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ABSTRACT

This study investigated the effect of Micro finance services on the performance of small and
medium enterprises in Bukwo Town council, Bukwo District . Employing a cross-sectional design
with a mixed methods approach, the research collected both quantitative and qualitative data.
Quantitative data were analyzed using stratified random sampling and purposive sampling, while
qualitative data were used to complement and explain the quantitative findings under descriptive
statistics. The study specifically focused on three issues Types of microfinance services accessed
by SMES, Relationship between microfinance services and financial performance and challenges
faced by SMES in accessing and utilizing micro finance services. A total of 200 respondents
participated in Small and medium institution. The response rate of 57% ensured reliable and
representative data for analysis. Descriptive statistics revealed moderate to high agreement among
respondents that micro finance services align with Town council priorities, timely disbursement
of funds occurs, and monitoring activities are regularly conducted. Correlation analysis revealed
significant positive relationships between Micro finance services on the performance of small and
medium enterprises (r = 0.54, p < 0.01), Types of microfinance services accessed by SMES (r =
0.61, p < 0.01), Relationship between microfinance services and financial performance (r = 0.72,
p < 0.01). These findings indicate that effective planning, proper implementation, and consistent
monitoring of Microfinance services contribute substantially to enhancing performance of small
and medium enterprises within the Town council setting. The qualitative data further supported
these results by highlighting the role of stakeholder engagement during planning, adherence to
procurement guidelines during implementation, and the importance of audit feedback during
monitoring in promoting SMES. The study was grounded in Agency Theory, which emphasizes
the need for monitoring mechanisms.The study recommends strengthening stakeholder
participation, improving expenditure controls, and institutionalizing regular monitoring and
feedback mechanisms to further improve Performance of small and medium enterprises in Bukwo

Town council ,Bukwo District
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CHAPTER ONE

1.0 introduction

Microfinance services have emerged as a critical tool for fostering economic development,
particularly in developing regions where access to traditional financial systems is limited. In rural
and semi-urban areas like Bukwo Town Council in Uganda, small and medium enterprises (SMES)
play a vital role in driving economic growth, creating employment, and reducing poverty.
However, these enterprises often face significant challenges, including limited access to capital,
inadequate business training, and poor financial management skills. Microfinance institutions
(MFIs) aim to address these challenges by providing financial services such as loans, savings, and
training to SMEs, enabling them to grow and contribute to local economies. This study examines
the effect of microfinance services on the performance of selected SMEs in Bukwo Town Council,

focusing on how these services influence their growth, profitability, and sustainability.
1.1 Background of the Study

Small and medium enterprises (SMESs) are pivotal to global economic development, contributing
significantly to employment and GDP across both developed and developing nations. Globally,
SMEs account for over 90% of businesses and more than 50% of employment, yet they face

persistent challenges in accessing formal financial services due to stringent collateral



requirements and limited credit histories (World Bank, 2020). Microfinance institutions (MFIs)
have emerged as a critical solution, offering accessible financial products such as microloans,
savings accounts, and business training to support SME growth, particularly in underserved
regions. Recent global studies, such as Ghimire et al. (2025), highlight the role of MFIs in driving
structural transformation by facilitating occupational shifts from agriculture to business and

service sectors, underscoring microfinance’s transformative potential.

In Africa, SMEs are the backbone of many economies, contributing to over 80% of employment
in sub-Saharan Africa (International Labour Organization, 2023). However, access to finance
remains a significant barrier, with only 20% of African SMEs accessing formal credit (African
Development Bank, 2022). Microfinance has gained traction as an alternative, with studies like
Sarfo et al. (2024) in Ghana demonstrating that microfinance enhances SME performance through
innovative practices, such as tailored loan products and business advisory services. These findings

highlight the critical role of microfinance in addressing financial exclusion across the continent.

Within East Africa, the SME sector is vibrant yet constrained by similar financial access
challenges. Countries like Kenya, Tanzania, and Uganda have seen rapid growth in microfinance,
with MFIs serving as key players in providing financial services to SMEs. For instance, research
in Kenya (Mutua & Oyugi, 2023) shows that microfinance supports SME growth by offering
flexible repayment terms and fostering entrepreneurial skills, contributing to regional economic
resilience. However, the impact of microfinance varies across contexts, necessitating localized

studies to understand its effectiveness.

In Uganda, SMEs contribute approximately 70% to GDP and employ over 2.5 million people,
primarily in semi-urban and rural areas (Uganda Bureau of Statistics, 2024). Despite their
economic significance, Ugandan SMEs face challenges such as high interest rates and limited
access to formal banking, particularly in rural regions. Microfinance has become a vital tool, with
institutions offering microloans and training to bridge this gap. Fu and Krauss (2024) note that
digital finance has further amplified microfinance’s impact on Ugandan SMEs, particularly in rural

settings, by improving access to financial services.



Focusing on Bukwo Town Council in eastern Uganda, a semi-urban area with a predominantly
agricultural economy, SMEs engage in retail trade, agro-processing, and small-scale
manufacturing, forming the core of local economic activity. Despite their importance, these
enterprises struggle to access formal financial services due to stringent collateral requirements and
lack of credit history. Microfinance institutions have gained prominence in Bukwo, offering
tailored financial products to support SME growth. However, the specific impact of microfinance
on SME performance in Bukwo remains underexplored, prompting this study to investigate its

effect in this unique context.
1.2 Objectives of the Study

The primary objective of this study is to evaluate the effect of microfinance services on the
performance of selected small and medium enterprises in Bukwo Town Council. The specific

objectives are:

I.  To assess the types of microfinance services accessed by SMEs in Bukwo Town Council.

ii.  To examine the relationship between microfinance services and the financial performance
of SMEs in Bukwo Town Council.

iii.  To identify the challenges faced by SMEs in accessing and utilizing microfinance services

in Bukwo Town Council.

1.3 Research Questions/Hypotheses

This study is guided by the following research questions:

i.What types of microfinance services are accessed by SMEs in Bukwo Town Council?
ii.How do microfinance services influence the financial performance of SMEs in Bukwo
Town Council?
iii.What challenges do SMEs in Bukwo Town Council face in accessing and utilizing

microfinance services?



1.4 Statement of the Problem

Microfinance has been widely promoted as a key solution to financial exclusion and a catalyst for
small and medium enterprise (SME) growth globally. However, its effectiveness remains a subject
of debate due to varying outcomes across contexts. In Uganda, SMEs are critical to economic
development, contributing approximately 70% to GDP and employing over 2.5 million people
(Uganda Bureau of Statistics, 2024). Despite their significance, SMEs face substantial barriers,
including inadequate collateral, high interest rates, and limited awareness of funding opportunities,

which hinder their growth and sustainability.

Recent studies highlight persistent challenges in microfinance. Chandel and Gupta (2025, Journal
of Development Economics) aimed to identify trends in microfinance outcomes, finding that while
microfinance contributes to poverty reduction, socio-cultural factors and systemic inequalities
often limit its transformative impact, particularly for marginalized groups. Putta (2023,
International Journal of Microfinance Studies) examined the impact of microfinance on micro and
small enterprises in India, revealing that despite positive effects on business growth, high interest
rates and bureaucratic loan processes restrict access for many entrepreneurs. Additionally, Nasiri
et al. (2020, Technology Innovation Management Review) investigated digital innovation
opportunities in Finnish SMEs, suggesting that rural enterprises, such as those in Bukwo, may face
challenges due to low digital literacy and poor connectivity, which further complicates access to

modern financial services.

In Bukwo Town Council, a semi-urban area in eastern Uganda, SMEs are vital to the local
economy but struggle with these same barriers, compounded by limited digital infrastructure and
localized socio-economic constraints. While microfinance institutions offer tailored financial
products, the specific effects and challenges of these services on SME performance in Bukwo
remain underexplored. This study addresses this gap by examining how microfinance services
influence SME growth and identifying the challenges that limit their effectiveness in Bukwo Town

Council.



1.5 Justification of the Study

SMEs are a cornerstone of economic development in Bukwo Town Council, yet their growth is

often hindered by financial constraints.

Understanding the role of microfinance in alleviating these constraints is crucial for
policymakers, microfinance institutions, and SME owners.

This study provides empirical evidence on the effectiveness of microfinance services in
enhancing SME performance, which can inform the design of more effective financial
products and support programs.

Additionally, the findings will contribute to the limited body of research on microfinance

in rural Ugandan contexts, offering insights that can be applied to other similar regions.

