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[bookmark: _Toc145583504]ABSTRACT
The study found out the tax administration and growth of SMEs. The three research objectives that guided the study included; examining the relationship between tax policies and growth of SMEs, identifying the relationship between tax incentives and growth of SMEs and examining the relationship between tax administration and growth of SMEs. The study employed a cross sectional research design that was descriptive in nature, used to describe characteristics of the population and other phenomenon studied. The researcher also used quantitative data that was analysed using the Statistical Package for the Social Sciences (SPSS) computer program to come up with the findings that the relationship between tax administration and growth of SMEs included; Tax administration is one of the factors to improve a business’s public image, Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date, Tax administration facilitates business functions and progress, Overlooking and delaying tax payments causes financial damage to SMEs, Tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity. The study concluded that, the relationship between tax incentives and SMEs’ Growth included; Tax incentives contribute to predicting GDP growth, Tax incentives are significant strategic drive for business and industrial growth, Tax exemptions decrease tax burden of SMEs more than that of tax rates which positions them to reinvest their capital for their efficient functioning, Tax incentives lower tax amount payable hence supporting the growth SMEs, Firms with incentives perform better than firms without incentives in terms of gross sales and value added, Tax incentives are predictors of sustainable SME growth. The study recommended that, the tax administration in Uganda should be granted total autonomy. This will make the internal revenue board to recruit the best professionals to manage the professional posts in the country. In this regard, it will be possible for the authorities to attract the best brains and pay them handsomely. It is my feeling that tax officials being at the vanguard of generating revenue and increasing the wealth of the nation should be given full autonomy in tax administration.


[bookmark: _Toc145583505]CHAPTER ONE
[bookmark: _Toc145583506]1.0 Introduction 
This chapter looks at the background of the study, problem statement, purpose of the study, objectives of the study i.e. the main objective and the specific objectives, research questions, scope of the study which includes the time scope, system scope and geographical scope, and the significance of the study.
[bookmark: _Toc145583507]1.1 Background of the study 
Most businesses in all over the world are by size, small and medium size enterprises (SMEs). These SMEs cover a spectrum of economic sectors and are found in both developed and developing countries (Peci,et al., 2012). Globally, SMEs produce round 70% of jobs and account for 35% of GDP in developing countries while 55% of GDP in developed countries (Rahman, 2019).The growth of SMEs has attracted attention from both researchers and governments in developing countries because of SME’s potential to address unemployment, stimulate innovation and contribute to local development to promote economic growth (Xu et al, 2019). More so, SMEs provide inputs to large-sized enterprises (cant and wild 2016) and contribute to governments’ revenue through taxation.  

In developed countries like USA, Canada and China, tax administrations play a key role in supporting SME compliance and in reducing the burdens they are confronted with. While tax administrations is not able to address fully all of the different drivers of burdens faced by SMEs, they somehow help to mitigate many of them, especially tax compliance costs which can be significant for SMEs, particularly when compared to large businesses.

Tax is a necessary evil. Unfavourable taxes end up increasing cost of running businesses, slows their growth and increases the cost of production (Xu et al., 2019). Some African countries have tax systems that are structured purely towards revenue generation (Kinyua, 2013). Such is the perception of SMEs in Ghana (Ameyaw, 2016). Tax policies in Some African countries discriminate against SMEs, but rather support larger firms that have higher tax revenue payback returns than SMEs with lower tax revenue payback returns (Bird & Wallace, 2003). Businesses, indeed, complain of paying double taxes along the value chain (Ali-Nakyea, 2008), hence the significant negative inverse relationship between taxes and business survival and sustainability (Ojeka, 2012). In Nigeria, 80% of SMEs wind up before their 5th anniversary because of unfavorable tax system (Ojeke, 2012). An overly complex regulatory system and tax regime, or one opaque in its administration and enforcement, makes tax compliance unduly burdensome, with frequent distortionary effect on the development of SMEs as they are tempted to transform into forms that offer a lower tax burden or no tax burden at all (Masato, 2009). Tax compliance among SMEs is generally low (Simanjuntak, 2016). Huge taxes imposed on companies affect their profitability ratio, dividend policies, growth and survival (Huston, 2016). 

According to Pfister (2009), Ugandan government is challenged as to how to find optimal balance between tax regime that is business and investment friendly and leverage enough revenue for public service delivery. Tax is any compulsory transfer of money from citizens of a country to the government as a source of revenue (Asante, 2016). Multiple taxes that come in different forms are imposed on businesses in Uganda (URA, 2014). Most of these taxes are charged on supply of goods and services that is a taxable supply and is made by a taxable person in the course of its taxable activity. A taxable activity means an activity, whether or not for a pecuniary profit, carried on by a person in Uganda or partly in Uganda that involves the supply of goods or services to another person for consideration (URA Report, 2019). 

[bookmark: _Toc145583508]1.2 Problem statement 
It is believed that tax rates that are charged on SMEs are not accurate since its base on assumptions without assessing the actual turnover of the enterprise, yet at times these enterprises may be making losses. It is alleged that high tax rates affect the level of consumption and increase the unit cost. Profit maximization is the major goal of every retail enterprise, Armendariz (2015). However, this seems not to be a reality as most of them cannot achieve this goal. Income tax administration plays a pertinent role regarding revenue collection as well as profitability of any business entity. In an effort for the government of Uganda to increase its tax base, the tax burden for many firms increases. However, the tax administration system is poor as at times, the tax liability computation is based on estimates, records of many small business firms are incomplete, and some miss out completely leading to tax over charge, Bhattacharya (2011). In return, this directly affects the growth of the enterprise and may threaten its survival because taxes are paid out of profits. Therefore, failure to have an effective tax administration system adversely affects the growth of SMEs.

[bookmark: _Toc145583509]1.3 General objective of the study
The main purpose of the study was to find out tax administration and growth of SMEs.

[bookmark: _Toc145583510]1.4 Specific objectives of the study 
i. To examine the relationship between tax policies and growth of SMEs
ii. To identify the relationship between tax incentives and growth of SMEs 
iii. To examine the relationship between tax administration and growth of SMEs
[bookmark: _Toc145583511]1.5 Research questions 
i. What is the relationship between tax policies and growth of SMEs?
ii. What is the relationship between tax incentives and growth of SMEs? 
iii. What is the relationship between tax administration and growth of SMEs?
[bookmark: _Toc145583512]1.6 Scope of the Study
[bookmark: _Toc387911758][bookmark: _Toc145583513]1.6.1 Content Scope
[bookmark: _Toc387911759]The study was to find out tax administration and growth of SMEs. The study then refocused on examining the relationship between tax policies and growth of SMEs, identifying the relationship between tax incentives and growth of SMEs and examining the relationship between tax administration and growth of SMEs
[bookmark: _Toc145583514]1.6.2 Time Scope
This study considered a period of 5 years that is from 2017-2022 and this period was used because of the availability of good quality and reliable data.
[bookmark: _Toc387911760][bookmark: _Toc145583515]1.6.3 Geographical Scope
Geographically, the study was limited to the premises of Mukono municipality. Mukono municipality is located 27 kilometers along Kampala – Jinja Highway East of Kampala – Uganda’s capital. kalagi to the north, kira town to the west, Lake Victoria to the south and lugazi to the east boarders Mukono municipality. 







