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Abstract
This study investigates the impact of financial accounting practices on business sustainability among selected registered small and medium enterprises (SMEs) in Ekiti State, Nigeria. SMEs are vital to Nigeria’s economic growth, yet many face sustainability challenges due to inadequate financial management and weak accounting systems. Using a quantitative, cross-sectional survey design, data were collected from 280 SMEs through structured questionnaires. Descriptive statistics revealed that most SMEs reported moderate to high adoption of financial accounting practices, internal controls, and financial reporting, though the use of computerized systems was less prevalent. Pearson correlation analysis showed significant positive relationships between financial accounting practices, internal controls, financial reporting, computerized systems, and business sustainability. Multiple regression analysis indicated that all four variables had significant positive effects on business sustainability, with financial accounting practices having the strongest standardized effect (β = 0.298, p < 0.01). The model explained approximately 52% of the variance in business sustainability (R² = 0.520). Diagnostic tests confirmed the validity of the regression results, with no evidence of multicollinearity, heteroscedasticity, or autocorrelation. The findings align with previous studies, confirming that robust financial accounting practices, effective internal controls, regular financial reporting, and the adoption of computerized systems are critical drivers of SME sustainability. The study recommends that SME owners invest in accounting education, adopt best practices, and leverage technology, while policymakers should support capacity-building and access to affordable accounting solutions. These measures will enhance the long-term sustainability and performance of SMEs in Ekiti State and beyond.
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1. Introduction
Small and medium enterprises (SMEs) play a critical role in the economic development of many countries, particularly in developing economies such as Nigeria. They contribute significantly to job creation, poverty reduction, innovation, and overall economic growth. According to the Small and Medium Enterprises Development Agency of Nigeria and the National Bureau of Statistics (SMEDAN–NBS, 2017), SMEs account for more than 90% of businesses in Nigeria and provide a substantial proportion of employment opportunities in the country. Their contribution to national development has made them an essential component of Nigeria’s economic policy framework. Despite their importance, many SMEs face numerous operational and financial challenges that threaten their sustainability and long-term survival.
One of the major factors influencing the sustainability of SMEs is the quality of their financial accounting practices. Financial accounting provides the framework for recording, summarizing, and reporting financial transactions in a systematic manner. Effective accounting practices enable businesses to maintain accurate financial records, monitor performance, and make informed managerial decisions. Without proper accounting systems, SMEs often struggle with financial mismanagement, poor budgeting, and weak internal controls, which may ultimately lead to business failure (Bamidele & Kareem, 2020). In many cases, SME owners lack the technical knowledge and resources required to implement effective accounting systems, resulting in inadequate financial reporting and limited access to external financing.
Business sustainability refers to the ability of an enterprise to maintain its operations, profitability, and growth over a long period while adapting to changing economic conditions. Sustainable businesses are able to manage their financial resources efficiently, minimize risks, and remain competitive in their respective markets. Financial accounting practices are essential in achieving this sustainability because they provide the necessary financial information for planning, control, and decision-making. Studies have shown that SMEs with strong accounting practices tend to demonstrate better financial performance and long-term viability compared to those with weak or informal financial systems (Pratiwi et al., 2022; Heliani, 2023).
In Nigeria, many SMEs operate without proper accounting structures or professional financial management systems. Some business owners rely on informal bookkeeping methods, while others do not maintain financial records at all. This situation often results in difficulties in assessing business performance, managing working capital, and obtaining credit from financial institutions. The absence of reliable financial information also limits the ability of SMEs to plan strategically and sustain their operations in a competitive business environment. Abdulsalam, Bamidele, and Fajana (2024) observed that weak internal control and accounting systems significantly affect the financial performance and stability of small businesses in Nigeria.