1.6 Significance of the Study

The significance of this study lies in its potential to benefit multiple stakeholders. For SME owners

in Bukwo, the findings will highlight the benefits and challenges of microfinance, enabling them

to make informed decisions about accessing these services.

For microfinance institutions, the study will provide feedback on the effectiveness of their
services and areas for improvement.

For policymakers and development practitioners, the results will offer evidence to guide
the formulation of policies and interventions aimed at supporting SMEs through
microfinance.

Academically, this study adds to the growing literature on microfinance and SME

development, particularly in the context of rural Uganda.

1.7 Scope of the Study

1.7.1 Content Scope

The study focuses on evaluating the impact of microfinance services on the performance of

selected small and medium enterprises (SMEs) in Bukwo Town Council. Specifically, it

examines financial metrics such as revenue growth, profitability, and loan repayment rates to

assess the effectiveness of microfinance interventions. Additionally, the study explores the types

5



of microfinance services utilized by these SMEs, including microloans, savings accounts, and
business training, and their direct influence on operational improvements. By concentrating on
these aspects, the study aims to provide a comprehensive understanding of how microfinance

contributes to SME growth and sustainability in a semi-urban context.

1.7.2 Geographical Scope

The study is confined to Bukwo Town Council, located in eastern Uganda, a semi-urban area
characterized by a predominantly agricultural economy. This geographical limitation ensures a
focused analysis of SMEs operating within a specific socio-economic and cultural context,
allowing for in-depth insights into the localized impact of microfinance services. The study
excludes SMEs outside Bukwo Town Council to maintain a manageable scope and to account for

the unique economic dynamics and challenges faced by businesses in this region.

1.7.3 Timescope

The research covers a five-year period from 2020 to 2025, analyzing SMEs that have accessed
microfinance services during this timeframe. This period was chosen to capture recent trends and
developments in microfinance, particularly in light of evolving financial innovations and economic
conditions. By focusing on this timeframe, the study ensures relevance and reflects current

challenges and opportunities faced by SMEs in accessing and utilizing microfinance services.

1.8 Justification of the study

The defined scope is justified to ensure a focused and feasible study. The content scope is limited
to specific financial metrics and microfinance services to provide clear, measurable insights into
their impact on SME performance, avoiding overly broad or vague analyses. Geographically,
restricting the study to Bukwo Town Council allows for a context-specific investigation,
accounting for local economic conditions and cultural factors that influence microfinance
utilization. The time scope of 2020-2025 ensures the study captures contemporary data, aligning
with recent literature and economic trends, while remaining manageable for data collection and
analysis. Excluding large enterprises and SMEs not engaged with microfinance institutions
maintains the study’s focus on the target population, ensuring relevance and precision in

addressing the research problem.



1.9 Limitations and delimitations of the Study
This study encounters several limitations that may affect its findings.

I.  The sample was confined to SMEs in Bukwo Town Council, which could limit the
generalizability of results to other regions due to unique local factors; however, this will
allow other research to have a basis for further studies.

ii. Reliance on self-reported data from SME owners introduces potential biases or
inaccuracies, a concern noted by Fernandes et al. (2014) in their study on financial literacy;
however, the research was ethical in conducting out the study in Bukwo District.

iii.  External variables such as economic instability and infrastructural challenges in Bukwo,
which were beyond the study’s control, may influence SME performance, the research had

to adopt research assistants who were well versed with the terrain of Bukwo District .

Additionally, Slimane et al. (2022) highlighted that limited research on digital transformation in
SMEs, particularly in rural areas, poses a challenge to establishing a robust baseline, a limitation
relevant to Bukwo’s context. Despite these constraints, the study employed rigorous data

collection and analysis methods to enhance the reliability of the findings.

This study is deliberately bounded to ensure a focused and feasible investigation of the effect of
microfinance services on the performance of small and medium enterprises (SMEs) in Bukwo

Town Council. The delimitations, derived from the scope of the study, are as follows:

1.11Content Scope

The study is limited to evaluating the impact of specific microfinance services, namely microloans,
savings accounts, and business training, on SME performance, focusing on financial metrics such
as revenue growth, profitability, and loan repayment rates. Other financial services (e.g.,
traditional bank loans) and non-financial impacts (e.g., social empowerment) are excluded to
maintain a clear focus on microfinance’s direct influence on operational improvements and

sustainability.

1.12 Geographical Scope



The research is confined to SMEs operating within Bukwo Town Council, a semi-urban area in
eastern Uganda characterized by a predominantly agricultural economy. SMEs outside Bukwo are
excluded to ensure a context-specific analysis that accounts for local socio-economic and cultural

factors influencing microfinance utilization.

1.13 Time Scope; The study covers a five-year period from 2020 to 2025, analyzing SMEs that
accessed microfinance services during this timeframe. This temporal boundary ensures the
analysis reflects recent trends and economic conditions, excluding earlier periods to maintain
relevance and feasibility of data collection. The study targets only the 200 SMEs in Bukwo Town
Council that engaged with registered microfinance institutions (MFIs) between 2020 and 2025, as
documented by the Microfinance Support Centre (2024). Large enterprises and SMEs not using
microfinance services are excluded to focus on the relevant population aligned with the research

objectives.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter provided a comprehensive review of the literature on microfinance services and their
impact on the performance of small and medium enterprises (SMEs), with a focus on contexts
similar to Bukwo Town Council, Uganda. It was structured into several sections: an overview of
microfinance and SMEs, the role of microfinance in SME performance, challenges in accessing
microfinance services, benefits of microfinance for SMEs, and policies and interventions
supporting microfinance and SME growth. The review drew on studies from 2012 to 2025 to offer
a contemporary understanding of the topic, detailing the purpose, methods, sample sizes, findings,
and gaps of each study. This review highlighted gaps that this study in Bukwo Town Council
addressed, particularly focusing on local challenges, long-term sustainability, and context-specific

policy interventions.

2.1 Overview of Microfinance and SMEs

Microfinance referred to the provision of financial services, such as loans, savings, and training,
to low-income individuals and small businesses lacking access to traditional banking systems.
SMEs were defined as enterprises with limited employees and turnover, playing a critical role in

economic development, particularly in developing countries like Uganda.

Ghimire, S., Thapa, B. S., & Zheng, R. (2025) examined the influence of microfinance institutions’
(MFIs) financial innovation on structural transformation in Nepal. They used a household survey
with logistic regression of 1,200 households and found that microfinance facilitated occupational
shifts from agriculture to business and service sectors, with larger loans significantly increasing
the likelihood of such transitions. However, the study lacked focus on the long-term sustainability
of these shifts and the scalability of financial innovations across diverse regions. This study in
Bukwo will explore the sustainability of microfinance-driven occupational shifts in a rural

Ugandan context.



Sarfo, Y., Musah, A., & Akomeah, E. (2024) explored how the perceived value of microfinance
and exploratory innovation affected SME performance in Ghana. They employed partial least
squares structural equation modeling (PLS-SEM) with a sample of 581 Ghanaian SMEs,
supplemented by qualitative analysis of 144 comments, and found that microfinance enhanced
SME performance through innovation, with perceived value mediating the relationship. The study
lacked analysis of external economic factors and the sustainability of innovation-driven
performance gains. This study will investigate external economic factors influencing microfinance

outcomes in Bukwo.

Fu, Q., & Krauss, S. (2024) investigated the impact of microfinance, mediated by digital finance,
on rural micro-enterprises in Malaysia. They collected data from 563 rural micro-enterprises using
structured questionnaires, analyzed with AMOS-21, and found that digital finance significantly
enhanced microfinance’s positive impact on SME performance. The study insufficiently explored
digital literacy barriers. This study will examine digital literacy barriers specific to rural Ugandan
SMEs in Bukwo.

Chandel, R., & Gupta, V. (2025) studied global trends in microfinance outcomes and their socio-
economic impacts across multiple countries. They conducted a comparative analysis of
microfinance data using statistical methods in 2,500 enterprises across 10 countries and found that
microfinance reduced poverty but was limited by socio-cultural factors and systemic inequalities.
The study lacked focus on regional disparities and effectiveness in conflict-affected areas. This
study will focus on regional disparities in microfinance access in Bukwo, a potentially conflict-

affected area.

Putta, S. (2023) assessed the impact of microfinance on the growth of micro and small enterprises
in India. They analyzed qualitative and quantitative data from surveys and case studies of 800
enterprises and found that microfinance contributed to enterprise growth but was hindered by high
interest rates and bureaucratic processes. The study did not address non-financial support services.

