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ABSTRACT

Credit to youth undertaking small-scale businesses enables them to engage in self-employment
projects with the main goal of generating income. However, credit uptake by youth depends on
and is enhanced by the possession of business and entrepreneurial skills which are critical
components of financial literacy. The biggest challenge to most youth is financial illiteracy which
makes them lack the ability to integrate what they know with what they can do to earn a living.
This study sought to examine how financial literacy influences credit uptake by youth enterprises
in Machakos Town, Kenya. Specific objectives were evaluating the influence of bookkeeping
skills, budgeting skills, debt management skills, and financial knowledge on credit uptake by youth
entrepreneurs in Machakos Town, Kenya. The study employed a descriptive research design. From
a target population of 1704 youth enterprises, a sample of 314 were selected randomly to
participate as respondents. A structured questionnaire was used to collect data. Simple and
Multiple regressions were used to find parametric estimators whose t and f statistics tested the
hypotheses. The regression results revealed an R? of 0.728. This meant that holding other variables
constant, financial literacy variables accounted for 72.8% of the variability in credit uptake by the
sampled youth entrepreneurs. Coefficient of bookkeeping skills (0.53) had a p = 0.001 this meant
that bookkeeping skills positively and significantly influenced the dependent variable. Coefficient
of budgeting skills (0.449) had a p = 0.012 this meant that budgeting skills positively and
significantly influenced the dependent variable. Coefficient of debt management skills (-0.158)
had a p = 0.212 this meant that debt management skills negatively and insignificantly influenced
the dependent variable. Coefficient of financial knowledge (0.823) had a p = 0.000 this meant that
financial knowledge positively and significantly influenced the dependent variable. From the study
findings, three of the financial literacy measures were found to positively influence credit uptake
by the sampled youth enterprises. Hence, the study recommends the government to initiate training
and mentorship programs for youth entrepreneurs in financial literacy to enable them to have the
skills to finance and grow their businesses. The financial institutions should incorporate programs
on financial literacy to enable the borrowers equip themselves with the relevant skills that will

help increase credit uptake.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

World Bank (2020) report indicated that youths were perceived by financial institutions to
be more risky clients. The youth tend to lack business experience, credit histories, financial
literacy, savings, and other assets to offer as collateral. They may also lack access to business
networks. As a result, youth are more likely to depend on family savings, informal lenders, or other
similarly suboptimal means of financing businesses. These sources ultimately yield limited funds
and/or are exploitative.

The increased level of unemployment in Kenya has exposed Kenyan youths to a lot of
challenges (Kinyanjui, 2010). Yunus (2014) noted that many governments are supporting youth
ministries, youth policies, and youth programs, and there seems to be a greater appreciation that
young people are the future of their countries development. Odera et al. (2013) reveal that youths
have continued facing challenges related to accessing credit from both banks and even Government
funds. This is happening despite the commendable efforts of various Governments in attempting
to unlock the full potential of youth enterprises by helping them economically. Consequently,
Odera et al. (2013) opine that youth enterprises have continued to face challenges related to

accessing credit from banks and even Government funds.

1.1.1 Financial literacy

Education has been enlisted as a priority by the World Bank, in its poverty-fighting mission
being one of the largest external financiers of education in the developing world (World Bank,
2014). Financial literacy is one of the factors that enhances the growth and profitability of many
successful firms. Frisancho (2019) noted that whereas the bridging has been done for the supply-
side access barriers, the demand-side factors become stringent deterrents. These include limited
financial literacy or a lack of trust which bar the take-up and use of formal financial products and
services. Financial literacy has received attention as a contributor to youth’s access to credit across
the world. In this regard, OECD (2014) indicated that at the highest global level, governments in
the arena of financial education, have identified youths as one of the priority targets. Fernando and

Pergelova (2015) also noted that increasing the levels of financial literacy among young consumers
1



is a social necessity. Further, they say, it’s a pressing challenge for policymakers and industry alike
in many countries. They noted that financial literacy and financial education have become a
growing area of interest because of several factors. These include the downturn in the economy,
the low personal savings rate, and what many consider to be an excessive reliance upon credit by
consumers.

The Standard & Poor’s Rating Services found out that financial literacy among adults
around the world stands at 33 percent (Global FinLit Survey, 2014). This means that approximately
3.5 billion adults in the world, most of them in developing economies lacked basic financial
understanding.

For an individual to function well in the money economy the requisite knowledge and skill
can be attained with financial literacy. The latter also entails making informed judgments
concerning their own and their family circumstances. Hilgert et al. (2003) posit that the need for
financial literacy among business owners and entrepreneurs has hitherto become a subject of
interest in both developing and developed economies. Though it’s unlikely an absolute state,
financial literacy fosters individuals’ ability to respond effectively to the ever-changing personal,
social, and economic circumstances. The firm’s success or failure is hypothetically determined by
financial literacy to a large extent. It is for this reason, many countries have created task forces to
study and evaluate the level of financial literacy of their citizens (Alessie et al., 2011).

In 2010, the US president observed that the next major crisis was lurking in the lack of
financial literacy among American youth. This, he said, would plague the US economy in the
future if action is not taken (Bartley, 2011). This concern was attributed to findings that youthful
Americans in the ages group between 18 and 29 years were financially undereducated. This age
group tended to have the lowest levels of financial literacy of all other age groups (National
Financial Capability Study, 2009).

In China, Chen and Jin (2017) noted that the formal credit markets have not kept pace with
economic growth and have remained largely underdeveloped. Formal credit is mainly directed
toward large state-owned enterprises and rarely targets the credit needs of individuals (Chen & Jin,
2017). Majority of Chinese households continue to be limited in usage and access to formal credit,
especially in poor urban and rural areas. Many strongly depend on informal credit from alternative

sources, such as close friends and family members, to meet their borrowing needs (Fungacova &



Weill, 2015). Based on this situation, the government of the People's Republic of China (PRC) has
realized that financial literacy interventions are a key policy tool (Yuan & Jin, 2017). This policy
tool is being applied among the most economically vulnerable populations to bring them into the
financial mainstream (Asian Development Bank, 2017; The World Bank, 2018).

