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 Abstract 

The MSME business units hold a substantial position in the GDP contributing 6.11 % of the country’s GDP from manufacturing 
sector and 24.63%1 from the service sector of the MSME. by providing the employment to a larger section of the population, with a 
social security and benefits. Though there are many hurdles that are faced by the MSME units, the access to the finance is still a struggle, 
as the financing institution categorize them as risk involved sector. With the schemes and policies, the governmental agencies are trying 
the most to serve the best to the MSME sector as they contribute a major part to the growth of the economy. The financial literacy of 
the individual is that the ability of oneself in knowing about the happenings of the economy, the interest rate charged and schemes 
provided by the financing institution. The financial literacy is essential for an individual, when it moves to the entrepreneurs especially 
from the MSME sector, it becomes mandatory to learn and acquire the skills to maintain the financial resources. Thus, the demographic 
and socio-economic factor determining the financial literacy of entrepreneurs are measured, so that they can acquire new skill set in 
order to gain financial stability. 

 
Keywords: Financial Literacy, MSME Entrepreneur, Age, Marital Status, Educational Qualification. 
 
Introduction 
 The MSME business units are categorized as units with annual turn-over less than five crores, or the investment in fixed asset 
with values less than one crores as micro units, the business units with annual turn-over of less than fifty crores, or the investment with 
fixed assets of values less than ten crores as small units, and the units with annual turn-over of two hundred and fifty crores or the value 
of investment with the fixed asset up to fifty crores is termed as medium scale business. The financial literacy is the ability of the 
entrepreneur would have an influence in managing the funds in the business, as a result the business development could be achieved. 
The financial knowledge, attitude and skills that an entrepreneur possess makes him a financially literate person. Since the financial 
literacy among people especially the entrepreneurs gained popularity, the RBI have taken initiatives in conducting campaigns with 
regard to the financial literacy week, aiming to improve the level of financial literacy among the larger section of the population. S&P 
Global Finlit Survey and Global Findex database shows that its only twenty-four percentage2 of the adults in the Indian country is 
financially literate, and when compared with the developed economies, the adults in the emerging economies, are not financially literate. 
The National centre for financial education has devised a strategic plan to create financial awareness and Empower India.  
 
Research Focus 

The focus of the study is to determine the financial literacy among the MSME entrepreneurs in the Coimbatore District, which 
is one of the robust centres for small business units. The study focuses on the factors, that determine and influence the financial literacy 
among the entrepreneur. As in the growing chaotic situation, the financial literacy has become an essential requirement. The basic 
financial literacy of the entrepreneurs on the savings and investment schemes(BFL1), calculating the compounding rate of interest and 
the time value of money(BFL2), the knowledge on procedural complexities on availing credit (BFL3), knowledge on the inflation 
prevailing in the economy (BFL4), and the advanced level of financial literacy on the mutual funds and stock market (AFL1), and the 
risk associated with the functioning of the market (AFL2), the changes in the economic policy (AFL3), and investing in diverse fields 
(AFL4) are the factors that are considered to study the level of financial literacy among the entrepreneurs of the MSME sector.  

 
Review of Literature 
1. Juma Buhimila Mabula & Han Dong Ping (2018) undertaken a study to find the role of financial literacy on access to finance the 
performance of the SME business. The study show that the financial literacy of the managers has a positive influence on the financial 
access to the firm and leading to the performance of the business. The direct and positive effect of the financial literacy of the managers 
has a positive impact on the financial services that can be availed by the business. The access of financial resources has a direct positive 
effect on the performance of the firm. The mediating role of the utilization of the financial services also has a positive impact on the 
performance of the firm. 

