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ABSTRACT 

Marketing strategy has been an operational focus and a method for achieving an all-inclusive 

business success. The aim of this scholarly work was to determine the influence of marketing 

strategies on the financial performance of SMEs in Pallisa County. Specifically, the objectives 

selected to achieve the aim of the study were to examine the effect of customer orientation 

strategy on financial performance of SMEs evaluate the effect of digital marketing on financial 

performance of SMEs, assess the effect of diversification strategies on financial performance 

of SMEs. A cross sectional and quantitative approach were adopted in the study. Sample size 

of 44 was drawn from a population of 50 which comprised of the registered SMEs in Pallisa 

County. Regression analysis was used and results presented in tables and figures. The findings 

obtained revealed a positive significant effect of marketing strategy on financial performance 

of SMEs. There was a positive relationship between the study variables; customer orientation 

strategy, digital marketing, diversification strategies and financial performance, implying that 

the application of marketing strategies positively influenced SME performance in Pallisa. The 

research concluded that the performance of SMEs in Pallisa was positively influenced by 

marketing strategies. Recommendations were made which stated that SMEs should ensure that 

customer feedback is received and apprehended, embrace digital marketing by having social 

media marketing, mobile marketing and content marketing and should embrace diversification 

strategies that are suitable for their business.



1 
 

CHAPTER ONE 

INTRODUCTION 

1.0 Introduction  

This chapter introduces the study by outlining its background, the problem it seeks to address, 

and the overall purpose. It also presents the specific objectives, the scope within which the 

research was conducted, and its significance. Additionally, it includes the conceptual 

framework guiding the inquiry and clarifies key terms used throughout the study. 

1.1 Background of the Study 

Small and medium enterprises (SMEs) play a vital role in driving economic growth and 

development around the world. By their very nature, SMEs play a key role in the economies 

of both developed and developing countries in terms of turnover, level of employment and 

serve as a mechanism to fight against poverty (Manzoor et al, 2021).  SMEs constitute the most 

viable and veritable vehicle for self-sustaining industrial development (Oyebamiji, 2023). 

However, SMEs are struggling to survive under intense competitive environments both 

domestic and international, they also haven’t performed creditably well and hence have not 

played the expected vital and vibrant role in the economic growth and development of the 

countries (OECD, 2021).  

Globally, in Europe by 2021, the number of SME bankruptcy declarations rose across the EU-

27 and several individual Member States. Out of 21 countries, eight saw insolvency rates climb 

between 8% and 95%, while eleven experienced a decline with seven of those recording 

double-digit drops. This upward trend at the EU level persisted into 2022, with bankruptcy 

declarations increasing by 7.1%. In total, 10 Member States experienced growth in 

bankruptcies, most of them notably so, as the growth is higher than 10% in all relevant cases  

(GROW and JRC 2023).  

In UK, as of 1 January 2023, there were 5.5 million private sector businesses. The business 

population fell between January 2023 and January 2024, a fall of 56,000 businesses due to 

financial constraints. Also, In 2022, a significant shift occurred in the business landscape, 

marking the first time since 2010 that the rate of business deaths (11.8%) surpassed the rate of 

business births (11.5%). That year, there were 337,000 new business formations, a decrease of 

27,000 from the previous year, resulting in a business birth rate of 11.5%, down from 12.4% in 

2021. Conversely, the number of business closures rose to 345,000, an increase of 

approximately 18,000 compared to 2021, leading to a business death rate of 11.8%, up from 
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