According to Demirguc-Kunt and Klapper (2012) the adults in Sub-Saharan Africa and in
North Africa were 40 percent and 16 percent respectively reported to have saved or set aside money
in the past year. Additionally, from the results, there are those respondents who saved their finances
in formal financial institutions in the previous year (14 percent of the adults representing 35 percent
of savers in Sub-Saharan Africa, and 4 percent of the adults, representing 27 percent of the savers
in North Africa). Southern Africa and Eastern Africa have the highest percentage of adults with
bank accounts standing at 51 and 28 percent respectively. Central Africa and North Africa has the
lowest percentage among the percentage of adults with bank account standing at 23 and 15 percent
respectively. This could be attributed to the lack of enough money to use an account and the cost
to acquire an account (Demirguc-Kunt & Klapper, 2012)

In South Africa Cole et al. (2014) indicated that although a financial literacy program
improved budgeting knowledge, reduced loan applications and increased self-reported savings.
They additionally reported that there was no significant increase in other types of financial
knowledge or practices. According to ILO (2016) South Africa’s population ranks high in terms
of indebtedness. Based on the report, between 2013 and 2014, 86% of South Africans borrowed
money making them more indebted than any other population globally. However, even with this
higher borrowing level, South Africans stand out in terms of poor loan repayment. This is because
the national credit regulator reported in its 2014 annual report that 44.2% of all active credit
consumers had impaired records. As such, in South Africa like many other parts of the world,
financial literacy skills are important yet underdeveloped among a large share of the population.

In Tanzania, the Tanzania Development Vision 2025 categorically highlights that financial
illiteracy hinders access to financial services, impeding the country’s economic competitiveness
in the global market (Lotto, 2020). According to Mbugua (2015) due to the challenges faced by
youths such as lack of employment opportunities, lack of knowledge and skills, and poverty, they

are enticed to engage in illicit activities just for subsistence.



In Kenya despite great strides made in financial innovations, access to financial services
has remained low in the informal sector where the majority have been sidelined from formal
financial services, especially the least educated (Shibia & Kieya, 2016). Owen (2020) shows
financial access by strands across different years in Kenya for studies done by Financial Access,
Kenya. By 2006, the proportion of the population who used formal financial services were 18.9
percent, 35.2 percent used informal, and those excluded were 38 percent. The respective figures
for 2016 are 42, 7, and 17 percent, respectively. This reveals that although many people had moved
from informal to formal financial access, a large number are still excluded. Further, Owen (2020)
revealed that 33 percent of Kenyans used formal financial strands, 34 percent used other formal,
eight percent informal, and 25 percent were excluded in 2013. Furthermore, in 2016, 42 percent
of Kenyans accessed formal financial strands, 33 accessed other formal, 7.2 informal, and 17
percent are excluded. This indicates a consistent rise in the number of people using formal services
and a decline in those using informal strands and the excluded ones.

Compared to 2006, financial inclusion has more than doubled while financial exclusion
has more than halved. Owen (2020) combined the financial access by strands for the years 2006,
2009, 2013, and 2016 (FSD, 2016) in one graph. The study revealed a steady rise in formal
financial access for those with tertiary education. Those with secondary education had a somewhat
flat line or mild increase in formal financial access. Those with primary education had a steady
decrease in financial access. Those without any Education only attracted 5% financial access. This
indicates clearly that less educated people are less likely to access formal financial strands and
most likely to access informal ones or be excluded.

Every serious entrepreneur must be able to maintain proper records of his or her business
transactions. Proper bookkeeping is important to sustaining and expanding a business. Without it,
the entrepreneur runs the risk of hitting cash flow crunches, wasting money, and missing out on
opportunities to expand his business. When you keep proper records of your business transactions,
you would be properly positioned to carry out proper business evaluation and see how your
business is fairing. The purpose of bookkeeping is to help you manage the business and to enable
tax agencies to evaluate the business activity (Chepkemoi, 2013).

Budgeting assists to improve the management of an enterprise helping to achieve optimize

profits and minimize losses. Siekei et al. (2013) determined a positive relationship between
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budgeting skills acquired through financial literacy training and improved performance of MSEs
in terms of increased sales and business profitability providing a basis for establishing performance
targets. However Fatoki (2014) established that a majority of micro-enterprises are survivalist,
having some form of budgeting and financial planning and control but on an informal basis. This
view that is corroborated by Abanis et al. (2013) who found that a majority of small businesses
don’t engage in formal financial planning, financial control and budgeting.

Studies have shown that persons with mild financial literacy were likely to face greater
challenges appertaining to debt management, savings, and credit, and were less likely to plan.
Conversely, those individuals with higher financial literacy were better able to manage their
money, took part in the stock market and performed better on their portfolio choice and were more
likely to choose mutual funds with lower fees (Lusardi & Mitchell, 2011). Moreover, those who
have greater financial knowledge were more likely to accumulate higher amounts of wealth, had
better debt management skills, and evaded high-interest payments (Lusardi & Mitchell, 2011;
Wachira & Kihiu, 2012).

OECD (2020) states that financial knowledge is a very critical component of financial
literacy for individuals as it enables them compare financial products and services with an aim of
making appropriate, well-versed financial decisions. Financial knowledge and the ability to apply
numerical skills financially enables consumers to navigate with greater confidence financial
matters. It also inculcates the ability to react to news and events that may have implications for
their financial well-being (OECD, 2020). The study adopted bookkeeping skills, budgeting skills,
debt management skills and financial knowledge as independent variables which were measures

of financial literacy.

1.1.2 Credit uptake

According to Remund (2010) a loan provided in a commercial or corporate finance
environment is classified as "credit uptake" if it includes revolving credit, term loans, committed
facilities, letters of credit, and the majority of retail credit accounts. Yunus (2014) pines that credit
to youth is gaining credibility on a rising scale in the mainstream finance industry. He adds that
many traditional large finance institutions are contemplating credit to youth as a source of growth
even though it had earlier been disguised as a source of future growth. Financial services have an

important contribution in development by facilitating economic growth, and enterprise creation,
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reducing income inequality and poverty levels, and employment creation. Poor people and
marginalized groups including women, young people, and people with impairments are given more
opportunities to participate in the financial system. They are empowered to save, borrow, build
their assets, invest in education, venture into entrepreneurial activities, and improve their
livelihoods (World Bank, 2012). Loans to young people running youth entrepreneurs have been
difficult for banks and other financial institutions to advance. The primary causes include the
absence of collaterals that financial institutions require, improperly assembled financial
documents, and a lack of technical and managerial skills among young people (Wanjohi, 2008). If
borrowers offered security, a guarantor, or if they used the credit for business-related purposes,
lenders would be more ready to extend credit (Pham & Lensink, 2007).

