P.O. Box 236, T Ugand
BUS[TEMA Gen *Q;SS - 453:;71;0883988'1 ?
Fax: +256 - 45 4436517
U N IVE RS l I Y E::all. info@adm busitema.ac.ug
Pursuing Excellence

www.busitema.ac.ug

FINANCIAL MANAGEMENT AND GROWTH OF SMALL AND MEDIUM
ENTERPRISES (SMEs) IN PALLISA DISTRICT.

BY
NAKIRIA DOREEN

BU/UP/2018/4180

A RESEARCH REPORT SUBMITTED TO THE FACULTY OF MANAGEMENT
SCIENCES, DEPARTMENT OF ECONOMICS AND MANAGEMENT IN PARTIAL
FULFILLMENT FOR THE REQUIREMENT OF AWARD OF A BACHELORS
DEGREE IN BUSINESS ADMINISTRATION OF
BUSITEMA UNIVERSITY.

MAY-2022



DECLARATION
| NAKIRIA DOREEN do declare that this is my personal original piece of work as a result of my
own effort after the approval of the research topic, ‘Financial Management on growth of SMES in
Pallisa District and has never been submitted to any institution, or University for the award of a

Bachelor in Business Administration Accounting and Finance option.

SIGNATURE: ......cccevvvniinenne

NAME: NAKIRIA DOREEN



APPROVAL
This is to certify that the research report done by NAKIRIA DOREEN on the topic;
‘FINANCIAL MANAGEMENT AND GROWTH OF SMES has been produced under my
supervision and it is now ready for submission to Busitema University, Faculty of Management
Sciences.

ACADEMIC SUPERVISOR

SIGNATURE...........

NAME: MADAM SWAFIYYA NAKYEYUNE



ACKNOWLEDGEMNT
| am greatly indebted to the Almighty God for the good health and wisdom he has always given

me throughout my academic life.

| wish to acknowledge the contribution of all the respondents who participated in the data
collection exercise as well as providing useful information concerning the topic under study.

Appreciation goes to my university supervisor Madam Swafiyya who has been helpful not only
on supervision but also advised and supported me in many ways while carrying out the research
exercise. | appreciate her interest and encouragement, expertise and tolerance when | was

sometimes a little preoccupied and during times when | lacked any idea concerning research.

| also extend my heartfelt appreciation to, the family of Mr. Ssubi Francis and Mrs. Ssubi Ellen
Eva, Aunty Marjorie Lunkuse my friends Kawala Ashanat, Hyenda Juma, and Nkeramihigo
Shantari, finally my beloved Father Ojangole Peter, Mother Amoding Mary Kevin for the financial

and physical support during the entire Academic life.



DEDICATION
| have a pleasure to dedicate this work to my Sponsors; aunty Marjorie Lunkuse, miss. Ssubi Ellen
Eva, Mr. Ssubi Francis, my father Ojangole Peter, for their financial and physical support towards
the completion of this report. | also dedicate the report to my Academic supervisor, madam

Nakyeyune Swaffiya and my beloved Son Imran Wanjala

If it was not for the support and guidance of those people, this research would not have been

completed. | pray that God Almighty may bless them abundantly.



LIST OF ACRONYMS

SMES....coiiiiiiiiiiciie Small and medium Enterprises
FM. Financial Management
AlS. ., Accounting Information System
FR o Financial Reporting
WCM...oooiii Working Capital Management
QFR....o Quality of financial Reporting
IFRS. ..o International Financial Reporting Standards
ROS....o Returns on Sales
IM. o Inventory Management
DM ..o Debt Management
IV Independent variable
DV . Dependent variables



Table of Contents

DECLARATION ...ttt ettt sttt ettt b e st e bt e e ae e e e be e e ab e e ebe e enb e e nbeeembe e beeannee e I
APPROWVAL .ttt b e h ettt Rb e bR e e bt e Re e b e e be e et e nne e I
ACKNOWLEDGEMNT ...ttt bttt e e be e sne e nbn e beeanee s i
DEDICATION ..ttt b ettt b e st e e s b e e e bt eebe e e st e e ebe e e nbeesbeeanbeenneean iv
LIST OF ACRONYIMS ..ottt ettt ettt b et e e s b et e e abe e et e e nrn e v
A B ST R A CT ettt et b e Rt ke e eRE e b e e Ee e bt e e Re e be e be e e b e nne e X
CHAPTER ONE: ...ttt ettt et e et e nme e st e et e e e nn e e nneeanneenneas 1
INTRODUGTION ..ttt ettt e e s s e b e e e e e neennnas 1
1.0 INEFOUUCTION ...ttt kbbbt b ettt e ettt n e b 1
1.1 Background OF STUAY .........cciiiiiiiie ettt e ste et st e e nneenns 1
1.2 Statement of the ProDIEM...........ciiiiii e 4
1.3 PUIPOSE OF the STUY ......oiueeiicic ettt et e sneens 4
1.4 RESEAICH ODJECTIVES. ...ttt 5
1.5 RESEAICH QUESTIONS. ...ttt bbb bbbt nb bbb b nne s 5
1.6.0 SCOPE OF thE STUAY ... bbbt sne e 5
1.6.1 CONEENT SCOPE ...ttt ettt b bbb bbbt et b b e ns 5
1.6.2 GeographiCal SCOPE ......cviieiiieiee bbbt 5
1.6.3 THIME SCOPE ...ttt bbbt h et e bbbt b bbbt e b e b e bbb nbe et 6
1.7 SignificanCe OF the STUY .......cc.oiiiiiiiie bbb 6
1.8 ConCeptual FramMEBWOTK ..........ioiuieiie ettt sttt e et e e be e sraeabaesneeareeas 7
1.9 Definition OF KEY TEIMS .....oeiiiiiiiie ettt e e be e s aaeeree s 8
RETUIMN DN S8 ...t b et n e b e 8
QUATIEY e — et e ettt e e e b e et e e et e e naae e baeanen 8
CHAPTER TWO . ..ottt bttt b et e bt e bt e bt e eae e e be e s be e e b e e nne e e 10