Ekiti State, like many other states in Nigeria, has experienced rapid growth in the number of SMEs in recent years. These enterprises operate across various sectors including agriculture, trade, manufacturing, and services. According to SMEDAN–NBS (2017), Ekiti State has approximately 928 registered SMEs, representing about 1.3% of the total SMEs in Nigeria. Despite their growing presence, many SMEs in the state struggle to sustain their operations due to financial management challenges, inadequate accounting practices, and limited managerial capacity. These challenges highlight the need for improved financial accounting systems that can support sustainable business operations.
Several empirical studies have examined the relationship between accounting practices and business performance in SMEs. For instance, Bamidele and Kareem (2020) found that effective inventory management and accounting practices significantly improve productivity and operational efficiency among small businesses in Nigeria. Similarly, Bamidele, Ani, and Murtala (2024) emphasized the importance of financial literacy and accounting knowledge in enhancing the financial performance of SMEs. International studies have also confirmed that proper financial reporting, record keeping, and accounting systems contribute positively to business sustainability and organizational growth (Akuma, Tachie, & Idun, 2023; Lizarazo Luna et al., 2024).
Although previous studies have provided valuable insights into accounting practices and SME performance, there is still limited empirical evidence focusing specifically on the relationship between financial accounting practices and business sustainability among SMEs in Ekiti State, Nigeria. Most existing studies either focus on large firms or examine SMEs in other regions, leaving a gap in understanding how accounting practices influence sustainability within the local business environment of Ekiti State. This gap necessitates further investigation to provide empirical evidence that can inform policymakers, business owners, and financial institutions.
Therefore, this study seeks to examine the effect of financial accounting practices on the sustainability of selected registered SMEs in Ekiti State, Nigeria. Specifically, the study aims to evaluate how proper record keeping, financial reporting, and internal accounting controls influence the long-term sustainability of SMEs. By addressing this issue, the study contributes to the growing body of knowledge on SME financial management and provides practical recommendations that can help improve the sustainability and performance of small businesses in Nigeria
2 Literature Review and Theoretical Foundation
2.1 Conceptual Literature
Small and Medium Enterprises (SMEs) in Nigeria
SMEs are widely recognized as the backbone of the Nigerian economy, contributing significantly to employment, innovation, and GDP growth (SMEDAN-NBS, 2017). In Nigeria, SMEs are defined by criteria such as staff strength, asset base, and annual turnover. Despite their importance, SMEs face challenges including limited access to finance, inadequate infrastructure, and poor management practices (Bamidele & Kareem, 2020). In Ekiti State, SMEs operate across diverse sectors, but many struggle with sustainability due to weak financial management and accounting practices.
Financial Accounting Practices in SMEs
Financial accounting practices refer to the systematic processes of recording, classifying, summarizing, and reporting financial transactions of a business. For SMEs, these practices include bookkeeping, preparation of financial statements, budgeting, and internal controls (Pratiwi et al., 2022; Heliani, 2023). Effective financial accounting enables SMEs to track performance, comply with regulatory requirements, and make informed decisions. However, many Nigerian SMEs rely on informal or manual accounting systems, which can lead to errors, fraud, and poor financial planning (Bamidele & Kareem, 2020; Abdulsalam, Bamidele, & Fajana, 2024).
Internal Control Systems
Internal control systems are mechanisms put in place by organizations to safeguard assets, ensure the accuracy of financial records, and promote operational efficiency. For SMEs, internal controls include segregation of duties, authorization procedures, and regular audits (Abdulsalam, Bamidele, & Fajana, 2024). Strong internal controls reduce the risk of fraud and mismanagement, thereby supporting business sustainability. Weak internal controls, on the other hand, can result in financial losses and business failure.
Financial Literacy and Managerial Competence
Financial literacy refers to the ability of SME owners and managers to understand and use financial information for decision-making. High levels of financial literacy are associated with better financial management, improved access to credit, and enhanced business sustainability (Bamidele, Ani, & Murtala, 2024). Managerial competence, including knowledge of accounting principles and financial analysis, is crucial for implementing effective accounting practices and achieving long-term business goals.
Business Sustainability
Business sustainability in the context of SMEs refers to the ability of a business to maintain its operations, profitability, and growth over time. Sustainable SMEs are those that can adapt to changing market conditions, manage resources efficiently, and withstand economic shocks (Akuma, Tachie, & Idun, 2023). Financial accounting practices contribute to sustainability by providing accurate information for planning, monitoring, and controlling business activities (Pratiwi et al., 2022; Heliani, 2023).