[bookmark: _Toc520725672][bookmark: _Toc145583516]1.7 Conceptual frame work Growth of SMEs
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[bookmark: _Toc520725673]	
Tax assessment



Adopted from Kwandwo (2020)

The conceptual framework focuses on the independent variable of tax administration particularly looking at tax education, tax registration, and tax assessment as factors that contribute to the growth and development of SMEs. The dependent variable is growth of SMEs and the factors assessed to determine this are increase in sales, capital and market share. Tax administration through compliance with tax regulations such as record keeping, reporting and filing requirements is substantial for SMEs as high compliance costs can divert resources away from core business activities and potentially limit sales growth.
Tax incentives affect SME growth through reduction on the overall tax burden hence leaving more capital to be reinvested in the business.
Effective tax administration affects SMEs ability to expand and gain market share as it contributes to a stable and predictable business environment. SMEs operating in such environments are better positioned to compete effectively, gain customer trust and capture market share.

[bookmark: _Toc145583518]1.8 Significance of the study 
The study findings aimed at benefitting major stakeholders in the taxation and SMEs growth field, namely financiers, non-government organizations, institutions of higher learning (tertiary colleges and universities) and the government in pursuing capacity enhancement policies for all categories of enterprise operators. These are also for those involved in supervision and monitoring of training agencies. 
[bookmark: _Toc145583520][bookmark: _Toc469571035][bookmark: _Toc520725676]CHAPTER TWO: 
LITERATURE REVIEW

[bookmark: _Toc469571036][bookmark: _Toc520725677][bookmark: _Toc145583521]2.0 Introduction:
This chapter dealt with review of the related literature on the study of the variables specifically on finding out tax administration and growth of SMEs. The study then refocused on examining the relationship between tax policies and growth of SMEs, identifying the relationship between tax incentives and growth of SMEs and examining the relationship between tax administration and growth of SMEs.

[bookmark: _Toc145583519]2.1 Definition of key terms 
Small enterprises, refers to firms that employ fewer than 50 people and whose annual turnover or total annual balance sheet does not exceed £10 million.
Tax. This refers to the compulsory contribution to state revenue levied by the government on workers’ income and business profits or added to the cost of some goods, services and transactions. 
Medium enterprises, these are enterprises employing more than 50 people whose annual turnover or total annual balance sheet exceeds £10 million
Tax administration. This means the administration, management, conduct, direction and supervision of the execution and application of the tax laws of this state and the development of formulation of tax policy relating to existing or proposed tax laws in the state and such include; assessment, collection, enforcement, litigation, publication, and statistical gathering functions under such laws. 










2.2 The relationship between Tax Policies and the Growth of SMEs 
Tax policies can be designed in such a way that they do not only directly affect SMEs but also indirectly push for their growth for example the practice in China where tax policy has been designed to encourage SME financing by granting exemptions from business tax for financial corporations that provide guarantee for loans to SMEs and granting tax deductions to market entities and venture capitalists that invest in high-tech SMEs the tune of 70% of the investment value. Another way is by designing tax policies that encourage human capital training, (Yaobin, 2007).

 Special tax regimes for SMEs may be appropriate policy instruments for minimizing the cost of collection. It is important to note that the awareness of the dangers of inadequate attention to the taxation of SMEs has grown. It can lead, for example, to distortions of competition as a result of uneven tax enforcement, with incentives created to limit growth and to avoid tax through artificial splitting of enterprises. Not least, voluntary compliance by larger enterprises themselves, and by wage earners, may be undermined by the (correct) perception that their smaller counterparts, or better-off neighbours, are getting away with poorer compliance. (International Tax Dialogue, 2007) Hence government intervention will help maintain balance while helping countries exploit the social benefits from greater competition and entrepreneurship. The European Charter for Small Enterprises for instance, sets the objective that Tax systems should be adapted to reward success, encourage start-ups, favour small business expansion and job creation, and facilitate the creation and the succession in small enterprises. Member States should apply best practice to taxation and to personal performance incentives.

According to Tomlin (2008), economists argue that the resources smaller companies direct towards tax compliance are resources that could otherwise be used for reinvestment, facilitating future growth. Hence, there is a belief that taxes and a complex tax system put disproportionate pressure on smaller businesses. Small taxpayers under the regular system of taxation are discriminated against, since the compliance requirements, cost of compliance and tax rate are the same for both small and large enterprises. Reducing the compliance costs and tax rate increases the small enterprises profit margin. It also increases the Government’s tax revenue, since the simplified provisions for a micro enterprise historically reduce the size of the shadow economy and the number of non-complying registered taxpayers (Vasak, 2008). 

Furthermore, SMEs usually have to operate in an overbearing regulatory environment with the plethora of regulatory agencies, multiple taxes, cumbersome importation procedure and high port charges that constantly exert serious burden on their operations. Many SMEs have to deal with myriad of agencies at great cost. As stated earlier they are heterogeneous and these differences in size and structure may in turn carry differing obligations for record-keeping that affect the costs to the enterprises of complying with (and to the revenue authorities of administering) alternative possible tax obligations. Public corporations, for example, commonly have stronger accounting requirements than do sole proprietorships, and enterprises with employees may be subject to the full panoply of requirements associated with withholding labor income taxes and social contributions (International Tax Dialogue 2007).

In carrying out their responsibilities, tax administrations can also create problems for the business community when they impose burdensome reporting and record keeping requirements; conduct excessive inspections and audits; fail to deal with corrupt tax administration employees; and, fail to provide transparency in tax administration operations. This type of environment harms individual businesses and the overall economy. As a result, many in the business community react by taking steps which adversely affect the tax base. This typically includes underreporting profits and turnover; underreporting employee wages; and, by creating “phantom” employees. A significant number of businesses also fail to register or file tax declarations. This only increases the burden on those taxpayers who try to comply with the tax law, and discourages their future compliance. The result is a vicious cycle which tends to preserve the status quo. Only meaningful reforms to the tax system can break the cycle and result in an improved business climate which will stimulate economic growth. (Baurer, 2005).

An overly complex regulatory system and tax regime or one opaque in its administration and enforcement makes tax compliance unduly burdensome and often have a distortionary effect on the development of SMEs as they tended to morph into forms that offer a lower tax burden or no tax burden at all (Masato, 2009), producing a tax system that imposes high expenses on the society. A poorly executed tax system also leads to low efficiency, high collection charges, waste of time for taxpayers and the staff, and the low amounts of received taxes and the deviation of optimum allocation of resources (Farzbod, 2000). Existing empirical evidence clearly indicates that small and medium sized businesses are affected disproportionately by these costs: when scaled by sales or assets, the compliance costs of SMEs are higher than for large businesses (Weichenrieder, 2007) because of low efficiency, high collection charges, waste of time for taxpayers and the staff, and the low amounts of received taxes and the deviation of optimum allocation of resources (Yaobin, 2007).