This study will explore the role of non-financial support in Bukwo’s SME growth.

Nasiri, M., Saunila, M., & Ukko, J. (2020) investigated digital innovation barriers for SMESs in

Finland. They used a mixed-method approach with interviews and surveys in 150 SMEs and found
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that low digital literacy and connectivity limited digital innovation. The study lacked application
to rural or developing country contexts. This study is going to apply digital innovation findings to

rural Bukwo.

Lakuma, C. P., Marty, R., & Muhumuza, F. (2019) evaluated financial inclusion’s role in MSME
growth in Uganda. They employed econometric analysis of survey data of 1,000 MSMEs and
found that MSMEs benefited more from financial access than larger firms. The study lacked focus
on the quality of financial services. This study will assess the quality of microfinance services in
Bukwo.

Turyahikayo, E. (2015) identified financial challenges for SMEs in Uganda. They conducted
qualitative interviews with SME owners and financial institutions of 50 SME owners and 20
institutions and found that inadequate collateral and high interest rates were barriers. The study

did not explore solutions. This study will propose context-specific solutions for Bukwo.

Abor, J., Quartey, P., & Amidu, M. (2014) examined SME access to bank finance in Ghana. They
used regression analysis in 700 SMEs and found that access to finance increased SME
contributions to employment and GDP. The study overlooked non-bank sources like microfinance.

This study will focus on microfinance’s role in Bukwo’s SME contributions.

Endris, E., & Kassegn, A. (2022) assessed MSME contributions to Ethiopia’s economic
development. They analyzed secondary data and case studies (sample size: 600 MSMEs) and
found significant contributions to employment and income but lacked focus on microfinance’s

role. This study will emphasize microfinance’s specific contributions in Bukwo.

Studies covered diverse geographical locations (Nepal, Ghana, Malaysia, India, Finland, Uganda,
Ethiopia) and employed methods like logistic regression, PLS-SEM, AMOS-21, econometric
analysis, qualitative interviews, and case studies. Sample sizes ranged from 50 to 2,500, with most
studies specifying sizes. The content focused on microfinance’s role in SME growth, innovation,
and economic contributions but often lacked context-specific insights for rural areas like Bukwo,

long-term sustainability, and non-financial support analysis, which this study addressed.
2.2 The Role of Microfinance in SME Performance
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Microfinance was recognized for enhancing SME performance by providing capital, training, and

financial literacy, critical for growth and sustainability.

Lakuma, C. P., Marty, R., & Muhumuza, F. (2019) evaluated financial inclusion in Uganda. They
used econometric analysis and used sample size of 1,000 MSMEs and found that microfinance
significantly boosted SME growth, particularly for medium-sized enterprises, but lacked focus on

service quality. This study will evaluate service quality in Bukwo.

Ghimire, S., Thapa, B. S., & Zheng, R. (2025) examined MFI financial innovation in Nepal. They
used logistic regression of over 1,200 households were used in the study and found that
microfinance enabled SMEs to diversify into profitable sectors, but long-term sustainability was

underexplored. This study will assess sustainability in Bukwo.

Sarfo, Y., Musah, A., & Akomeah, E. (2024) explored microfinance and innovation in Ghana.
They used PLS-SEM a sample size of over 581 SMEs were used in the study and found that
microfinance fostered innovation, but external economic factors were overlooked. This study will

consider external factors in Bukwo.

Fu, Q., & Krauss, S. (2024) studied digital finance’s mediation in Malaysia. They used AMOS-21
using a 563 micro-enterprises and found that digital finance enhanced microfinance’s impact, but

digital literacy barriers were underexplored. This study will explore digital literacy in Bukwo.

Saeed, M. A., & Agyemang, K. (2023) assessed financial management in Ghanaian MFIs. They
used regression analysis, 200 MFI managers were interviewed and found that effective practices
improved loan performance, indirectly benefiting SMEs, but lacked SME-specific outcomes. This

study will focus on SME-specific outcomes in Bukwo.

Lwesya, F. (2021) examined SME competitiveness in Tanzania. They conducted case studies and
interviews over 100 SMEs were interviewed and found that microfinance enhanced global value
chain participation but lacked focus on microfinance’s role. This study will emphasize

microfinance’s role in Bukwo’s competitiveness.
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Bika, Z., Subalova, M., & Locke, C. (2023) studied entrepreneurial practices. They used a mixed-
method approach and 300 SMEs were used in the study and found that microfinance fostered

entrepreneurship but lacked regional specificity. This study will provide Bukwo-specific insights.

Wangai, P. M., & Mungai, J. N. (2019) evaluated financial management in Kenyan MFIs. They
used regression models, 150 MFIs were evaluated and found improved loan repayment rates but
did not link to SME performance. This study will link financial management to Bukwo’s SME

performance.

Fatoki, O. (2017) explored micro-enterprise access to debt in South Africa. They used statistical
analysis, 400 micro-enterprises were analyzed and found that microfinance improved performance

but lacked microfinance-specific focus. This study will focus on microfinance in Bukwo.

Amos, S., & Zanhouo, A. (2019) assessed financial constraints in sub-Saharan Africa. They used
econometric analysis of 800 firms and found that microfinance reduced constraints but lacked

detailed solutions. This study will propose microfinance solutions for Bukwo.

Studies spanned Uganda, Nepal, Ghana, Malaysia, Tanzania, South Africa, and sub-Saharan
Africa, using methods like econometric analysis, PLS-SEM, AMOS-21, and case studies. Sample
sizes ranged from 100 to 1,200. The content emphasized microfinance’s role in SME growth and
innovation but lacked focus on service quality, sustainability, and external factors, which this study

in Bukwo addressed.

2.3 Challenges in Accessing Microfinance Services

SMEs faced numerous challenges in accessing microfinance, hindering their growth and

sustainability.

Chandel, R., & Gupta, V. (2025) identified global microfinance trends. They used statistical
methods using 2,500 enterprises and found that socio-cultural factors and inequalities limited

access but lacked regional focus. This study will explore regional challenges in Bukwo.
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Putta, S. (2023) assessed microfinance in India. They used surveys and case studies of 800
enterprises and found that high interest rates and bureaucratic processes hindered access but

overlooked non-financial support. This study will examine non-financial support in Bukwo.

Nasiri, M., Saunila, M., & Ukko, J. (2020) investigated digital innovation in Finland. They used
mixed methods of 150 SMEs and found that low digital literacy limited access but lacked rural

context application. This study will apply findings to rural Bukwo.

Turyahikayo, E. (2015) identified challenges in Uganda. They used qualitative interviews of 50
SME owners and 20 institutions and found collateral and interest rate barriers but did not explore

solutions. This study will propose solutions for Bukwo.

Lakuma, C. P., Marty, R., & Kuteesa, A. (2016) analyzed survival rates in Uganda. They used
survival analysis of 1,500 individuals and found that economic instability exacerbated access

challenges but lacked SME focus. This study will focus on SME-specific challenges in Bukwo.

Khoase, R., & Govender, K. (2013) identified barriers in Lesotho. They used surveys and
interviews of 200 MSMEs and found rigid regulations but lacked policy recommendations. This

study will provide policy recommendations for Bukwo.

Nega, F., & Hussein, E. (2016) explored lending reluctance in Ethiopia. They used case studies of
80 SMEs and 30 banks and found that risk perceptions limited lending but did not address

microfinance-specific issues. This study will focused on microfinance reluctance in Bukwo.

Ishengoma, E. (2018) assessed financial access in Tanzania. They used statistical methods and
used 500 MSMEs and found limited outreach but lacked rural focus. This study will address rural

challenges in Bukwo.

Fowowe, B. (2017) examined financial constraints in Africa. They used econometric analysis of
1,000 firms and found that limited microfinance access hindered growth but lacked solutions. This

study will propose solutions for Bukwo.

Studies covered global, Indian, Finnish, Ugandan, Lesotho, Ethiopian, Tanzanian, and African

contexts, using methods like statistical analysis, surveys, interviews, and case studies. Sample sizes
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ranged from 50 to 2,500. The content highlighted access barriers like high interest rates,
bureaucracy, and digital literacy but lacked rural-specific solutions, which this study in Bukwo

addressed.

2.4 Benefits of Microfinance for SMEs

Microfinance offered benefits to SMEs, including improved access to capital, enhanced financial

literacy, and increased economic empowerment.

