (Al-Tal, & Al-Okaily, 2024). Research highlights that financial literacy plays a vital role in improving access to finance, ultimately strengthening SMEs’ financial performance (Amoah et al., 2021; Yusoff et al., 2023).
Understanding and applying financial principles such as budgeting, saving, investing, and financial risk assessment are key components of financial literacy (Huston, 2010). SME owners and managers require financial literacy skills to navigate financial challenges, secure funding, and maintain business sustainability (Owusu et al., 2019). Studies have shown that greater financial literacy enhances access to finance and contributes to stronger business performance (Xero, 2024; Smith & Johnson, 2023). Entrepreneurs with financial literacy skills are more inclined to implement sound financial management practices, which positively impact their firms’ profitability and long-term survival (Amoah et al., 2021). Addressing knowledge gaps through financial literacy training empowers SMEs to make informed financial decisions, ultimately improving their operational efficiency (Eniola & Entebang, 2017; Torsu & Dzodzodzi, 2024).
[bookmark: _GoBack]Developing and implementing effective financial literacy training strategies requires tailoring programmes to meet the unique needs of SMEs across various economic and cultural contexts. Workshops, mentorship initiatives, digital learning platforms, and government-backed educational programmes are among the widely used training approaches (Eniola & Entebang, 2016; Alharbi et al., 2022). Empirical studies suggest that SMEs participating in structured financial literacy training demonstrate stronger financial planning, accurate record-keeping, and improved investment decision-making (Xero. (2024; Eniola & Entebang, 2021; Abdallah et al., 2024). Integrating financial literacy into broader entrepreneurship training initiatives strengthens SME resilience, particularly in unstable economic conditions. Financial literacy equips entrepreneurs with the ability to evaluate risks and opportunities effectively, leading to well-informed decision-making essential for business sustainability. Research findings indicate that financial literacy positively affects SMEs’ access to finance and overall performance (Amoah et al., 2021; Eniola & Entebang, 2021; Akpuokwe et al., 2024). Given the significant role of SMEs in economic development, prioritising financial literacy training remains fundamental to enhancing their success and long-term growth (Agyei, 2018; Al-Shami et al., 2024).
SMEs play a crucial role in driving economic growth and employment in developing nations, yet various financial challenges highlight the importance of financial literacy training (Ye & Kulathunga, 2019). A systematic literature review revealed that poor financial management practices are prevalent among SMEs in these regions, largely due to insufficient financial literacy among business owners and managers (Adato & Onsare, 2023). Limited financial knowledge restricts their ability to make well-informed financial decisions, negatively impacting profitability and business sustainability (Chepkemoi et al., 2017). Access to finance remains a major challenge, as financial institutions often perceive SMEs as high-risk ventures, primarily due to inadequate financial knowledge and poorly maintained financial records (Richmond, 2024). This perception results in stringent lending conditions, making it difficult for SMEs to obtain funding for business expansion and operations (Kristanto, 2022; Damayanti et al., 2018). A study on BRICS nations further highlighted that low financial literacy levels contribute to financial exclusion, limiting SMEs’ ability to utilise digital financial services effectively (Kumar et al., 2023).
The increasing adoption of digital financial services presents both advantages and obstacles for SMEs. Digital tools have the potential to enhance financial efficiency, yet SMEs with limited financial literacy may struggle to adapt, preventing them from fully leveraging these technological advancements (Kumar et al., 2023). Strengthening financial literacy is essential to equipping SMEs with the necessary skills to navigate the complexities of modern financial systems.
Empirical studies demonstrate the positive influence of financial literacy on SME performance. Research conducted in Yogyakarta found that enhanced financial literacy improves access to finance and fosters a proactive approach to financial risk, ultimately leading to better financial outcomes (Kristanto, 2022). This aligns with previous findings indicating that financial literacy is strongly associated with SME success, including improved financial management, greater access to credit, and increased profitability (Amoah et al., 2021; Eniola & Entebang, 2021). Implementing structured financial literacy training programmes is crucial in empowering SME owners and managers with the knowledge required to address financial challenges and contribute effectively to economic development.
This review examines financial literacy training strategies and their impact on SME success in developing countries, assessing how increased financial knowledge enhances financial management, access to finance, and long-term business sustainability.
This study provides valuable insights for policymakers, financial institutions, and business development agencies, highlighting the need for targeted financial literacy initiatives to enhance SME resilience, drive economic growth, and promote sustainable development in developing nations. Policymakers can foster an environment conducive to financial literacy by formulating policies that promote financial education and provide incentives for SMEs to engage in training programs. These policies could include tax breaks for businesses investing in capacity-building initiatives or subsidies aimed at supporting financial literacy programs for underserved entrepreneurs. Financial institutions can enhance the impact of these training efforts by offering customized financial products tailored to the specific needs of financially literate SMEs. Through collaborations with training organizations, these institutions can also help raise awareness and promote financial education, enabling SMEs to become more attractive and credible borrowers. Business development agencies can further support this process by providing targeted training, workshops, and resources that not only improve SMEs’ understanding of financial principles but also guide them on how to apply them effectively. These agencies can also play a critical role in connecting SMEs with suitable financial institutions and offering advice on how to utilize financing opportunities for growth. 
Together, these key stakeholders can significantly amplify the effectiveness of financial literacy programs, ensuring that SMEs in developing countries are well-prepared to succeed in a competitive marketplace and secure the financial resources necessary for their expansion.


Methodology 
A systematic approach was employed to examine literature how financial training strategies by influence financial literacy training strategies influence SME Success in developing nations on tax compliance and financial regulations impacting SMEs. Peer-reviewed journal articles, reports from international financial institutions, and government publications published between 2019 and 2023 were prioritised to ensure credibility and relevance. This period was considered to obtain recent trends in SMEs’ training endeavors. A comprehensive search strategy identified sources discussing financial literacy strategies adopted by SMEs in various economic contexts. Findings from multiple regions were synthesised to offer a broad perspective on key themes, challenges, and potential solutions.