 















 









2.3 The relationship between tax incentives and Growth of SMEs. 
State agents manage tax systems by exercising authorities conferred on them by the state to collect tax and remit returns and reliefs (Kiser & Karceski, 2017). A decrease in the rate of corporate tax increases the incentives for incorporation (Agbenyo, 2016) and thereby increases after-tax earnings. Tax incentives refers to an exemption or relief granted to an individual or a firm to reduce the effect of taxation and thus encourage savings and investment (Chukwumerije & Akinyomi, 2011).  Numerous incentives have been incorporated into the Ghanaian tax system over the years. Notable among such incentives, as claimed by tax authorities, include, but not limited to, tax rebates, reduced  tax  rates,  tax  holidays,  incomes  exempted,  capital  allowances,  fresh  graduate  incentives,  free-zone incentives, double tax treaties, capital gains exempted, import duty exemptions and exempted export duties (Ugwu, 2018; Bekoe). 

The creation of some special incentives is based on industry type, number of years of operating, nature of transactions, business size and origin of businesses and so forth (PwC Ghana, Ghana Tax Facts and Figures Report, 2019). Market failures negatively affect SMEs due to their sizes and ages in the business life cycle. Again, tax system disproportionally goes against SMEs. These hard-hit conditions inform collectively call for SME support in terms of preferential treatments (Bozdoğanoğlu, 2016).

Tax incentives are underlined by the benefit theory of tax that advances taxes that agents pay should reflect the benefit that they receive from the mix of good and services they enjoy from the state (Neill, 2000). The benefits theory of tax sets the standard lens through which local taxation is based (Weinzierl, 2020). It, therefore, posits taxes should be zero or low for entities and individuals who receive no benefits from the state and high for those entities and individuals that derive the most benefits. Infrastructural developments that are initiated by the government provides the greatest benefits to firms (Stewart, 2015). The agency theory of tax incentive posits that tax incentives compensate for other government-created obstacles in the business environment, thus using tax to respond to fiscal failure as much as market failure (Gasheja, 2019). Therefore, granting incentive packages in the tax system is to propel the growth of businesses in the country so as to support government’s agenda of economic growth, national development, job creation and improved general welfare of the citizenry.
Some empirical studies support this position, Theobald, (2018). 
Megersa (2019) found that tax incentives in China contribute to predicting GDP growth, has positive effect on research and development expenditure in Taiwan, and causes sizeable increase in employment, output, fixed capital and number of firms in India. Again, Adegbie and Rahman (2017) also discovered that tax incentives are significant strategic drive for business and industrial growth in Sub-Saharan States including Ghana. Besides, the more governments make revenue, the more they are better positioned to provide incentives to tax payers (Siyanbola, et al., 2017). Empirically, it is found that tax exemptions decrease tax burden of SMEs more than that of tax rates (Liakhoyets, 2014), which positions them to reinvest their capital for their efficient functioning. 

Government’s support such as tax reduction and simplification of tax system also stimulate SMEs’ growth (Louis & Macamo, 2011). Tax reduction, lower tax amount payable and tax exemption could support the growth SMEs (Bozdoğanoğlu, 2016). In a given empirical comparative study in Uganda, it was discovered that firms with incentives performed better than firms without incentives in terms of gross sales and value added (Mayende, 2013). Better still, streamlining tax incentives was a strong stimulus to improving firm performance (Mayende, 2013). Particularly, Twesige and Gasheja (2019), in their recent study, found that tax incentives are predictors of sustainable SME growth in Rwanda. 

The use of tax incentives are encouraged because they are fiscal measures that are used to attract local or foreign investment capital to certain economic activities or particular areas in a country (SADC Memorandum of Understanding on taxation, 2002). They are deliberate reductions in tax liability to compensate for deficiencies in the investment environment and entry of players into the sector, thus attracting investment and creating a prospective source of tax revenue, encourage savings and stimulate investment that leads to a better economy (Bolnick, 2004).







2.4 The relationship between tax administration and growth of SMEs
In many government policies, small and medium enterprises are usually viewed and treated in the same light as large corporations. However, their size and nature makes them unique. Therefore, in dealing with small and medium enterprises, these unique qualities need to be considered, Hassan, (2012). In levying of taxes for these enterprises in particular, issues that need to be considered are how these tax policies can be designed to bolster the growth of SMEs and the most effective ways to administer them. The importance of SMEs as a mechanism of economic growth and development is often ignored. They are perceived as minute establishments that have minimal effect on the state of the economy, Eko, (2014). However, if a thriving environment is created for these SMEs to grow through proper regulation, the SME sector has the highest propensity to transform developing economies.

Tax administration supports taxpayer information as it provides advice and assistance available to facilitate business access to information. This is relevant as it shows how complying with taxes can play a crucial role in bridging knowledge gaps and lowering compliance costs, particularly for SMEs and young firms, Jayeola, (2010). Our index captures this along a number of dimensions, including the availability of accurate, current and understandable information and support on which taxpayers can rely in order to meet their obligations and claim their entitlements (refunds, exemptions, rebates), the ease which this can be accessed, and the time taken for responding to taxpayer queries, Yua, (2020).

Further-more it is important for utilzation of tax relaxations. Even though taxes are due on every commercial setup, businesses can explore relaxations as well. Tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity. Thus they should exploit strategies to avail themselves of the tax relaxations, Nto, (2016). However, exploring and exploiting such relaxations is a process that needs a thorough understanding of everything around taxation and financial matters. As a business owner, one can contribute to taxation planning and management and assist in economic team through comprehensive and flexible training programs like TREP (Tax payer’s expansion program). This program updates one’s knowledge regarding emerging trade and taxation policies, Okauru, (2012). Given policy changes, who knows, the business may be eligible for tax relaxations like payment exemptions, interest waivers, rate reduction, and refund policies.


Tax administration also plays a key role in prevention of penalties. Since money is fundamental for businesses to operate, its management and planning are inevitable. Rightfully so, the availability of adequate resources decides the future of a company and its survival span, which is why companies should manage finances carefully, Ezejiofor, (2014). In that capacity, overlooking and delaying tax payments can cause financial damage to companies. Since tax evasion is a serious offense and leads to legal penalties against business, it can also limit various essential transactions of a business, Olajide, (2015). If an enterprise appears on the defaulters’ list, it will lose more than the principal tax amount, which is why managing taxes in digital is crucial for any business.

In addition, it is key in avoiding investment distrust. Even if one runs a mega business empire, there is no way to avoid seeking investment partnerships. It means companies need investments to function and flourish. However, these investment opportunities only surface if a business is at the forefront and has good credibility, Ahuru, (2014). Thus, tax administration is one of the factors to improve a business’s public image as well.

It also reserves time and energy as things can be even more challenging if a business encounters taxation fines. Business will have to face repeated audit rounds and unnecessary interrogation. The commotion may hamper and even halt business operations. Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date, Adeyemi,. (2019). It means tax administration should be on business to-do list similar to other routine business transactions and operations. The practice will help oversee and examine financial inflow and outflow thoroughly. As a result, it will become more vigilant while making business dealings and transitions, Raji, (2015). It will also help to observe their aggregate impact on business growth. Hence, the earlier and more carefully a business manage taxes, their deductive impact on company’s resources will be lesser, helping it save resources for future use and development opportunities, Simon, (2011).

