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Abstract: 

This research highlights the often-overlooked value of systematic financial record-keeping in the growth and long-term viability of small and medium-sized 

enterprises (SMEs). While it may seem like a routine back-office task, maintaining accurate financial records has a significant impact on day-to-day decision-

making, tax compliance, future planning, and the ability to secure financial support. Drawing on both survey data and direct conversations with SME owners, this 

paper demonstrates that businesses with organized financial systems make more informed choices, use resources more efficiently, and adhere more easily to legal 

requirements. The study concludes with practical suggestions aimed at improving financial literacy and promoting the use of digital tools among SME operators. 
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Introduction 

Small and medium enterprises serve as a backbone for many economies by creating jobs, driving innovation, and supporting regional development. 

However, despite their critical role, many of these businesses shut down prematurely due to internal weaknesses—chief among them being inconsistent 

or poor financial record-keeping. 

 

Keeping track of a business’s financial transactions—like sales, purchases, operational costs, and investments—is known as financial record-keeping. 

Without this essential data, entrepreneurs struggle to monitor cash flow, understand profitability, or fulfill tax obligations. In an era where digital 

innovation and regulatory compliance are becoming increasingly important, maintaining clear and accurate financial records is not just recommended—

it’s vital for survival. 

 

This study seeks to understand how SMEs currently approach financial documentation and how this affects their overall business performance. 

Study Objectives 

• To analyze current financial record-keeping habits among SMEs. 

• To assess how well-maintained records influence decision-making and growth. 

• To identify major obstacles SMEs face in adopting proper accounting practices. 

• To suggest tools and strategies that can help SMEs improve in this area. 

Research Methodology 

The study used a descriptive format to explore financial documentation practices. Surveys were distributed to 50 SME owners and accounting staff 

from both urban and semi-urban locations. To deepen our understanding, select participants were also interviewed. 

 

Secondary information came from trusted sources, including official government portals, academic journals, and financial reports. Quantitative data 

was processed using basic statistical tools like percentages and correlation metrics. 

http://www.ijrpr.com/
mailto:sharshit2166@gmail.com


International Journal of Research Publication and Reviews, Vol (6), Issue (5), May (2025), Page – 17615-17616                  17616 

 

 

Findings and Discussion 

Survey responses revealed that a significant 68% of SMEs still rely on traditional methods—like handwritten logs and Excel sheets—to manage 

finances. Only 32% have switched to digital platforms like Tally or Zoho Books. The most common barriers to adopting such software included high 

costs, lack of awareness, and apprehension about dealing with tax authorities. 

 

Those using digital systems reported smoother financial operations, such as reduced administrative costs and improved budget planning. Many also 

expressed increased confidence in applying for loans and staying tax-compliant. 

 

A major concern identified was the lack of basic financial knowledge among SME owners. Some participants couldn’t tell the difference between a 

balance sheet and an income statement, despite being responsible for their businesses’ financial decisions. This knowledge gap shows that financial 

education is just as necessary as access to digital tools. 

 

In businesses where all transactions were routinely recorded and financial reviews were conducted, owners experienced fewer instances of cash 

shortages, invoicing errors, and vendor disputes. 

Conclusion and Recommendations 

In today’s competitive and regulation-heavy business world, SMEs can no longer afford to neglect their financial systems. The findings make it clear: 

consistent and accurate record-keeping enhances business judgment, opens up funding opportunities, and helps ensure long-term survival. 

 

To foster better financial habits, this study recommends: 

• Government and industry bodies should offer affordable or free training programs covering basic accounting and GST filing. 

• Local business associations should encourage the use of budget-friendly digital accounting tools, especially those available in regional languages. 

• Distributing easy-to-use templates can help micro-entrepreneurs maintain their accounts. 

• Linking incentives like loan approvals or tax benefits to the quality of record-keeping may motivate better practices. 
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