Eligibility Criteria
[bookmark: _Hlk192326169]Specific eligibility criteria were established to maintain the quality and relevance of the review. Studies were selected if they provided empirical evidence or policy analyses related to tax compliance and financial regulation challenges affecting SMEs. Recent publications exploring financial literacy training, budgeting and financial planning, access to credit and financial management skills, investment decision-making and risk management, cash flow management and business expansion, digital financial literacy and technological adoption, tax compliance and financial regulations awareness received priority. The inclusion criteria also required studies to cover SME operations in both developing and developed economies to allow comparative insights.
Exclusion Criteria
Research focusing exclusively on large corporations, individual taxpayers, or industries unrelated to SMEs was excluded. Studies without empirical data, theoretical discussions lacking policy implications, and articles from non-reputable sources were omitted. Outdated research misaligned with contemporary regulatory frameworks and emerging digital tax compliance solutions was also disregarded to maintain relevance to current business environments.
Information Sources and Search Strategy
Multiple academic databases and institutional reports were consulted to collect relevant information. Searches were conducted in databases such as Scopus, Web of Science, and Google Scholar using keywords like “Financial Literacy Training, Budgeting and Financial Planning, Access to Credit and Financial Management Skills, Investment Decision-Making and Risk Management, Cash Flow Management and Business Expansion, Digital Financial Literacy and Technological Adoption, Tax Compliance.” Reports from government agencies and international financial institutions were also examined to incorporate policy perspectives and financial literacy training strategies trend affecting SMEs globally. Boolean search operators refined search results, ensuring only studies meeting eligibility criteria were included.
Selection Process
A structured process filtered the most relevant studies. Titles and abstracts were initially screened to remove research misaligned with the study’s focus. Full-text reviews were conducted on shortlisted articles to evaluate methodological rigour, relevance, and contributions to understanding on how financial literacy trainings influence SMEs’ success. Duplicate studies and those lacking significant insights were excluded, ensuring a focused and high-quality selection of literature.
Data Items
Extracted data included geographical focus, financial literacy strategies analysed, financial literacy interventions, compliance challenges, and policy recommendations. Studies were categorised based on thematic focus to facilitate a structured synthesis of findings. The data extraction process ensured thorough examination of SME financial training strategies.
Study Risk of Bias Assessment
Minimising bias and enhancing reliability required evaluating each study’s methodology, data sources, and potential conflicts of interest. Research with clear empirical methods, transparent data collection, and well-documented analyses was prioritised. Risks related to funding influences or limited sample representativeness were considered when interpreting findings. A critical appraisal approach ensured a balanced review, incorporating both supportive and contradictory evidence on SME tax compliance and financial regulation.


Research Question
How do financial literacy training strategies influence the success of SMEs in developing nations?
Results of Literature Review
[bookmark: _Hlk192325547][bookmark: _Hlk191472490]Budgeting, Financial Planning and SMEs Success 
Financial literacy training equips SMEs with the necessary skills to manage financial resources efficiently. Budgeting and financial planning serve as fundamental components of financial management, allowing businesses to allocate resources effectively, regulate expenditures, and ensure long-term sustainability. Empirical studies highlight that SMEs implementing structured budgeting and financial planning practices achieve better cash flow management and financial stability, lowering the risk of business failure (Fatoki, 2021). Many SMEs, particularly in developing economies, encounter significant financial management challenges, often resulting in liquidity constraints and restricted growth opportunities (OECD, 2022).
Budgeting plays a vital role in SME financial management by offering a structured approach to revenue and expense management while ensuring alignment with strategic objectives. Businesses adopting formal budgeting frameworks can anticipate financial needs, eliminate unnecessary expenditures, and enhance operational efficiency (Alhassan & Sakyi-Dawson, 2023). Research findings indicate that SMEs following structured budgeting frameworks report increased profitability and stronger financial resilience than those without systematic financial management (Rahman et al., 2021). A study conducted in Kenya found that SMEs implementing comprehensive budgeting strategies experienced a 25% improvement in operational efficiency over two years (Mwangi & Wanjiru, 2022).
Financial planning strengthens SME sustainability by setting financial goals, forecasting future financial requirements, and formulating strategies to achieve these targets. Techniques such as zero-based budgeting, rolling forecasts, and scenario analysis enhance financial planning by ensuring SMEs remain flexible and responsive to market fluctuations (Kinyua, 2020). Zero-based budgeting requires businesses to justify each expense for every new budgeting period, leading to more efficient resource allocation (Njoroge, 2021). Rolling forecasts facilitate real-time adjustments to financial projections, improving adaptability in volatile business environments (Gherghina & Duca, 2023). Scenario analysis further enhances financial resilience by preparing businesses for various economic conditions, mitigating the impact of market disruptions (Tan et al., 2022). Research on Indonesian SMEs demonstrated that enterprises integrating rolling forecasts into financial planning achieved superior financial performance during economic downturns compared to those using traditional budgeting methods (Kristanto, 2022).
Financial planning promotes business sustainability by fostering financial discipline, increasing transparency, and improving investment decision-making. SMEs with structured financial plans enhance their ability to secure funding from banks and investors due to improved financial credibility (Ibrahim & Said, 2021). Furthermore, strategic reinvestment of profits through financial planning supports long-term business expansion (Yusoff et al., 2023). A study on South African SMEs found that businesses employing financial planning strategies exhibited a 30% higher survival rate over five years compared to those lacking structured financial plans (Maseko & Manyani, 2022). Integrating financial literacy training into SME operations strengthens financial management capabilities, enabling businesses to navigate uncertainties and sustain growth.