Vi



LITERATURE REVIEW .....ooiii s 10

2.0 INEFOAUCTION. ...t b bbbt bbb n e 10
2.1 TNEOTELICAI FTEVIEW ..ottt 10
2.2 Accounting information and the growth of SMES. .........c.ccceiiiie i 11
2.3 Financial reporting and groWth...........ccooeiiiiiieee e 12
2.4 Working capital and growWth ..o 13
2.5 Summary of the literature reVIEWEM. ...........ooi i 14
CHAPTER THREE: ...ttt ettt e b et nne e 15
RESEARCH METHODOLOGY ....ooiiiiiiiiiiiesie ittt sttt s nneas 15
3.0 INEFOUUCTION: ...t b e bbbttt ettt ettt 15
3.1 RESEAICH DBSIGN ...oevviiieiie ettt st s et e e e s b e e teere e s be e beareenreenteeneenneere s 15
3.2 STUAY POPUIALION........eiiiieiecc ettt te e e s te e be s e e sreesteeneesneeeeas 15
IR ST 10010 (I 4= USSR 15
Table 3.1 ShOWING @ SAMPIE SIZE.......cviiieece e 15
3.4 SamPling MELNOM ........c.ooiiiii et e e re e te e e sreeee s 16
S5 TYPE OF ALA ... et re e nreere s 16
3.5 L PHIMANY ALA.....ccuiiieieicii et e et a et e s e e be et e e e e sreesteeneeereere s 16
3.5.2 SECONTAIY GALA.......eeeeeeteiteite ettt bbbttt b et bbb be s 16
3.6 Data ColleCtion MELNOAS. ........cuiiiiiiiiee e 16
3.7 Data ANAIYSIS PIAN ...t 16
3.8 Data Analysis Techniques and Methods............c.coouiiiiiiiei s 17
3.9 Reliability and Validity .........ccooiiiiiiiiieie e 17
3.11 Ethical CONSIARIALIONS ......cuiiviiieeiieiieie ettt bbbttt 17
CHAPTER FOUR: ..ottt sttt at et e bt et e e sbe e e be e e neeeteenneeanes 18

vii



DATA ANALYSIS, PRESENTATION, AND INTERPRETATION OF FINDINGS ............... 18

4.0 INEFOTUCTION ...ttt bbbttt b bt nn e 18
4.1 RESPONSE RALE....ccuviiiiiieiitiie ettt ettt ettt e e st e e sa bt e e sa b e e ss b e e e sbbe e e nnb e e e nnbeeennbeeennbeeans 18
4.2 DemographicC INFOrMALION. .........cccuoiiiiece et nas 18
4.2.1 Gender Of RESPONUENTS ........ocuiiiiiiiieiiei ettt 18
TADIE 4.1 GENAET ...ttt bbbttt b et b e ene s 18
4.2.2 AQE OF FESPONUEBNTS ...ttt bbbttt e bbb eneas 19
LI L0 L S o [ OSBRSS 19
4.2.3 Length Of OPEIAtiON........cccviiiiiicie ettt et ente e e eneennas 19
Table 4.3 Length Of OPEratioN..........cccvciiiiiiiiiie e 19
4.2.4 FOIM OF DUSINESS ...ttt bttt bbb n b 20
Table 4.4 FOrm OF the DUSINESS .........ooviiiiiecie e 20
4.2.3 EAUCALION TEVEI ..o 20
Table 4.5 EAUCALION TEVEL .........oiiiiiice e 20
4.3 Descriptive Statistics Accounting information system and growth............cccccecveneiiiiinnnnns 21
Table 4.6 Descriptive Statistics Accounting information system and growth..............ccccocevvnne 21
4.4 Descriptive Statistics of financial reporting and growth ... 21
Table4.7 Descriptive Statistics of financial reporting and growth ............ccccooeiiiinniciinnns 22
4.5 Descriptive Statistics Working capital management and Growth ...........cccccoeveveiiieninnnnnns 23
Table 4.8 DeSCIIPLIVE STALISTICS .......oiuviiiiiiieieieie et 23
4.5.1 Spearman’s Correlation ANALYSIS ......c.covieiiiiiriiiiiie e 24
4.5.2 ReQreSSION ANAIYSIS......cciiiiiiieiie ittt ettt e e sae e et e e s teeeteesneeanbeesneeereeas 24
Table 5.02 Regression Analysis of Accounting information SyStem...........ccccccevvivevie e iieeinnns 25
Table 5.1 regression analysis of financial repPOrting ...........cccceivieiiiiiieie e 25