Tax administration facilitates business functions and growth. Companies face several ups and downs during their journey. Sometimes, it is challenging to ensure day-to-day operations, let alone prosper. For instance, the current COVID-19 crises and resultant burden on the commercial sector have created a chain of challenges for companies to keep moving, (Samuel, 2014). At times like today’s, attending to tax administration is even more vital to mark success. However, since companies have to pay taxes by the end of the financial term, they prioritize other routine and more pressing tasks. That strategy cannot help a business when it has to deal with uncertainty and an unpredictable burden, Soetan, (2017).

2.4 Conclusion
 This chapter is analysed using a cross section of literature dealing with tax administration and the growth of SMEs. However, most of the literature reviewed does not give details about how tax administration impacts growth of small and medium enterprises. Therefore there was need to carry out a primary research to close the gap between research variables as this was not made clear in literature reviewed.


[bookmark: _Toc145583522]



















[bookmark: _Toc520725705][bookmark: _Toc145583526][bookmark: _Toc520725706]CHAPTER THREE:
 RESEARCH METHODOLOGY
[bookmark: _Toc520725707][bookmark: _Toc145583527]3.1 Introduction
This chapter presents the research design, the study population, the sampling technique, the sample size, and the types of data used, and the data collection methods, data collection procedures used as well as data analysis.
[bookmark: _Toc520725708][bookmark: _Toc145583528]3.2 Research Design
The study used a cross-sectional research design so as to be able to find out tax administration and growth of SMEs. This study used quantitative method. Quantitative data was collected by use of questionnaires mainly close ended questions to capture numerical information about the study for the purpose of describing and explaining the phenomenon under investigation.  Quantitative data was presented in form of descriptive statistics using percentages and frequencies for each of the variables used and was again presented by using graphs, pie charts and tables with the help of Statistical Package for the Social Scientists (SPSS) computer program. The researcher thereafter evaluated and analysed the adequacy of information in answering the research questions through coding of data, identifying categories and parameters that emerged in the responses to the variables of the study.
[bookmark: _Toc520725709][bookmark: _Toc145583529]3.3 The Study Population 
The study population included all the registered SMEs in Mukono municipality Mukono district. According to Mukono municipal council records of 2022, there were 95 SMEs comprising of 23 medium enterprises and 72 small enterprises and this number was the source of the sample size respondents that helped the researcher to get the required information. The sample (respondents) was selected from the study population. This was done after getting the names and addresses of the staff members in the targeted study area.
[bookmark: _Toc238628989][bookmark: _Toc301883966][bookmark: _Toc311574241][bookmark: _Toc338277131][bookmark: _Toc345263192][bookmark: _Toc345264023][bookmark: _Toc351588284][bookmark: _Toc401571919][bookmark: _Toc401840310][bookmark: _Toc402867150][bookmark: _Toc520725710][bookmark: _Toc145583530][bookmark: _Toc118681341]3.4 Sample Size and Selection Technique 
[bookmark: _Toc345264024][bookmark: _Toc351588285][bookmark: _Toc398516071][bookmark: _Toc401572008][bookmark: _Toc401840311][bookmark: _Toc401840583]According to (Sekeran, 2003) a sample is a subset of a population. It comprises some selected members who are referred to as elements. Sampling is the process of selecting a sufficient number of elements from the population so that a study of the sample and an understanding of its characteristics would make it possible to generate such characteristics to the population elements. The study selected up to 77 respondents based on Toya Yamane 1967’ formulae as shown below, 



Where “N” is the population, “n” is the sample size and “e” is the level of significance




n =___95__
  1.2375
 
 
n=77
Therefore the sample size is 77

Table 1: Showing sample Size
	Category 
	Study population
	Sample size determination
	Total sample 
	Sampling technique 

	Medium enterprises
	23
	23/95*77
	19
	Purposive 

	Small enterprises
	72
	72/95*77
	58
	Random 

	Total 
	95
	
	77
	


Source: Primary data august 2023
The table above indicated the sampled respondents who totalled to 77 and were inclusive of small and medium enterprises.
As table 1 indicates, a sample of 77 SMEs were considered out of a 95 a SMEs in Mukono municipality, based on Toya Yamane’ formulae for the year 2022. In this study purposive sampling technique was used for those who were running medium enterprises.  Simple random sampling was used for the small enterprises. 




[bookmark: _Toc401571921][bookmark: _Toc401840312][bookmark: _Toc402867151][bookmark: _Toc520725711][bookmark: _Toc145583531]3.5 Sampling Techniques
A sampling technique is the name or other identification of the specific process by which the entities of the sample were selected. There broadly two sampling approaches thus probability and none probability sampling techniques. The probability sampling approach involved selecting a sample in such a way that all the elements in the population had some chances of being selected (Amin, 2005). This study used simple random sampling which was a sample obtained from the populations in such a way that samples of the same size had equal chances of selection (Amin, 2005).  As indicated above in table above, the study used simple random sampling for getting respondents with small enterprises. In using simple random sampling, the study used the lottery approach where names in each category were written on tag and one picked at a time until the required number was reached. To arrive at the sample size the study used proportionate sampling (77/95*the No in the population category).  


In the non-probability approach, the elements in the population did not have a well-defined chance of being selected (Amin, 2005). This study used purposive sampling which involved the researcher using own judgment or common sense regarding the participants from whom the information was collected. Thus, the selection of the respondents was based on the researcher’s experience with the respondents’ possession of the required information. This study used purposive sampling for the respondents in medium enterprises. 
[bookmark: _Toc520725712][bookmark: _Toc145583532]3.6 Data Sources
The information in this research was majorly primary data however; secondary data from journals, internet books, Mukono municipality records provided explanation to the abstract primary data. The primary data was from the respondents themselves using questionnaires and interview guides.

[bookmark: _Toc401571922][bookmark: _Toc401840313][bookmark: _Toc402867152][bookmark: _Toc520725713][bookmark: _Toc145583533]3.7 Data Collection Methods
The study used a survey approach where only quantitative data was collected. There are several survey approaches, however for the purpose of this study the questionnaire approach was used. 


[bookmark: _Toc327803168][bookmark: _Toc336532564][bookmark: _Toc339418326][bookmark: _Toc342535640][bookmark: _Toc351588287][bookmark: _Toc398516074][bookmark: _Toc401571923][bookmark: _Toc401572011][bookmark: _Toc401840314][bookmark: _Toc402867153][bookmark: _Toc520725714][bookmark: _Toc145583534]3.7.1 Questionnaire Survey Method 
The questionnaire was issued to all the selected SMEs in Mukono municipality. The researcher administered the questionnaires to the sample respondents. The questionnaire consisted mostly of close ended questions. The questionnaire consisted of Likert questions measuring in a scale from 1-5 that is; strongly disagree 1, disagree 2, not sure 3, agree 4, and strongly agree 5.

[bookmark: _Toc520725715][bookmark: _Toc145583535]3.8. Data collection procedure
The researcher obtained a letter of introduction from the faculty of Business and administration Uganda Christian University Mukono, to conduct research in Mukono municipality Mukono district. A letter of permission to carry out the research was obtained from municipal council offices in order for the researcher to carry out the study.  The researcher then obtained documents such as SMEs list, previous records and the areas in which the selected respondents stay. The researcher distributed questionnaires herself with the help of a motor cyclist who knew the area and destinations of the selected respondents very well and 77 respondents received these questionnaires. A period of one week was given to the respondents to fill them and this was done to give time to respondents for probing and clarification of questions where they had not been understood clearly. Afterwards data collected was checked for errors and complied for analysis.