Implementing budgeting and financial planning remains a challenge for many SMEs due to limited financial literacy among business owners, which often results in poor budgeting decisions and financial mismanagement (Eniola & Entebang, 2021). Many SMEs, particularly in developing economies, lack access to formal financial literacy training programs, as financial education resources remain scarce (World Bank, 2021). The absence of technological infrastructure further complicates financial planning, with many SMEs relying on manual record-keeping systems prone to inefficiencies and errors. A study on Nigerian SMEs found that approximately 70% of small businesses struggle with budgeting due to insufficient financial education and inadequate access to digital financial tools (Adebayo & Okonkwo, 2022). Addressing these challenges requires targeted financial literacy initiatives, improved accessibility to digital financial management tools, and policy support aimed at enhancing SME financial education.

[bookmark: _Hlk191472558]Financial Management Skills, Access to Credit and SMEs Success 
Access to credit significantly impacts the sustainability and expansion of small and medium enterprises (SMEs). External financing remains essential for businesses seeking to enhance productivity, invest in technology, and scale operations. Limited financial literacy and inadequate financial management skills present significant challenges that prevent many SMEs from obtaining credit from financial institutions (OECD, 2022). Strengthening financial literacy enhances access to credit, improves debt management, reinforces financial record-keeping, and reduces credit risks, supporting long-term business success (Fatoki & Oni, 2021).
Financial literacy enables SME owners to navigate financial markets effectively by equipping them with skills to understand credit terms, interest rates, and repayment structures. Business owners with better financial knowledge secure loans under more favourable conditions (Eniola & Entebang, 2021). Research indicates that SMEs with higher financial literacy levels are more inclined to apply for formal credit and demonstrate lower loan default rates (Ibrahim & Said, 2021). In Kenya, SMEs receiving financial training reported a 30% higher success rate in obtaining credit than those lacking such knowledge (Mwangi & Wanjiru, 2022). Business owners with financial awareness evaluate different financing options, including microfinance, government-backed credit facilities, and traditional bank loans (Gherghina & Duca, 2023). Malaysian SMEs participating in financial literacy programmes achieved improved loan approval rates due to better financial planning and documentation (Yusoff et al., 2023).
Effective debt management remains critical for SMEs relying on credit to support business growth. Poor debt management leads to liquidity challenges, higher interest costs, and financial distress (Adebayo & Okonkwo, 2022). Structured repayment strategies, such as prioritising high-interest loans and negotiating flexible repayment terms, enable businesses to optimise credit while maintaining financial stability (Kristanto, 2022). Research findings indicate that SMEs implementing proactive debt management strategies experience improved cash flow and higher creditworthiness (Alhassan & Sakyi-Dawson, 2023). A study in South Africa found that enterprises with structured repayment plans had 40% lower default rates than those with unstructured debt practices (Maseko & Manyani, 2022). Debt restructuring and refinancing serve as additional strategies that alleviate repayment burdens and enhance financial sustainability (Tan et al., 2022).
Maintaining accurate financial records strengthens SMEs' ability to secure loans by demonstrating financial health, transparency, and accountability to lenders (Rahman et al., 2021). Financial institutions evaluate creditworthiness using statement of financial position, balance sheets, income statements, and cash flow statements, making well-documented financial information essential. Research in Bangladesh revealed that SMEs with comprehensive financial documentation had a 50% greater probability of securing bank loans than those with incomplete records (Rahman et al., 2021). Adopting digital financial management tools, such as cloud-based record-keeping systems and accounting software, enhances financial transparency and simplifies loan application processes (Kinyua, 2020). In Indonesia, SMEs integrating digital financial management tools reported improved financial reporting accuracy, leading to faster loan approvals (Kristanto, 2022). Compliance with regulatory requirements, including audited financial statements and tax filings, further enhances business credibility and facilitates access to credit (Njoroge, 2021).
Mitigating credit risks remains essential for SMEs aiming to maintain lender confidence and achieve financial sustainability. High default rates, inconsistent revenue streams, and limited collateral increase credit risks for small businesses (World Bank, 2023). Implementing credit risk management strategies, such as conducting credit assessments, diversifying revenue sources, and maintaining emergency funds, reduces financial vulnerabilities (Ibrahim & Said, 2021). Studies showed that SMEs with structured credit management policies experience lower loan default rates and greater financial stability (Fatoki, 2021). In Ghana, SMEs adopting credit risk assessment frameworks recorded a 20% decline in financial distress cases (Alhassan & Sakyi-Dawson, 2023). Financial literacy programmes tailored to SMEs equip business owners with the knowledge to make informed borrowing decisions, reducing over-indebtedness and strengthening financial resilience (Gherghina & Duca, 2023).


[bookmark: _Hlk192325621]Investment Decision-Making, Risk Management and SMEs Success
Investment decision-making and risk management remain critical factors in ensuring the sustainability and expansion of small and medium enterprises (SMEs). Well-informed investment choices, strategic risk assessment, diversification, and evaluating return on investment (ROI) enable businesses to navigate financial uncertainties while enhancing profitability. Financial literacy plays a crucial role in improving investment decisions, while risk mitigation strategies help businesses anticipate and address potential financial threats (OECD, 2022). SMEs that implement sound investment and risk management strategies achieve greater financial stability and long-term success (Gherghina & Duca, 2023).