Credit to youth has successfully allowed underprivileged people to start their own
businesses and produce income, and in many cases, start building wealth and escaping from
poverty (Spence et al., 2010). According to Wanjohi (2011) the lack of credit availability is
virtually always cited as a major issue for young businesses. This has an impact on technology
decisions since it reduces the range of options that may be considered. Because it is the only
technology they can afford, many young businesses may adopt improper technology. Even in
situations where finance is accessible, the entrepreneur may not always have a choice because of
the lending requirements, which may compel them to buy expensive, immovable equipment that
can be used as collateral for loans. Youth-run SMEs in Kenya are unable to acquire loans due to
the strict lending requirements. According to Gita (2013) the effect of financial liberalization on
credit uptake demonstrates that young borrowing access is not improved by financial sector
liberalization. This is so because monetary regulations are tightened as a result of financial
liberalization.

Rajendar (2012) conducted a study in Ghana to determine how much the regulatory
environment affects young people's access to youth enterprise development funds. The results
showed a significant correlation between regulatory procedures and access to youth enterprise
funds. The survey also showed that the expenditures associated with licensing and registration for
young businesses were significant. Conditions for lending have an impact on how much credit
young people can take out. The youth's access to credit is impacted by the extremely severe

constraints imposed on them. The ability to run a firm and be entrepreneurial is helpful for young



people taking out loans. The high cost of borrowing and lending in the banking sector has thus
been the main obstacle for many young people. The use of credit is crucial for boosting economic
activity, generating job opportunities, and raising people's standards of life. Many young people
who are unable to obtain formal employment in white-collar jobs benefit from it (Salia, 2001).

In Nakuru East Constituency, Nakuru County performed research on financial factors
determining micro-loan uptake by women enterprise groups (Oluoch, 2019). The dependent
variable for the study was envisioned as the uptake of microloans. While the explanatory
independent variables were financial characteristics, lending practices, financial literacy, and loan
repayment procedures. The amount borrowed and frequency of borrowing were used to
conceptualize the dependent variable. The findings showed a moderately positive link between
financial literacy and the use of microloans at the Nakuru East Constituency Women Enterprise

Scheme.

1.1.3 Financial literacy and credit uptake

Possessing a general degree of financial literacy in addition to a sufficient comprehension
of fundamental financial concepts would be a benefit of getting financial services and improving
financial inclusion. Small businesses constitute the backbone of many economies at the
macroeconomic level, and when entrepreneurs lack the financial literacy skills necessary to run
profitable businesses, the entire economy is at danger (Dahmen et al., 2014). In this regard, various
research (Atkinson & Messy, 2013; Finscope, 2013; OECD, 2009, 2013; Xu & Zia, 2012) have
investigated the effect of financial literacy on financial inclusion. The capability, conduct,
awareness, and attitude necessary to achieve financial well-being through sane financial decisions
have been agreed upon as being related to financial literacy (OECD/INFE, 2012).

According to Musha (2014) 82.3% of the variation in the number of loans accepted by the
adolescents may be attributed to the credit terms, the business and entrepreneurial abilities, and
the knowledge of the youngsters. The Kenyan government has struggled with financial inclusion
and loan availability, and it has tried a variety of approaches to assist most of the population. Most
Kenyans lack bank accounts. According to the Kenya National Bureau of Statistics (KNBS), youth
make up 32% of Kenya's population, or 11.8 million people. Kenyan adolescents struggle to obtain

loans because they have nothing in the way of pledge able assets. The Kenyan government



established dedicated funding institutions to assist these credit-insecure adolescents. The Youth
Enterprise Development Fund (YEDF) and the Uwezo Fund are a couple of these funds.
Additionally, financial institutions that provide credit include SACCOs, commercial banks
like Barclays, Diamond Trust, Cooperative, Standard Chartered, Kenya Commercial Bank
(K.C.B), National Bank of Kenya, and Equity Bank, as well as microfinance lending organizations

like Faulu, KWFT, and SMEP (Small and Micro-Enterprise Program).
1.1.4 Youth in Machakos town

Governments across the world are sponsoring youth ministries, youth policies, and youth
programs more frequently, and there seems to be a growing understanding that children and
teenagers are the foundation of a nation's future growth. Kenya, like many other developing
nations, has a long way to go before recognizing this potential in its young people. To ensure that
policies are created, and services are delivered in a way that addresses both the needs of youth and
the actual concerns of citizens, devolved governments must involve youth in governance and in
their development decisions (Yunus, 2008).

Machakos County just like the rest of the world is experiencing youth bulges. Youth
bulges, which happen when youth make up more than 20% of a country's population, have become
a worldwide phenomenon. As per the 2019 Kenya Population and Housing Census, 35% of
Machakos county population are youth aged 18 to 35. This brings the youth of Machakos Town to
0.35*170,606 = 59,713 by 2019. This was estimated to grow to 40% by the year 2022. Thus,
making the youth bulge a very big issue in the county that must be seriously addressed. The youth
bulge also ascertains the truth that the youth are our biggest asset now and in the foreseeable future
(County Government of Machakos, 2020). In the Youth Empowerment Policy (2020) the County
Government of Machakos admits that youth are facing many challenges. The challenges range
from drug abuse, early pregnancies, unemployment, inadequate entrepreneurship skills,
inadequate funds, lack of education, and lack of mentorship among others. All these issues need
to be regularly addressed in hope of empowering the youth to have a brighter future.

Youth enterprises in this area consist of small traders with shop or retail services, Mpesa
Services, wines and spirit retail, kiosks, and light, or temporary establishment. These are
enterprises that are controlled and licensed by the county government of Machakos. Youths are

mostly found in small start-up enterprises and are likely to therefore be the majority in small
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enterprises comprising between 1 to 50 employees (SME Act, 2015). From the licensing
department in Machakos County, this class of enterprises pays between Ksh. 3,000 and Ksh.
40,000 in licenses.

1.2 Statement of the problem

Youth participation in small business ventures has a substantial impact on job creation and
the nation's economic progress. Therefore, giving young people access to loans would greatly
facilitate their ability to engage in entrepreneurial operations as a means of employment.
According to the Kenya Youth Development Policy (GOK, 2019), some working adolescents are
underemployed, or employed part-time, or are simply inactive, underutilizing their skills. The
strategy also refers to the anticipated 27.8% underemployment rate among youngsters between the
ages of 15 and 34 in 2015/16. Compared to a population-wide underemployment rate of 26.6% for
those aged 15 to 64, youth aged 15 to 19 were found to have the highest rates of labor
underutilization, estimated to be as high as 55.4%. According to the policy statement, this
condition puts idle youngsters at risk of acting defiantly and posing other societal problems. Giving
the young people the necessary financial abilities to enable them to profitably participate in small
businesses as a type of employment was one of the suggested solutions to the problem. They would
be able to make wiser financial and business decisions for their businesses as a result. Youth-led
businesses may boost economies and produce jobs with the correct knowledge, skills, mentorship,
funding, and supportive legislation (African Development Bank, 2022). The need for financial
literacy among entrepreneurs and business owners that include the youth has henceforth become a
subject of interest in both developed and developing economies (Hilgert et al., 2003).