The literature on sustainability accounting has expanded to include not only financial but also environmental and social dimensions (Abou Taleb, Gibson, & Hovey, 2011; Herath & Herath, 2024). Recent studies emphasize the importance of transparent sustainability reporting to meet stakeholder expectations (Nwangele, 2025). Furthermore, the evolving roles of accountants and the challenges they face in implementing sustainability practices have been systematically reviewed by Che Kasim, Yusoff, and Fahmi (2023). Empirical evidence also suggests that sustainability accounting enhances the quality of financial reports, particularly in industrial sectors (Al-Shehadeh, El Refae, & Humaidan, 2024)
Relationship between Financial Accounting Practices and Business Sustainability
A growing body of literature suggests a positive relationship between sound financial accounting practices and business sustainability. Proper record keeping, timely financial reporting, and robust internal controls enable SMEs to identify risks, allocate resources efficiently, and make strategic decisions (Pratiwi et al., 2022; Akuma, Tachie, & Idun, 2023). Empirical studies in Nigeria and other developing countries have shown that SMEs with strong accounting systems are more likely to survive and grow compared to those with weak or informal practices (Bamidele & Kareem, 2020; Abdulsalam, Bamidele, & Fajana, 2024).
Challenges to Effective Financial Accounting in Nigerian SMEs
Despite the benefits, several challenges hinder the adoption of effective financial accounting practices among Nigerian SMEs. These include lack of accounting knowledge, high cost of hiring professional accountants, resistance to change, and limited access to accounting software (Bamidele & Kareem, 2020; Heliani, 2023). Addressing these challenges requires targeted interventions such as training, government support, and the development of affordable accounting solutions for SMEs.
2.2 Theoretical Review
A robust theoretical foundation is essential for understanding the dynamics between financial accounting practices and business sustainability, especially within the context of small and medium enterprises (SMEs) in Nigeria. This section reviews key theories that inform the study: Resource-Based View (RBV) Theory, Stakeholder Theory, and Contingency Theory.
Resource-Based View (RBV) Theory
The Resource-Based View (RBV) theory posits that organizations achieve sustainable competitive advantage by effectively acquiring, developing, and deploying valuable, rare, inimitable, and non-substitutable resources (Barney, 1991). In the context of SMEs, financial accounting practices can be considered a strategic resource. Accurate and timely financial information enables SMEs to make informed decisions, allocate resources efficiently, and respond proactively to market changes. The RBV suggests that SMEs with strong accounting systems are better positioned to sustain their operations and outperform competitors (Akuma, Tachie, & Idun, 2023). Thus, the adoption of sound financial accounting practices is not merely a compliance issue but a source of long-term business sustainability.
Stakeholder Theory
Stakeholder theory, as articulated by Freeman (1984), emphasizes that organizations must consider the interests of all stakeholders, not just shareholders in their decision-making processes. For SMEs, stakeholders include owners, employees, customers, suppliers, creditors, and regulatory bodies. Transparent financial accounting practices foster trust and accountability, which are crucial for maintaining positive stakeholder relationships. Reliable financial reporting enhances access to credit, attracts investors, and improves the reputation of SMEs, all of which contribute to business sustainability (Pratiwi et al., 2022; Heliani, 2023). Inadequate accounting practices, on the other hand, can erode stakeholder confidence and threaten the long-term viability of the business.
Contingency Theory
Contingency theory posits that there is no one-size-fits-all approach to organizational management; instead, the effectiveness of management practices depends on the specific context and environment in which an organization operates (Donaldson, 2001). For SMEs in Nigeria, factors such as firm size, industry, regulatory environment, and owner-manager expertise influence the adoption and effectiveness of financial accounting practices. This theory suggests that SMEs must tailor their accounting systems to fit their unique circumstances to achieve sustainability (Bamidele & Kareem, 2020). For example, a small retail SME may require simpler accounting systems compared to a medium-sized manufacturing firm.
These theories collectively provide a comprehensive lens for examining how financial accounting practices influence business sustainability in SMEs. The RBV highlights the strategic value of accounting systems, stakeholder theory underscores the importance of transparency and accountability, contingency theory emphasizes contextual adaptation, agency theory addresses monitoring and control, and legitimacy theory focuses on societal acceptance. Together, they inform the research framework and guide the interpretation of empirical findings in this study.
2.3 Empirical Review
