[image: ]

EFFECTS OF FINANCIAL MANAGEMENT PRACTICES ON PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES

By

SAMIR DIN

REG NO. J21B33/202

A RESEARCH PROPOSAL SUBMITTED TO THE SCHOOL OF BUSINESS IN PARTIAL FULFILMENT OF THE REQUIREMENTS OF THE AWARD OF A DEGREE OF BACHELORS OF SCIENCE IN ACCOUNTING AND FINANCE

UGANDA CHRISTIAN UNIVERSITY

2023




		TABLE OF CONTENTS
TABLE OF CONTENTS	i
APPROVAL	v
DEDICATION	vi
ACKNOWLEDGEMENT	vii
ABSTRACT	viii
CHAPTER ONE: INTRODUCTION	1
1.0 Introduction	1
1.1 Background of the study	1
1.2 Problem statement	3
1.3 General objective of the study	4
1.4 Specific objectives of the study	4
1.5 Research questions	4
1.6 Scope of the study	4
1.6.1 Subject scope	4
1.6.2 Time scope	5
1.6.3 Area/geographical scope	5
1.7 Significance of the study	5
CHAPTER TWO: LITERATURE REVIEW	6
2.0 Introduction	6
2.1 Working capital management and financial performance	6
2.2 Capital structure management and financial performance	8
2.2.1 Capital Structure Irrelevant Theory:	9
2.2.2 Trade-Off Theory	9
2.2.3 Pecking Order Theory	10
2.2.4 Signaling Theory	10
2.3Fixed Asset management and financial performance	11
2.3.1 Return on assets	12
CHAPTER THREE: RESEARCH METHODOLOGY	15
3.0 Introduction	15
3.1 Research Design	15
3.2 Study population	15
3.3 Sample size	15
3.3.1 Sample Size Determination	15
3.4 Sampling technique	16
3.4.1 Purposive sampling	16
3.4.2 Random sampling	16
3.5Data collection methods and instruments	16
3.6 Data sources	17
3.7.1 Reliability	17
3.7.2 Validity	18
3.8 Data analysis	18
3.9 Ethical consideration	18
CHAPTER FOUR:  DATA PRESENTATION, ANALYSIS AND INTERPRETATION OF THE FINDINGS	19
4.0 Introduction	19
4.1 Response rate of the study	19
4.2 Demographic characteristics of respondents	20
4.2.1 Gender of respondents	20
4.2.2 Age of the respondents	20
4.2.3 Education level of the respondents	21
4.2.4 Work experience of the respondents	22
4.3Financial management practices used by the organization.	22
4.3.1 Findings on capital structure management	23
4.3.2 Findings on working capital management	26
4.3.3 Findings on fixed asset management	32
CHAPTER FIVE: DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS	36
5.0 INTRODUCTION	36
5.1 Summary of major findings	36
5.1.1 Findings on working capital management	36
5.1.2 Findings on capital structure management	38
5.1.3 Findings on fixed asset management	38
5.2 Conclusions	39
5.3 Recommendations	40
REFERENCES	42
APPENDICES	46
APPENDIX 1: QUESTIONNAIRE	46























LIST OF TABLES
Table 1: Showing respondents Distribution.	16
Table 2: GENDER OF RESPONDENTS	20
Table 3: Age of the respondents	21
Table 4: Showing education level of respondents	21
Table 5: Time spent in the organization	22
Table 6: Contribution of financial management practices on organizational performance	23
Table 7: Statistics	24
Table 8: Appropriateness of the capital structure	24
Table 9: Utilization of debt facility to the company's capabilities	25
Table 10: Reliance on equity capital only	25
Table 11: Optimization of capital structure to reduce overall cost of capital	26
Table 12: Statistics	27
Table 13: Presence of a working capital management system	28
Table 14: Maintenance of inventory records which are updated regularly	29
Table 15: Maintenance of optimal Cash balances	30
Table 16: Sufficient cashflows are ensured to meet daily needs	31
Table 17: Cash flow forecasts are prepared to identify future surpluses and deficits.	32
Table 18: Statistics	33
Table 19: Maintenance of a fixed asset register	34
Table 20: Capital expenditure on fixed assets being authorized by senior management	34
Table 21: Repair and maintenance of non-current assets carried out regularly	35
Table 22: Non-current Asset count carried out annually	35
Table 23: Presence of a standard procedure for disposal of fixed assets to minimize losses	36






DECLARATION

This research project is my original study and has not been presented for a degree level in any other university to other reward.

 Signature………………………………….                                                      Date………………………………
SAMIR DIN 
J21B33/202















[bookmark: _Toc134938512][bookmark: _Toc145309214]APPROVAL

I by certify that this research report is an original work of SAMIR DIN and has been carried out under my supervision and can be submitted for examination with my approval. 
Signature ……………………………                                                           Date …………………………………
MISS AKINYI LORRINE 
School of Business,
Uganda Christian University 



















[bookmark: _Toc134938513][bookmark: _Toc145309215]DEDICATION
I dedicate this work to family for their parental guidance and education they have given me, my supervisor for her guidance and directions in writing this report and not forgetting my friends; for giving their love and ideas during my studies.




















[bookmark: _Toc134938514][bookmark: _Toc145309216]ACKNOWLEDGEMENT

My sincere appreciation and gratitude to my supervisor Miss Akinyi Lorraine for her unending valuable guidance and support throughout the entire study period. Special thanks also goes to my family and siblings for the continuous financial support they rendered to me to carry out my research.
I am indebted to all my respondents of Coca cola Company, for their immense help offered. Without them, my study would have not been successful at all.
Finally, I thank everyone else who contributed to the outcome of this piece of work.
May the Almighty God bless you abundantly!
