Financial literacy equips SME owners with the knowledge to make informed investment decisions, leading to better financial outcomes and minimised exposure to high-risk ventures (Eniola & Entebang, 2021). Entrepreneurs with a strong understanding of financial concepts, such as capital budgeting, market trends, and risk-return trade-offs, allocate resources more effectively (Ibrahim & Said, 2021). Empirical evidence suggests that financially literate business owners are more likely to invest in profitable opportunities and manage capital prudently (Rahman et al., 2021). In Malaysia, SMEs that participated in financial education programmes demonstrated improved investment decision-making, resulting in a 25% rise in business profitability (Yusoff et al., 2023). A study in South Africa similarly found that SMEs with higher financial literacy levels had better access to external financing for investment and successfully expanded operations (Maseko & Manyani, 2022). Financial awareness also aids in understanding complex investment instruments, including venture capital, equity financing, and government grants, ensuring businesses select the most suitable funding options (Kristanto, 2022).
Understanding business risks and implementing mitigation strategies remain essential for maintaining financial stability and business continuity (Tan et al., 2022). SMEs encounter various risks, including economic downturns, market fluctuations, regulatory changes, and operational inefficiencies (Adebayo & Okonkwo, 2022). Identifying and categorising risks allows businesses to adopt proactive measures such as securing insurance policies, implementing strong internal controls, and hedging against currency risks (Alhassan & Sakyi-Dawson, 2023). Research indicated that SMEs conducting regular risk assessments experience reduced financial losses and improved operational efficiency (Fatoki & Oni, 2021). In Kenya, businesses that integrated risk management frameworks reported a 30% decline in financial losses caused by economic disruptions (Mwangi & Wanjiru, 2022). Business continuity planning further strengthens resilience, as demonstrated by Indonesian SMEs that embraced digital transformation strategies to mitigate the adverse effects of the COVID-19 pandemic (Kristanto, 2022).
Diversification remains a fundamental strategy for enhancing financial stability in SMEs by spreading risks across multiple investments and revenue streams (Gherghina & Duca, 2023). Businesses that diversify across different markets and product lines demonstrate greater resilience to economic fluctuations while sustaining profitability (Rahman et al., 2021). Empirical studies suggest that SMEs investing in multiple revenue sources, geographic markets, and investment portfolios experience reduced financial volatility and more stable revenue flows (Eniola & Entebang, 2021). In Nigeria, businesses that expanded operations into diverse sectors recorded a 20% increase in financial stability compared to those relying on a single revenue stream (Ibrahim & Said, 2021). Digitalisation has further supported diversification by enabling SMEs to explore e-commerce, digital payment solutions, and international markets (Njoroge, 2021). Investing in diverse asset classes, such as stocks, real estate, and bonds, enhances financial security by reducing dependence on a single income source (Alhassan & Sakyi-Dawson, 2023).
Evaluating return on investment (ROI) remains essential for SMEs seeking to measure financial decision effectiveness and optimise resource allocation (Fatoki & Oni, 2021). ROI assessment allows businesses to determine investment profitability, compare alternative projects, and make data-driven financial decisions (OECD, 2022). Financial performance indicators, including return on assets, net profit margin, and cash flow analysis, provide insights into investment viability (Rahman et al., 2021). A study in Ghana found that SMEs conducting regular ROI evaluations experienced a 15% increase in business profitability due to improved resource allocation (Alhassan & Sakyi-Dawson, 2023). Advancements in financial analytics have further enhanced ROI assessment by enabling SMEs to monitor investment performance and adjust strategies accordingly (Kristanto, 2022). In Malaysia, SMEs utilising cloud-based financial management tools improved investment monitoring and enhanced decision-making efficiency (Yusoff et al., 2023).
[bookmark: _Hlk191463785]Cash Flow Management and SMEs Success 
Managing cash flow effectively remains fundamental to the sustainability and expansion of SMEs. Maintaining adequate liquidity allows businesses to cover operational costs, seize growth opportunities, and mitigate financial risks (OECD, 2022). Many SMEs encounter cash flow difficulties due to delayed receivables, ineffective financial planning, and restricted access to credit, which can limit their capacity to scale operations (Gherghina & Duca, 2023). Employing structured cash flow management techniques strengthens financial stability, enhances creditworthiness, and promotes long-term business success (Fatoki & Oni, 2021).
The role of cash flow management in SMEs extends to ensuring business continuity, sustaining profitability, and facilitating expansion strategies (Eniola & Entebang, 2021). Maintaining a positive cash flow allows businesses to meet daily expenses, settle supplier payments on time, and reinvest profits into growth initiatives (Maseko & Manyani, 2022). Research in South Africa identified poor cash flow management, rather than low profitability, as a leading cause of SME failure, with 70% of businesses struggling due to liquidity issues (Adebayo & Okonkwo, 2022). Strengthening cash flow practices reduces financial distress and equips businesses with resilience against economic downturns (Ibrahim & Said, 2021). In Kenya, SMEs adopting structured cash flow planning tools reported a 40% increase in financial stability and a decline in supplier payment delays (Mwangi & Wanjiru, 2022). Strengthened liquidity management enables firms to pursue market expansion, secure investment funding, and explore new revenue streams (Rahman et al., 2021).
Optimising cash flow efficiency requires robust receivables management, cost control, inventory regulation, and the adoption of digital payment systems (Tan et al., 2022). Issuing invoices promptly and enforcing strict credit policies help businesses minimise late payments and mitigate the risk of bad debts (Kristanto, 2022). In Malaysia, SMEs using automated invoicing technology reduced delayed payments by 30%, resulting in improved cash flow (Yusoff et al., 2023). Managing operational costs through expense control and renegotiating supplier contracts enhances liquidity, freeing up capital for business growth (Alhassan & Sakyi-Dawson, 2023). Efficient inventory management also plays a crucial role in sustaining cash flow since excessive stock levels can tie up working capital and create liquidity constraints (Fatoki & Oni, 2021). A study in Nigeria found that SMEs adopting just-in-time (JIT) inventory management increased cash flow efficiency by 25% while reducing stock-related losses (Adebayo & Okonkwo, 2022). Expanding the use of digital payment solutions, such as mobile transactions and e-commerce platforms, further enhances transaction efficiency and accelerates cash inflows (Gherghina & Duca, 2023).