 
1https://www.cii.in/Sectors.aspx?enc=prvePUj2bdMtgTmvPwvisYH+5EnGjyGXO9hLECvTuNuXK6QP3tp4gPGuPr/xpT2f 
2 https://gflec.org/wp-content/uploads/2015/11/Finlit_paper_16_F2_singles.pdf 
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2. Jianmu Ye & KMMCB Kulathunga (2019) offered insights as chief finance officers of the small and medium enterprises in the 
country of Sri Lanka is studied and made an analysis to find the effect of the knowledge-based development on the sustainability of the 
SMEs in the developing country. The financial literacy is identified as the most important factor in considering the knowledge-based 
improvement. The financial literacy has a positive and direct effect on the sustainability of the firm, financial literacy enables the 
business to make investment in profitable business opportunities leading to the sustainability of the firm. The financial access of the 
firm has a positive influence on the sustainability of the business. The financial risk attitude associated with the individual is positive if 
they are financially literate. There is a partial mediation effect of the financial risk attitude towards the financial literacy on the 
performance of the small business. 
3. Amir Hamzah & Dadang Suhendar (2020) have developed a model for the financial inclusion of the SME enterprises and found 
that the financial literacy in the business enterprises has a positive impact on the financial inclusion of the enterprises. The usage of the 
financial technology provided by the banks in the business enterprises also has a positive impact on the financial inclusion of the business 
enterprises, as the business will have an added advantage of availing the financial resources that are provided in the digital platforms. 
The social capital is also an important factor influencing in a positive way the financial inclusion of the enterprises, the proportion in 
which the capital of the enterprises is also having a positive impact on the financial inclusion of the business. Thus, the factors considered 
including the financial literacy, the financial technology, the social capital and the capital structure has a positive impact on the financial 
inclusion of the business leading to the development of the business. 
 
Statement of the Problem 

India as a country with most of its population to be young, but the financial Literacy among the Adults are found to be only 
twenty-seven percentage3. As the financial education is seen with less importance, the individual finds it difficult in handling the funds, 
this study would help in assessing the financial literacy of the Entrepreneur, so that the necessary steps could be taken in achieving every 
entrepreneur to be financially literate and manage the finances of the business effectively.  

 
Objective 
 To determine the influence of demographic and socio-economic factors of the entrepreneur on the financial literacy. 
 To analyse, identify and categorize the level of financial literacy of the MSME entrepreneur and suggest supportive service to be 

offered. 
 
Data Sources 

The data is collected from the MSME business units in the district of Coimbatore, the number of registered MSME units are 
1,75,834 including the manufacturing and service sector, and the data is collected from the MSME business entrepreneurs in the district. 
The data was collected using the interview scheduled method. Simple random method of sampling was used. The sample size was 
determined at 84 business units. 

 
Result and Discussion 
Percentage Analysis 

  N % 
Gender Male 47 56.0 

Female 37 44.0 
 84 100.0 

Marital Status Unmarried 27 32.1 
Married 57 67.9 
 84 100.0 

Age Below 25 years 12 14.3 
26-50 years 41 48.8 
Above 51 years 31 36.9 
 84 100.0 

Educational Qualification School Level 25 29.8 
College Level 32 38.1 
Professional 27 32.1 

 
3 https://www.financialexpress.com/market/only-27-indians-are-financially-literate-sebis-garg/2134842/ 
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 84 100.0 
Family Type Nuclear Family  44 52.4 

Joint Family 40 47.6 
 84 100.0 

Prior Experience of Entrepreneur: Less than 5 years 36 42.9 
6 - 10 years  28 33.3 
More than 11 years  20 23.8 
 84 100.0 

Type of Organization: Sole Proprietorship 28 33.3 
Partnership  36 42.9 
Company 20 23.8 
 84 100.0 

 Location of the enterprise: Urban 28 33.3 
Rural 56 66.7 

  84 100.0 
 No. of employees  Less than 10  44 52.4 

11 to 25 Employees 26 31.0 
More than 26 employees 14 16.7 
 84 100.0 

Operational Scale Micro 14 16.7 
Small 49 58.3 
Medium 21 25.0 
 84 100.0 

Nature of Industry: Manufacturing 44 52.4 
Trading 19 22.6 
Service 21 25.0 
 84 100.0 

Current Life cycle stages.  Start-up (less than 3 years) 13 15.5 
Survival (3 to 6 years) 22 26.2 
Growth (6-10 years) 32 38.1 
Sustenance (More than 10 years) 17 20.2 
 84 100.0 

Debt funds in Capital Composition Up to 25% 4 4.8 
26% - 50 % 45 53.6 
Above 50% 35 41.7 
 84 100.0 