[bookmark: _Toc134938515][bookmark: _Toc145309217]ABSTRACT
The study evaluated the effect of financial management practices like working capital management, capital structure management and fixed asset management on performance of a company. The study's main focus was on how financial management attributes such as working capital management, capital structure management and fixed asset management affected Coca-Cola Company’s financial performance.
The research study utilized a descriptive research design. A sample of the study consisted of 35 respondents working in the company, related to different departments. The finance executives, administrators and financial analysts of the company responded to the questionnaire that was self-administered to collect data from the respondents. Purposive and random sampling techniques were used to determine the sample size. Data analysis was done using Statistical Package for Social Scientists (SPSS) version 20 software. Data was edited, coded, and tabulated using frequencies, ensuring completeness, accuracy, and uniformity. Frequency estimates were calculated, mean and standard deviation too, was displayed using frequency tabulation. 
The company was found to have put in place robust financial management practices in form of capital structure, working capital and fixed asset management which positively affected performance in line with profitability and could be presumed to be an integral management tool for the company. 
Recommendations were further made to refine the process of determining an optimal capital structure for a company, delicately balancing equity and debt financing while considering risk tolerance, cash flow stability, and cost of debt so as  to minimize the weighted average cost of capital (WACC), leading to reduced financing expenses and increased shareholder value, and might involve strategic moves like debt refinancing or issuance, favorable supplier terms, boosting liquidity and diminishing reliance on external financing. Optimizing fixed asset utilization requires regular performance assessments considering factors such as depreciation and maintenance Long-term planning integrates these financial decisions with strategic goals, preventing short-sighted choices and fostering sustainable growth, with benchmarking against industry peers recommended to adopt successful practices for capital structure, working capital, and fixed asset management.



[bookmark: _Toc145309218]CHAPTER ONE: INTRODUCTION
[bookmark: _Toc145309219]1.0 Introduction
This will introduce the chapter, background statement of the problem, purpose of the study and the research questions, scope of the study and anticipated limitations to the study
[bookmark: _Toc145309220]1.1 Background of the study
Small and Medium Enterprises (SME) play a crucial role in the economy of many countries they contribute to employment generation, income generation, and poverty reduction financial management is one of management functional areas which is core to success of business enterprises. However, SMEs face several challenges, such as lack of access to finance. Inadequate managerial skills, and poor financial management practices inefficient financial management, combined with the uncertainty of the business environment often led Business Enterprises to serious problems (Deresse and Prabhakara, 2012).
Ineffective financial management practices, along with the unpredictability of the business landscape, frequently resulted in significant challenges for Business Enterprises.
While there are a variety of reasons why SMEs ultimately fail, financial management skills and performance are two of the most often-cited explanations. Erskine and Yong (2020)
Financial management is critical for the survival and growth of SMEs but improper financial management practices have proven to be a main cause of failures in SMEs in terms of financial difficulty, mismanagements of funds and shortage of long term funds to meet the operating cost and capital expenditure (Brigham and Ehrhardt, 2010).
According to studies, SMEs produce more than 55% of global GDP and more than 65% of total employment in high-income countries such as the United Kingdom, the United States Canada and China. (Asta and Zaneta, 2010) 
Over the years, financial management has been one of the several functional areas of management, but it is the center to the success of any business worldwide. Inefficient financial management combined with the uncertainty of the business environment often led Business enterprises to serious problems. (Aluonzi and labu Byamukama 2013)
This means that Effective financial management can improve the overall performance of SMEs whereas poor financial management can lead to failure. Therefore, it is of essence to investigate the impact of financial management on the performance of SMEs
In East Africa SMEs, for example, account for a bigger proportion of manufactured exports in more industrialized East Asian countries (56% in Chinese Taipei, more than 40% in China) and India (31.5%), compared to 15% in Tanzania and Malawi.
Small and medium-sized enterprises (SMEs) are a major source of employment, produce considerable domestic and export revenues, contribute to the overall health and welfare of economies and are an important tool in poverty reduction (Mephokee, 2010)
Micro, small, and medium-sized companies (MSME) constitute Uganda's economic development innovation, and wealth creation engine, they are dispersed across all sectors, with 40 in the service sector. 33% in commerce and trade. 10, in manufacturing, and 8% in other industries
In Uganda, small and medium enterprises cover the highest percentage and financial management of small and medium enterprises came to limelight in Uganda in early 2000s. The conference on ways for managing finances of firms took place on 30 April 2002 at the International Conference Centre in Kampala, Uganda with attendance of about 260 participants (UNCTAD, 2002) 
Most small and medium enterprise owners in Uganda consider financial management as an issue relevant only to large companies (Wanjohi et al. 2010). Financial management for SMEs has only become popular in Uganda in the early 2000 and to date there is scanty research onfinancial management practices for SMEs (Ernst and Young, 2011).
Over 2.5 million people are employed in this sector, which accounts for approximately 90% ofthe total private sector, creating over 80% of manufactured output and contributing 20% of GDP.These include corporation’s partnerships, or sole proprietorships which have fewer employees and or less annual revenue than a regularized business or corporation. Despite the definition, small businesses play a key role to the contribution of the Gross Domestic product (GDP). 
The fact is, as of 13 August 2021, Uganda has about 1.5 million micro, small and medium sized enterprises the bulk of which are micro businesses. Small businesses making up only 201 representing about 300,000-400,000 enterprises.
 It should be noted that, with the above information. The success or failure of any business depends on keeping accurate and timely accounting information to give a clear financial business image (Ankrah Mensah & Ofori-Atta, 2015)
[bookmark: _Toc145309221]1.2 Problem statement
Both emerging and developed nations have acknowledged the value of financial management methods in synchronizing organizational tasks and helping managers to comprehend the firm's current financial status and capacity to meet future financial obligations. (World Bank, 2014).
This guarantees that all business transactions are carried out in a systematic and well-organized manner. (Gormoma, 2014). Particularly, this is important to the SME sector where any mismatch in the financial practices was probable to negatively impact on the performance to a high extent
The problem of inadequate financial management in SMEs is particularly acute in developing countries like Uganda, where SMEs face additional challenges such as limited access to finance and weak institutional support. In many developing countries SMEs struggle to access formal financial services, such as bank loans, and rely instead on informal sources of finance, such as family and friends. This can result in high-interest rates and limited access to capital, which can hamper SMEs growth prospects.
Owner managers who lack professional training in management abilities, particularly financial management, typically oversee the company's finances with the help of the chief accountant Lack of expertise in financial management mixed with the unpredictability of the business environment frequently causes major issues with financial performance for businesses.
Inefficient financial management practices have adversely affected their profitability, and thiscould be due to the reason that these firms have not appointed financial managers to overseefinancial management of the company.
Kinyua (2014) aimed to identify the performance difficulties faced by SMEs. The study indicated that the performance of the SMEs under examination has been seen as being critically dependent on finances, management abilities, macro environmental factors, and infrastructure. Despite these difficulties, the study did not completely examine the elements that explain how SMEs perform. Therefore, the goal of the study was to ascertain how financial management methods affected the performance of SMEs.
However, firms have tried to adopt various financial management practices including working capital management, capital structure management, and fixed asset management, among others to improve on their financial performance most especially in profitability. Despite of the above initiatives, firms still report low or no profits. Therefore the problem to be addressed in this research is to investigate the simultaneous effects of financial management practices on firm profitability by using efficient financial management tools.
Therefore, the aim of this study is to investigate the application of principles of financial management and its effect on the overall performance of SMEs, with a focus on developing countries.
[bookmark: _Toc145309222]1.3 General objective of the study
To examine effects of financial management on performance of small and medium enterprises.