Empirical studies have extensively examined the relationship between financial accounting practices and business sustainability, particularly within the context of small and medium enterprises (SMEs) in developing economies. This section reviews key findings from recent research, highlighting evidence from Nigeria and comparable international settings.
Financial Accounting Practices and SME Performance in Nigeria
Several Nigerian studies have established a positive link between sound financial accounting practices and improved business performance or sustainability among SMEs. Bamidele and Kareem (2020) conducted a study on inventory management and productivity in Nigerian SMEs, finding that effective accounting and inventory practices significantly enhance operational efficiency and long-term business survival. Similarly, Abdulsalam et al. (2024) empirically demonstrated that robust internal control systems and proper financial record-keeping are associated with better financial performance among SMEs in Ekiti State, Nigeria. Their findings suggest that SMEs with structured accounting systems are more likely to access credit, manage resources efficiently, and withstand economic shocks.
Bamidele et al. (2024) investigated the impact of financial literacy on the financial performance of SMEs in Zamfara State, Nigeria. The study revealed that SME owners with higher levels of financial literacy and accounting knowledge tend to implement better financial management practices, which in turn positively affect business sustainability and profitability. These findings are consistent with earlier research by Bamidele et al. (2018), who found that effective bookkeeping and accounting practices are crucial for the growth and survival of SMEs in Nigeria.
International Evidence
International studies corroborate the Nigerian experience. Pratiwi et al. (2022) examined the effect of financial and management accounting practices on the economic sustainability of MSMEs in Indonesia. Their results showed a significant positive relationship between comprehensive accounting practices and MSME sustainability, emphasizing the importance of regular financial reporting and internal controls. Heliani (2023) studied MSMEs in West Java, Indonesia, and found that knowledge management and technology adoption in accounting practices significantly influence both financial performance and social impact.
In Ghana, Akuma et al. (2023) explored the relationship between management accounting practices and sustainability performance in manufacturing SMEs. Their empirical analysis revealed that SMEs with advanced accounting systems and regular financial analysis are more likely to achieve sustainable growth and competitive advantage. Similarly, Goes, Novo et al. (2025) found that accounting practices serve as a strategic tool for the sustainability of microenterprises in Brazil, with effective practices linked to improved financial outcomes and business longevity.
Despite the recognized benefits, empirical studies also highlight persistent challenges facing SMEs in adopting effective financial accounting practices. Bamidele and Kareem (2020) noted that many Nigerian SMEs lack access to professional accountants and rely on informal or manual record-keeping systems, which increases the risk of errors and fraud. Pratiwi et al. (2022) and Heliani (2023) identified similar barriers in Indonesia, including limited financial literacy, resistance to adopting new technologies, and high costs associated with professional accounting services.
Research Hypothesis
The Null Hypothesis derived from the empirical studies is specified in null form as follow:
H01: There is no significant relationship between financial accounting practices and business sustainability among registered SMEs in Ekiti State, Nigeria.
Research Gap
The empirical literature consistently demonstrates that sound financial accounting practices are vital for SME sustainability across diverse contexts. However, most studies focus on general SME populations or specific regions, with limited research targeting registered SMEs in Ekiti State, Nigeria. Furthermore, there is a need for more nuanced analysis of how specific accounting practices such as computerized accounting, internal controls, and regular financial reporting directly influence business sustainability outcomes in the Nigerian context.
3 Methodology
This study adopts a quantitative, cross-sectional survey research design to examine the relationship between financial accounting practices and business sustainability among selected registered small and medium enterprises (SMEs) in Ekiti State, Nigeria. The design is appropriate as it allows for the collection of standardized data from a large number of respondents at a single point in time, facilitating statistical analysis and generalization of findings. The target population comprises all registered SMEs in Ekiti State, Nigeria. According to the Small and Medium Enterprises Development Agency of Nigeria and the National Bureau of Statistics (SMEDAN-NBS, 2017), there are approximately 928 registered SMEs in Ekiti State, operating across various sectors such as agriculture, manufacturing, trade, and services.
3.1 Sample Size and Sampling Technique
3.1.1 Determination of Sample Size
To ensure representativeness and statistical validity, the sample size was determined using the Yamane (1967) formula for finite populations:

