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Abstract- Using online and postal complemented by self-administered questionnaires, primary data were gathered from 96 
SMEs in Mauritius to assess the financial management of SMEs in Mauritius. The study reveals that 44.8% of entrepreneurs 
had poor financial management knowledge, the result of which they faced difficulties managing their business and their 
activities were very disturbed. A relationship was also established between financial management and financial data such as 
turnover, age of SME owners and its costs. This study is original in the sense that it focusses wholly on the financial 
management of entrepreneurs in Mauritius and acts as policy decision for policy makers and SMEs. 
 
Index Terms- Financial Management, Mauritius, SMEs, Techniques. 
 
I. INTRODUCTION 
 
SMEs (Small and Medium Enterprises) are a key 
driver of economic growth mostly for the developing 
countries which comprises of over 90% of all 
businesses globally (Ariyo 2000).A strong SME 
sector is well engaged in any economy by making 
way to creation of employment opportunities, helping 
in increasing production capacities, increasing 
exports and by contributing in research and 
development.   However, a number of trials thwart 
the development of SMEs in Mauritius, access to 
finance being a binding restraint, mainly due to low 
level of financial management being utilised.  
According to Meredith (1986), financial management 
forms part of the different useful fields of 
management yet is however fundamental towards the 
progress of any undersized firm and acts as a  very 
powerful tools for SMEs owners In this study, we 
shall determine to a certain extent the following: the 
general financial management knowledge of 
entrepreneurs in Mauritius, the problems they face 
when managing their finances, examine whether there 
are links which exist between financial management 
and age of SME owner, turnover and utilisation costs, 
determine the utilisation of financial management 
practices of entrepreneurs in Mauritius and show their 
relative importance. 
 
II. LITERATURE REVIEW 
 
Under the famous SMEDA1 Act, SMEs have been 
defined separately as these enterprises have different 
objectives and hence require different supporting 
measures. 
The SMEDA Act defines an SME as:  
(i) Small enterprise: An enterprise having an annual 
turnover of not more than MUR 10 million. 

                                                        
1SMEDA stands for Small and Medium Enterprise 

Development Authority which “supports and facilitates the 
development of entrepreneurship and SMEs in Mauritius.” 

(ii) Medium enterprise: An enterprise having an 
annual turnover of more than MUR 10 million but not 
more than MUR 50 million. 
In Mauritius most SMEs are categorised into leather, 
garments, trade, commerce, food and beverages and 
handicraft business dealings2 as shown in Table I. 

 
Source: Statistics Mauritius. 
 
According to Paramasivan and Subramanian (2009), 
financial management is an integral part of overall 
management. It is concerned with the duties of the 
financial managers in the business firm. Previous 
studies indicate that “poor” or “careless” financial 
management is a major cause of failures among small 
business (Smith 1973; Berryman 1983).In this study, 
there will be only five aspects of financial 
management that would be tackled: (1) Capital 
structure management, (2) Working capital 
management, (3) Financial reporting and analysis, (4) 
Capital budgeting management, (5) Accounting 
information system. 
Weston and Brigham (2005) defined working capital 
as being a firm’s investment in short-term assets, 
cash, short-term securities, accounts receivables and 
inventories. Nevertheless, a research into the WCM 
practices of SMEs in Canada was executed by 
Khouryet al (1999) diagnosed that only 7 % of the 
Canadian SMEs have formal working capital policies. 
                                                        

2 This is in accordance with the Census of Economic Activities 
on Small Establishments conducted in 2013, available at 
www.statsmauritius.govmu.org.  No new statistics have been 
updated on SMEs till now. 
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Nyamaoet al (2012) clarify the WCM practices of 
SMEs in Kenya using a sample of 113 SMEs which 
latterly gave results that WCM techniques were very 
low amongst SMEs as most had not utilised formal 
WCM procedures.  
 
Furthermore, Brigham (1995) suggested that capital 
budgeting might be more important to smaller 
organisations than larger ones by cause of lack of 
access to public funding. However, it is extremely 
difficult for SMEs to acquire external finance as it is 
more costly than internal finance (Watson et al., 
1998; Datta, 2010). Pettit and Singer (1985) study 
results denoted that financing is the most difficult 
problems of the SMEs in USA. Hence; SMEs place 
much importance on bank loans rather on external 
financial access(Bracker et al., 2006). 
 