[bookmark: _Toc145309223]1.4 Specific objectives of the study
i. To find out how working capital management affects financial performance of a company.
ii. To find out how capital structure management influences performance of a company.
iii. To find out if Asset management influences organizational-performance affects fire

[bookmark: _Toc145309224]1.5 Research questions
I.How does the capital structure that is to say, the mix of debt and equity, effect the financial performance of a company? 
ii. How does working capital management effect the financial performance of a company?
iii. How do asset management practices e.g., maintenance, utilization, depreciation and disposal, affect the overall performance of an organization?

[bookmark: _Toc145309225]1.6 Scope of the study
[bookmark: _Toc145309226]1.6.1 Subject scope
The study focused on effects of financial management on performance of small and medium enterprises and wasbe limited to the objectives of how working capital management, capital structure and asset management decisions management affect financial performance of a company.
[bookmark: _Toc145309227]1.6.2 Time scope
The study looked at 5 years financial management decisions at Coca cola company from 2017-2021. 
[bookmark: _Toc145309228]1.6.3 Area/geographical scope
The research was be carried out in central region. The place was chosen because of a lot of economic activity that is carried out in this area and also due to the convenience of the researcher. Coca Cola Company limited was the case study.
The geographical scope of the study was be based in Namanve industrial area plot 964, along Jinja Road Mukono.

[bookmark: _Toc145309229]1.7 Significance of the study
The study explored the extent to which organizations in developing countries apply financial management principles and the factors that contribute to effective financial management. It also examined the relationship between financial management and organizational performance, as well as the challenges that they face. By addressing these research questions, the study was to shed light on the roles of financial management in organizations success and sustainability and provide recommendations for policymakers and organizations on how to improve financial management practice. 
To managers, the study will be useful to them in a way that they will be able to design financial management models to ensue better performance and continuity of their businesses in the foreseeable future. 
To the academics, the study will emphasize the relationship between financial management practices and attributes towards the financial performance of an organization. 
To business owners, they will be equipped with knowledge on how to keep and operate their businesses running for a longer time than they intended to be in existence and also carry out regular performance reviews to check on their performance. 



[bookmark: _Toc145309230]CHAPTER TWO: LITERATURE REVIEW
[bookmark: _Toc145309231]2.0 Introduction
This chapter gives an overview of information from other researchers who have carried out similar research in the same field of study. Specific emphasis will be put on the variables and also to discuss about the background, scope and justification of the study, this chapter reviews theoretical literatures related to the study. The chapter focuses on the relevant knowledge areas of the study. The literature also provides conceptual framework to help the researcher clarify the research questions and objectives.