Enhancing financial literacy among SME owners strengthens their ability to make strategic financial decisions, directly contributing to business growth (OECD, 2022). A deeper understanding of financial principles enables entrepreneurs to assess market conditions, allocate resources efficiently, and formulate expansion strategies (Rahman et al., 2021). Empirical evidence from Indonesia indicates that SMEs with strong financial literacy skills achieved revenue growth rates 35% higher than their counterparts with limited financial knowledge (Kristanto, 2022). Accessing suitable financing options, including bank loans, venture capital, and government grants, becomes easier when business owners possess financial expertise (Eniola & Entebang, 2021). Greater financial knowledge also improves decision-making in areas such as taxation, budgeting, and capital investment, fostering long-term business sustainability (Maseko & Manyani, 2022). In Ghana, SMEs that engaged in financial training programmes reported improved cash flow management and increased access to external financing (Alhassan & Sakyi-Dawson, 2023).
Addressing cash flow constraints in developing economies necessitates eliminating structural barriers, expanding financial inclusion, and leveraging digital financial solutions (Tan et al., 2022). Many SMEs in emerging markets struggle with credit limitations, high transaction costs, and inefficient payment processing systems (Ibrahim & Said, 2021). Research conducted in Uganda showed that 60% of SMEs experienced liquidity shortages due to delayed customer payments and stringent loan conditions (Mwangi & Wanjiru, 2022). Strengthening financial infrastructure and increasing access to microfinance institutions can bridge financing gaps and stabilise cash flow for SMEs (Fatoki & Oni, 2021). In Kenya, mobile banking services such as M-Pesa have significantly improved SME access to financial services, enabling faster transactions and reducing liquidity shortages (Gherghina & Duca, 2023). Digital financial management tools, including cloud-based accounting systems, enhance cash flow forecasting and promote greater financial transparency (Kristanto, 2022). Government support in the form of tax incentives and financial literacy programmes further contributes to sustaining SME cash flow management (Rahman et al., 2021).Top of FormBottom of Form
[bookmark: _Hlk192325676]Digital Financial Literacy and SMEs Success 
Digital financial literacy strengthens the financial management capabilities of small and medium enterprises (SMEs) by equipping them with the skills to navigate digital financial tools, adopt modern payment solutions, and secure transactions effectively (OECD, 2022). The integration of digital financial technologies enhances business efficiency, minimises transaction costs, and expands customer reach (Rahman et al., 2021). Cybersecurity threats, inadequate digital infrastructure, and knowledge gaps present barriers to widespread adoption in certain regions (Eniola & Entebang, 2021). Strengthening financial literacy in digital tools helps SMEs overcome these obstacles and leverage technology for sustainable business growth (Gherghina & Duca, 2023).
Digital payment systems have revolutionised SME operations by enabling secure transactions, reducing cash handling risks, and expanding market opportunities (Kristanto, 2022). The adoption of mobile wallets, point-of-sale (POS) systems, and online payment gateways improves transaction efficiency and enhances customer convenience (Ibrahim & Said, 2021). A study conducted in Malaysia established that SMEs integrating digital payment solutions recorded a 35% increase in sales, largely attributed to improved customer trust and faster transactions (Tan et al., 2022). In Kenya, the widespread use of M-Pesa has enhanced financial inclusion, allowing SMEs to conduct business more efficiently and gain access to credit facilities (Mwangi & Wanjiru, 2022). Automating invoicing, streamlining bookkeeping, and eliminating manual cash reconciliation also contribute to cost reduction and operational efficiency (Adebayo & Okonkwo, 2022). Some SMEs remain reluctant to adopt digital payment solutions due to concerns over transaction fees, limited infrastructure, and cybersecurity risks (Fatoki & Oni, 2021).
Financial technology (FinTech) has transformed SME development by offering alternative financing options, automating financial processes, and supporting strategic decision-making (Rahman et al., 2021). Digital lending platforms provide SMEs with access to credit without the complexities associated with traditional banking (Eniola & Entebang, 2021). Research in Ghana revealed that SMEs utilising FinTech lending solutions experienced a 40% increase in working capital accessibility, enabling business expansion and improved inventory management (Alhassan & Sakyi-Dawson, 2023). Cloud-based accounting software enhances financial management by providing real-time insights into cash flow, expense tracking, and budgeting (Gherghina & Duca, 2023). Blockchain-based smart contracts and AI-driven financial analysis further strengthen SME resilience and market competitiveness (Ibrahim & Said, 2021). Awareness gaps and resistance to change continue to hinder the adoption of FinTech solutions, particularly in some developing economies (Kristanto, 2022).
Online banking and mobile money platforms have improved SME financial efficiency by enabling instant transactions, remote banking, and convenient access to financial services (OECD, 2022). The use of mobile money solutions enhances liquidity management, ensuring that funds remain accessible without physical banking constraints (Mwangi & Wanjiru, 2022). A study in Uganda found that 65% of SMEs using mobile money experienced increased operational efficiency due to faster payments and reduced cash handling risks (Adebayo & Okonkwo, 2022). Automating bill payments, tracking financial performance, and integrating banking platforms with accounting software further streamline financial operations (Tan et al., 2022). Digital wallets such as PayPal, Stripe, and Square have supported cross-border trade, allowing SMEs to expand their customer base beyond domestic markets (Gherghina & Duca, 2023). Connectivity issues, transaction charges, and regulatory constraints continue to affect the full utilisation of online banking services in certain regions (Eniola & Entebang, 2021).