viii



Table5.2 Regression Analysis of working capital ...........ccccooeveeiiiic i 26

CHAPTER FIVE. .ottt b et e s e e ne e s e e n e nnr e 27
DISCUSSION OF FINDINGS, CONCLUSION AND RECOMMENDATIONS...........cceenee. 27
5.0 INEFOAUCTION ...ttt bbbttt n e 27
5.1 DiSCUSSION OF FINAINGS .....cviiiiiiiiiiiei e 27
5.1.1 Accounting information system and growWth............ccceoeieiiiinieneseeeee e 27
5.1.2 Financial Reporting and GrOWLEN.............ocoiiiiiiiiiieeee e 27
5.1.3 Working capital management and Growth ...........cccooeieiiiiiiiiiseeeee e 28
5.3 CONCIUSION ... bbb bbbttt ettt ettt 29
Mode of accounting, procedure and regulations and accounting SYStems..........cccceeveververeeennnn 29
5.4 RECOMMENUALIONS. ... ..tttk bbbttt ettt e n e 29
5.5 LIMITALIONS ...ttt b bbb bbb n b 29
5.6 Recommendations for fUrther StUAIES ..........ccoeiveiiiiice e 30
REFERENGCES ...ttt b et e bt et e e e e e nne e nneenneas 31
APPENDICES ...ttt b ettt h et e e e e e et e ne e 32
Appendix |: Letter of INtrodUCHION...........ccooiiiie e 32
AppendiX T QUESLIONNEITE ......cviivieiie ettt ettt et e sre e sbe e e sreesteeneesneennas 32
APPENTIX T WOTK PN L.ttt 37
Appendix [V: RESEAICH BULGEL ........c.eiiiiiiiiieiete e 38



ABSTRACT
This study examined on the effect of financial management on growth of SMEs in Pallisa District.

The study applied a cross sectional research design and descriptive approach. Data were collected
from 45 as a target population with accessible unit of inquiry being 40 respondents. Data were
collected with the aid of a closed ended questionnaire and statistical package for social sciences
was used for analyzing data from which frequency tables, descriptive statistics, reliability, validity,
correlation and regression results were obtained. The study findings revealed that there is a positive
and significant effect between accounting information system and growth of SMEs, financial
reporting and growth, and working capital management on growth of SMEs. The study therefore
recommends that to improve on growth of SMEs, there is need of a proper working capital
management, and adopting a proper accounting information system, with a proper reporting
system.



CHAPTER ONE:
INTRODUCTION

1.0 Introduction
This chapter presents the introduction, background of the study, problem statement, purpose of the
study, objectives, research questions, scope of the study, conceptual framework, significance of

the study, and definitions of key terms.

1.1 Background of study

Small and Medium enterprises (SMEs) make important contributions to economic and social
development of the country. The small business sector is often looked upon as an economic
seedbed where entrepreneurship is fostered and new ideas are tried out (Anderson, 1997). Given
the great potential of SMEs to bring about social and economic development, it is of no surprise
that the growth of the SMEs heavily depends on the business owner or manager (Menasha, 2020).
Growth of small and medium enterprises has been commonly affected due to numbers of factors.
For example; globally, according to Fairlie (2020) in California, the study revealed interesting
findings in that SMEs in some parts of the country experienced the largest losses, eliminating 41%
of business owners. Latinx also experienced major losses with 32%t of business owners
disappearing between February and April 2020. Immigrant business owners suffered a large drop
of 36%, and female business owners suffered a disproportionate drop of 25%.due to low sales and

low customer satisfaction in those firms hence a low growth of SMEs in California.

According to Alexander at el (2020) in Colombia. His results also indicated a poor growth in SMEs
in that the low quality of products and poor customer care had already caused massive dislocation
among small businesses, 43% of businesses had temporarily closed, and nearly all of these closures
were poor customer satisfaction, also other businesses reported having reduced their active
customer relations by 39% since January due to low quality product. The decline was particularly
sharp in the Mid-Atlantic region where 54% of firms were closed and employment was down by
47% hence a low growth of SMEs in Colombia.
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