Financial literacy enables individuals to be able to respond effectively to ever-changing
personal, social, and economic circumstances. Again, it has been hypothesized that financial
literacy is a key determinant of a business's success or failure. It is for this reason that many
countries have created task forces to study and evaluate the level of financial literacy of their
citizens (Alessie et al., 2011). This notwithstanding, a conceptual gap exists in that there are limited
documented research findings on the influence of financial literacy on credit uptake by youth
enterprises in Machakos County. The foregoing precipitated the current study focusing on financial

literacy as a predictor of credit uptake by youth entrepreneurs in Machakos Town. The study



sought to establish how bookkeeping skills, budgeting skills, debt management skills, and financial

knowledge influence credit uptake by a sample of youth enterprises in Machakos Town, Kenya.

1.3 Objectives of the Study

1.3.1 General objective of the study

The study aims at establishing the influence of financial literacy on credit uptake by youth

enterprises in Machakos Town Kenya.

1.3.2 Specific objectives of the study

1.

ii.

iil.

1v.

To establish the influence of bookkeeping skills on credit uptake by youth enterprises

in Machakos Town, Kenya.

To determine the influence of budgeting skills on credit uptake by youth enterprises in

Machakos Town, Kenya.

To analyse the influence of debt management skills on credit uptake by youth

enterprises in Machakos Town, Kenya.

To evaluate the influence of financial knowledge on credit uptake by youth enterprises

in Machakos Town, Kenya.

1.4 Hypotheses of the Study

1.

ii.

1il.

1v.

Hoi: Bookkeeping skills do not influence credit uptake by youth enterprises in
Machakos Town, Kenya.

Hoz2: Budgeting skills do not influence credit uptake by youth enterprises in Machakos
Town, Kenya.

Hos: Debt management skills do not influence credit uptake by youth enterprises in
Machakos Town, Kenya.

Ho4: Financial knowledge does not influence credit uptake by youth enterprises in

Machakos Town, Kenya.
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1.5 Significance of the Study

These study findings are important to various stakeholders. To begin with, the study would
bring to light areas where youths had a shortcoming in financial literacy. This would enable
curriculum developers in institutions of learning to tailor the curriculum to cover these areas.
Secondly, the study sought to inform credit providers/financial institutions about the challenges
regarding financial literacy faced by the youths in access to credit for their enterprises. This would
enable financial institutions to model their credit products to counter these challenges among the
youth. Thirdly, the youths would be enlightened on the areas they need to improve regarding
financial literacy to enhance their ability to access credit facilities. Additionally, the policymakers
who sit at the national or county government panels would find guidance on policy formulation
and implementation of credit administration for youth in urban areas. Lastly, the study sought to
contribute to the existing literature on financial literacy and youth credit uptake. This would

provide an additional source of reference for future scholars in this area of research.

1.6 Scope of the Study

The study focused on the influence of financial literacy on credit uptake among the youth
enterprises in Machakos Town in Kenya. Machakos Town was chosen as the place of interest due
to its proximity to the capital Nairobi and as such has a chance of many youths who may not thrive
in the capital ending up in the town. Additionally, Machakos Town has seen tremendous growth
since the advent of devolution and as such, it is a good financial environment sufficient for the
researcher to gather the necessary data for the study. The study was delimited in terms of the scope
by considering businesses run by an individual between the age of 18-35 years. The study
consumed a budget estimate of around Ksh. 400,000 which would be funded by the researcher
himself. On the other hand, the study was undertaken between October and November 2022. This
period was critical because the researcher had been cleared by the Egerton University and
NACOSTI earlier in the month of October to carry out data collection. Secondly, the study needed
to be accomplished within one year of determining the population (Appendix C). This would avert
any changes in the composition of the target population (exits and new entrants) that could
influence the effectiveness of the study sample. The study limited itself to primary data gathered
directly from the respondents based on the specific objectives. The study was limited to a sample

size of 314 and a population size of 1704 enterprises.
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1.7 Assumptions of the Study

The researcher assumed that the regression error would be an insignificant impact on the
validity of the results of estimators. The study assumed that the research instrument would give
accurate data and that the biasness would not set in during the data handling (data collection and
analysis). It’s assumed that the respondents would be trustworthy in their responses to the
questionnaires. Additionally, they would keep their responses as objective as possible and would
be effective in responding to the questionnaires. Further, the study assumed that there wouldn’t be
any serious alterations in the target population’s composition during the study period to influence

the effectiveness of the sample.

1.8 Limitations of the Study

The targeted respondents' hesitation to provide information because they feared it might be
used to intimidate them or be used maliciously against their enterprises was the limiting factor. To
establish that the respondents' comments were strictly to be utilized for academic reasons, the
researcher submitted an introduction letter from Egerton University and a letter from the National

Commission for Science, Technology, and Innovation (NACOSTI).

1.9 Operational Definition of Terms

Bookkeeping skills: The ability to document every financial transaction logically
and consistently is known as bookkeeping abilities. Sales,
profits from purchases, and payments made by an individual or
entity are all considered transactions. All business transactions
are documented by bookkeeping, which also assigns income

and expenses to distinct accounts in separate account records.

Budgeting skills: The capacity to create a master financial record that details the
projected contribution from an organization's activities in terms
of anticipated cash inflows or revenues and outlays over a

specific time.
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Credit Access:

Credit Uptake:

Debt management skills:

Financial Literacy:

Financial Knowledge:

Youth:

Youth Enterprise:

Refers to the capability of individuals or enterprises to
approach or get close to financial services. Just like opening a
bank account.

refers to the use of credit or loan obtained in the context of
business or corporate finance, including letters of credit,
revolving credit, term loans, committed facilities, and most
retail credit accounts.

Refers to the ability to make straightforward financial
judgments about loans, credit cards, interest rates, and fees
using basic mathematical knowledge of interest compounding.
Individuals can make informed judgments and take effective
decisions in managing their finances.

It’s understanding various ideas, such as investment
possibilities for households, savings programs, and the
compounding of interest for corporate borrowing, helpful in
helping people make strategic or operational decisions.