[bookmark: _Toc145309232]2.1 Working capital management and financial performance
Working capital is a part of a firm's current assets. Working capital can be characterized in various ways, depending on the source. According to Keown, Martin, Petty, and Scott (2005), working capital is the sum of a company's investments in current assets or assets that are expected to be converted into cash in a year or less. The firms must balance the carrying expenses and shortfall costs that come with the investment in working capital.
The significance of working capital relates to the impact it has on profitability. Effective working capital management is the essential element that secures and guarantees sustainability, regardless of the size or type of organization. A business's long-term viability as well as its short-term financial demands can both benefit from maintaining appropriate working capital.
Efficiency is essential in working capital management. Thus it is a type of short-term resource management that is closely related to judgments about short-term investments and finances. Effective WCM has a substantial impact on profitability; this connection is crucial in commercial situations. (Akbar et al. 2021)
In several contexts, the idea of working capital has been examined. (Chang et al. 2019; Zimon and Tarighi 2021; Akbar et al. 2021).
Profitability metrics determine a company's performance. A corporation can be regarded to be functioning well financially if it utilizes its resources more effectively than its rivals or competitors. (Morara and Sibindi 2021). Profitability, according to Al-Abass (2018, p. 137), is composed of the words "profit" and "ability." Profit is the entire income or return a business generates, whereas ability is the power the business uses to generate profit and the effectiveness with which management generates this profit by maximizing all available resources. One of the tools at a company's disposal is the effective management of working capital to produce profits. A higher Internal Rate Return is the result of profitability, which is the excess of revenue over costs.
According to Kwenda and Matanda (2015), by employing effective working capital management strategies, managers can use working capital reserves and look for profitable investment opportunities without having to issue pricey, high-risk securities on the capital market and thereby avoid the signals that come with external securities. Furthermore, effective working capital management is crucial since it releases funds from a company, which is a far cheaper method than seeking outside finance. Effective working capital management is therefore essential for reducing the risk of insolvency by avoiding the external market for funding.
According to Kwenda and Matanda (2015), managers can use working capital reserves to look for profitable investment opportunities without having to issue expensive, high-risk securities on the capital market and thereby avoid the signals associated with external securities by using effective working capital management strategies. Furthermore, efficient working capital management is essential since it allows a company to discharge funds at a far lower cost than seeking outside financing. Therefore, limiting the risk of insolvency by avoiding the external market for finance requires effective working capital management. (Makori and Jagongo 2013). 
A financial manager's goal in working capital management is to concentrate on the company's immediate activities and ensure that there are sufficient cash to support those operations. Working capital management is a crucial aspect of financial management in all corporate activities. The liquidity aspects of a company's short-term current assets and current liabilities are its main focus. (Aktas et al. 2015).
The aim of working capital management, according to Ukaegbu (2014), is to make sure that a business can cover its operating costs while also making timely payments on its short-term debt. Furthermore, working capital management calls for the management of both current assets and current liabilities in order to maximize profitability and maintain liquidity levels.
The goal of working capital management is to monitor a company's current assets and obligations in order to create a balance between profitability and risk that adds to the firm's value. In order for businesses to operate effectively and efficiently, they must maintain a specific amount of working capital. For instance, if the company's working capital level is too low, it runs the risk of becoming bankrupt as well. Insufficient working capital puts companies' solvency at risk, while excess working capital reduces profits for businesses. (Aravind 2016, p. 58).
In their study, Dumbu and Raphinos (2012) discovered that the majority of Micro and Small Enterprises in Masvingo Urban's manufacturing sector did not employ effective working capital management. They participate in the sparse application of working capital management theories. The study made the following recommendations: owners should acquire training in financial management, hire qualified financial staff, and engage outside consultants to manage the working capital concerns in their businesses.
2.2 [bookmark: _Toc143416143][bookmark: _Toc145309233]Capital structure management and financial performance
According to Baker et al. (2003), the capital structure of the company is the combination of debt and equity used by the company to finance its productive assets, operations, and future expansion. It directly affects the total cost of capital and adds to the overall level of risk for the company. The choice of various debt ratios among a variety of financing options can have a significant impact on the firm value and, consequently, the wealth of the shareholders (Baker and Martin, 2011). Since capital decision is one of the most crucial aspects of corporate finance, academics and practitioners have been quite concerned about it over the past few decades.
According to Romney T.A. (2009), capital structure management (CSM) refers to managing an organization's capital structure. The combination of a company's multiple funding sources is referred to as its capital structure. The majority of businesses are financed by a mixture of debt and equity. The costs of each element of the capital structure are weighted in respect to the overall total when calculating a company's cost of capital. This determines the weighted average cost of capital (WACC) for the business. In capital planning for corporate projects, the net present value (NPV) is computed using the WACC. Achieving a lower WACC is always preferable because it will result in a higher NPV.
In his study "Problems faced by Micro Small and Medium Enterprises in Raising Debt Capital" published in 2014, Uddin discovered that the criteria for collateral security are the main obstacle to raising borrowed capital. Thus, MSMES have had very little opportunity of receiving debt finance.
MSMEs will perform better in a competitive setting if these concerns are managed effectively. In their 2013 article, Singh and Janor examined the corporate finance strategies used by the SME sector in India's northern region. They discovered that there is no capital structure adoption in the SME sector. The choice of capital structure for a business is influenced by both internal and external influences.
Taking into account a firm's investment level and degree of market power, Frangouli and Neokosmides (2000) looked at the relationship between debt to equity ratio and firm profitability. The study examined panel data for a range of businesses from 1995 to 1996. The study's key findings were: (a) Companies that prefer to self-finance their investment operations are more profitable than companies that fund investment through borrowed cash.
[bookmark: _Toc143416144][bookmark: _Toc145309234]2.2.1 Capital Structure Irrelevant Theory:
According to the hypothesis, a firm's capital structure has no bearing on its value. According to Modigliani and Miller's (1958) thesis, a company's market value is defined by its profitability rather than its capital structure preference. According to the idea, the only aspect that matters is profitability, and everything else, including capital structure, dividend policy, cash management, risk management policy, cross-shareholdings, and diversification, is irrelevant to shareholders and the value of the company. Taxes, transaction fees, and bankruptcy costs are not considered in the study. The hypothesis makes the supposition that the market is flawless and that every investor has access to all relevant information.
However, the appearance of interest encourages reduced tax payments and so enhances the firm's overall cash flows when using tax-deductible expenditures (Miller and Modigliani, 1963). The two economists actually found that the firm value is now positively correlated with financial leverage, suggesting that businesses are completely capable of enhancing their values by taking on more debt.
[bookmark: _Toc143416145][bookmark: _Toc145309235]2.2.2 Trade-Off Theory
According to Modigliani and Miller (1958), the best capital structure must be obtained through outsourcing all viable capital structure options. The idea acknowledges the tax benefit from deductible interest payments. According to Frank and Goyal (2003, 2008), SMEs should evaluate the costs and benefits of various financial tools. Internal financial solutions are balanced between marginal benefits and marginal costs. Profitable businesses favor retained earnings over debt, yet leverage has a positive relationship with profitability. The trade-off hypothesis also suggests that profitable businesses should borrow more. Profitable businesses benefit from an interest tax protection, so bankruptcy costs are minimal. The tangibility of assets and debt have a positive relationship. By evaluating investments using costs-benefits criteria, SMEs can maximize performance by applying the trade-off principle.
[bookmark: _Toc143416146][bookmark: _Toc145309236]2.2.3 Pecking Order Theory
According to Myers (1984), SMEs choose internal funding over external financing, debt over equity, and short-term debt over long-term debt. Retained earnings are preferred over debt and debt is favored over equity because of knowledge asymmetry and the expenses associated with disclosure. Finances that do not affect ownership are preferred by SMEs. Owners and managers of SMEs are aware of the effectiveness, profitability, and future prospects of their companies. External lenders anticipate that SMEs will provide internal data and operations, as well as their investment plans. According to Mazzarol (2014), pecking-order theory suggests that SMEs' size, profitability, and growth possibilities are tied to leverage.
According to Newman et al. (2012), the size and tangibility of SMEs' assets are positively correlated with size, but profitability is negatively correlated with leverage under the pecking-order theory. Leasing, trade credit, bank overdrafts, family and friends, savings, and other non-collateralized sources of funding are preferred by SMEs.
[bookmark: _Toc143416147][bookmark: _Toc145309237]2.2.4 Signaling Theory
According to Ross' hypothesis (1977), a firm's motivation to convey particular messages to investors rather than its desire to choose the optimal debt-to-equity ratio determines the ratio it chooses to use. Profitable companies may try to overstate their future growth prospects and deceive the market by unduly expanding debt above the ideal level in an effort to boost the stock price. In fact, despite managers' attempts to mislead the public, they believe that the additional cost of issuing debts will prohibit less profitable firms from taking advantage of higher leverage relative to those with better performance (Ross et al., 2013).