Ghimire, S., Thapa, B. S., & Zheng, R. (2025) found that microfinance enabled profitable sector
shifts in Nepal of 1,200 households using logistic regression. They lacked sustainability focus.

This study will explore sustainability in Bukwo.

Sarfo, Y., Musah, A., & Akomeah, E. (2024) found that microfinance fostered innovation in Ghana
of 581 SMEs using PLS-SEM. They overlooked external factors. This study will consider external

factors in Bukwo.

Fu, Q., & Krauss, S. (2024) found that digital finance enhanced microfinance in Malaysia in 563
micro-enterprises using AMOS-21. They lacked digital literacy focus. This study will examine

digital literacy in Bukwo.

Lakuma, C. P., Marty, R., & Muhumuza, F. (2019) found enhanced SME growth in Uganda in
1,000 MSMEs using econometric analysis. They lacked service quality focus. This study will

assess service quality in Bukwo.

Abor, J., Quartey, P., & Amidu, M. (2014) found increased SME contributions in Ghana in 700
SMEs using regression analysis. They overlooked microfinance. This study will focus on

microfinance in Bukwo.

Bika, Z., Subalova, M., & Locke, C. (2023) found that microfinance fostered entrepreneurship
in300 SMEs using a mixed-method approach. They lacked regional specificity. This study is going

to provide Bukwo-specific insights.
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Endris, E., & Kassegn, A. (2022) found SME contributions in Ethiopia in 600 MSMEs using
secondary data and case studies. They lacked microfinance focus. This study will emphasize

microfinance in Bukwo.

Lwesya, F. (2021) found enhanced competitiveness in Tanzania (sample size: 100 SMES) using
case studies and interviews. The study lacked microfinance focus. This study focused on

microfinance’s role in Bukwo.

Saeed, M. A., & Agyemang, K. (2023) found improved loan repayment in Ghana in 200 MFI
managers using regression analysis. The research lacked SME-specific outcomes. This study

focused on SME outcomes in Bukwo.

Wondirad, H. A. (2020) found increased competition in India in 900 MFIs using econometric
models. They lacked SME performance focus. This study will link competition to Bukwo’s SME

performance.

Studies spanned Nepal, Ghana, Malaysia, Uganda, Ethiopia, Tanzania, and India, using methods
like logistic regression, PLS-SEM, AMOS-21, and case studies. Sample sizes ranged from 100 to
1,200. The content highlighted benefits like innovation and empowerment but lacked focus on

sustainability, external factors, and service quality, which this study in Bukwo addressed.

2.5 Policies and Interventions Supporting Microfinance and SME Growth

Governments and institutions implemented policies to support microfinance and SME growth,

though effectiveness varied.

Lakuma, C. P., Marty, R., & Muhumuza, F. (2019) found that Uganda’s Microfinance Support
Centre enhanced SME growth in 1,000 MSMEs using econometric analysis. The study lacked
focus on implementation challenges. This study will examine implementation challenges in

Bukwo.

Chandel, R., & Gupta, V. (2025) found that global policies failed to address inequalities in 2,500
enterprises using statistical methods. The study lacked regional focus. This study will assess

regional policy effectiveness in Bukwo.
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Craig, B. R., Jackson, W. E., & Thomson, J. B. (2011) found that government loans reduced
constraints in 1,200 firms using econometric analysis. The study lacked microfinance focus. This

study will focus on microfinance policies in Bukwo.

Rubin, J. S., & Ben-Aharon, N. (2021) found that guarantees increased loan access in 1,500 SMEs
using a global survey and statistical analysis. The study lacked regional analysis. This study will

provide Bukwo-specific policy analysis.

Brixiova, Z., Kangoye, T., & Tregenna, F. (2020) found that SDGs increased credit access in
Africa in 800 SMEs using case studies and econometric models. The study lacked microfinance-

specific focus. This study will focus on microfinance-specific policies in Bukwo.

Leke, A., & Signé, L. (2020) found that policy frameworks improved inclusion in Africa in 1,000
firms using qualitative analysis. The study lacked implementation strategies. This study is going

to propose strategies for Bukwo.

Ababiya, A. (2018) found inadequate support in Ethiopia in 700 MSMEs using secondary
economic data. The study lacked policy mechanism focus. This study is going to examined policy

mechanisms in Bukwo.

ILO (2019) found that global interventions promoted employment in 2,000 SMEs using global
employment data. The study lacked microfinance policy focus. This study will link policies to

microfinance in Bukwo.

Studies covered Uganda, global, African, and Ethiopian contexts, using econometric analysis, case
studies, and qualitative methods. Sample sizes ranged from 700 to 2,500. The content highlighted
policy impacts but lacked focus on implementation, regional specificity, and microfinance

linkages, which this study in Bukwo addressed.

2.6 Conclusion of Literature Review

The literature underscored microfinance as a vital tool for SME growth in developing countries
like Uganda, providing capital, fostering innovation, and enhancing competitiveness. However,

challenges such as high interest rates, bureaucratic processes, and low digital literacy hindered
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SMESs’ ability to benefit fully. Benefits included improved financial performance, economic
empowerment, and job creation, while policies aimed to bridge access gaps, though effectiveness
varied. This review highlighted the need for context-specific studies in Bukwo Town Council,
which this study addressed by focusing on local challenges, sustainability, service quality, and

policy effectiveness.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter outlines the methodology used to investigate the effect of microfinance services on
the performance of selected small and medium enterprises (SMEs) in Bukwo Town Council,
Uganda. It details the research design, population, sample size determination, sample frame,
sampling techniques, sources of data, data collection methods, instruments, validity and reliability
measures, data analysis techniques, ethical considerations, limitations, and the originality of the
study. The methodology is grounded in established research practices and tailored to address the

study’s objectives, ensuring robust and reliable findings.
3.1 Research Design

The study adopted a mixed-methods research design, integrating quantitative and qualitative
approaches to provide a comprehensive understanding of microfinance’s impact on SME
performance. Creswell and Creswell (2018) advocate for mixed-methods designs to enhance
validity through triangulation, combining numerical data with contextual insights. The quantitative
component involved a survey to assess the types of microfinance services accessed, their impact
on financial performance (e.g., revenue growth, profitability), and challenges faced. The
qualitative component included semi-structured interviews to explore contextual and operational

challenges in utilizing microfinance services.

This design aligns with Sarfo et al. (2024), who used partial least squares structural equation
modeling (PLS-SEM) and qualitative analysis to study microfinance in Ghana, and Fu and Krauss
(2024), who employed structured questionnaires and qualitative data in Malaysia, supporting its

suitability for Bukwo’s context.
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3.2 Study Population

The study population comprised SMEs in Bukwo Town Council that accessed microfinance
services from registered microfinance institutions (MFIs) between 2020 and 2025. According to
the Bukwo Town Council Business Registry (2024), approximately 350 SMEs operate in the area,
engaged in retail trade, agro-processing, and small-scale manufacturing. The target population was
narrowed to 200 SMEs that engaged with MFIs, as reported by the local Microfinance Support
Centre office (2024). This population included SME owners, managers, and employees involved

in financial decision-making.

3.3 Sample Size Determination

The sample size was determined using the Yamane (1967) formula, suitable for finite populations

and widely used in SME research (Lakuma et al., 2019). The formula is:

[ n=\frac{N}1 + N(e"2)} ]

Where:

e (n)=sample size
e ( N) = population size (200 SMEs)

e (e)=margin of error (0.05 for a 95% confidence level)

Substituting the values: [ n = \frac{200}{1 + 200(0.05"2)} ] [ n = \frac{200}{1 + 200(0.0025)} ]
[ n=\frac{200}{1 + 0.5} ] [ n = \frac{200}{1.5} ] [ n \approx 133 ]

To validate this, the Krejcie and Morgan (1970) table was consulted. For a population of 200 at a
95% confidence level and 5% margin of error, the table recommends a sample size of 132. Given
the close alignment between the Yamane formula (133) and the Krejcie and Morgan table (132),
a sample size of 133 was adopted to ensure representativeness and account for potential non-

responses.
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The Krejcie and Morgan table provides sample sizes for various population sizes at a 95%

confidence level and 5% margin of error.

The table below shows the recommended sample sizes for various population sizes (N) at a 95%

confidence level and a 5% margin of error:

Population Size (N) Sample Size (n)

50 44

100 80

150 108
200 132
250 152
300 169
350 184
400 196
500 217
1000 278

Source: Adapted from Krejcie, R. V., & Morgan, D. W. (1970) and adopted by Cherotich Victor
(2025).

