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ABSTRACT

This study aimed at determining the impact of corporate governance practices on financial
sustainability of micro finance institutions in Uganda with the study objectives; To assess the
effect of board transparency on financial sustainability of pride microfinance in Uganda, to
examine the impact of Board accountability on financial sustainability of pride microfinance in
Uganda. To find out the influence of board composition on financial sustainability of pride
microfinance in Uganda the study was anchored on the agency theory that was postulated by
Alchain and Demsetz in 1972 and was further developed by (Jensen & Meckling, 1976). In
addition to that, the study applied a cross sectional research design and quantitative approach.
The study had a target population of 35 employees across all the branches of pride micro finance
and collected data from a sample size of 32 respondents as guided by Krejcie and Morgan
(1970). Data was collected using close ended questionnaires. Furthermore, data analysis was
done using statistical package for social sciences (SPSS) version 20 from which frequency
tables, descriptive statistics, reliability, validity, correlation and regression results were obtained.
The study findings showed that board transparency (Adj R? = 0.681, p< 0.01), board composition
(Adj R? = 0.741, p< 0.01) and board accountability (Adj R? = 0.124, p< 0.01) have a positive and
significant effect on financial sustainability. Based on the findings of the study, the researcher
therefore concludes that board transparency, board composition and board accountability acts
tools for improving financial sustainability. The study also concludes that quarterly audit reports
should be routinely done to boost on the financial sustainability of pride micro finance. The
study therefore, recommends that micro finance institutions should transparency of board
members, composite the gender of members and practice routine audits in order to improve on

the financial sustainability of micro finance institutions in Uganda.
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CHAPTER ONE
INTRODUCTION

1.0  introduction
This chapter consists of the back ground of the study, statement of the problem, purpose of the
study, research objectives, research questions, and scope of the study, conceptual framework, the

significance of the study.

1.1 Back ground

According to Ahlin et al (2011), financial sustainability is referred to as the ability to achieve
financial objectives inform of owner’s value generation, continuity provision without external
support. Consultative Group to Assist the Poor (CGAP, 2006) defines Microfinance as the
provision of basic financial services to impoverished clients who otherwise lack access to
financial institutions. The main activity of microfinance is microcredit, which refers to the
extension of very small, uncollateralized loans; usually of less than $100 (Micro Banking
Bulletin, 2006). Microfinance institutions are institutions that offer microfinance services to the
poor. Corporate governance on the other hand is concerned with maintaining a balance between
economic and social goals, and between individual and collective aims, while encouraging
efficient use of resources and higher levels of accountability (Kansiime, 2009). Majorly MFIs,
have two fundamental goals, i.e. to contribute to development which involves reaching more
clients and poorer population strata, and secondly to achieve financial sustainability, preferably
independence from donors.

However, many microfinance institutions worldwide have been finding difficulties in providing
solutions to the problem of poor financial sustainability right from the era of grameen bank
founded in Bangladesh in late 1980s to the present period of massive production and
consumption.

In a global lens, research conducted by IFRS foundation monitoring board shows that interests in
micro financing are wide spread and long standing, for instance today MFIs services are required
for use by more than 200 jurisdictions and about 65% of the world’s jurisdictions have either

adopted or converged (IFRS annual report, 2021). The rapid expansion and uncontrolled growth
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