This study adopts the Kenyan Constitution's definition of
youth. That is individuals in the republic who have attained the
age of 18 years but have not attained the age of 35.

These are businesses run and owned by youth. The enterprise

can be owned individually, in a partnership, or corporately.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter displayed the work of other scholars on the influence of financial literacy on
credit uptake among youth enterprises. The chapter consists of theories underlying the study,
empirical review of variables, research gaps that the study intended to fill and conceptual

framework.

2.2 Theories Underlying the Study

This study was anchored on Dual Process Theory, Gorith’s Business Refinancing Theory,
and Marsh-Arrow-Romer (MAR) Knowledge Spillover Theory. These theories were discussed
below on how they support the current study.

2.2.1 Dual process theory

The Dual Process hypothesis, which Richard E. Petty and John Cacioppo first proposed in
1986, challenges the idea that the actions of a group with a high level of financial literacy may be
influenced by the coexistence of the two philosophical systems of intuition (system 1) and
cognition (system 2) (Glaser & Walther, 2013). The capacity for awareness without implications,
or intuition, results in judgements, opinions, or impressions that cannot be verified logically.
According to Taylor (1981) people make rational decisions based on their intuition since their
emotions have a significant influence on them. According to Glaser and Walther (2013) the high
prevalence of intuition moderates the impact of financial education on wise investment choices.
Therefore, using intuition more often leads to less wise financial choices.

Making decisions systematically involves the contribution being modified, summarized,
detailed, stored up, recovered, and utilized. Cognition is the psychological function that consists
of comprehending, planning, interpreting, analyzing, and administering, according to Chan and
Park (2013). They observed that people with high cognition had good eyesight, were analytical,
and exercised critical thought while making decisions. Based on the dual theory's axioms, it is
implied that using intuition (system 1) results in a decision-making shortcut and may, therefore,
more frequently lead to unfavorable outcomes. Conversely, when cognitive (system 2) is used,

judgments are made after a comprehensive investigation of the facts and are generally supported
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by reliable data. The youth need sufficient information about financial literacy, what it implies,
and how it might help them better their standard of living before they commit to credits, according
to the dual theory applied to the current study. This demonstrates that youth who possess sufficient
financial literacy skills can make pertinent judgments that, in the long term, will result in high

credit uptake.

2.2.2 Gorith’s business refinancing theory

The theory was postulated by Gorith in 1978. It states that credit absorption directly
correlates to the rate of business investment, such that with high levels of investment, refinancing
is required to fill the gap of more need for funds. The theory also holds that, whenever a business
does not attain the much-anticipated growth, less need for fresh capital is experienced, hence
uptake of credit gets low. The theory has one major strength, that is, the need for more funds is
driven by the rate of business growth and this obeys the laws of trade cycles in which investment
is done during periods of business recovery so that funds are not made idle in dead stocks.
However, the growth of a business or business recovery must be preceded by some economic
activities undertaken in the business environment and this means that business operations must
continue, yet some business entrepreneurs seek to wait for recovery to invest. Realities of trade
cycles notwithstanding the craving for more funds for business investment generally rise with
business growth. The use of this theory to support this study cannot be farfetched. The theory
reveals that refinancing avails fresh funds, boosting the demand for more business inputs and its
smooth running. Otieno (2018) recommends that small business owners and their advisers should
regularly review existing debt finance arrangements. This, he pines, ensures that the finance

facility and structure fit the current needs of the business.

2.2.3 Marsh-Arrow-Romer (MAR) knowledge spillover theory

According to Jose Scheinkman and Edward Glaeser (1992) MAR According to the
knowledge, spillover theory of entrepreneurship, one's motivation to start a firm can be influenced
by the environment in which those decisions are made. According to it, as fresh knowledge builds
up, there is a chance for technological advancement (Adebimpe et al., 2008).

This theory is applicable to the study because entrepreneurs choose to capitalize on
possibilities by starting new businesses because of their recognition of emerging opportunities

based on the level of new knowledge they have learned through time and the skills they have
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developed (Siekeiet al., 2013). Expected income from uncommercialized knowledge was
enhanced by the magnitude of the new knowledge exploitation. Parker (2004) implies that there is
a compelling assortment of financial, institutional, and individual challenges to entrepreneurship.
Therefore, for SMEs to grow and be successful they need to acquire skills in the market dynamics
and be proactive by understanding the trends of the same through training (Lusardi, 2009). This
theory is applicable to the study in that the current diversified economy makes it necessary for
SME:s to continuously acquire new knowledge, which aids in their ability to remain relevant and

competitive.

2.3 Empirical Review of Variables

2.3.1 Bookkeeping skills on credit uptake by youth enterprises

Chelimo and Sopia (2012) carried out a study on the effects of bookkeeping on the growth
of small and medium enterprises in Kabarnet Town, Baringo County, Kenya. The study was based
on a descriptive survey design and targeted all SME operators in Kabarnet town. A sample of 72
respondents was selected through stratified random sampling techniques. The data were analyzed
using descriptive statistics and analyzed using percentages. The study findings show that many
SME operators in Kabarnet town maintain sales record books using the double entry system. The
study also shows that bookkeeping positively enhanced SMEs' growth as measured by profitability
and increased business expansion in Kabarnet town. Based on the conclusions, the study
recommended that documents of original entry such as invoices should be properly kept as they
are important elements of the financial system.

In Ogbomosho, Oyo State, Nigeria, Hassan and Olaniran (2011) conducted an examination
of the effect of accounting records keeping on the performance of small-scale firms. Descriptive
and cross-sectional research designs were combined in this study. A descriptive methodology,
including in-person interviews and questionnaires, was used as the main methods for gathering
primary data on the 113-person sample. Results showed that most of the respondents kept business
accounting records. Cash was used to keep all the records. Receipts, invoices, payment vouchers,
sales and purchases, creditors, and debtors-all of these were employed as record-keeping tools to
save operating expenses and boost productivity. Since accounting records are crucial for decision-
making, it was determined that record keeping is crucial for decision-making and business

adjustment.
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In their study on the relevance of accounting records in small business performance in
Nigeria, out that MSEs that kept proper books of account were able to measure accurately the
performance of their businesses (Ezejiofor et al., 2014). They also asserted that business decisions
regarding expansion, maintaining a competitive edge, prevention of business failure, and filing tax
returns need to be supported by quality financial information which needs to be relevant, user-
friendly, and available promptly. They cautioned that accounting systems that generate the
information should be simple in order not to impose unnecessary operative burdens.