Financing Institution  Public sector banks 20 23.8 
Private sector banks 50 59.5 
Micro Financial institution 5 6.0 
Private lending 9 10.7 
 84 100.0 

Source: Primary Data 
 
                  The result represents that fifty-six percentage of the respondents are Male, and fifty-seven percentage of the total sample are 
Married, Major chunk of forty-one percentage of the sample population belong to the age category of twenty-six years to fifty years. 
Major thirty-two percentage of the respondents are educated up to college level. Forty-four percent of the respondents are from nuclear 
type of family, and thirty-six percentage of the sample possess prior business experience for a period of less than five years. Major 
thirty-six percentage of the business type is of Partnership. Fifty-Six percentage of the business are present in the rural area. Forty- four 
percentage of the population have less than 10 employees employed in the business. Forty-nine percentage of the business units operate 
at small level, forty- four percentage of the Business units are engaged in the Manufacturing Business units. Thirty-two percentage of 
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the business units are in the Growth Stage of the Life-Cycle. Forty- five percentage of the Business hold debt to a proportion of twenty-
six to Fifty Percentage of their capital Structure. Fifty percent of the Business have availed funds from the Private Sector Banks. 
 
Descriptive and Correlation 

**. Correlation is significant at the 0.01 level (2-tailed). 
Source: Primary Data (BFL= Basic Financial Literacy AFL= Advanced Financial Literacy) 
Mean Score: up to 1.7- low literacy, up to 3.4- Moderate level of literacy, till 5- high level of literacy. 
 

The Mean Value (3.08) of highest in the Basic Financial Literacy of Awareness about the Savings and Investment Schemes 
with moderate level of financial literacy, showing a very high level of Positive correlation with the BFL2, BFL3, BFL4 and Very high 
positive relationship with the AFL1 factor, and high positive association with the AFL2, AFL3 and AFL4 at one percent level of 
significance. The Mean value (3.0) of BFL2 shows that the awareness of the time value of money and the effects of compounding with 
moderate level of financial literacy, showing an very high level of Positive correlation with the BFL3, BFL4 and Very high positive 
association with the AFL1 factor, and high positive association with the AFL2, AFL3 and AFL4 at one percent level of significance. 

 
 The BFL3 is the procedural complexities in availing the loan with mean value of (2.86) indicating the moderate level of 

financial literacy with a very high level of Positive correlation with the BFL4 and Very high positive correlation with the AFL1, AFL2, 
and AFL4 factor, and high positive relationship with the AFL3 at one percent level of significance. The BFL4 is the Knowledge on the 
inflation rate prevailing in the economy, with mean (2.87) indicating a moderate level of financial literacy, with Very high positive 
relationship with the AFL1, AFL2, and AFL4 factor, and high positive association with the AFL3 at one percent level of significance.  

 
The AFL1 mean value (2.68) is the Knowledge on mutual funds and stock market, in the moderate level of literacy with the 

very high relationship with AFL2 and AFL4, and high level of association with AFL3 at one percent level of significance. The ALF2 
mean value (2.5) also lies in the moderate level of literacy, with the Risk Factor that is associated with the Market Functioning, with 
Very high level of Positive correlation with the AFL2 and AFL4, and high positive relationship with the AFL3 at one percent level of 
significance. The ALF3 the knowledge of policy change with mean value of (2.45) indicates a moderate level of literacy, with very high 
level of positive correlation with the AFL3 and AFL4 at one percent level of significance, the AFL4 with mean score (2.4) depicts the 
moderate level of literacy on making investment in diversified fields, positive high association with the AFL4. The sample population 
hold only a moderate level of literacy on the basic and advanced financial literacy factors. 

 
Regression 

Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .864a .747 .723 .43970 
a. Predictors: (Constant), Organization Type, Gender, Marital Status, Educational 
Qualification, Experience, Family Type, Age 

 
ANOVA b 
Model Sum of 

Squares 
df Mean Square F Sig. 