Additionally, Myers and Majluf (1984) suggest that managers have a tendency to be reluctant to issue equity when it is thought to be undervalued; as a result, investors have a tendency to view the issuance of stocks as a bad signal, assuming that managers only offer equity to the public if it is fairly priced or overpriced. In other words, according to the signaling hypothesis, leverage and corporate performance are positively correlated.
Only MM and Signaling, out of the four theories, support a positive relationship between leverage and company performance, whereas Agency, Trade-off, and Pecking Order support a negative correlation (Dao & Ta, 2020).
[bookmark: _Toc145309238]2.3Fixed Asset management and financial performance
Physical resources that can be viewed and assessed are known as tangible assets (Wilk & Fensterseifer, 2003). Plant, equipment, land, stocks, and financial assets (debtors, creditors, and cash on hand and in the bank) are a few of these. (Wilk et al., 2003)
Asset management in business entails the methodical incorporation of cutting-edge and environmentally friendly management techniques into a management paradigm or way of thinking, with a primary focus on the asset's sustained performance over the long term as opposed to its short-term, day-to-day operations.
In order to benefit the firm in the long run, managing physical assets entails knowing the specifics of each physical asset the organization owns and how it might benefit each asset. Nicholas (2010)
It would be challenging for the asset management team to learn from each physical asset if the organization had a big number of them. One option for a business to keep track of physical assets is to apply for and invest in software that will display asset management, asset inventory, asset utilization, and other such information. (Ang, 2014). 
The focus of this theory is on movable assets; nevertheless, the long-term competitive advantage of a company can most definitely be impacted by the acquisition of capital assets. Large outlays and one-time costs are the hallmarks of capital equipment. Buying capital equipment typically involves a sizeable down payment, which can occasionally reach millions and have financial repercussions. Therefore, purchasing capital equipment can be seen as an investment that is financed with long-term capital rather than working money.
Capital equipment's entire cost of ownership should be taken into account in addition to the purchase price (Hugo et al., 2006). Typically, capital equipment is acquired seldom. Instead of being a component of the finished product, it is gradually consumed during the production process.
Because equipment has a relatively long lifespan, it can be years before it has to be replaced, and by the time it does, the old equipment might be outdated in terms of technology. Capital equipment can bring in money for the company if the right purchase choice is made.
 According to Hurt, Dobler, and Starling (Hugo et al., 2006), top management should carefully consider the purchase of capital equipment because poor decisions could have disastrous effects on the company because it won't be able to sell the equipment in the near future for the aforementioned reason.
Taking into account a firm's investment level and degree of market power, Frangouli and Neokosmides (2000) looked at the relationship between debt to equity ratio and firm profitability. The study examined panel data for a range of businesses from 1995 to 1996. One of the study's key findings was that firms use their fixed asset investment as a strategic variable to influence profitability.
[bookmark: _Toc145309239]2.3.1 Return on assets

The profitability level is indicated by this. This ratio gauges the overall asset return after taxes and interest. The performance of management in utilizing firm resources to produce profits is demonstrated by the return on total assets or total investment.
The ratio used to gauge the net profit generated from the usage of assets, according to Lestari and Sugiharto, is the return on assets. To put it another way, the higher this ratio, the more capable the assets are of producing net profits. As a result, investors will find the company to be even more desirable. By improving a company's attractiveness, investors will find it more desirable because of the increased rate of return or dividends. Additionally, this will have an impact on the company's stock price, which will grow as a result of a rise in ROA on the stock market.
Then Return on Assets is a ratio that, according to Kasmir (2016), displays the return on the quantity of assets utilized by the company. As a result, it can be said that a company with a high return on assets will draw investors because it is believed that the company can generate high profits, which will ultimately have a positive impact on the value of dividends to be received by the company's shareholders. The stock price on the capital market will be impacted by the large number of investors that are interested in the company's shares.

The more investors who want to buy the company's shares, the price of the company's shares will tend to increase. According to Munawir (2007), the usefulness of the Return on Asset (ROA) analysis is stated as follows: 
Since its all-encompassing character is one of its main applications. If the business has adopted sound accounting procedures, management can assess the effectiveness of working capital utilization, production efficiency, and sales department effectiveness using the Return on Asset (ROA) analysis technique.
The analysis of Return on Assets (ROA) can be compared to the efficiency of capital usage in a company with other companies that are similar in order to determine if the company is under, the same, or above average if a company has industry data from which industry ratios can be produced. So, in comparison to other similar organizations, it will be possible to identify the company's faults and its strengths.

Analysis of return on assets (ROA) can be used to determine the efficiency of a division's or section's operations by assigning all expenditures and capital to the appropriate section. It is critical to calculate the rate of return at the component level in order to compare a part's efficiency to that of other business units.

• Analyzing return on assets (ROA) is another method for figuring out how profitable each item a business makes are. The profitability of each product produced by the company can be calculated by allocating capital and expenses to them using an effective product cost system. Management will be able to locate the long-term profitable things in this method.

 • In addition to being important for control purposes, Return on Assets (ROA) is also useful for planning purposes. For instance, if a company plans to grow, Return on Assets (ROA) can be utilized as part of the foundation for decision-making. 

Excess Return on Assets (ROA) according to Syamsudin (2009), namely:
• It can be used as a planning tool as well as a control tool. For instance, ROA can be used as a foundation for deciding if the company will grow. 
By putting in place a sound production cost structure, capital and expenses may be allocated to the many products that the company produces, allowing for the determination of the profitability of each one. ROA is used as a tool to measure the profitability of each product produced by the company. The most important applications of ROA are in the areas of effective capital management, effective manufacturing, and effective sales. If the organization has correctly adopted accounting practices in the sense intended, this can be accomplished.

According to the description provided above, it is possible to state clearly that return on assets (ROA) is a ratio that calculates the overall rate of return on assets used to generate a business's net profit from the purchase of assets. The company can use this ratio to keep a handle on investments made by employing ROA. A company's decision to grow its business can be based on the Return on Assets results. It can also be used as a measurement of the profitability of the products the company produces; the higher the achieved profitability, the more likely it is that the company will pay dividends to investors. ROA is a metric used to assess each company's profitability.














[bookmark: _Toc145309240]CHAPTER THREE: RESEARCH METHODOLOGY
3.0 [bookmark: _Toc143416148][bookmark: _Toc145309241]Introduction
This chapter provides an overview/blue print of the study to be adopted in the study under research design, study population, sample size and it determination, sampling technique, data collection methods and instruments, data resources and quality control
[bookmark: _Toc143416149][bookmark: _Toc145309242]3.1 Research Design
The study has adopted a cross-sectional survey design. Quantitative and qualitative study approaches have been used.
[bookmark: _Toc143416150][bookmark: _Toc145309243]3.2 Study population
The main branch employees of the Coca-Cola Company as well as personnel from several finance and administration departments made up the target group for this study. This demographic was chosen because the study's main focus was on how financial management attributes such as working capital management, capital structure management and fixed asset management affected Coca-Cola Company’s financial performance.
Size and frame of 40 respondents were chosen from the main branch of Coca-Cola Company’s population.
[bookmark: _Toc143416151][bookmark: _Toc145309244]3.3 Sample size
The sample size was chosen from the population of 40 respondents from the main branch of Coca-Cola Company’s population.
[bookmark: _Toc145309245]3.3.1 Sample Size Determination
The researcher used a mathematical formula of Yamane (1967) to determine the sample size as illustrated. 

Where N is the population and “e” is the confidence level.