In Ruiru Town, Kenya, Otieno (2016) conducted research on influence of financial literacy
on the performance of small and medium enterprises. The study's target population consisted of
334 SMEs. Licensed by the municipal government of Ruiru. 100 SMEs were determined using
Yamane's algorithm. 100 SMEs were chosen as the sample using stratified random sampling for
the study. The study discovered that the financial performance of the SMEs it looked at was
positively and significantly impacted by bookkeeping abilities. The findings also demonstrated
that effective bookkeeping had given business owners the knowledge they needed to determine
whether they had made a profit or suffered a loss. Furthermore, it was discovered that the majority
of respondents concurred that bookkeeping had given business owners the forecasting abilities
they needed to create their company's goals.

Negou (2018) did a study on the role of bookkeeping in the survival of very small
businesses in the Kumba Municipality. In his study, a sample size of 150 respondents was selected
through stratified and random sampling. Data were collected using questionnaires. Descriptive and
inferential (Chi-square) statistics were used for data analysis. Findings from the study revealed
that very small businesses in Kumba Municipality have an account clerk and therefore they record
their transactions manually following a single-entry system. The study also indicated that when
adequately kept, bookkeeping significantly influences the survival of very small businesses in the
Kumba Municipality as it enables them to trace their problems and provide appropriate solutions.
It also helps businesses keep records, enables them to take corrective actions, and improves the
performance of the organization by better-controlling costs.

In her study, Linda (2019) did a research study on financial literacy and the growth of small
and medium enterprises in Nyeri County, Kenya. The target population of the study was 841
SMEs. Stratified random sampling was used to select a sample of 168 SMEs. The study found that
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bookkeeping skills have a positive and significant effect on the growth of SMEs studied.
Additionally, the results show that good bookkeeping assists SMEs to efficiently manage stock
and satisfy debt commitments on time. The study also revealed that SMEs' bookkeeping expertise
was insufficient for them to submit tax returns without hiring a consultant, and they received
below-average ratings for their ability to reconcile cashbooks with bank statements. According to
the study's findings, bookkeeping would help SMEs to create financial statements that would allow

them to assess the company's financial performance and, in turn, make wise decisions.

2.3.2 Budgeting skills on credit uptake by youth enterprises

Budgeting is a key management tool for planning and controlling departments within an
organization. Warue and Wanjira (2013) studied factors affecting the budgeting processes among
SMEs in the hospitality industry in Nairobi’s Central Business District (CBD). The target
population comprised 98,608 of all the registered small enterprises located within the CBD of
Nairobi city. Stratified random sampling was employed in selecting the sample. The population
strata were based on the nature of the business conducted by the SME in the Hospitality industry.
The sample of 104 was shared proportionately among the 526 SMEs in the Hospitality industry in
the CBD. The data was analyzed using panel data analysis. The researcher found that budgeting,
participation of workers, firm size, ownership, skills and manpower, and computerized accounting
contribute significantly to the budgeting process and the general performance of SMEs. Birech
(2013) studied the factors affecting loan utilization among youth in Nakuru. The results of the
study showed the uptake of credit for youth is influenced by entrepreneurial knowledge and
investment site.

Kibui (2013) examined “Financial Literacy and Financial Management of the Youth
Enterprise Development Fund in Konoin Constituency Kenya”. The study applied a cross-
sectional descriptive survey technique. The study used a sample of 250 youth selected through
random sampling. Data was collected using a semi-structured questionnaire. The research design
was descriptive statistics and regression analysis was employed. Data were analyzed and presented
using mean, correlation, standard deviation, and percentages. The findings indicate that financial
literacy had a positive correlation with financial management by the youth. The youth was found
to be financially illiterate which was attributed to less financial knowledge, less exposure to

managing finances, and their education levels. It was also found that parents and peers played a
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crucial role in transferring knowledge to the youth. This study elaborates on financial literacy and
how it affects financial management among the youth but not their ability to access credit. This,
therefore, limits its application in the current setting.

Obago (2014) did a study on the effect of financial literacy on the management of personal
finances among employees of commercial banks in Kenya. Purposive sampling was used to select
the major banks in Nairobi while a simple random sampling technique was used to select 100
respondents from five commercial banks in Nairobi. The data were analyzed using the Statistical
Packages for Social Sciences. The student's t-test was used to examine the data to determine
whether there is a significant relationship between financial literacy and personal financial
management practices. the findings show that most respondents participants had financial literacy
acquired through training or work experience and that it affects personal financial management
among the commercial banks in Kenya.

Lusimbo (2016) did a study on the relationship between financial literacy and the growth
of micro and small enterprises in Kenya: A case of Kakamega central Sub-County. She established
the effect of budgeting skills on the growth of SMEs. The study targeted 1300 MSEs registered
under a single business permit in Kakamega Central Sub County as of 2015 and adopted a
descriptive cross-sectional survey design. In order to choose respondents, a stratified proportionate
sampling method was utilized, and 306 MSEs were chosen using Yamane's formula. Findings
showed that most MSE owners had poor levels of budgeting since they do not formally plan for,
budget for, and oversee their finances or prepare financial statements, which would enhance their
capacity for information and perhaps limit their access to financing. However, enhancing the MSE
owners' budgeting abilities can help the MSE grow in terms of the asset value.

In a case study involving micro and small enterprises in Kenya's Elgeyo Marakwet county,
Kiptum (2019) investigated the effect of financial skills on loan repayment. The study focused on
the 520 MSEs functioning in the county, and from this population, a sample of 84 MSEs was
selected using the Nassim algorithm. Using a random stratified sampling technique, sampling
components were selected. To get primary data from the respondents for the study, standardized
questionnaires were used. According to the study's findings, MSE loan repayments and budgeting

proficiency are significantly correlated. It demonstrated a beneficial relationship between sound
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financial management and loan payback. describing how loan repayment for small- and medium-

sized business owners improved when they developed budgeting skills.