1 Regression 43.306 7 6.187 31.999 .000a 

 Mean Std. 
Deviation 

BFL1 BFL2 BFL3 BFL4 AFL1 AFL2 AFL3 AFL4 

BFL1 3.0833 1.39023 1        
BFL2 3.0000 1.31717 .974** 1       
BFL3 2.8571 1.26246 .927** .956** 1      
BFL4 2.8690 1.27799 .935** .952** .989** 1     
AFL1 2.6786 1.20402 .837** .874** .873** .865** 1    
AFL2 2.5000 1.12475 .790** .789** .823** .826** .912** 1   
AFL3 2.4524 1.10208 .746** .722** .757** .753** .846** .953** 1  
AFL4 2.4167 1.07780 .748** .772** .815** .819** .903** .949** .894** 1 
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Residual 14.694 76 .193   
Total 58.000 83    

a. Predictors: (Constant), Organization Type, Gender, Marital Status, Educational 
Qualification, Experience, Family Type, Age 
b. Dependent Variable: Basic Financial Literacy 

 
Coefficients a  
Model Unstandardized 

Coefficients 
Standardized 
Coefficients 

t Sig.  

B Std. 
Error 

Beta 

1 (Constant) 3.367 .341  9.872 .000  
Gender .286 .107 .171 2.672 .009 S 
Marital Status -.135 .117 -.076 -1.150 .254 NS 
Age -.010 .099 -.008 -.102 .919 NS 
Educational 
Qualification 

-.637 .047 -.807 -13.530 .000 S 

Family Type .179 .111 .107 1.606 .113 NS 
Experience -.131 .081 -.126 -1.631 .107 NS 
Organization Type -.053 .067 -.048 -.786 .434 NS 

a. Dependent Variable: Basic Financial literacy  
   

The Regression model shows that gender and educational qualification as a factor, has an influence on the basic level of 
financial literacy, while the Marital Status, the age, the family type, the prior experience of the entrepreneur and the type of the 
organization does not hold any position in determining the level of financial literacy of the entrepreneur.  
 

Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .753a .568 .528 .50586 
a. Predictors: (Constant), Organization Type, Gender, Marital Status, Educational 
Qualification, Experience, Family Type, Age 

 
ANOVAb 
Model Sum of Squares df Mean Square F Sig. 
1 Regression 25.540 7 3.649 14.258 .000a 

Residual 19.448 76 .256   
Total 44.988 83    

a. Predictors: (Constant), Organization Type, Gender, Marital Status, Educational Qualification, 
Experience, Family Type, Age 
b. Dependent Variable: Advanced Financial Literacy 

 

Coefficientsa  
Model Unstandardized 

Coefficients 
Standardized 
Coefficients 

t Sig.  

B Std. Error Beta 

1 (Constant) 3.763 .392  9.589 .000  
Gender .264 .123 .179 2.151 .035 S 
Marital Status -.295 .135 -.188 -2.193 .031 S 
Age -.091 .114 -.084 -.792 .431 NS 
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The Variables of Gender, Marital Status and the Educational Qualification has an influence on the Advanced Financial literacy 

of the entrepreneur. While, the Age of the entrepreneur, their family type and the type of organization that they own, the prior experience 
of the entrepreneur does not have any impact on the level of advanced financial literacy of the entrepreneur.  

 
Conclusion 

The entrepreneur of the business units with financial literacy are meant to have better business performance, as the finance of 
the business would be manged efficiently. To be financially literate regular readings of the business magazines can be trained and the 
programs on the financial management could be made. The informational search about the finance can also improve the financial literacy. 
The level of financial literacy among the entrepreneurs are found to be only at moderate level, this shows a stage of improvement that 
are experiencing, and much more initiatives could be taken on the supply side of the government in order improve the level of literacy 
and make every individual to be financially literate. As this is really a necessary thing to be financially literate in managing the personal 
finance as well as the business finance. The training and development of the financial education of the entrepreneur to be made. Starting 
the financial education at early stage is always better, inclusion of financial education in the school level itself can be made. The 
government could join with private organizations and Non- Governmental Organization in reaching out to every individual to educate 
them with the financial aspects. The entrepreneur could also take some initiative to improve their knowledge, and act a helping hand in 
sharing the knowledge gained with the others. The non-financial factors that indicate and influence the performance of the small business 
could be studied by the further researches in future studies. 
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