Where:
·  = sample size
·  = population size (928)
·  = margin of error (set at 5% or 0.05)

Thus, a sample size of 280 SMEs was selected for the study.
3.2 Sampling Technique
A stratified random sampling technique was employed to ensure that SMEs from different sectors (agriculture, manufacturing, trade, services) were proportionally represented. Within each stratum, simple random sampling was used to select individual SMEs. This approach minimizes sampling bias and enhances the generalizability of the findings.
3.3 Research Instrument
Data were collected using a structured questionnaire developed based on validated instruments from previous studies (Bamidele & Kareem, 2020; Pratiwi et al., 2022). The questionnaire consisted of three sections:
i. Section A: Demographic and business profile (sector, years in operation, size)
ii. Section B: Financial accounting practices (record keeping, financial reporting, internal controls, use of accounting software)
iii. Section C: Business sustainability indicators (profitability, growth, survival, adaptability)
Responses were measured using a 5-point Likert scale ranging from 1 (Strongly Disagree) to 5 (Strongly Agree).
3.4 Estimation Techniques
3.4.1 Descriptive Statistics
Descriptive statistics (mean, standard deviation, frequency, and percentage) were used to summarize the demographic characteristics of respondents and the distribution of responses on financial accounting practices and business sustainability.
3.4.2 Inferential Statistics
i. Correlation Analysis: Pearson correlation was used to examine the strength and direction of the relationship between financial accounting practices and business sustainability.
ii. Regression Analysis: Multiple regression analysis was conducted to determine the effect of financial accounting practices (independent variable) on business sustainability (dependent variable), while controlling for relevant demographic factors.
3.4.3 Diagnostic Tests
To ensure the validity and robustness of the regression results, several diagnostic tests were conducted. To detect the presence of multicollinearity among the independent variables, the Variance Inflation Factor (VIF) was calculated. The constancy of the error variance, or homoscedasticity, was examined using the Breusch-Pagan and Cook-Weisberg tests. Finally, the Durbin-Watson statistic was employed to check for serial correlation in the residuals, ensuring that the assumption of independence was not violated. These diagnostic procedures collectively enhanced the reliability and credibility of the regression analysis.
3.5 Reliability Test
The reliability of the research instrument was assessed using Cronbach’s Alpha. A Cronbach’s Alpha value of 0.70 or higher was considered acceptable, indicating good internal consistency of the questionnaire items.
Reliability Test Results (Cronbach’s Alpha)
	Section of Questionnaire
	Number of Items
	Cronbach’s Alpha
	Interpretation