Cybersecurity awareness has become essential in financial management as SMEs increasingly adopt digital financial solutions (Kristanto, 2022). Cyber threats such as fraud, phishing attacks, and data breaches present significant risks to financial stability (Ibrahim & Said, 2021). A study in South Africa established that 60% of SMEs lacked adequate cybersecurity measures, increasing vulnerability to financial fraud and cyberattacks (Fatoki & Oni, 2021). Strengthening cybersecurity measures through two-factor authentication, encryption, and regular software updates enhances transaction security (Alhassan & Sakyi-Dawson, 2023). Training employees to recognise fraudulent schemes and protect sensitive business information remains crucial in mitigating cyber risks (Rahman et al., 2021). Government policies and financial institutions contribute to cybersecurity awareness by enforcing regulatory frameworks and supporting SME training initiatives (OECD, 2022). Secure digital financial practices protect business assets, maintain customer trust, and improve long-term financial resilience (Gherghina & Duca, 2023).
Top of Form
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[bookmark: _Hlk192325698]Tax Compliance, Financial Regulations Awareness and SMEs Success 
Understanding tax obligations allows SMEs to operate legally while maintaining financial stability. Many SMEs encounter difficulties with tax compliance due to limited knowledge of tax laws, administrative complexities, and high compliance costs (Muriithi, 2022). Governments impose various taxes on SMEs, including corporate income tax, value-added tax (VAT), and payroll taxes, depending on the jurisdiction (Kleven et al., 2020). The introduction of turnover tax in Kenya aims to simplify tax compliance for small businesses, yet many remain unaware of their obligations, leading to penalties and legal challenges (Waweru & Ngugi, 2021). Research on South African SMEs reveals that a lack of tax education contributes to non-compliance, prompting policymakers to introduce training initiatives to enhance tax literacy (Maseko, 2022). Increased awareness of tax obligations helps SMEs avoid financial penalties, improve business credibility, and access government incentives such as tax breaks for start-ups and investment deductions (World Bank, 2021).
Financial literacy plays a crucial role in enabling SMEs to navigate business regulations effectively. Entrepreneurs with strong financial and regulatory knowledge make informed decisions that enhance business sustainability and compliance. Licensing, tax registration, and labour laws impose significant administrative burdens, particularly in developing economies where bureaucratic processes remain complex (Ndiege et al., 2023). SMEs in Nigeria with higher financial literacy levels demonstrate better regulatory compliance, leading to increased access to government funding and a lower risk of business closure (Olawale & Garwe, 2022). In Indonesia, structured financial training programmes have strengthened SMEs’ ability to meet tax and regulatory requirements, improving their long-term viability (Sari & Hermanto, 2021). Integrating financial literacy education into business training initiatives supports SME growth while strengthening the overall business environment (OECD, 2022).
Tax compliance influences SME financial performance by affecting cash flow management, profitability, and access to financial resources (Slemrod, 2021). Businesses that comply with tax regulations establish better relationships with financial institutions, increasing their chances of securing business loans and credit facilities. Research on Brazilian SMEs shows that enterprises with consistent tax compliance records obtain bank loans more easily due to lower perceived financial risks (Silva & Ferreira, 2022). Non-compliance, on the other hand, results in legal consequences, financial penalties, and reputational damage, which hinder business expansion (Amin et al., 2020). Tax-compliant SMEs in Vietnam reported a 20% increase in profitability due to improved financial planning and cost management (Nguyen & Tran, 2022). Tax incentives, such as reduced VAT rates for exporters, further enhance competitiveness and encourage long-term business sustainability (World Bank, 2021).
Overcoming regulatory challenges remains a critical issue for SMEs in developing nations, where complex tax systems, corruption, and bureaucratic inefficiencies create obstacles to compliance (Muriithi, 2022). High costs of formalisation and excessive regulatory requirements force many SMEs into the informal sector (Gashi et al., 2021). Research in Uganda indicates that 60% of SMEs struggle with tax compliance due to unclear guidelines and inconsistent enforcement by tax authorities (Kayiwa & Nakafeero, 2023). Digital solutions, such as electronic tax filing systems and mobile tax payment platforms, have improved compliance rates by reducing administrative burdens and increasing convenience (Slemrod, 2021). Rwanda’s adoption of an online tax declaration system has simplified compliance for SMEs, leading to higher tax revenues and improved business transparency. Strengthening regulatory frameworks, reducing compliance costs, and providing targeted financial literacy training can help SMEs in developing nations navigate regulatory barriers and contribute to economic growth.
Top of Form
Bottom of Form
Discussion on Reviewed Literature 
[bookmark: _Hlk192325732] Budgeting, Financial Planning and SMEs Success 
The literature highlights the importance of financial literacy training in strengthening budgeting and financial planning for SMEs, demonstrating its role in cash flow management, profitability, and long-term sustainability (Fatoki, 2021; OECD, 2022). Empirical research indicates that structured budgeting frameworks enhance financial resilience, with case studies from Kenya and Indonesia supporting these findings (Mwangi & Wanjiru, 2022; Kristanto, 2022). While studies examine the advantages of zero-based budgeting, rolling forecasts, and scenario analysis (Kinyua, 2020; Tan et al., 2022), discussions on how these techniques adapt to different SME environments remain limited.
The role of financial planning in securing funding and supporting business expansion is well established (Ibrahim & Said, 2021; Yusoff et al., 2023), yet existing research does not sufficiently explore how SMEs in the informal sector, which often lack formal financial documentation, manage financial planning strategies. Challenges related to financial literacy primarily focus on educational gaps (Eniola & Entebang, 2021; World Bank, 2023), with minimal attention given to behavioural biases, cultural attitudes, and socio-economic factors influencing financial decision-making.
Digital financial management tools contribute significantly to financial planning improvements, yet discussions on the barriers SMEs face in adopting these technologies, remain inadequate (Adebayo & Okonkwo, 2022). 