Explanation Relevant to Your Study

Population Size (N = 200): According to the Krejcie and Morgan table, for a population of 200
SMEs, the recommended sample size is 132. This aligns closely with the sample size of 133
calculated using the Yamane (1967) formula in your study ([ n = \frac{200} {1 +200(0.05"2)} ] =
133), as detailed in Section 3.4. The slight difference (132 vs. 133) is negligible, and your choice

of 133 accounts for potential non-responses, ensuring representativeness.
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Context: The table confirms that your sample size selection is consistent with established statistical

guidelines for finite populations, reinforcing the robustness of your methodology.

Qualitative Component: As noted in your study, purposive sampling was used to select 15 SME
owners for interviews, which complements the quantitative sample and aligns with Saunders et al.

(2016) for in-depth qualitative insights.

For the qualitative component, purposive sampling selected 15 SME owners for interviews, as
recommended by Saunders et al. (2016) for in-depth qualitative insights in SME studies. This
aligns with Ghimire et al. (2025), who used a smaller qualitative sample to complement

quantitative data in Nepal.

3.4 Sample Frame

The sample frame was a comprehensive list of the 200 SMEs in Bukwo Town Council that
accessed microfinance services between 2020 and 2025, as documented by the local Microfinance
Support Centre office (2024). This list included SME names, sectors (retail trade, agro-processing,
small-scale manufacturing), and contact details of owners or managers. The frame was obtained
from the Microfinance Support Centre’s database, cross-verified with the Bukwo Town Council
Business Registry (2024) to ensure accuracy and completeness. According to Saunders et al.
(2016), a well-defined sample frame is critical for reducing sampling errors and ensuring

representativeness in survey-based research.

3.5 Sampling Techniques

The study employed two sampling techniques: stratified random sampling for the quantitative

survey and purposive sampling for the qualitative interviews.

3.5.1 Stratified Random Sampling

Stratified random sampling was used to ensure representation across SME sectors (retail trade,
agro-processing, and small-scale manufacturing). The 200 SMEs in the sample frame were divided
into strata based on their sector, with proportional allocation applied to select 133 respondents. For

example, if retail trade comprised 50% of the population (100 SMEs), 50% of the sample (67
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SMESs) was drawn from this stratum. Random selection within each stratum was achieved using a
random number generator to assign numbers to SMEs in the sample frame, ensuring unbiased
selection. This approach reduces sampling bias and ensures representativeness, as supported by
Saunders et al. (2016). The Krejcie and Morgan (1970) table confirmed the sample size of 132 for
a population of 200, closely aligning with the Yamane calculation of 133, justifying the sample

size selection.

3.5.2 Purposive Sampling

Purposive sampling was used to select 15 SME owners with at least three years of experience with
microfinance services for semi-structured interviews. These ensured participants could provide
detailed insights into the benefits and challenges of microfinance, aligning with Turyahikayo
(2015), who used purposive sampling to study financial challenges among Ugandan SMEs.
Selection criteria included active engagement with MFIs and diversity in business sectors to

capture varied perspectives.

3.6 Sources of Data

The study utilized both primary and secondary data sources to ensure a comprehensive dataset for
addressing the research objectives.

3.6.1 Primary Data Sources

Primary data were collected directly from SME owners, managers, and employees in Bukwo Town
Council through:

Structured Questionnaires: Administered to 133 SME owners or managers to gather quantitative
data on microfinance services accessed, financial performance metrics (e.g., revenue growth,
profitability, loan repayment rates), and challenges faced. The questionnaires were distributed in

person to ensure high response rates and clarity.

Semi-Structured Interviews: Conducted with 15 SME owners to obtain qualitative insights into
the benefits, challenges, and contextual factors affecting microfinance utilization. Interviews were

conducted face-to-face, allowing for in-depth exploration of participants’ experiences.
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Primary data collection aligns with Lakuma et al. (2019), who used surveys and interviews to study

financial inclusion among Ugandan SMEs, ensuring relevance to the local context.

3.6.2 Secondary Data Sources

Secondary data were obtained from existing records and reports to provide contextual and baseline

information:

Bukwo Town Council Business Registry (2024): Provided data on the total number of SMEs

(approximately 350) and their sectoral distribution.

Microfinance Support Centre Reports (2024): Supplied information on the 200 SMEs that engaged

with MFIs in Bukwo, including loan disbursements and repayment trends.

Published Literature: Studies such as Sarfo et al. (2024), Fu and Krauss (2024), and Chandel and

Gupta (2025) were reviewed to contextualize findings and validate instruments.

Government and NGO Reports: Reports from the Uganda Bureau of Statistics (UBOS) and the

Microfinance Support Centre provided economic and financial inclusion data for eastern Uganda.

Secondary data were used to triangulate primary findings, enhancing the study’s reliability, as

recommended by Saunders et al. (2016).

3.7 Data Collection Methods

Data was collected using surveys and semi-structured interviews to capture both quantitative and
qualitative insights into the impact of microfinance services on SME performance in Bukwo Town

Council.

3.7.1 Surveys

Surveys involved administering a structured questionnaire to 133 SME owners or managers to
collect guantitative data on microfinance services accessed (e.g., loans, savings, insurance),
financial performance metrics (e.g., revenue growth, profitability, loan repayment rates), and

challenges faced (e.g., high interest rates, repayment schedules). The questionnaire, adapted from
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validated instruments by Sarfo et al. (2024) and Lakuma et al. (2019), is tailored to the Bukwo
context and includes 5-point Likert-scale (1 = Strongly Disagree, 5 = Strongly Agree) and closed-
ended questions. Surveys offer scalability, standardization, and statistical robustness, enabling
regression analysis to test the hypothesis (H1: Access to microfinance services has a significant

positive effect on SME financial performance).

The questionnaires were distributed in person by trained enumerators to ensure high response rates
and clarity, addressing potential response bias. A digital version (e.g., Google Forms) will be
developed for SMEs with digital access, pilot-tested for usability. Surveys were conducted during
non-peak business hours, with follow-up visits or calls to non-respondents within one week to
achieve a 90% response rate. Responses were entered into SPSS (Version 26) daily with double-

entry checks to ensure accuracy.

3.7.2 Semi-Structured Interviews

Semi-structured interviews were conducted with 15 SME owners, selected via purposive sampling,
to explore qualitative aspects such as contextual challenges (e.g., socio-cultural barriers, low
digital literacy) and perceived impacts of microfinance (e.g., business expansion). The interview
guide, based on Putta (2023), includes 10 open-ended questions, pilot-tested for clarity. Interviews
were audio-recorded with consent, transcribed verbatim, and analyzed thematically using NVivo.

This method provides rich, contextual data, complementing survey findings through triangulation.

Interviews were scheduled at participants’ convenience, conducted face-to-face in their preferred
language (e.g., Kupsabiny or English) at business premises or community venues, lasting 30-45
minutes. Trained interviewers will use a standardized protocol, with flexibility to probe emerging
themes. Transcripts were coded within 48 hours, stored securely, and monitored for thematic

saturation to ensure data depth.

3.8 Data Collection Instruments

Data collection instruments in this study refer to the structured tools designed to systematically
gather both quantitative and qualitative data to investigate the effect of microfinance services on

the performance of small and medium enterprises (SMEs) in Bukwo Town Council, Uganda. The
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study employed two specific instruments as part of its mixed-methods design: a structured
questionnaire and a semi-structured interview guide. These instruments are tailored to collect data
on demographic characteristics, microfinance services accessed, financial performance indicators,
and challenges faced by SMEs, ensuring alignment with the study’s objectives and hypothesis (H1:

Access to microfinance services has a significant positive effect on SME financial performance).

The study utilized two instruments aligned with the mixed-methods design:

Questionnaire: A structured questionnaire is a standardized tool with closed-ended questions
organized into four sections. A 30-item structured questionnaire with four sections: (1)
demographic information (e.g., age, gender, business sector), (2) types of microfinance services
accessed (e.g., loans, savings), (3) financial performance indicators (e.g., revenue growth,
profitability), and (4) challenges (e.g., repayment pressures). It uses a 5-point Likert scale (1 =

Strongly Disagree, 5 = Strongly Agree) and closed-ended questions..