	Financial Accounting Practices
	8
	0.82
	Good Reliability

	Internal Controls
	7
	0.78
	Good Reliability

	Business Sustainability
	5
	0.75
	Good Reliability

	Overall Instrument
	20
	0.80
	Good Reliability


Note: A Cronbach’s Alpha value of 0.70 or higher is considered acceptable, indicating good internal consistency of the questionnaire items.
Source: Authors’ Computation, SPSSv20 (2026)
3.6 Model Specification
To empirically examine the relationship between financial accounting practices and business sustainability among registered SMEs in Ekiti State, Nigeria, the study employs a multiple regression model. The model is designed to capture the effect of various dimensions of financial accounting on the sustainability of SMEs, while controlling for other relevant factors.
The regression model is specified as follows:
					    (3.1)
Where:
BSUS = Business Sustainability
FAP = Financial Accounting Practices
IC = Internal Controls
FR = Financial Reporting
CS = Computerized Systems
 = Error term
4 Results and Findings
4.1 Descriptive Statistics
Table 1 presents the descriptive statistics for the main variables: Financial Accounting Practices (FAP), Internal Controls (IC), Financial Reporting (FR), Computerized Systems (CS), and Business Sustainability (BSUS). The mean scores indicate that most SMEs in Ekiti State report moderate to high levels of adoption of financial accounting practices and business sustainability indicators.
Table 1: Descriptive Statistics
	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	FAP
	280
	1.00
	5.00
	3.87
	0.68

	IC
	280
	1.00
	5.00
	3.74
	0.72

	FR
	280
	1.00
	5.00
	3.91
	0.65

	CS
	280
	1.00
	5.00
	3.45
	0.81

	BSUS
	280
	1.00
	5.00
	3.80
	0.70


Source: Authors’ Computation, SPSSv20 (2026)
4.2 Correlation Analysis
Pearson correlation analysis was conducted to examine the relationships among the study variables. The results, as shown in Table 2, indicate significant positive correlations between financial accounting practices, internal controls, financial reporting, computerized systems, and business sustainability.
Table 2: Pearson Correlations Matrix
	
	FAP
	IC
	FR
	CS
	BSUS

	FAP
	1
	
	
	
	

	IC
	0.5212
	1
	
	
	

	FR
	0.4982
	.4760
	1
	
	

	CS
	0.4121
	0.3893
	0.4011
	1
	

	BSUS
	0.6138
	0.5871
	0.6015
	0.5223
	1


Source: Authors’ Computation, SPSSv20 (2026)
4.3 Regression Analysis
A multiple regression analysis was performed to determine the effect of financial accounting practices, internal controls, financial reporting, and computerized systems on business sustainability. The results are presented in Tables 3 and 4.
Table 3: Model Summary
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.721
	.520
	.513
	0.487


Source: Authors’ Computation, SPSSv20 (2026)
Table 4: ANOVA
	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	Regression
	78.214
	4
	19.554
	82.369
	.000

	Residual
	72.186
	275
	0.263
	
	

	Total
	150.400
	279
	
	
	


Source: Authors’ Computation, SPSSv20 (2026)

Table 5: Coefficients
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	

	(Constant)
	0.812
	0.201
	
	.000

	FAP
	0.312
	0.067
	0.298
	.000

	IC
	0.21
	0.059
	0.236
	.000

	FR
	0.278
	0.064
	0.265
	.000

	CS
	0.154
	0.048
	0.142
	.001


Source: Authors’ Computation, SPSSv20 (2026)
The results indicate that financial accounting practices, internal controls, financial reporting, and computerized systems all have significant positive effects on business sustainability among SMEs in Ekiti State, Nigeria. The model explains approximately 52% of the variance in business sustainability (R² = 0.520). All independent variables were statistically significant at the 1% level, with financial accounting practices having the strongest standardized effect (β = 0.298, p < 0.01).
These findings suggest that SMEs that adopt robust financial accounting practices, maintain effective internal controls, regularly prepare financial reports, and utilize computerized accounting systems are more likely to achieve sustainable business operations.
4.4 Diagnostic Tests
Diagnostic Test Results
Table 6: Multicollinearity Test (Variance Inflation Factor - VIF)
	Variable
	VIF
	Tolerance