Sample size = 40. 44 respondents
= 40 respondents
[bookmark: _Toc134185680][bookmark: _Toc134185811][bookmark: _Toc144584280]Table 1: Showing respondents Distribution.
	Respondents department
	No. of respondents
	Sample Size

	Finance And Accounting department
	30
	28

	Administration
	10
	8

	Total
	40
	36






[bookmark: _Toc143416152][bookmark: _Toc145309246]3.4 Sampling technique
[bookmark: _Toc145309247]3.4.1 Purposive sampling
This was used by the researcher to select respondents whom were believed to give valid information necessary regarding the study and these included the finance and accounting department and the Administration department. 
[bookmark: _Toc145309248]3.4.2 Random sampling
Random sampling was used on staff from the accounting department. Each element was selected randomly there by reducing bias and population selected had equal chance of being selected. 
[bookmark: _Toc143416153][bookmark: _Toc145309249]3.5Data collection methods and instruments
Ngechu (2004) asserts that there are numerous techniques for gathering data. The characteristics of the subjects, research topic, problem statement, aims, design, anticipated data, and findings all have a major role in the tool and instrument selection. This is so because every tool and instrument gathers a unique set of data. Donald (2006) points out that the primary and secondary data used by respondents come from two main sources.


A structured questionnaire was used to collect the information for the primary data in this study, and a documentary search was used to get the information for the secondary data. The researcher obtained an introduction letter from the university before the questionnaires were distributed. He was able to communicate with the Coca-Cola Company thanks to the letter. He explained to them the true goal of the study and the extent to which the data would only be used for that purpose. He then distributed individual questionnaires to each participant. 
After data collection, the researcher analyzed into sets of information and interpretation has been done to provide the findings to the study. Self-administered questionnaires covering all the variables in the study were used. In these questionnaires, a five point Likert scale was used to ease data processing and analysis. The scale is marked 1-5 where; 1 represented strongly disagree and 5 strongly agree. 
3.6 [bookmark: _Toc143416154][bookmark: _Toc145309250]Data sources
[bookmark: _Toc143416155]Data sources were both secondary and primary.
Primary data, or first-hand information, was gathered by the researcher utilizing primary data collection tools, whereas secondary data sources included books, journals, and trade publications. These were acquired online and via libraries.3.7 Data quality control
[bookmark: _Toc143416156][bookmark: _Toc145309251]3.7.1 Reliability
Reliability of a research instrument concerns the extent to which the instrument yields the same results on repeated trials. The researcher used re-testing method where he will administer the research instruments twice to fellow students to ensure the reliability of the instruments before going to the field. The data employed in this research study was also collected from authentic sources which include official websites and data available in the archives of the organization. Data of which was prepared by high level experts and professionals in the company. The company has copyrights and are fully responsible for the reliability of the data.
The researcher therefore trusted this data with assurance of reliability in terms of collection, compilation and measurement. The data used in this research was provided with complete references to ensure the reliability of data.
[bookmark: _Toc143416157][bookmark: _Toc145309252]3.7.2 Validity
Validity is the degree to which a test measures what is supposed to be measured validity of data collection was done through pilot testing where the researcher used fellow students who acted as the population for this initial testing because they were easy to recruit and act as a homogeneous group of people of with many similarities in demographic terms but would still be comprised of unique individuals.
Validity was also done with the help of an expert (the research supervisor)to edit the questionnaire and the interview guide. The researcher presented the interview guide to the supervisor who is an expert in the area covered by the research for editing and viewing. 
[bookmark: _Toc143416158]
[bookmark: _Toc145309253]3.8 Data analysis
After collecting data, the researcher corrected errors that had been identified from the primary data and eliminate the unusable data. After these pre-processes, data was edited which editing was done by looking through each of the field responses from questionnaire and then coded for the completeness, accuracy and uniformity. Afterwards it was entered into Statistical Package for Social Scientists (SPSS) version 20 for analysis. The software generated frequency tables for demographic and descriptive data. Mean and standard deviation was calculated and made ready for making interpretation.
[bookmark: _Toc145309254]3.9 Ethical consideration

According to Saunders et al (2009), ethics in research relates to the propriety of your conduct in light of the rights of individuals who become the subject of your study or are impacted by its conclusions. This indicates that the researcher made sure the research plan is ethically sound for everyone engaged as well as methodologically sound. The researcher made sure that respondents weren't forced to take part in the study, that they were fully aware of the procedures and risks involved, and that they gave their consent to take part. The researcher also made sure that participants weren't put in a position where their participation put them at risk of harm.



[bookmark: _Toc145309255]CHAPTER FOUR:  DATA PRESENTATION, ANALYSIS AND INTERPRETATION OF THE FINDINGS
4.0 [bookmark: _Toc145309256]Introduction
The data analysis, tables, and figures in this chapter were presented and interpreted in line with the study's research goals. The demographic features of the respondents and findings in respect to the study's objectives were divided into sub-chapters in this chapter.
[bookmark: _Toc145309257]4.1 Response rate of the study
The study targeted a population of 45 respondents drawn from the questionnaires, 35 questionnaires returned were dully filled while 5 were not answered fully. Thus only 35 questionnaires were considered for analysis which was 87.5% success on data collection. 
According to Mugenda and Mugenda (2003) 50% of the response rate is considered adequate, 60% good while above 70% was very good. Therefore, this assertion implied that the 87.5% response rate achieved was considered very good to conduct an analysis of which 12 were females and 23 males.
[bookmark: _Toc145309258]4.2 Demographic characteristics of respondents

The characteristics of the respondent's sociodemographic parameters, including gender, age, education level, and years of experience, have been analyzed and are shown in this section. The objective was to determine whether the respondent's background varied and whether these differences affected their opinions. Below is a summary of their responses.
[bookmark: _Toc145309259]4.2.1 Gender of respondents
	[bookmark: _Toc144584281]Table 2: GENDER OF RESPONDENTS

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	MALE
	19
	54.3
	54.3
	54.3

	
	FEMALE
	16
	45.7
	45.7
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
From table 2 above, the study revealed that more than half of the respondents were male 54.3% while only 45.7%were female from the entire sample size.
[bookmark: _Toc145309260]4.2.2 Age of the respondents

When asked their ages, the responses were divided into four groups: 18 - 25 years old, 26-35 years old, 36-45 years old, and over 45 years old.
	[bookmark: _Toc144584282]Table 3: Age of the respondents

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	18-25 years
	5
	14.3
	14.3
	14.3

	
	26-35 years
	17
	48.6
	48.6
	62.9

	
	36-45 years
	7
	20.0
	20.0
	82.9

	
	above45 years
	6
	17.1
	17.1
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
From table 3, the study revealed that few respondent was aged between18- 25 years resulting into 14% of the total respondents. 49% were aged 26-35 years, 20% were aged 36-45 years and 17% above 45 years. This implies that the majority of the respondents were in the age range of 26-35 years.