[bookmark: _Toc402867158][bookmark: _Toc401840319][bookmark: _Toc520725716][bookmark: _Toc145583536]3.9 Validity and Reliability 
[bookmark: _Toc402867159][bookmark: _Toc401840320][bookmark: _Toc401572017][bookmark: _Toc401571929][bookmark: _Toc398516080][bookmark: _Toc351588293][bookmark: _Toc342535646][bookmark: _Toc327803177][bookmark: _Toc520725717][bookmark: _Toc145583537][bookmark: _Toc336532570]3.9.1 Validity  
[bookmark: _Toc402867160][bookmark: _Toc401913293][bookmark: _Toc401840593][bookmark: _Toc401840321][bookmark: _Toc401572018][bookmark: _Toc401571930][bookmark: _Toc398516081][bookmark: _Toc351588294][bookmark: _Toc342535647][bookmark: _Toc339418333][bookmark: _Toc520725718]The validity of the instrument was tested using the Content Validity Index. This involved judges scoring the relevance of the questions in the instruments in relation to the study variables and a consensus judgment given on each variable taking only variables scoring above 0.70. The Content Validity Index (CVI) will be arrived at using the following formula. 


[bookmark: _Toc327803180][bookmark: _Toc520725721][bookmark: _Toc336532573]





[bookmark: _Toc145583538]3.9.2 Reliability  
[bookmark: _Toc339418336][bookmark: _Toc342535650]The study instruments were pretested for its reliability on a sample of 10 respondents from Mukono municipality to examine individual questions as well as the whole questionnaire very carefully (Amin, 2005). Reliability measures the consistence of the instrument in measuring what it is supposed to measure (Amin, 2005). In this study a Cronbach’s alpha coefficient was computed to show how reliable the data was using Statistical Package for Social Sciences (SPSS) taking only variables scoring  0.70 and above as suggested by Nunally (1978). 
[bookmark: _Toc520725722][bookmark: _Toc145583539]3.10 Data Processing and analysis
The data collected was edited, coded and later analysed using Statistical Package for the Social Sciences (SPSS) computer program. Quantitative data was presented in form of descriptive statistics using percentages and frequencies for each of the variables used. Quantitative data was then presented by inform of Univariate analysis. The data was examined to extract the themes and sub-themes in relation to the research objectives, and then used to describe and explain the phenomenon about the tax administration and growth of SMEs.
[bookmark: _Toc517953295][bookmark: _Toc145583540]3.11 Limitations of the study
 The researcher experienced a problem of limited finances with respect to this study. Costs regarding this limitation included transport, printing and photocopying of relevant materials. However, the researcher had to borrow some money from relatives, friends and use it sparingly so as to overcome the cost constraint.

The researcher experienced a time constraint in data collection, analysing of data and in final presentation of the report. However, the researcher overcame this problem by ensuring that the time element was put into consideration and that all appointments agreed upon with respondents was fully met.

The researcher was not able to probe deeper into the subject matter because some respondents hide some information because it was regarded as confidential. However, the researcher assured the respondents that any information given was to be treated with maximum confidentiality.
[bookmark: _Toc525379990][bookmark: _Toc145583541]CHAPTER FOUR
[bookmark: _Toc525379991][bookmark: _Toc145583542]PRESENTATION, ANALYSIS, INTERPRETATION AND DISCUSSION OF FINDINGS
[bookmark: _Toc525379992][bookmark: _Toc145583543]4.0 Introduction	
The study was undertaken on finding out tax administration and growth of SMEs in Mukono Municipality. Data was collected using questionnaires which were based on set objectives that included; examining the relationship between tax policies and growth of SMEs, identifying the relationship between tax incentives and growth of SMEs and examining the relationship between tax administration and growth of SMEs.
[bookmark: _Toc523402269]4.1 Response rate
A total of 77 questionnaires were issued to respondents and only 74 were returned as shown in table 2 in relation to different categories.
[bookmark: _Toc521757183][bookmark: _Toc521757486]Table 2: response rate
	Category 
	Questionnaires issued
	Questionnaires returned 

	Medium enterprises 
	19
	17

	Small enterprises 
	58
	57

	Total 
	77
	74


Source: Researcher’s primary data 2023
Table 2 above shows an overall response rate of 96% which was high and suggesting that the survey results were representative of the survey of the sample in the survey population. Amin (2005) contends that a response rate of 50% is representative enough and acceptable for a correlation survey.
[bookmark: _Toc520725726]4.1 Characteristics of the Respondents
[bookmark: _Toc401572034]This section presents the general background information about the respondents in relation to their gender, age group and education levels of people owning SMEs in Mukono Municipality. Frequencies and percentages were used to show the variations in the respondent’s characteristics. 





[bookmark: _Toc401841262]Table 3: Background Information about the Respondents
	Item
	Description
	Frequency
	Percentage (%)

	Gender
	Male
	41
	55.4

	
	Female
	33
	44.6

	
	Total
	74
	100.0

	Age
	20-25 years
	25
	33.8

	
	26-30 years
	8
	10.8

	
	31-35 years
	8
	10.8

	
	36-40 years
	22
	29.7

	
	Above 40 years 
	11
	14.9

	
	Total
	74
	100.0

	Level of education 
	No Education
	14
	17.6

	
	Certificate 
	14
	17.6

	
	Diploma 
	22
	29.7

	
	Bachelors 
	24
	32.4

	
	Total
	74
	100.0


Source: Primary data august 2023
Table 1 above shows that majority of 55.4% of the respondents were Male while 44.6% were female. This showed that there was gender imbalance in the study which was related to the women’s in ability to start up their own businesses. This however assisted the researcher to obtain distinct data from respondents of different sex which was unbiased.
Among the male and female respondents majority of 25(33.8%) of the respondents had 20-25 years, (29.7%) had 36-40 years, (14.9%) had above 40 years, (10.8%) both had 26-30 and 31-35 years respectively whereas the minority (1.4%) were below 20 years. This also helped the researcher to obtain varying views about the study under investigation since the study involved respondents with different age groups.  Table 3 above further shows that majority of 24(32.4%) of the respondents had attained bachelor’s degree, (29.7%) had attained a diploma whereas the minority, (18.9%) had attained both certificates and not at all respectively. This implied that majority of the respondents had obtained some kind of education which assured the researcher that the respondents could easily interpret the questionnaires and raise views relevant to the study under investigation.
[bookmark: _Toc525379998][bookmark: _Toc145583548]4.2 The impact of Tax Policy and the Growth of SMEs
The first objective of the study was to examine the relationship between tax policies and growth of SMEs. This aspect, was measured using 5 items scored on a five point Likert scale ranging from 5= Strongly Agreed, 4= Agree, 3= Not Sure, 2= Disagree, 1= Strongly Disagree and the findings are presented in the table below using mean and standard deviation.
Table 4: The impact of Tax Policy and the Growth of SMEs
	The impact of Tax Policy and the Growth of SMEs
	 (%) 
	Disagree (%)
	Mean
	SD