Preparation: The questionnaire was finalized after incorporating feedback from a pilot test with 30
SMEs to improve clarity and relevance. It was adapted from validated instruments by Sarfo et al.
(2024) and Lakuma et al. (2019) to suit Bukwo’s context.

Target Respondents: The questionnaire is administered to 133 SME owners or managers in Bukwo
Town Council who have accessed microfinance services (e.g., loans, savings) between 2020 and
2025. These respondents are selected using stratified random sampling to ensure representation
across SME sectors (retail trade, agro-processing, small-scale manufacturing), as outlined in
section 3.5.1. The sample frame is derived from the Microfinance Support Centre’s database
(2024), cross-verified with the Bukwo Town Council Business Registry (2024), ensuring a

comprehensive list of 200 eligible SMEs.

Rationale: SME owners or managers are targeted because they are directly involved in financial
decision-making and can provide accurate data on microfinance services, financial performance
(e.g., revenue growth, profitability), and challenges (e.g., repayment pressures). The large sample

size ensures statistical robustness for regression analysis to test the study’s hypothesis.
Administration:
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In-Person: Trained enumerators distribute the questionnaire to 133 SME owners or managers
during non-peak business hours to ensure high response rates and clarity. Enumerators address

respondent queries to minimize response bias.

Digital Version: A digital version (e.g., via Google Forms) is provided for SMEs with digital
access, pilot-tested for usability. Follow-up visits or calls within one week target non-respondents

to achieve a 90% response rate.

Data Entry and Analysis: Responses are entered into SPSS (Version 26) daily, with double-entry
verification to ensure accuracy. Descriptive statistics (e.g., means, frequencies, standard
deviations) summarize microfinance services and challenges, while regression analysis tests the
relationship between microfinance services and financial performance (e.g., revenue growth,

profitability).

Timing and Logistics: Surveys are conducted systematically, with enumerators trained to
standardize administration and address potential issues like language barriers (e.g., using

Kupsabiny or English as needed).

Advantages of using the Questionnaire

Standardization: The structured format with closed-ended questions and a 5-point Likert scale
ensures consistent data collection across respondents, facilitating comparability and reducing

subjectivity.

Scalability: It can be administered to a large sample (133 SMEs) efficiently, making it suitable for

the study’s quantitative component targeting a broad population.

Quantifiable Data: The Likert scale produces numerical data amenable to statistical analysis in
SPSS, enabling descriptive statistics (e.g., means, frequencies) and regression analysis to test the

study’s hypothesis.

Reliability and Validity: Pilot testing confirmed high reliability (Cronbach’s Alpha > 0.76) and
content validity (CVI = 0.87), ensuring the instrument measures what it intends to with

consistency.
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Time and Cost Efficiency: Quick to administer and analyze, especially with digital versions,

reducing logistical costs and respondent burden.

High Response Rate: In-person distribution by trained enumerators, supplemented by a digital

version, enhances response rates (targeting 90%).

Interview Guide: An interview guide is a semi-structured or structured tool used in qualitative
research to facilitate interviews by providing a set of predetermined open-ended questions or topics
designed to elicit detailed, in-depth responses from participants. In the context of the study outlined
in section 3.8, the interview guide consists of 10 open-ended questions tailored to explore SME
owners’ experiences, benefits, and challenges related to microfinance services in Bukwo Town
Council, Uganda. It was pilot-tested with five SME owners, achieving a Content Validity Index
(CVI) of 0.85, ensuring relevance, and allows flexibility for interviewers to probe further based on

responses, enabling the collection of rich, contextual data for thematic analysis in NVivo.

A semi-structured guide with 10 open-ended questions exploring experiences, benefits, and

challenges of microfinance services.

Preparation: The guide was refined post-pilot testing with five SME owners to ensure clarity and

relevance. It is based on Putta (2023) and tailored to explore contextual challenges in Bukwo.

Target Respondents: The interview guide is used with a subset of 15 SME owners selected via
purposive sampling (section 3.5.2). These respondents have at least three years of experience with
microfinance services and represent diverse business sectors (retail trade, agro-processing, small-
scale manufacturing) to capture varied perspectives. The selection criteria ensure participants can
provide in-depth insights into the benefits and challenges of microfinance, as supported by
Turyahikayo (2015).

Rationale: SME owners are chosen for interviews because their direct experience with
microfinance services allows them to articulate qualitative insights into operational and contextual
factors (e.g., socio-cultural barriers, business expansion impacts). The smaller sample size is
appropriate for qualitative depth, complementing the broader quantitative data from the

guestionnaire.
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Administration:

Trained interviewers conduct face-to-face interviews with 15 purposively selected SME owners,
scheduled at participants’ convenience (e.g., at business premises or community venues).
Interviews last 3045 minutes and are conducted in the respondent’s preferred language (e.g.,

Kupsabiny or English).

Audio recordings are made with participant consent, and interviewers follow a standardized

protocol while retaining flexibility to probe emerging themes.
Data Processing and Analysis

Interviews are transcribed verbatim within 48 hours, stored securely, and coded in NVivo for
thematic analysis, following Braun and Clarke’s (2006) framework. Thematic saturation is

monitored to ensure sufficient data depth.

Quality Control: Interviewers are trained to maintain consistency, and transcripts are cross-
checked for accuracy. The semi-structured format allows exploration of unique Bukwo-specific

issues, such as low digital literacy or socio-cultural barriers.
Advantages:

Depth of Insight: Open-ended questions allow respondents to provide detailed, nuanced
perspectives on microfinance experiences, capturing contextual factors (e.g., socio-cultural

barriers, low digital literacy) not easily quantified.

Flexibility: The semi-structured format enables interviewers to adapt questions or probe further

based on responses, uncovering unexpected themes relevant to the Bukwo context.

Triangulation: Qualitative data complements quantitative findings, enhancing the validity of

results through cross-verification, as supported by Creswell and Creswell (2018).

Contextual Relevance: Tailored to Bukwo’s semi-urban setting, it addresses unique challenges

(e.g., agricultural SME dominance), aligning with the study’s originality.
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Validity: A CVI of 0.85 confirms the questions are relevant, and pilot testing ensured clarity and

appropriateness for SME owners.
3.9 Validity and Reliability of Instruments
3.9.1 Validity

Content validity was ensured through a panel of five experts (two academic researchers, two MFI
representatives, one SME consultant) who reviewed the questionnaire and interview guide. The

Content Validity Index (CVI) was calculated using Lynn’s (1986) formula:

[ CVI = \frac{\text{Number of experts rating item as relevant (3 or 4 on a 4-point
scale) } }H{\text{Total number of experts}} ]

Each item was rated on a 4-point scale (1 = Not Relevant, 4 = Highly Relevant). Items with a CVI
of 0.8 or higher were retained, as recommended by Polit and Beck (2006). The average CVI was
0.87 for the questionnaire and 0.85 for the interview guide, indicating high content validity. Face
validity was confirmed through pilot-testing with 10 SMEs in a neighboring town council, refining

question clarity.
3.9.2 Reliability

Reliability was assessed using Cronbach’s Alpha (Nunnally, 1978). The questionnaire was pilot-
tested with 30 SMEs, yielding Cronbach’s Alpha values of 0.82 (financial performance), 0.79

(microfinance services), and 0.76 (challenges), confirming acceptable reliability (>0.7).
3.10 Data Analysis

Quantitative data were analyzed using SPSS (Version 26). Descriptive statistics (frequencies,
means, and standard deviations) summarized microfinance services and challenges. Regression
analysis tested the hypothesis (H1: Access to microfinance services has a significant positive effect
on SME financial performance), examining the relationship between microfinance services
(independent variable) and financial performance indicators (dependent variables: revenue growth,
profitability). This aligns with Lakuma et al. (2019).
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Qualitative data were analyzed using thematic analysis (Braun & Clarke, 2006). Transcripts were
coded using NVivo to identify themes related to benefits and challenges of microfinance.
Triangulation of quantitative and qualitative findings, supported by secondary data, enhanced

result robustness.

3.11 Ethical Considerations

The study adhered to ethical principles:

i. Informed Consent: Participants received information about the study’s purpose,
procedures, and rights, with written consent obtained.
i.  Confidentiality: Data were anonymized, and questionnaires and transcripts were stored
securely.
iii.  Voluntary Participation: Participants could withdraw at any time without consequences.
iv.  Ethical Approval: The study was approved by the Research Ethics Committee of Uganda
Christian University.