Financial Management Skills, Access to Credit and SMEs Succes
The literature examines the connection between access to credit and financial management skills, illustrating how financial literacy improves credit access, debt management, financial record-keeping, and credit risk mitigation (Fatoki & Oni, 2021; OECD, 2022). Empirical studies indicate that SMEs with higher financial literacy achieve greater loan approval rates and lower default risks, with case studies from Kenya, Malaysia, and Ghana reinforcing these findings (Mwangi & Wanjiru, 2022; Yusoff et al., 2023; Alhassan & Sakyi-Dawson, 2023). 
Credit risk management strategies receive attention in the literature (Ibrahim & Said, 2021; Fatoki, 2021), but discussions do not comprehensively address how SMEs with inconsistent revenue streams and limited collateral can implement these strategies effectively. A deeper investigation into barriers to technological adoption, regulatory limitations, and adaptable credit risk management approaches suited to SMEs in different economic environments would help bridge these research gaps.
[bookmark: _Hlk192327879]Investment Decision-Making, Risk Management and SMEs Success 
The literature highlights the role of financial literacy in guiding investment decision-making and risk management among SMEs, demonstrating its contribution to profitability, financial risk mitigation, and long-term business sustainability (OECD, 2022; Gherghina & Duca, 2023). While research establishes a connection between financial literacy and improved investment choices, limited analysis exists on how varying levels of financial knowledge influence specific investment decisions (Eniola & Entebang, 2021; Ibrahim & Said, 2021). Financial education enhances investment outcomes, yet studies provide little insight into the long-term effects of such training beyond initial profitability improvements (Rahman et al., 2021; Yusoff et al., 2023).
Risk assessment and mitigation strategies address a range of financial threats, but discussions on SMEs' ability to adapt to rapidly changing financial risks remain insufficient (Tan et al., 2022; Adebayo & Okonkwo, 2022). Diversification supports financial resilience, though research does not extensively explore the obstacles SMEs encounter in securing resources for diversification (Gherghina & Duca, 2023; Rahman et al., 2021). Return on investment (ROI) evaluation receives recognition, yet there is minimal discussion on how SMEs with limited financial expertise can use technological tools for more efficient investment tracking (Fatoki & Oni, 2021; OECD, 2022). Expanding research on these areas would enhance the understanding of SME investment and risk management complexities, ensuring broader applicability across diverse business environments.
Cash Flow Management and SMEs Success
The literature extensively examines the role of cash flow management in sustaining SMEs, enhancing profitability, and supporting business growth (OECD, 2022; Gherghina & Duca, 2023). Empirical findings highlight the importance of structured cash flow planning, with case studies from Kenya and South Africa illustrating its contribution to financial stability and business resilience (Mwangi & Wanjiru, 2022; Adebayo & Okonkwo, 2022). Financial literacy and technological advancements, including digital payment systems and cloud-based accounting, receive significant attention, yet discussions do not sufficiently address the behavioural and psychological aspects of cash flow management that influence decision-making among SME owners (Kristanto, 2022; Yusoff et al., 2023).
Financial literacy positively impacts cash flow efficiency, but there is minimal exploration of how socio-cultural influences and entrepreneurial mindsets shape financial decision-making processes (Rahman et al., 2021; Alhassan & Sakyi-Dawson, 2023). Research from Malaysia and Ghana focuses on financial training initiatives but does not examine their long-term effects on business scalability and profitability beyond cash flow optimisation (Eniola & Entebang, 2021; Maseko & Manyani, 2022). Discussions on financial inclusion and SME access to credit in developing economies acknowledge structural challenges but do not provide a detailed analysis of policy frameworks and institutional inefficiencies that exacerbate cash flow constraints (Ibrahim & Said, 2021; Fatoki & Oni, 2021). Expanding research on SME cash flow sustainability requires a more holistic approach that integrates behavioural finance, policy-driven solutions, and longitudinal assessments of financial literacy outcomes.
Digital Financial Literacy and SME Success
The literature emphasises the importance of digital financial literacy in strengthening SME financial management and operational efficiency, though several key areas remain unexplored. Research highlights how digital payment adoption contributes to sales growth and financial inclusion (Kristanto, 2022; Mwangi & Wanjiru, 2022; Tan et al., 2022), yet discussions do not adequately address how SMEs in rural areas with limited digital infrastructure can effectively transition to such systems (Eniola & Entebang, 2021). FinTech solutions enhance SME access to credit and improve financial decision-making (Alhassan & Sakyi-Dawson, 2023; Gherghina & Duca, 2023), but studies do not sufficiently consider the regulatory and operational barriers SMEs encounter when adopting emerging technologies such as blockchain and AI-driven analytics (Ibrahim & Said, 2021).
Online banking and mobile money services have improved SME liquidity and operational processes (Mwangi & Wanjiru, 2022; Adebayo & Okonkwo, 2022), yet discussions do not fully explore policy measures needed to reduce transaction costs and enhance service reliability in underdeveloped regions (Eniola & Entebang, 2021). Strengthening digital financial literacy requires targeted policy interventions, strategic infrastructure investments, and customised training programmes to maximise the benefits of digital financial tools while ensuring long-term SME sustainability (OECD, 2022; Gherghina & Duca, 2023).
Tax Compliance, Financial Regulations Awareness and SMEs Success
The literature examines the importance of tax compliance and financial literacy in promoting SME sustainability, yet several practical challenges remain underexplored across different economic settings. Strengthening tax compliance enhances financial credibility and improves access to credit (Silva & Ferreira, 2022), but limited tax education and the high costs associated with compliance continue to impede SMEs in various regions (Muriithi, 2022; Waweru & Ngugi, 2021). 