[bookmark: _Toc145309261]4.2.3 Education level of the respondents
	[bookmark: _Toc144584283]Table 4: Showing education level of respondents

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Diploma level
	6
	17.1
	17.1
	17.1

	
	Bachelor's degree
	21
	60.0
	60.0
	77.1

	
	Masters level
	8
	22.9
	22.9
	100.0

	
	Total
	35
	100.0
	100.0
	


  Source: Primary data, 2023 

Table 4 revealed there is no respondent whose education level is indicated PHD being 0%, 23% having masters, 60% had degrees and 17% were diploma. The study was dominated by respondents having a degree which was 60% of the respondents and indicates that most of the respondents had knowledge on inventory management.
[bookmark: _Toc145309262]4.2.4 Work experience of the respondents
	[bookmark: _Toc144584284]Table 5: Time spent in the organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	1-5 years
	5
	14.3
	14.3
	14.3

	
	6-10 years
	16
	45.7
	45.7
	60.0

	
	10-15 years
	9
	25.7
	25.7
	85.7

	
	above 15 years
	5
	14.3
	14.3
	100.0

	
	Total
	35
	100.0
	100.0
	


Source:Primary data, 2023 
The bio-data table 5 shows us the years of experience of the respondents which indicates that 7.5% have between  1- 5 years  and (20%) have between 6-10 years while 45% have above 10-15 years of experience an indication that the majority understand the effect of financial  management on the performance of small and medium enterprises.

[bookmark: _Toc145309263]4.3Financial management practices used by the organization.
The first objective of the study was to find out the inventory management practices used in the businesses. The responses of respondents regarding how financial management techniques affect the performance of small and medium-sized businesses are summarized in Table 5. The following responses and interpretations for the first, second, and third objectives were based on the measurement instrument of mean:

[bookmark: _Toc144584285]Table 6: Contribution of financial management practices on organizational performance
	MEAN RANGE
	RESPONSE RANGE
	INTERPRETATION

	3.41-4.20
	Strongly agree
	Very high

	2.61-3.40
	Agree
	High

	1.80 - 2.0
	Disagree
	Low





[bookmark: _Toc145309264]4.3.1 Findings on capital structure management
The study sought to establish the use of capital structure management as a factor of financial management practice and used five questions in relation to capital structure which were, the capital structure of the company is appropriate, utilization the debt financing to its capabilities, reliance on equity capital only and optimization of its capital structure to reduce the overall cost of capital.

	[bookmark: _Toc144584286]Table 7: Central tendency and variability statistics on findings on capital structure management 

	
	Appropriateness of the capital structure
	Utilization of debt facility to the company's capabilities
	Reliance on equity capital only
	Optimization of capital structure to reduce overall cost of capital

	N
	Valid
	35
	35
	35
	35

	
	Missing
	0
	0
	0
	0

	Mean
	3.97
	3.94
	1.86
	3.66

	Std. Deviation
	1.224
	1.162
	.772
	1.211



	[bookmark: _Toc144584287]Table 8: Appropriateness of the capital structure

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	2
	5.7
	5.7
	5.7

	
	Disagree
	3
	8.6
	8.6
	14.3

	
	Neutral
	5
	14.3
	14.3
	28.6

	
	Agree
	9
	25.7
	25.7
	54.3

	
	Strongly Agree
	16
	45.7
	45.7
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
In relation to the capital structure of the company being appropriate, 25.7% agreed, 45.7% strongly agreed, 8.6% disagreed and 5.7% strongly disagreed. With a mean of 3.97 and standard deviation of 1.224, the company has an appropriate capital structure since the highest number of respondents agreed.
	[bookmark: _Toc144584288]Table 9: Utilization of debt facility to the company's capabilities

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	3
	8.6
	8.6
	8.6

	
	Disagree
	2
	5.7
	5.7
	14.3

	
	Agree
	19
	54.3
	54.3
	68.6

	
	Strongly Agree
	11
	31.4
	31.4
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
8.6% strongly disagreed and 5.7% disagreed to the company utilizing its debt facility to its capabilities but 54.3% agreed and 31.4% strongly agreed to the company utilizing its debt facilities thus the company utilizes its debt facilities considering that the highest percentage of the respondents agreeing. With a mean of 3.94 and standard deviation of 1.162.
	[bookmark: _Toc144584289]Table 10: Reliance on equity capital only

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	12
	34.3
	34.3
	34.3

	
	Disagree
	17
	48.6
	48.6
	82.9

	
	Neutral
	5
	14.3
	14.3
	97.1

	
	Agree
	1
	2.9
	2.9
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
The highest percentage, 48.6% disagreed to the company relying on equity capital only 34.3% strongly disagreed while 14.3% were neutral and none strongly agreed. The mean here was 1.86 and standard deviation 0.772.  This implies that the company uses other avenues to raise capital.
	[bookmark: _Toc144584290]Table 11: Optimization of capital structure to reduce overall cost of capital

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	3
	8.6
	8.6
	8.6

	
	Disagree
	3
	8.6
	8.6
	17.1

	
	Neutral
	6
	17.1
	17.1
	34.3

	
	Agree
	14
	40.0
	40.0
	74.3

	
	Strongly Agree
	9
	25.7
	25.7
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
40% agree to the company optimizing its capital structure to reduce the overall cost of capital  and 25.7% strongly agreeing,  17.1% being neutral, 8.6% disagreeing and another 8.6% strongly disagreeing,. This implies that the company optimizes its capital structure to reduce the overall cost of capital given by the highest number of respondents agreeing. Mean and standard deviation results were 3.66 and 1.211 respectfully. 








[bookmark: _Toc145309265]4.3.2 Findings on working capital management

The use of working capital management indicators was investigated using six questions, including whether the company has a working capital management system, whether inventory records are maintained and updated on a regular basis, whether optimal cash balances are maintained, whether sufficient cash flows are available to meet daily needs, and whether cash flow forecasts are being created to identify potential surpluses and deficits.
Table 6:  Findings on the effect of working capital management the financial performance of a company.
	[bookmark: _Toc144584291]Table 12: Central tendency and variability statistics on the effect of working capital management 

	
	Presence of a working capital management system
	Maintenance of inventory records which are updated regularly
	Maintenance of optimal Cash balances
	Sufficient cash flows are ensured to meet daily needs
	Cash flow forecasts are prepared to identify future surpluses and deficits.