2.3.3 Debt management skills on credit uptake by youth enterprises

Simeyo et al. (2011) conducted research on how young microenterprises participating in
the Kenya Rural Enterprise Program (KREP) in Kisii County responded to the availability of
microfinance. A sample of 86 youth micro-enterprises was employed in the study. Using a simple
random sampling technique, 86 young micro-enterprises were chosen at random from a population
of 110 such businesses. Structured questionnaires were employed to collect primary quantitative
data, which was then analyzed using descriptive statistics, multiple regression analysis, and
Pearson correlation coefficient. About business risk management the findings indicated that
respondents were only slightly pleased with how well they were able to manage business risks.
The inference is that young microentrepreneurs were underprepared in terms of knowledge and
abilities for managing business risks. As a result, they are unable to deal with these risks
effectively, and their microenterprises suffer as a result. According to studies, those who lack
financial literacy have more trouble managing their debt, saving money, and using credit, and they
are also less likely to make plans. Higher financial literacy improves one's ability to handle
finances, participate in the stock market, perform better when choosing a portfolio, and increases
one's likelihood of selecting mutual funds with lower fees (Lusardi & Mitchell, 2011). According
to Wachira and Kihiu (2012) and Lusardi and Mitchell (2011), persons with more financial
understanding are also more likely to amass larger quantities of money, have better abilities for
managing their debt, and steer clear of high-interest payments.

Contrarily, those who lack financial literacy frequently borrow excessive amounts of
money and generally use more expensive sources of financing, which can have a negative effect
on the performance of their businesses. They are also more likely to report having an excessive
debt load or to be unable to calculate their debt load (Mastercard, 2011). Those who lack financial
literacy are more susceptible to scams in managing their debt, savings, and credit, and they are
unable to manage their resources effectively, such as choosing a portfolio that performs well when
investing in the stock market or money market. As a result, they plan poorly, whereas people with
high financial literacy can pick a feasible portfolio with a lower finance cost (Lusardi & Mitchell,

2011).
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In developing countries, access to finance is crucial for medium-sized businesses to achieve
greater productivity, competitiveness, job creation, and poverty reduction. The conditions imposed
by financial institutions, who view MSEs as dangerous due to inadequate guarantees and a lack of
knowledge on their capacity to repay loans, are, however, rarely met by small firms, particularly
those in Africa (Siekei et al., 2013). Most MSEs rely more heavily on informal sources of funding
due to these limitations, such as borrowing from family and friends or unscrupulous moneylenders,
which restricts their growth. Larger firms finance a larger portion of their investments through
formal sources of external financing. Although self-financing and money lenders are alternatives,
self-financing is limited by the poor capacity for saving of the majority of MSEs, and money
lenders charge high interest rates because they believe that MSEs have a significant risk of default
(G20 Seoul Summit, 2010).

Obago (2014) found that higher numeracy skills are positively correlated with higher levels
of household wealth and wise financial decisions, while lower numeracy skills were associated
with unnecessary expenses in a study that examined the impact of financial literacy on personal
financial management practices among Kenyan commercial bank employees. Those with stronger
numeracy and financial literacy are also more likely to participate in financial markets and invest
in stocks.

Financial literacy enables investors to acquire relevant knowledge and skills in financial
management. Financial knowledge aids in overcoming most challenges in advanced credit
markets. Financial literacy enables investors to face difficult financial times, through strategies
that reduce risk such as saving, increasing assets, and buying insurance. Financial literacy plays a
crucial role in enhancing decision-making processes, such as paying bills on time, and appropriate
debt management, which enhances the creditworthiness of potential borrowers to support income,
economic growth, sound financial systems, and poverty reduction. Financial literacy increases
one's ability to use financial products and services more effectively, gives them more control over
their financial future, and makes them less susceptible to aggressive salespeople (Mmbaka, 2016).

Otieno (2018) carried out a study on the critical factors and credit uptake in youth enterprise
development fund in Suna East constituency, Migori County, Kenya. The study population was
892 youth entrepreneurs registered in Suna East Constituency engaged in different businesses. On

the target population, a proportionate sample technique was utilized, and a stratified sampling
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technique was used to choose the respondents. There were 100 young entrepreneurs in the sample.
Inferential statistics involved the use of multiple regression and correlation analysis. The study
established that credit management, lending conditions, entrepreneurial skills, and financial
literacy had a positive and significant effect on the level of credit uptake in youth enterprise
development fund (YEDF). The study concludes that through credit management YEDF should
incorporate activities aimed at ensuring that invoices are paid within the defined payment terms
and conditions. Effective credit management serves to prevent late payments or non-payment.
YEDF requires that the youth entrepreneurs when seeking loans, provide certain relevant
information regarding their financial capability to qualify for the loans. YEDF needs to enhance
youth entrepreneurial skills by polishing their business skills, improving their strategic thinking,
and incorporating networking into small business activities. Youth entrepreneurs benefit from
acquiring the knowledge and skills necessary to make wise financial decisions by developing their

financial literacy.

2.3.4 Financial knowledge on credit uptake by youth enterprises

Numerous studies have shown the influence of financial literacy on financial awareness
and use of financial products and services. According to research (Agarwalla et al., 2013; Nicolini
et al., 2013) experience obtained using financial goods is directly related to financial
understanding. According to Cole et al. (2011) many emerging economies have a sizable informal
sector that is integrated into the formal economy and helps to build the financial sector. They also
point out that the low demand for financial services may be caused by their high fixed costs; in
fact, most emerging markets exhibit informal insurance, credit, and savings systems.

Nunoo and Andoh (2012) discovered that while there are a few financial products available
in Ghana's financial markets, there is little financial usage overall. The study assessed the degree
of financial literacy among SMEs in the nation, determined the variables that affect it, and
investigated the relationship between the use of financial products and financial literacy. Results
showed that small and medium-sized business owners in Ghana had a low degree of financial
literacy, and that more financially literate business owners were more likely to use financial
services. The study concluded that understanding how to use financial services requires financial
literacy. The goal of Gupta and Kaur's (2014) study was to gauge how well-aware and often used

financial institutions are by micro-entrepreneurs. The findings revealed that while most
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respondents knew about financial institutions and had bank savings accounts, they were unaware
of the various financial products. In their 2011 study conducted in India and Indonesia, Cole et al.
(2021) looked at households' financial literacy and service demand. Although there was no
correlation between financial literacy and the likelihood of opening bank accounts, a field
experiment found that financial literacy had an impact on consumer demand for financial
products.

Birech (2013) did a study on the factors affecting loan utilization among youth in Nakuru
County. he focused on the effect of investment sites on loan utilization and the effect of investment
knowledge on loan utilization. The study's target population was 83,102 youth. He used a sample
size of 314. The study findings showed that there is a significant correlation between
entrepreneurial knowledge, investment site, and the uptake of credit by youth.

Lubanga (2016) carried out a study on the relationship between financial literacy and
access to credit among Youth in rural areas: A case of the Kimilili constituency by Lubanga (2016).
The study had a target population of 41,181 youth in the Kimilili Constituency out of which a
sample of 384 was selected. Primary data was used for data collection using questionnaires
matching the research objective and analyzed through a regression model, mean, standard
deviations, and analysis of variances. The variables in the model were financial knowledge and
financial access as independent variables which had a positive and significant effect on credit
access.