Financial literacy programmes have proven effective in countries such as Indonesia (Sari & Hermanto, 2021) and Nigeria (Olawale & Garwe, 2022), but there is a lack of comparative studies evaluating their long-term impact across different regulatory frameworks. Tax incentives designed to encourage compliance among SMEs receive attention in the literature (World Bank, 2021), though further analysis is required to determine their success in reducing informality, particularly in economies where enforcement mechanisms remain weak (Gashi et al., 2021). Enhancing SME compliance and economic contributions requires targeted financial training, policy adjustments, and the development of accessible digital tax solutions.

Conclusion 
Ensuring tax compliance and financial regulation awareness is fundamental to SME stability and expansion, yet challenges such as inadequate financial literacy, intricate regulatory systems, and high compliance expenses continue to hinder adherence to legal obligations. SMEs with a clear understanding of tax responsibilities gain advantages in financial management, improved funding access, and enhanced business credibility. Limited tax education and administrative inefficiencies contribute to persistent non-compliance, particularly in developing economies where regulatory enforcement remains inconsistent. While digital tax systems and financial literacy initiatives have demonstrated effectiveness in boosting compliance rates, their success varies depending on economic conditions.
Addressing these issues requires a well-structured approach that simplifies tax policies, promotes regulatory transparency, and integrates financial education into SME development programmes. Governments and financial institutions should prioritise the creation of accessible digital tax platforms that minimise administrative complexities and facilitate compliance. Offering targeted tax incentives can encourage formalisation and greater economic participation while alleviating financial pressures associated with compliance requirements. Strengthening financial technology integration, reducing bureaucratic inefficiencies, and expanding financial education programmes can equip SMEs with the necessary knowledge and tools to navigate regulatory obligations effectively. Establishing a supportive regulatory environment will foster sustainable business growth and contribute to broader economic development.
Recommendations
Designing straightforward tax policies enhances SME compliance by reducing administrative complexities and improving accessibility. Governments should establish clear tax guidelines while minimising bureaucratic hurdles to encourage small enterprises to formalise and meet tax obligations. Strengthening enforcement mechanisms while ensuring fairness in compliance requirements supports businesses with limited financial capacity and promotes adherence to tax regulations.
Equipping SMEs with financial knowledge is essential for effective tax management. Collaboration among government agencies, financial institutions, and business associations can facilitate the integration of financial education into entrepreneurship training programmes. Structured literacy initiatives focusing on tax planning, budgeting, and financial management can help businesses mitigate non-compliance risks and avoid financial penalties.
Leveraging digital tax platforms streamlines compliance procedures and enhances SME participation in formal tax systems. Implementing user-friendly electronic tax filing systems, mobile tax payment solutions, and automated compliance reminders can ease administrative challenges. Encouraging digital adoption through incentives, such as reduced tax rates for businesses utilising online tax services, strengthens compliance and improves tax revenue collection.
Well-structured tax incentives promote SME growth while fostering voluntary compliance. Providing benefits such as reduced corporate tax rates, investment deductions, and VAT exemptions for startups and small businesses can support expansion, job creation, and competitiveness within the economy. Financial relief through such incentives encourages formalisation and greater adherence to tax regulations.
Establishing a fair and transparent regulatory environment requires consistent enforcement of tax policies while addressing inefficiencies in tax administration. Governments should focus on simplifying licensing procedures, lowering compliance costs, and providing targeted support to SMEs. Creating mechanisms that allow businesses to report tax-related challenges fosters trust between SMEs and tax authorities while promoting a more inclusive regulatory landscape.
Enhancing SME access to funding strengthens compliance with tax obligations. Financial institutions, including banks and microfinance organisations, should develop financial products tailored to SME needs, such as tax financing options and advisory services. Providing accessible credit facilities and professional financial guidance enables businesses to maintain stability and meet tax requirements effectively.
Raising awareness about tax compliance and regulatory adherence increases SME participation in formal financial systems. Stakeholders should invest in initiatives that educate SMEs on the benefits of compliance, the risks associated with non-compliance, and available support services. Outreach programmes, workshops, and online campaigns bridge knowledge gaps and empower SMEs to make informed financial decisions.
Facilitating the transition of informal businesses into the formal economy strengthens tax compliance and economic participation. Implementing structured formalisation strategies that offer incentives and capacity-building programmes encourages informal enterprises to integrate into the formal sector. Simplified registration procedures, reduced entry barriers, and tailored compliance support further promote SME inclusion in the tax system.
Future Directions
Strengthening tax compliance and financial regulation awareness among SMEs requires a comprehensive strategy that addresses educational shortcomings, regulatory barriers, and technological challenges. Future initiatives should evaluate the long-term effects of financial literacy programmes on SME compliance and business sustainability. Comparative research on digital tax solutions across various economic environments can offer valuable insights into effective approaches for enhancing compliance. Policymakers should consider formalising informal enterprises through targeted tax incentives and streamlined regulatory frameworks. Improving regulatory structures through simplified tax policies, increased transparency, and well-designed training initiatives can bridge knowledge gaps and alleviate compliance challenges. Further research should explore how SMEs in developing economies can utilise financial technology to strengthen tax compliance, enhance financial management, and improve overall business resilience.
Limitations of the Study
Relying on secondary data presents a notable limitation, as it may not fully reflect the real-time challenges SMEs encounter in tax compliance and financial regulation. While existing literature offers valuable insights, the absence of primary data collection, such as surveys or interviews with SME owners and tax officials, restricts a comprehensive understanding of specific compliance barriers and regulatory enforcement issues across different settings.
Generalising findings across various regions and economies with distinct tax structures and regulatory environments introduces another limitation. The study examines SMEs from multiple countries, each operating within unique policy frameworks and administrative systems. While comparative perspectives provide useful insights, differences in tax policies, enforcement mechanisms, and economic conditions may impact the applicability of these findings in specific contexts. Conducting region-specific analyses would enhance the precision of policy recommendations.
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