Ssendaula (2002) has focused on the multitude of 
factors that have discouraged banks form lending to 
SMEs; poorly compiled records and accounts; low 
levels of technical and management skills; outdated 
technologies; lack of professionalism and 
networking; lack of collateral; lack of market outlets 
due to poor quality and non-standardized products; 
poor linkages and limited knowledge of business 
opportunities. DeThomas and Fredenberger (1985) 
also noticed the high standard of financial record 
keeping of SMEs in Georgia.  Furthermore, 
D’Amboise and Gasse (1980) investigated on the use 
of financial statement analysis utilised by small 
producers in Quebec and Canada and stated that his 
results showed that the SMEs that make reports do 
analyse their findings. 
 
Ismail and King (2005); and Menachemiet al., 2006 
discovered a positive association between Accounting 
Information System and SMEs strategy and their 
performances.  
 
III. METHODOLOGY 
 
The population that would be surveyed in this study 
is the 5729 formal SMEs which are registered under 
the SMEDA Act.  Since the population of SMEs is 
too large, it would be merely impossible and too time 
consuming to survey all the 5729 firms who could 
provide a useful response. Hence, sampling needs to 
be applied to the population. A sample size of 125 
enterprises is considered as appropriate for the 
research. Out of 125 questionnaires administered, 96 
respondents gave a positive reply. The sampling 
technique that has been used is the stratified random 
sampling method. Questionnaires were administered 
either face-to-face or postal means or through the 
web. 
 
Table II gives an overview of the sample size which 
was calculated as a % of each subsector from the total 
population: 

 
 
IV. DATA ANALYSIS, ESTIMATIONS AND 
RESULTS 
 
The first observation is that most SMEs (42.7%) 
exhibit sales of less than MUR 250,0003. Moreover, 
83.3% of the total respondents answered that 
managing their finance is a major problem as 
mentioned by Stokes and Wilson (2006), “SMEs face 
difficulties in raising sufficient funds or a 
mismanagement of funds or a combination of both”.  
Following the approach of Davis & Weber (1990) 
and Prochaska-Cue (1993), an aggregate financial 
management score based on 12 questions has been 
constructed. The outcomes showed that 16.7 % (16 
participants) were highly aware of financial 
management and 38.5 % (37 participants) were 
moderately knowledgeable about financial 
management. Additionally, most of the sample (44.8 
%) represented 43 participants were poorly informed 
of financial management. In addition to that, Table III 
shows the number of respondents who used the 
different financial management techniques and is 
accordingly ranked.  

Table III: Financial management practices 
utilisation 

 
It can be observed that poor and moderate financial 
literate Mauritian entrepreneurs were hesitant towards 

                                                        
3 MUR stands for Mauritian Rupees. MUR 250,000 roughly 

equals to US $ 8500 as at 21st March 2017. 
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employing CB techniques and strongly disagree to 
use the Net Present Value, testified by Grablowsky 
and Burns (1980), followed by AIS due to higher cost 
but most strongly agreed or agreed that AIS is 
important to small and medium firms. Next, adoption 
of CSM techniques was ranked third where 
entrepreneurs grief about lack of financial literacy 
and guidance  but many strongly agree capital 
structure is vital to their financial management. 
Moreover, financial reporting and analysis is the 
second most utilised technique of financial 
management as Mauritian SMEs do record and 
analyse data be it bookkeeping or computerised way 
following the same analysis by D’Amboise and Gasse 
(1980)  and DeThomas and Fredenberger (1985). 
However, the most utilised financial management 
technique of Mauritian SMEs is found to be WCM 
and is the least common problem. Despite being a 
serious problem for many African countries; 
Mauritian SMEs have kept this problem away as they 
are making use of this technique which is seen to be 
the key to SMEs success. 
 
4.1 Chi-Squared Tests 
 In this study, we try to attempt to test different 
hypotheses. Using the Kolmogorov-Smirnov and 
Shapiro -Wilk tests, it was found that   the level of 
financial management literacy of respondents does 
not follow a normal distribution. As a result, to test 
the different hypotheses, non-parametric tests had to 
be used.  
 H1:  There is no relationship exists between 

financial management and turnover 
 H2: There is norelationship between financial 

management and age of SMEs owner  
 H3: There is no association between financial 

management and the utilisation cost of 
financial management.  