Mashizha and Sibanda (2017) undertook a study in Zimbabwe, on the link between
financial knowledge, financial product awareness, and utilization. It was a case study of small and
medium enterprises in Zimbabwe. The study was carried out because of the understanding that a
sizable portion of SMEs were financially excluded despite efforts to cater products to their needs
by the financial services sector. A self-administered questionnaire was utilized in a quantitative
research method to gather information from 400 SMEs in the Zimbabwean capital city of Harare.
The results showed that SMEs rarely used most financial products since they were not well-known
to them. Financial product usage and financial understanding have no link, although there is a
correlation between financial product awareness and financial knowledge. The study concluded
that while SMEs are financially literate, there is no correlation between this and their involvement

in the main financial stream. As a result, the study's recommendations included the need to promote
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financial market involvement while also raising knowledge to lessen the vulnerability brought on
by financial exclusion (Mashizha & Sibanda, 2017).

Financial literacy, according to the OECD (2017), is essential for carrying out tasks
including monitoring news about the economy and financial landscape, evaluating financial
products and services, and coming to suitable, well-informed financial decisions. According to
OECD (2017), people may act independently to manage their financial affairs and respond to news
and events that might have an impact on their financial well-being if they have a basic
understanding of financial concepts and the capacity to apply their numeracy abilities in a financial
context. The evidence indicates that, indeed, higher levels of financial knowledge are associated
with positive outcomes such as stock market participation and planning for retirement, as well as
a reduction in negative outcomes such as debt accumulation (Hastings et al., 2013).

In her study on financial literacy and the growth of small and medium enterprises in Nyeri
County, Kenya, Mwaniki (2019) determined the effect of banking knowledge on the growth of
SMESs. The research design used was descriptive. 841 SMEs comprised the study's target
population. 168 SMEs made up the sample that was chosen using stratified random sampling. The
survey found that understanding banking services is essential since it enables SMEs to comprehend
how banks function and avoid surcharges and penalties for not adhering to terms and conditions
related to services offered. Mwaniki, who examined all age groups, neglects to say whether

financial literacy has any impact on young people's use of credit.

2.3.5 Credit uptake literacy by youth enterprises

Accepting credit is crucial for boosting income-generating activities, opening job
prospects, and raising people's standards of living (Salia, 2011). It helps a lot of young people who
can't find formal employment in white-collar jobs. Issues concerning young people's access to
credit imply that they pay a higher rate or must meet additional requirements to obtain a loan than
a larger company with similar creditworthiness. As a result, they are unable to benefit from
economies of scale when raising capital and raise less money than bigger enterprises in the same
area. According to Gita (2013) the effect of financial liberalization on credit uptake demonstrates
that young borrowing access is not improved by financial sector liberalization. This is because

tighter monetary regulations result from financial liberalization.
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A study was carried out by Musha (2015) on the factors influencing the uptake of credit by
Kenyan youths in Nairobi County. 1,462,803 youth in Nairobi between the ages of 18 and 35 were
the study's target population, and 381 were chosen as a sample. Respondents were from Nairobi
West, Nairobi East, Nairobi North, and West lands, which are the city's four administrative
districts. The researcher conducted structured questionnaires to gather primary data. The study
conducted a literature evaluation on the variables affecting credit uptake. Descriptive statistics
were used in the quantitative methods to analyze the data. According to the study's regression
analysis, the credit terms, the young people's entrepreneurial and business abilities, and their level
of awareness account for 82.3% of the variation in the total amount of credits they accept.
Additionally, the created regression model shows an inverse association between the youths'
uptake of credit and the loan's credit terms.

According to the study, there was a positive correlation between financial literacy and
credit accessibility (Lubanga, 2016). According to the data analysis, the majority of the sampled
respondents paid their bills on time, could assess financial products offered by various financial
institutions, saved money, and were generally financially literate, which allowed them to acquire
credit. The study also showed that although the lack of collateral restricted the youngsters' ability
to acquire credit from financial institutions, whenever they did so, their financial situation
improved (Lubanga, 2016).

In the Tambach ward of the Keiyo North Constituency of Elgeyo Marakwet County in
Kenya, Tuitoek (2016) conducted research on the variables impacting the acceptance of loans from
the youth enterprise development fund. A descriptive survey design was employed for the
investigation. The young in both groups that have and have not benefited from the YEDF were the
target population. The results show that the young had insufficient training in entrepreneurship,
which is required for the use of funds, but they were unaware of the youth fund. The readiness of
young people to start a firm and their favorable attitude toward entrepreneurship are signs that they
will be able to repay loans in the future. The youth funds' uptake was influenced by the lending
framework. According to the report, the success of enterprise development programs in fostering
sustainability depends on offering youngsters ongoing and pertinent business development
services. According to the study, Youth Enterprise Development Fund should encourage young

people to apply for loans by simplifying the processes they must go through to do so and giving
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them the entrepreneurial and managerial skills, they need to choose a venture that will be profitable
for their communities. There needs to be more sensitization to encourage youth to join groups and

form their groups.
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2.4 Research Gap

The research gap was displayed as shown in table 2.1 below. Each research topic’s findings were scrutinized to show the type of gap

and the focus of the current study.

Table 2.1: Research gap

Research

Topic

Findings

Knowledge Gap

The focus of the current

study

Financial Literacy and
Growth of Small and
Medium Enterprises in

Nyeri County, Kenya

Critical Factors and
Credit Uptake in Youth
Enterprise Development
Fund in Suna East
Constituency, Migori

County

The study discovered that banking
knowledge literacy and the expansion
of SMEs in Nyeri County had a
positive and statistically insignificant
relationship, with B4=0.114 at the p-
value of 0.698, which is greater than

0.05.

The findings show a straightforward
correlation of 0.887a in the R column.
This suggests that loan uptake, credit
management, lending terms,
entrepreneurial skills, and financial
literacy are all significantly correlated.

With an R-square of 0.787, 78.7% of

27

This study focused on the Growth
of SMEs

The study limits its dependent
variable to YEDF whereas
sources of credit are more than

reliance on YEDF credit.

According to the study by Otieno
G., more financial institutions in

Kenya as well as other elements

Uptake of credit by SMEs

The study specifically
covered the financial
literacy variables that are
outside his model i.e.,
budgeting skills and
bookkeeping skills



The effects of financial

literacy on personal

financial d