	
	SA
	A
	DA
	SDA
	
	

	Tax deductions are granted to market entities and venture capitalists that invest in high-tech SMEs that tune 70% of the investment value
	50
	41.9
	4.1
	1.4
	4.32
	
.923

	The government has put in place special tax regimes for SMEs to minimize the cost of collection
	32.4
	52.7
	1.4
	2.7
	4.12
	
.810

	Tax policies encourage the creation and the succession of small enterprises
	17.6
	45.7
	5.4
	1.4
	4.00
	
.964

	Tax systems are adaptable to reward success and encourage start-ups.
	25.7
	56.8
	1.4
	2.7
	4.03
	
.793

	Tax policies increase the governments’ tax revenue by reducing non-compliance among tax payers
	17.6
	24.3
	20.3
	6.8
	3.12
	1.354

	Tax administrations create problems for the business community when they impose burdensome reporting and record keeping requirements.
	31.1
	36.5
	9.5
	1.4
	4.00
	1.185

	A complex regulatory system makes tax compliance unduly burdensome and often have a distortionary effect on the development of SMEs
	18.9
	35.1
	13.5
	2.7
	3.43
	1.228



Source: Primary data September 2023
Findings from the table above shows that majority of the respondents indicated that Tax deductions are granted to market entities and venture capitalists that invest in high-tech SMEs that tune the investment value in Mukono Municipality (Mean = 4.32, SD = 0.923).  
Similarly, majority agreed that, the government has put in place special tax regimes for SMEs to minimize the cost of collection (mean = 4.12, SD = 0.810). 
[bookmark: _Toc401571947][bookmark: _Toc401840338][bookmark: _Toc402867174][bookmark: _Toc520725729]In the same way, the majority of respondents agreed that tax policies encourage the creation and the succession of small enterprises (mean = 4.00, SD = 0.964). While majority also agreed that Tax systems are adaptable to reward success and encourage start-ups in Mukono Municipality (mean = 4.02, SD =0.793), 41.9%
However the minority agreed that tax policies increase the governments’ tax revenue by reducing non-compliance among tax payers (mean=3.12, SD=1.354), Majority of the sample agreed that tax administrations create problems for the business community when they impose burdensome reporting and record keeping requirements (mean=4.00, SD=1.185), Lastly, the greater number agreed that a complex regulatory system makes tax compliance unduly burdensome and often have a distortionary effect on the development of SMEs (Mean=3.43, SD=1.228).






[bookmark: _Toc389665214][bookmark: _Toc389665428][bookmark: _Toc389667067]4.3 The impact of tax incentives and SMEs’ Growth
The second objective of the study was to identify the relationship between tax incentives and SMEs’ Growth. This aspect, was measured using 5 items scored on a five point Likert scale ranging from 5= Strongly Agreed, 4= Agree, 3= Not Sure, 2= Disagree, 1= Strongly Disagree and the findings are presented in Table below using frequencies and percentages. 
Table 5: The impact of tax incentives and SMEs’ Growth
	The impact of tax incentives and SMEs’ Growth
	Agree (%)
	Disagree (%)
	Mean
	S.D

	
	SA
	A
	DA
	SDA
	
	

	Tax incentives contribute to predicting GDP growth
	
31.1
	
36.5
	
4.1
	
1.4
	4.00
	
1.001

	Tax incentives are significant strategic drive for business and industrial growth
	
35.1
	
36.5
	
6.8
	
1.4
	4.00
	
1.107

	Tax exemptions decrease tax burden of SMEs more than that of tax rates which positions them to reinvest their capital for their efficient functioning. 
	18.9
	35.1
	13.5
	2.7
	3.43
	1.228

	Tax incentives lower tax amount payable hence supporting the growth SMEs
	27.0
	23.0
	12.2
	2.7
	4.00
	
2.696

	Firms with incentives perform better than firms without incentives in terms of gross sales and value added
	
25.7
	
44.6
	
10.8
	
5.4
	4.00
	
1.227

	Tax incentives are predictors of sustainable SME growth
	
25.7
	
47.3
	
9.5
	
1.4
	4.00
	
1.138

	Tax incentives encourage savings and stimulate investment that leads to a better economy
	17.6
	24.3
	20.3
	6.8
	3.12
	1.354


	Source: Primary data September 2023




Table 5 above shows that majority of the respondents indicated that Tax incentives contribute to predicting GDP growth (mean = 4.00, SD = 1.001).
 Similarly, the majority of the respondents agreed that tax incentives are significant strategic drive for business and industrial growth, (mean =4.00, SD=1.107 ).
Further-more, the majority also agreed that Tax exemptions decrease tax burden of SMEs more than that of tax rates which positions them to reinvest their capital for their efficient functioning, (mean = 3.43, SD=1.228)
 Half the number of respndents agreed that Tax incentives lower tax amount payable hence supporting the growth SMEs (mean = 4.00, SD=2.696)
 Findings as to whether firms with incentives perform better than firms without incentives in terms of gross sales and value added showed that the majority agreed. (mean=4.00, SD=1.227), 
Also findings as to whether tax incentives are predictors of sustainable SME growth indicated that the majority agreed with (mean=4.00, SD=1.138)
 However, minority of the respondents agreed that tax incentives encourage savings and stimulate investment that leads to a better economy, (mean=3.12, SD=1.354).



[bookmark: _Toc520725731]4.4 The relationship between tax administration and growth of SMEs
The third objective of the study was to examine the relationship between tax administration and SMEs’ Growth. This aspect, was measured using 5 items scored on a five point Likert scale ranging from 5= Strongly Agreed, 4= Agree, 3= Not Sure, 2= Disagree, 1= Strongly Disagree and the findings are presented in Table below using descriptive statistics of percentages. 
Table 6: showing the relationship between tax administration and growth of SMEs
	The relationship between tax administration and growth of SMEs
	Agree (%) 
	Disagree (%)
	Mean 
	SD

	
	SA
	A
	DA
	SDA
	
	

	Tax administration is one of the factors to improve a business’s public image
	31.1
	36.5
	4.1
	2.7
	4.00
	1.020


	Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date.
	33.8
	51.4
	10.8
	4.1
	4.11
	.900


	Tax administration facilitates business functions and progress
	43.2
	43.2
	2.7
	1.4
	4.23
	.884

	Overlooking and delaying tax payments causes financial damage to SMEs
	43.2
	36.5
	4.1
	4.1
	4.11
	1.041

	Tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity
	27.8
	48.6
	8.1
	1.4
	4.00
	1.094

	Advice offered to facilitate business access to information on how to comply with taxes is vital in bridging knowledge gaps and lowering compliance costs for SMEs 
	31.1
	36.5
	9.5
	1.4
	4.00
	1.185


Source: Primary data September 2023



Table 6 above shows that majority of of the respondents indicated that tax administration is one of the factors to improve a business’s public image (mean = 4.00, SD=1.020)
Similarly, most of the respondents agreed that tax administration is not a time-consuming activity if a business keep financial checks and plans up to date, (mean = 4.11, SD=0.900).
Majority of the respondents also agreed that Tax administration facilitates business functions and progress, (mean = 4.23, SD=0.884).
Findings as to whether overlooking and delaying tax payments causes financial damage to SMEs indicated that majority of the respondents agreed, (mean = 4.11, SD=1.041).
 In the same way, findings as to whether tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity showed that the majority agreed.(mean=4.00, SD=1.094).
Lastly, the majority of the respondents agreed that advice offered to facilitate business access to information on how to comply with taxes is vital in bridging knowledge gaps and lowering compliance costs for SMEs, (mean=4.00, SD=1.185).