3.12 Originality of the Study

This study contributes to the existing body of knowledge by examining the effect of microfinance
services on SME performance in the specific context of Bukwo Town Council, a semi-urban area
in eastern Uganda with limited prior research. While studies such as Sarfo et al. (2024) and Fu and
Krauss (2024) explored microfinance in Ghana and Malaysia, few have focused on rural Ugandan
contexts like Bukwo, where agricultural SMEs dominate. The study’s originality lies in its mixed-
methods approach, combining quantitative financial performance metrics with qualitative insights
into local challenges, such as low digital literacy and socio-cultural barriers, which are
underexplored in the literature (Nasiri et al., 2020). Additionally, the study tests a specific
hypothesis (H1: Access to microfinance services has a significant positive effect on SME financial
performance) in a region with unique economic and infrastructural constraints, providing context-
specific evidence to inform policy and practice. This focus addresses a gap noted by Chandel and
Gupta (2025), which highlighted the need for region-specific microfinance research to account for

local disparities.
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3.13 Conclusion

This chapter outlined the mixed-methods research design used to investigate microfinance’s
impact on SME performance in Bukwo Town Council. It detailed the population, sample size
(determined using the Yamane formula and validated by the Krejcie and Morgan table), sample
frame, sampling techniques, sources of data, data collection methods, and analysis procedures. The
CVI formula ensured content validity, and Cronbach’s Alpha confirmed reliability. Ethical
considerations were prioritized, and the study’s originality was highlighted. This methodology

provides a robust framework to address the research objectives and test the hypothesis.
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CHAPTER FOUR

DATA PRESENTATION, ANALYSIS, AND INTERPRETATION

4.0 Introduction

This chapter presents, analyzes, and interprets the data collected to evaluate the effect of
microfinance services on the performance of selected small and medium enterprises (SMESs) in
Bukwo Town Council, Uganda. The findings address the research objectives: (1) to assess the
types of microfinance services accessed by SMEs, (2) to examine the relationship between
microfinance services and SME financial performance, and (3) to identify challenges faced by
SMEs in accessing and utilizing microfinance services. Data were collected using a mixed-
methods approach, combining quantitative surveys (133 SMEs) and qualitative semi-structured
interviews (15 SME owners), as outlined in Chapter Three. The analysis employs descriptive

statistics, regression analysis, and thematic analysis, triangulated to ensure robust findings.

4.1 Response Rate
Of the 133 questionnaires distributed to SME owners or managers, 126 were returned fully

completed, yielding a response rate of 94.7%. This high response rate, achieved through in-person
distribution and follow-up, aligns with Saunders et al. (2016) recommendations for minimizing
non-response bias. All 15 scheduled interviews were conducted successfully, providing rich
qualitative data. The high response rates enhance the reliability and representativeness of the

findings.

4.2 Demographic Characteristics of Respondents

The demographic profile of the 126 survey respondents is summarized below:

* Gender: 58% male (73 respondents), 42% female (53 respondents), reflecting a relatively

balanced gender distribution among SME owners in Bukwo.
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» Age: 25% aged 18-25 (31 respondents), 45% aged 26-35 (57 respondents), 20% aged 36-45
(25 respondents), 10% aged 46+ (13 respondents), indicating a predominantly young and middle-

aged entrepreneurial population.

* Sector: 50% retail trade (63 respondents), 30% agro-processing (38 respondents), 20% small-
scale manufacturing (25 respondents), consistent with Bukwo’s economic structure. Experience
with Microfinance: 60% had 3-5 years of engagement with microfinance institutions (MFIs) (76
respondents), 30% had 1-3 years (38 respondents), 10% had over 5 years (12 respondents). These
demographics provide context for interpreting the findings, as sector and experience may influence

microfinance utilization, aligning with Sarfo et al. (2024).

Table 2 showing Demographic Characteristics of Respondents

Demographic Category Description Number of Percentage
Respondents

Gender Male 73 58%
Female 53 42%

Age 18-25 31 25%
26-35 57 45%
3645 25 20%
46+ 13 10%

Sector Retail Trade 63 50%
Agro-processing 38 30%
Small-scale Manufacturing 25 20%

Experience with

Microfinance 3o years 76 o0%
1-3 years 38 30%
Over 5 years 12 10%

Source: Primary data (2025)
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4.3 Types of Microfinance Services Accessed by SMEs

Research Question 1: What types of microfinance services are accessed by SMEs in Bukwo Town
Council? 1 Quantitative data from the survey revealed the following distribution of microfinance

services accessed:

Table 1: Types of Microfinance Services Accessed by SMEs

Microfinance Service|Frequency|Percentage (%)
Microloans 110 87.3
Savings Accounts 85 67.5
Business Training 62 49.2
Insurance Products |25 19.8

Source: Primary data (2025)

Microloans were the most accessed service (87.3%), reflecting SMEs’ need for capital to expand
operations, consistent with Lakuma et al. (2019). Savings accounts were utilized by 67.5% of
respondents, indicating a focus on financial security. Business training (49.2%) was less common,
suggesting limited access or awareness, while insurance products (19.8%) were least accessed,
possibly due to low perceived value or availability. Qualitative interviews provided deeper
insights. One SME owner in retail trade noted, “Loans help me restock inventory, but training is
hard to get because it’s not offered regularly.”” Another agro-processing SME owner stated,
“Savings accounts give me a buffer for lean seasons, but I don’t know much about insurance.”’
These findings align with Putta (2023), who noted limited access to non-financial services in India,

highlighting a gap in Bukwo’s MFTI offerings.
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4.4 Relationship between Microfinance Services and Financial Performance

Research Question 2: How do microfinance services influence the financial performance of SMEs
in Bukwo Town Council? To examine this relationship, regression analysis was conducted using
SPSS (Version 26). The independent variable was access to microfinance services (measured by a
composite score of loan access, savings, and training utilization), and the dependent variables were
financial performance indicators (revenue growth and profitability) over the period 2020— 2025.
The hypothesis tested was: H1: Access to microfinance services has a significant positive effect
on SME financial performance.

Table 2: Regression Analysis Results

Dependent Variable|Coefficient (B)(|Std. Error|t-value|p-value

Revenue Growth 0.62 0.08 7.75 |<0.001

Profitability 0.55 0.09 6.11 |<0.001

Source: Primary data (2025)

The R-squared values were 0.48 for revenue growth and 0.42 for profitability, indicating that
microfinance services explain 48% and 42% of the variance in these outcomes, respectively. These
findings support H1 and align with Sarfo et al. (2024), who found that microfinance enhances SME
performance in Ghana. 2 Qualitative data corroborated these results. An agro-processing SME
owner stated, “The loan I took in 2022 helped me buy new equipment, doubling my revenue.’’
However, a manufacturing SME owner noted, “Training helped me manage finances better, but
loan interest rates eat into profits.”” These insights suggest that while microfinance drives financial

performance, high interest rates may moderate profitability gains, consistent with Putta (2023).
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4.5 Challenges Faced by SMEs in Accessing and Utilizing Microfinance Services

Research Question 3: What challenges do SMEs in Bukwo Town Council face in accessing

and utilizing microfinance services?

Quantitative data from the survey identified key challenges, rated on a 5-point Likert scale (1 =

Strongly Disagree, 5 = Strongly Agree):

Table 3: Challenges in Accessing and Utilizing Microfinance Services

Challenge Mean Score||Std. Deviation
High Interest Rates 4.2 0.9
Stringent Collateral Requirements||3.8 1.0
Limited Digital Literacy 3.6 1.1
Bureaucratic Loan Processes 3.4 1.2
Inadequate Business Training 3.2 1.3

Source: Primary data (2025)

High interest rates (mean = 4.2) and stringent collateral requirements (mean = 3.8) were the most
significant challenges, followed by limited digital literacy (mean = 3.6), bureaucratic processes
(mean = 3.4), and inadequate training (mean = 3.2). These findings align with Turyahikayo (2015),
who identified similar barriers in Uganda. Thematic analysis of interview transcripts revealed three

main themes:

1. Financial Barriers: High interest rates and collateral demands limited access. A retail SME

owner remarked, “The 18% interest rate is too high for my small margins.”’

2. Digital Access Issues: Low digital literacy and poor connectivity hindered digital finance
adoption. An agro-processing SME owner noted, “I don’t know how to use mobile banking, and

the network here is unreliable.’” This supports Nasiri et al. (2020) on digital literacy barriers.