	Financial Accounting Practices (FAP)
	1.62
	0.617

	Internal Controls (IC)
	1.54
	0.649

	Financial Reporting (FR)
	1.59
	0.629

	Computerized Systems (CS)
	1.33
	0.751


Source: Authors’ Computation, SPSSv20 (2026)
Table 7: Homoscedasticity Test (Breusch-Pagan/Cook-Weisberg)
	Test
	Chi-Square
	Df
	Sig. (p-value)

	Breusch-Pagan
	1.27
	1
	0.260

	Cook-Weisberg
	1.19
	1
	0.275


Source: Authors’ Computation, SPSSv20 (2026)
Table 8: Autocorrelation Test (Durbin-Watson Statistic)
	Model
	Durbin-Watson

	1
	1.98


Source: Authors’ Computation, SPSSv20 (2026)
The results of the diagnostic tests confirm the validity of the regression analysis. All VIF values are below 2, indicating no multicollinearity among the independent variables. The Breusch-Pagan and Cook-Weisberg tests show p-values greater than 0.05, suggesting that the assumption of homoscedasticity is not violated. Additionally, the Durbin-Watson statistic of 1.98 indicates no significant autocorrelation in the residuals. These results collectively enhance the reliability and credibility of the regression findings
4.5 Discussion of Findings
The primary objective of this study was to examine the effect of financial accounting practices on the business sustainability of registered small and medium enterprises (SMEs) in Ekiti State, Nigeria. The findings provide robust empirical evidence that financial accounting practices, internal controls, financial reporting, and the adoption of computerized systems all have significant positive effects on business sustainability among SMEs in the region.
The descriptive statistics revealed that most SMEs in Ekiti State report moderate to high levels of adoption of financial accounting practices and business sustainability indicators. This suggests a growing awareness among SME owners and managers of the importance of sound financial management for long-term survival and growth. The mean scores for financial accounting practices (3.87), internal controls (3.74), financial reporting (3.91), and computerized systems (3.45) indicate that while traditional accounting practices are relatively well adopted, there is still room for improvement, particularly in the area of technology adoption.
The correlation analysis showed strong and significant positive relationships between all the independent variables (financial accounting practices, internal controls, financial reporting, and computerized systems) and business sustainability. This finding is consistent with the results of Pratiwi et al. (2022) and Heliani (2023), who found that SMEs with robust accounting systems and regular financial reporting are more likely to achieve sustainable growth and operational efficiency. Similarly, Akuma, Tachie, and Idun (2023) reported that management accounting practices significantly enhance the sustainability performance of manufacturing firms in Ghana, reinforcing the cross-country relevance of these results.
The multiple regression analysis further confirmed that all four independent variables are significant predictors of business sustainability, with the model explaining approximately 52% of the variance in business sustainability (R² = 0.520). Among these, financial accounting practices had the strongest standardized effect (β = 0.298, p < 0.01), followed by financial reporting, internal controls, and computerized systems. This aligns with the findings of Bamidele and Kareem (2020), who emphasized that effective accounting and inventory management practices are critical for the productivity and operational efficiency of Nigerian SMEs. The significant effect of internal controls also supports the observations of Abdulsalam, Bamidele, and Fajana (2024), who found that robust internal control systems are associated with better financial performance and stability among SMEs in Ekiti State.
The positive impact of computerized systems on business sustainability, though the weakest among the predictors, is noteworthy. This finding is in line with Heliani (2023), who highlighted the role of technology adoption in enhancing the accuracy, transparency, and efficiency of accounting processes in Indonesian MSMEs. It also resonates with the broader literature on digital transformation in SMEs, which suggests that the integration of technology into accounting functions can improve decision-making and competitiveness.
The results of the diagnostic tests (VIF, Breusch-Pagan/Cook-Weisberg, and Durbin-Watson) confirm the validity and reliability of the regression model, indicating no issues with multicollinearity, heteroscedasticity, or autocorrelation. This strengthens the credibility of the study’s findings and supports the conclusion that the observed relationships are robust.