[bookmark: _Toc145583553]	

























CHAPTER FIVE
[bookmark: _Toc517953307][bookmark: _Toc427768050][bookmark: _Toc427578507][bookmark: _Toc427577325][bookmark: _Toc422307525][bookmark: _Toc420841958][bookmark: _Toc145583554]SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
[bookmark: _Toc517953308][bookmark: _Toc427768051][bookmark: _Toc427578508][bookmark: _Toc427577326][bookmark: _Toc145583555]5.0 Introduction
This chapter presents a summary of findings observed and inferred from the data presented in chapter four. The summary of findings is based on the literature available in chapter two. This chapter also provides the conclusions, recommendations and suggested areas for further study. 
5.1 Discussion of findings
5.1.1 The impact of Tax Policy and the Growth of SMEs
Findings from the analysis above indicate that Tax deductions are granted to market entities and venture capitalists that invest in high-tech SMEs that tune 70% of the investment value and the government has put in place special tax regimes for SMEs to minimize the cost of collection. These scored the highest mean yet relatively low standard deviation. The findings are in line with what (Yaobin, 2007) established, he observed that tax policies can be designed in such a way that they do not only directly affect SMEs but also indirectly push for their growth for example the practice in China where tax policy has been designed to encourage SME financing by granting exemptions from business tax for financial corporations that provide guarantee for loans to SMEs. Also (Vasak, 2008) stressed that Reducing the compliance costs and tax rate increases the small enterprises profit margin. It also increases the Government’s tax revenue, since the simplified provisions for a micro enterprise historically reduce the size of the shadow economy and the number of non-complying registered taxpayers.

5.1.2 The impact of tax incentives and SMEs’ Growth

Findings from the analysis above indicate that Tax incentives contribute to predicting GDP growth and Tax incentives are significant strategic drive for business and industrial growth. These scored the highest mean yet relatively low standard deviation. The findings are in agreement with (Liakhoyets, 2014), who stressed that tax exemptions decrease tax burden of SMEs more than that of tax rates (Liakhoyets, 2014), which positions them to reinvest their capital for their efficient functioning. More so, according to Theobald, (2018), granting incentive packages in the tax system is to propel the growth of businesses in the country so as to support government’s agenda of economic growth, national development, job creation and improved general welfare of the citizenry.

5.1.3 The relationship between tax administration and growth of SMEs

Findings from the analysis above indicate that Tax administration facilitates business functions and progress, Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date and Overlooking and delaying tax payments causes financial damage to SMEs. These scored the highest mean yet relatively low standard deviation. The findings are in agreement with (Samuel, 2014) who stressed that at times like today’s, attending to tax administration is even more vital to mark success. However, since companies have to pay taxes by the end of the financial term, they prioritize other routine and more pressing tasks. That strategy cannot help a business when it has to deal with uncertainty and an unpredictable burden. According to Adeyemi, (2019), it was revealed that tax administration should be on business to-do list similar to other routine business transactions and operations. The practice will help oversee and examine financial inflow and outflow thoroughly. As a result, it will become more vigilant while making business dealings and transitions. Furthermore, Olajide, (2015), established that since tax evasion is a serious offense and leads to legal penalties against business, it can also limit various essential transactions of a business.

 

[bookmark: _Toc517953309][bookmark: _Toc427768052][bookmark: _Toc427578509][bookmark: _Toc427577327][bookmark: _Toc145583556]5.2 Summary of the Findings 
From the study, it was highlighted that the relationship between Tax Policy and the Growth of SMEs included; Tax deductions are granted to market entities and venture capitalists that invest in high-tech SMEs that tune 70% of the investment value, The government has put in place special tax regimes for SMEs to minimize the cost of collection, Tax policies encourage the creation and the succession of small enterprises, Tax systems are adaptable to reward success and encourage start-ups, Tax policies increase the governments’ tax revenue by reducing non-compliance among tax payers, Tax administrations create problems for the business community when they impose burdensome reporting and record keeping requirements and a complex regulatory system makes tax compliance unduly burdensome and often have a distortionary effect on the development of SMEs. 

Likewise, the study stipulated that the relationship between tax incentives and SMEs’ Growth included; Tax incentives contribute to predicting GDP growth, Tax incentives are significant strategic drive for business and industrial growth, Tax exemptions decrease tax burden of SMEs more than that of tax rates which positions them to reinvest their capital for their efficient functioning, Tax incentives lower tax amount payable hence supporting the growth SMEs, Firms with incentives perform better than firms without incentives in terms of gross sales and value added, Tax incentives are predictors of sustainable SME growth, Tax incentives encourage savings and stimulate investment that leads to a better economy and Tax incentives are fiscal measures that are used to attract local or foreign investment capital to certain economic activities in a country.



Lastly, from the study findings, it was indicated that the relationship between tax administration and growth of SMEs included; Tax administration is one of the factors to improve a business’s public image, Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date, Tax administration facilitates business functions and progress, Overlooking and delaying tax payments causes financial damage to SMEs, Tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity, Advice offered to facilitate business access to information on how to comply with taxes is vital in bridging knowledge gaps and lowering compliance costs for SMEs and Tax evasion is a serious offense and leads to legal penalties against business.
[bookmark: _Toc145583557]5.3 Conclusion
From the study, it was highlighted that the relationship between Tax Policy and the Growth of SMEs included; Tax deductions are granted to market entities and venture capitalists that invest in high-tech SMEs that tune 70% of the investment value, The government has put in place special tax regimes for SMEs to minimize the cost of collection, Tax policies encourage the creation and the succession of small enterprises, Tax systems are adaptable to reward success and encourage start-ups, Tax policies increase the governments’ tax revenue by reducing non-compliance among tax payers, Tax administrations create problems for the business community when they impose burdensome reporting and record keeping requirements and a complex regulatory system makes tax compliance unduly burdensome and often have a distortionary effect on the development of SMEs. 

Likewise, the study stipulated that the relationship between tax incentives and SMEs’ Growth included; Tax incentives contribute to predicting GDP growth, Tax incentives are significant strategic drive for business and industrial growth, Tax exemptions decrease tax burden of SMEs more than that of tax rates which positions them to reinvest their capital for their efficient functioning, Tax incentives lower tax amount payable hence supporting the growth SMEs, Firms with incentives perform better than firms without incentives in terms of gross sales and value added, Tax incentives are predictors of sustainable SME growth, Tax incentives encourage savings and stimulate investment that leads to a better economy and Tax incentives are fiscal measures that are used to attract local or foreign investment capital to certain economic activities in a country.