 
4.1.1 Financial management level and turnover 
 
To determine if there is a relationship between yearly 
sales and financial management level, the Chi-square 
test was performed and the following hypothesis 
stated: 

H0: There is no relationship between yearly 
sales and financial management. 
H1: There is a relationship between yearly 
sales and financial management 

Table IV: Chi-Square Tests 

 
Since the Sig value is greater than 0.05 (0.534), H0 is 
not rejected and hence it can be deduced that there is 

no relationship between yearly sales and the level of 
financial management among entrepreneurs in 
Mauritius. These findings are indeed contradictory to 
that of Brigham &Gapenski (1993) which states that 
if sales are low, the consequences can be serious to 
financial management as they are related. 
4.12. Financial management and age of SME 
owner 
To assess whether there is an association between the 
level of financial management and age, the Chi-
square test was performed and the following 
hypothesis was stated: 
H0: There is no association between age and financial 
management. 
H1: There is an association between age and financial 
management. 

Table V: Chi-Square Tests 

 
 

Table V shows that the Significance value is 0.885 
(>0.05) and hence H1 is rejected where the age of the 
owner and the level of financial management are 
independent. However, through cross tabulation, 
young owner were more literate about financial 
management compared to aged owners as younger 
entrepreneurs are more motivated, energised 
committed and is more inclined to take risks (Storey, 
1994) which contradicts the Chi-Square tests results. 
4.13. Financial management and its costs 
The Chi Square test was implemented to determine 
whether there is an association between the two 
variables and the following hypothesis was stated: 
H0: There is no association between utilisation costs 
and financial management. 
H1: There is an association between utilisation costs 
and financial management. 
 

Table VI: Chi-Square Tests 

 
 
In this case, the Sig value is 0.000 as shown in Table 
VI which is less than 0.05 and hence H0 was rejected. 
It can therefore be concluded that there is a 
significant relationship between financial 
management and its utilisation costs for the 
respondents.In addition the Cramer’s V value OF 
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0.541 shows a strong association between the two 
variables.  
CONCLUSION AND WAY FORWARD 
 
It has been found that on average, Mauritian SMEs 
does not have a good knowledge of financial 
management. Most of them 44.8 % were seen to have 
a poor knowledge of financial management, 38.5% 
were moderately literate and the remainder 16.7% 
had a high knowledge of financial management. It 
has also been discovered that there is no significant 
difference between turnovers across financial 
management, except for those SMEs who have sales 
value of above MUR 1000, 000; only 2.1% were 
having high financial management knowledge. On 
the age of entrepreneurs’ angle, younger 
entrepreneurs were found to have better financial 
management knowledge as compared to older and 
experienced ones. Additionally, there exists a strong 
association between utilisation costs and financial 
management.Guidance was found to be the preferred 
result for the Mauritian entrepreneurs in acquiring 
better financial knowledge so as to make better use of 
it. Hence, to remove this additional task on banks, it 
would be more likely for the government to provide a 
centre for SMEs so that entrepreneurs could go to 
have the appropriate information required, to provide 
support to SMEs in terms of business support 
planning to, understanding and preparing financial 
statements, financial management training, business 
education, skills transfer and market planning.The 
objective of these events would be to assist SMEs to 
have a better understanding of the availability of 
financial services through financial access support 
given by banks or other related financial institutions. 
Following the recent budgetary measures of 2016-17, 
the following were adopted and implemented to ease 
financial management of SMEs: suspension of trade 
license fees, 8- year tax holidays for new SMEs, 
creation of SME financing scheme with low interest 
rates at 6% and SME Venture Capital Fund sustaining 
a capital of MUR 500 million. The recently set-up of 
“My Biz” which “is an initiative of the Small and 
Medium Enterprises Development Authority 
(SMEDA) and aspires to be an innovative solution to 
the administrative hassle of new and existing 
entrepreneurs, by grouping under one roof, support 
services and facilities required for SMEs to start and 
grow their businesses.” The continuous innovation 
and development of the institutions surrounding the 
SMEs shall pave a new path of molding a new 
architecture of SMEs. 
 
LIMITATIONS OF STUDY 
 
The population of SMEs which is available from the 
Mauritius SME Portal was not up to date. Many 
entrepreneurs were not willing to participate because 
of fear of revealing confidential matters.  It was a 
time-consuming task to call them individually and 

there was no assurance that the entrepreneurs 
themselves have filled in the questionnaire and some 
did not revert. Some entrepreneurs were still facing 
problems to understand questions as some are not 
even literate. 
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