3. Operational Constraints: Bureaucratic processes and limited training availability reduced

effectiveness. A manufacturing SME owner stated, “Loan applications take weeks, and training
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Sessions are too far away.”” These findings highlight context-specific challenges in Bukwo,
particularly the interplay of financial, digital, and operational barriers, which Chandel and Gupta
(2025) noted as critical in rural settings.

4.6 Triangulation of Findings

Triangulation of quantitative and qualitative data confirmed that microloans and savings accounts
significantly enhance SME financial performance, but high interest rates and limited digital
literacy pose substantial barriers. Secondary data from the Microfinance Support Centre (2024)
reported a 15% default rate among Bukwo SMEs, supporting survey findings on repayment
challenges due to high interest rates. These results align with Fu and Krauss (2024), who

emphasized digital finance’s potential but noted literacy barriers in rural areas.

4.7. Conclusion
The findings indicate that microloans and savings accounts are the most accessed microfinance

services in Bukwo, significantly boosting revenue growth and profitability, supporting H1.
However, challenges such as high interest rates, collateral requirements, and low digital literacy
limit effectiveness. These results provide context-specific insights into Bukwo’s SME landscape,

addressing gaps noted in the literature review (Chapter Two).
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CHAPTER FIVE

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

5.0 Introduction
This chapter summarizes the study’s findings, draws conclusions based on the research objectives,

and provides recommendations for stakeholders, including SME owners, microfinance institutions
(MFIs), policymakers, and researchers. The study evaluated the effect of microfinance services on
the performance of selected SMEs in Bukwo Town Council, Uganda, using a mixed-methods

approach.

5.1 Summary of Findings
The study addressed three objectives:

Types of Microfinance Services Accessed: Microloans (87.3%) and savings accounts (67.5%)
were the most accessed services, followed by business training (49.2%) and insurance products
(19.8%). Qualitative data highlighted limited availability of training and insurance, aligning with
Putta (2023).

Relationship with Financial Performance: Regression analysis confirmed a significant positive
effect of microfinance services on revenue growth (f =0.62, p <0.001) and profitability (p = 0.55,
p <0.001), supporting H1. Qualitative insights emphasized loans’ role in expansion but noted high

interest rates as a profitability constraint, consistent with Sarfo et al. (2024).

Challenges in Accessing and Utilizing Microfinance: High interest rates (mean = 4.2), stringent
collateral requirements (mean = 3.8), and limited digital literacy (mean = 3.6) were the primary
barriers. Thematic analysis revealed financial, digital, and operational constraints, corroborating
Turyahikayo (2015) and Nasiri et al. (2020).

Triangulation with secondary data (Microfinance Support Centre, 2024) validated these findings,

highlighting a 15% loan default rate linked to repayment challenges.
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5.2 Conclusions
The study concludes that microfinance services significantly enhance SME performance in Bukwo

Town Council, particularly through microloans and savings accounts, which drive revenue growth
and profitability. However, the effectiveness of these services is constrained by high interest rates,
stringent collateral requirements, and low digital literacy, particularly in a rural context with
limited digital infrastructure. These findings address gaps in the literature (e.g., Chandel and
Gupta, 2025) by providing context-specific evidence for Bukwo, confirming microfinance’s
potential while highlighting localized barriers. The mixed-methods approach ensured robust
insights, aligning with Lakuma et al. (2019) and Fu and Krauss (2024).

5.3 Recommendations
Based on the findings, the following recommendations are proposed:

 Lower Interest Rates: Reduce interest rates to affordable levels (e.g., below 15%) to enhance
SME profitability and reduce default rates, as high rates were a major barrier (mean = 4.2).

» Expand Non-Financial Services: Increase the availability of business training and financial
literacy programs, as only 49.2% of SMEs accessed training. Regular workshops in Bukwo could
address this gap. * Enhance Digital Access: Develop user-friendly digital platforms and provide
digital literacy training to overcome connectivity and literacy barriers, aligning with Fu and Krauss
(2024).

* Seek Training Opportunities: Actively participate in available MFI training to improve financial

management and business skills, addressing the low uptake (49.2%).

* Leverage Savings Accounts: Increase utilization of savings accounts (67.5% accessed) to build

financial resilience against economic shocks.

* Subsidize Interest Rates: Implement subsidies or guarantees to lower MFI interest rates, as

suggested by Rubin and Ben-Aharon (2021), to improve access for Bukwo SMEs.

» Improve Digital Infrastructure: Invest in rural connectivity and digital literacy programs to

support digital finance adoption, addressing findings from Nasiri et al. (2020).

» Tailored Policies: Develop region-specific policies for rural areas like Bukwo, focusing on

reducing collateral requirements and streamlining loan processes.
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Appendix 1

Structured Questionnaire

The Effect of Microfinance Services on SME Performance in Bukwo Town
Council

Instructions:

This questionnaire is designed to collect data on the effect of microfinance services on the
performance of small and medium enterprises (SMEs) in Bukwo Town Council, Bukwo District.
Your responses are crucial for this research and will be treated with confidentiality. Please answer
all questions honestly by ticking the appropriate box or filling in the required information. The
questionnaire will take approximately 10-15 minutes to complete. For any queries, contact the

enumerator or research team.

Section 1: Demographic Information

Please provide the following details about yourself and your business.

1. Gender
L] Male
L  Female

2. Age Group
O 18-25
O  26-35
0 36-45
O 46+

3. Business Sector
[J  Retail Trade
1 Agro-processing
1  Small-scale Manufacturing
4. Years of Engagement with Microfinance Institutions (MFIs)
[J Lessthan 1 year
L] 1-3years
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] 3-5years
[J  Over5 years

Response (Tick or

Question Response Options Fill
[

Gender Male, Female

Age Group 18-25, 26-35, 36-45, 46+

) Retail ~ Trade, Agro-processing, Small-scale
Business Sector )
Manufacturing

Years with

MEI Less than 1 year, 1-3 years, 3-5 years, Over 5 years
S

Section 2: Types of Microfinance Services Accessed

Please indicate whether you have accessed the following microfinance services between 2020 and

2025 by ticking the appropriate box.

5. Microloans
L] Yes
LJ No

6. Savings Accounts
L] Yes
LI No

7. Business Training
L] Yes
LINo

8. Insurance Products
L] Yes
LI No
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Microfinance Service|Response (Yes/No)

Microloans

Savings Accounts

Business Training

Insurance Products

Section 3: Financial Performance Indicators

Please rate the extent to which microfinance services have impacted your business performance
using the 5-point Likert scale:
(1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree)

9. Microfinance services have increased my business’s revenue  growth.
01 0OJ2 0J3 04 0I5

10. Microfinance services have improved my business’s profitability.
01 0OJ2 0J3 04 0I5

11. Access to microfinance has enabled my business to expand (e.g., new products, markets).

01 02 O3 04 0I5

12. Microfinance services have improved my business’s loan repayment capacity.

01 0J2 0J3 04 0I5

1 (Strongly|2 3 4 5 (Strongly
Statement
Disagree) (Disagree)||(Neutral)||(Agree) ||Agree)

Increased revenue growth

Improved profitability

Enabled business expansion

Improved loan repayment

capacity
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Section 4: Challenges in Accessing Microfinance Services

Please rate the extent to which the following challenges affect your ability to utilize microfinance
services using the 5-point Likert scale:

(1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree)

13. High interest rates are a significant barrier to accessing microfinance.
01 002 O3 04 5

14. Stringent  collateral requirements make it difficult to obtain microfinance.
01 002 O3 04 5

15. Limited digital literacy hinders my ability to wuse microfinance services.
001 002 O3 04 5

16. Bureaucratic ~ loan  processes delay access to  microfinance  services.
001 002 O3 04 5

17. Inadequate business training limits the effectiveness of microfinance services.
01 02 O3 04 5

1 (Strongly||2 3 4 5 (Strongly

Challenge _ _
Disagree) (Disagree) |(Neutral) |((Agree) ||Agree)

High interest rates

Stringent collateral

requirements

Limited digital literacy

Bureaucratic loan

processes

Inadequate business

training
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Additional Comments
18. Please provide any additional comments or challenges you face in accessing microfinance

services:

End of Questionnaire
Thank you for your participation! Your responses will contribute to understanding the impact of

microfinance on SMEs in Bukwo Town Council. For further inquiries, contact the research team

via the enumerator.
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APPENDIX II: DATA COLLECTION LETTER
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Appendix III: MAP SHOW THE AREA OF STUDY

BUKWO TOWN COUNCIL, BUKWO DISTRICT
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