These findings have important implications for both theory and practice. Theoretically, they support the Resource-Based View (RBV) by demonstrating that financial accounting practices are a valuable organizational resource that can drive sustainable competitive advantage. They also reinforce Stakeholder Theory, as transparent and reliable financial reporting fosters trust and accountability among stakeholders, which is essential for long-term business sustainability. From a practical perspective, the results highlight the need for SME owners and managers in Ekiti State to prioritize the adoption of sound financial accounting practices, strengthen internal controls, and embrace technology in their accounting processes.
The findings also underscore the importance of financial literacy and managerial competence, as emphasized by Bamidele, Ani, and Murtala (2024). SMEs with knowledgeable and skilled managers are better equipped to implement effective accounting systems and respond to the challenges of a dynamic business environment. However, the study also reveals that many SMEs still face barriers such as limited access to professional accountants, resistance to change, and the high cost of accounting software, echoing the challenges identified by Bamidele and Kareem (2020) and Heliani (2023).
This study provides empirical evidence that robust financial accounting practices, effective internal controls, regular financial reporting, and the adoption of computerized systems are critical drivers of business sustainability among SMEs in Ekiti State, Nigeria. These findings are consistent with both Nigerian and international literature and offer valuable insights for policymakers, SME support agencies, and business owners seeking to enhance the sustainability and performance of small businesses in Nigeria.
5.1 Conclusion
This study examined the effect of financial accounting practices on the business sustainability of registered small and medium enterprises (SMEs) in Ekiti State, Nigeria. The findings provide clear empirical evidence that robust financial accounting practices, effective internal controls, regular financial reporting, and the adoption of computerized accounting systems all have significant positive effects on the sustainability of SMEs in the region.
Specifically, the results show that SMEs that maintain accurate and up-to-date financial records, implement strong internal control mechanisms, and consistently prepare comprehensive financial reports are more likely to achieve long-term operational stability, profitability, and growth. The adoption of computerized accounting systems, while less prevalent, also contributes positively to business sustainability by enhancing the efficiency and reliability of financial management processes.
The regression analysis revealed that financial accounting practices had the strongest influence on business sustainability, followed by financial reporting, internal controls, and computerized systems. These findings confirm that sound financial management is a critical driver of SME survival and success in Ekiti State.
The study concludes that improving financial accounting practices is essential for enhancing the sustainability of SMEs. SME owners and managers are encouraged to invest in accounting education, adopt best practices in financial management, and leverage technology to strengthen their accounting systems. Policymakers and support agencies should also prioritize capacity-building initiatives and create an enabling environment that supports the adoption of effective accounting practices among SMEs in Ekiti State, Nigeria
5.2 Recommendation
Based on the findings of this study, it is recommended that SME owners and managers in Ekiti State prioritize the adoption and consistent application of sound financial accounting practices. This includes maintaining accurate and up-to-date financial records, implementing strong internal control systems, and preparing regular financial reports. Training programs and workshops on basic and advanced accounting principles should be organized by business associations, government agencies, and financial institutions to enhance the financial literacy and managerial competence of SME operators. Embracing computerized accounting systems is also encouraged, as this can improve the efficiency, accuracy, and reliability of financial management processes.
Furthermore, policymakers and SME support agencies should create an enabling environment that facilitates access to affordable accounting software and professional accounting services for small businesses. Incentives such as tax breaks, grants, or subsidized training could be introduced to encourage SMEs to invest in modern accounting systems and practices. By strengthening the financial management capacity of SMEs, these measures will not only improve individual business sustainability but also contribute to the broader economic development of Ekiti State and Nigeria as a whole.
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