Lastly, from the study findings, it was indicated that the relationship between tax administration and growth of SMEs included; Tax administration is one of the factors to improve a business’s public image, Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date, Tax administration facilitates business functions and progress, Overlooking and delaying tax payments causes financial damage to SMEs, Tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity, Advice offered to facilitate business access to information on how to comply with taxes is vital in bridging knowledge gaps and lowering compliance costs for SMEs and Tax evasion is a serious offense and leads to legal penalties against business.
[bookmark: _Toc145583558]5.4 Recommendations
To reverse this trend, firstly, the government of Uganda needs to formulate a sound regulatory framework to ensure efficiency and effectiveness in the administration of taxes is imperative. There is need for government to ensure that tax policies are reviewed and updated regularly. This has the effect of bringing innovation in tax administration and effective revenue generation. Government of Uganda should strive to ensure that tax rates are kept moderate in order to avoid tax evasion/avoidance. There should be an efficient information system which will enable tax authorities networking to encamp tax payer that avoids or evades tax. This will help significantly in limiting the incidence of tax evasion.  
 
Secondly, the tax administration in Uganda should be granted total autonomy. This will make the internal revenue board to recruit the best professionals to manage the professional posts in the country. In this regard, it will be possible for the authorities to attract the best brains and pay them handsomely. It is my feeling that tax officials being at the vanguard of generating revenue and increasing the wealth of the nation should be given full autonomy in tax administration.  
Small enterprises need to be given preferential treatment through the government of Uganda’s fiscal policies through incentive packages. This is because the small enterprises need more push financially in order to stimulate their growth and tax compliance behaviour as compared to the medium enterprises. This initiative could assist small enterprises to migrate to medium enterprises in the long run, given their growth potential. The government of Uganda can institute fiscal and monetary policies that support the growth of SMEs and refocus high growth SMEs operating in the Mukono municipality.

[bookmark: _Toc145583559]5.5 Areas for further study. 
Tax Incentive and growth of SMEs.
Tax administration and revenue generation. 
Tax compliance and growth of SMEs
Tax evasion and implication on growth of SMEs
Tax burdens and sustainability of SMEs.
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Dear respondent, 
My name is BIRUNGYI PATRICIA BITA, a student of Uganda Christian University carrying out a study on finding out tax administration and growth of SMEs a case of Mukono Municipality as a partial requirement for the award of Bachelor of business and administration of Uganda Christian University. 
You have been selected to participate in this study as a respondent. Kindly provide the most appropriate information as indicated in the questionnaire based on your objective experiences. The information provided shall be used for academic purpose and will be kept with utmost confidentiality.  
Thank you and may the almighty reward you. Yours faithfully, 
Birungyi Patricia Bita
SECTION A: Demographic Characteristics 
Tick / fill in the most appropriate answer.
1. Gender:
	 a) Female 			b) Male


2. Age		
	a) Below 20 years		b) 20 – 25 years		c) 26 – 30 years 
	d) 31 – 35years		e) 36 – 40 Years		f) Above 40 years.
3. Highest level of education Qualification
a)  Not at all 		 b) Certificate	           c) Diploma	   e) Bachelors   	        f) Post graduate 







The relationship between Tax Policy and the Growth of SMEs. (Tick as Appropriate) 
Indicate the extent to which you agree with the following observations on the relationship between tax policy and the growth of SMEs on a scale of (1) = strongly disagree, (2) = disagree, (3) = not sure (4) = agree (5) = strongly agree 	
	 	 	 
	 
	Scale     
	
	
	
	
	

	 
	The relationship between Tax Policy and the Growth of SMEs
	1 
	2 
	3 
	4 
	5 

	1.
	 Tax deductions are granted to market entities and venture capitalists that invest in high-tech SMEs that tune 70% of the investment value
	 
	 
	 
	 
	 

	2.
	The government has put in place special tax regimes for SMEs to minimize the cost of collection
	
	
	
	
	

	3.
	Tax policies encourage the creation and the succession of small enterprises
	 
 
 
	 
	 
	 
	 

	4.
	Tax systems are adaptable to reward success and encourage start-ups

	 
 
 
	 
	 
	 
	 

	5.
	Tax policies increase the governments’ tax revenue by reducing non-compliance among tax payers
	 
 
	 
	 
	 
	 

	6. 
	Tax administrations create problems for the business community when they impose burdensome reporting and record keeping requirements.
	 
 
	 
	 
	 
	 

	7.
	A complex regulatory system makes tax compliance unduly burdensome and often have a distortionary effect on the development of SMEs
	  
 
	 
	 
	 
	 




(C). The relationship between tax incentives and SMEs’ Growth. (Tick as Appropriate) 
Indicate the extent to which you agree with the following observations on the relationship between tax incentives and SMEs’ Growth on a scale of (1) = strongly disagree, (2) = disagree, (3) = not sure (4) = agree (5) = strongly agree 	

	 
	Scale 
	
	
	
	
	

	 
	The relationship between tax incentives and SMEs’ Growth
	1 
	2 
	3 
	4 
	5 

	
8.
	Tax incentives contribute to predicting GDP growth
	 
 
	 
	 
	 
	 

	9.
	Tax incentives are significant strategic drive for business and industrial growth
	 
 
	 
	 
	 
	 

	
10.
	Tax exemptions decrease tax burden of SMEs more than that of tax rates which positions them to reinvest their capital for their efficient functioning. 

	 
 
 
	 
	 
	 
	 

	11.
	Tax incentives lower tax amount payable hence supporting the growth SMEs
	 
	 
	 
	 
	 

	12.
	Firms with incentives perform better than firms without incentives in terms of gross sales and value added
	 
	 
	 
	 
	 

	

13.
	Tax incentives are predictors of sustainable SME growth
	 
 
	 
	 
	 
	 

	
14.
	Tax incentives encourage savings and stimulate investment that leads to a better economy
	
	
	
	
	

	15.
	Tax incentives are fiscal measures that are used to attract local or foreign investment capital to certain economic activities in a country
	 
	 
	 
	 
	 


	 	 
(D). The relationship between tax administration and growth of SMEs. (Tick as Appropriate) 
Indicate the extent to which you agree with the following observations on the relationship between tax administration and growth of SMEs on a scale of (1) = strongly disagree, (2) = disagree, (3) = not sure (4) = agree (5) = strongly agree

	 
	Scale 
	
	
	
	
	

	 
	The relationship between tax administration and growth of SMEs
	 1 
	2 
	3 
	4 
	5 

	16.
	Tax administration is one of the factors to improve a business’s public image.

	 
	 
	 
	 
	 

	17.
	Tax administration is not a time-consuming activity if a business keep financial checks and plans up to date.
	 
	 
	 
	 
	 

	18.
	Tax administration facilitates business functions and progress
	 
	 
	 
	 
	 

	19. 
	Overlooking and delaying tax payments causes financial damage to SMEs
	 
	 
	 
	 
	 

	20.
	Tax reductions are particularly crucial for small businesses since they cannot afford to pay beyond their generating capacity
	 
	 
	 
	 
	 

	21.
	Advice offered to facilitate business access to information on how to comply with taxes is vital in bridging knowledge gaps and lowering compliance costs for SMEs 
	 
	 
	 
	 
	 

	22.
	Tax evasion is a serious offense and leads to legal penalties against business.
	 
	 
	 
	 
	 


 
Thank you for your time and input.