	N
	Valid
	35
	35
	35
	35
	35

	
	Missing
	0
	0
	0
	0
	0

	Mean
	4.11
	4.11
	3.49
	4.14
	4.03

	Std. Deviation
	.993
	.963
	1.463
	1.115
	1.124


Source: Primary data, 2023




	[bookmark: _Toc144584292]Table 13: Presence of a working capital management system

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	1
	2.9
	2.9
	2.9

	
	Disagree
	2
	5.7
	5.7
	8.6

	
	Neutral
	3
	8.6
	8.6
	17.1

	
	Agree
	15
	42.9
	42.9
	60.0

	
	Strongly Agree
	14
	40.0
	40.0
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023

Most of the respondents agreed to the statement that the company has a working capital management system with a percentage of 42.9 % followed by 40% who strongly agreed. With an average of 4.11 and standard deviation of 0.993.








	[bookmark: _Toc144584293]Table 14: Maintenance of inventory records which are updated regularly

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	1
	2.9
	2.9
	2.9

	
	Disagree
	2
	5.7
	5.7
	8.6

	
	Neutral
	2
	5.7
	5.7
	14.3

	
	Agree
	17
	48.6
	48.6
	62.9

	
	Strongly Agree
	13
	37.1
	37.1
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
In relation to maintenance of inventory records which are updated regularly, 48.6% agreed to doing so followed by 37.1% that strongly agreed, strong disagreement was 2.9% and disagreement of 5.7% and 5.7% being neutral. With a mean of 4.11 and standard deviation of 0.963 it is conclusive to say that the company maintains and updates their inventory records regularly denoted by the highest percentage agreeing.









	[bookmark: _Toc144584294]Table 15: Maintenance of optimal Cash balances

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	6
	17.1
	17.1
	17.1

	
	Disagree
	3
	8.6
	8.6
	25.7

	
	Neutral
	5
	14.3
	14.3
	40.0

	
	Agree
	10
	28.6
	28.6
	68.6

	
	Strongly Agree
	11
	31.4
	31.4
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
Furthermore, 28.6% and 31.4% agreed and strongly agreed respectfully to the company maintaining optimal cash balances. Giving a total of 60%. However, 17.1% strongly disagreed resulting into 3.49 mean and standard deviation of 1.463. It is conclusive to say that the company maintains optimal cash balances. 









	[bookmark: _Toc144584295]Table 16: Sufficient cash flows are ensured to meet daily needs

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	2
	5.7
	5.7
	5.7

	
	Disagree
	2
	5.7
	5.7
	11.4

	
	Neutral
	1
	2.9
	2.9
	14.3

	
	Agree
	14
	40.0
	40.0
	54.3

	
	Strongly Agree
	16
	45.7
	45.7
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
40% agreed to the company ensuring sufficient cash flows to meet daily needs following 45.7% strongly agreeing and 5.7% and another 5.7% strongly agreeing and disagreeing respectfully. The mean being 4.14 and 1.115 standard deviation. The company, according to the results, does ensure sufficient cash flows to meet daily needs.








	[bookmark: _Toc144584296]Table 17: Cash flow forecasts are prepared to identify future surpluses and deficits.

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly disagree
	2
	5.7
	5.7
	5.7

	
	Disagree
	3
	8.6
	8.6
	14.3

	
	Agree
	17
	48.6
	48.6
	62.9

	
	Strongly Agree
	13
	37.1
	37.1
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
48.6% % agreed and 37.1%agreed to cash flow forecasts being prepared to identify future surpluses and deficits, 5.7% strongly disagreed and 8.6% disagreed. With a standard deviation of 1.124 and mean of 4.03 this implies that the company prepares cash flow forecasts to identify future surpluses and deficits given by the highest percentage of respondents agreeing. 











[bookmark: _Toc145309266]4.3.3 Findings on fixed asset management

The study identified and used five elements which included whether the company maintains a fixed asset register, capital expenditure on fixed assets being authorized by senior management, asset acquisition enhances increasing production capacities to match the growing demand of a firm and lastly repair and maintenance of non-current assets being carried out regularly.

	[bookmark: _Toc144584297]Table 18: Central tendency and variability statistics on findings on fixed asset management.

	
	Maintenance of a fixed asset register
	Capital expenditure on fixed assets being authorized by senior management
	Repair and maintenance of no-current assets carried out regularly
	Non-current Asset count carried out annually
	Presence of a standard procedure for disposal of fixed assets to minimize losses

	N
	Valid
	35
	35
	35
	35
	35

	
	Missing
	0
	0
	0
	0
	0

	Mean
	4.29
	4.26
	4.37
	4.34
	4.37

	Std. Deviation
	.750
	.741
	.731
	.906
	.598


Source: Primary data, 2023




	[bookmark: _Toc144584298]Table 19: Maintenance of a fixed asset register

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	6
	17.1
	17.1
	17.1

	
	Agree
	13
	37.1
	37.1
	54.3

	
	Strongly Agree
	16
	45.7
	45.7
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
45.7% strongly agreed to the company maintaining a fixed asset register, 37.1% just agreed and 17.1% were neutral resulting into a mean of 4.29 and standard deviation of 0.750. This means that the company maintains a fixed asset register with the highest percentage agreeing. 
	[bookmark: _Toc144584299]Table 20: Capital expenditure on fixed assets being authorized by senior management

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	1
	2.9
	2.9
	2.9

	
	Neutral
	3
	8.6
	8.6
	11.4

	
	Agree
	17
	48.6
	48.6
	60.0

	
	Strongly Agree
	14
	40.0
	40.0
	100.0

	
	Total
	35
	100.0
	100.0
	


  Source: Primary data, 2023
48.6% strongly agreed to capital expenditure on fixed assets being authorized by senior management, 40% agreeing, 8.6% being neutral and 2.9% disagreeing resulting into a mean of 4.26 and standard deviation of 0.741
	[bookmark: _Toc144584300]Table 21: Repair and maintenance of non-current assets carried out regularly

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	5
	14.3
	14.3
	14.3

	
	Agree
	12
	34.3
	34.3
	48.6

	
	Strongly Agree
	18
	51.4
	51.4
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
Repair and maintenance of non-current assets being carried out regularly resulted into 51% strongly agreeing, 34% agreeing and 14% being neutral. Thus a standard deviation of 0.731 and 4.37 mean. This implies that the company carries out regular repair and maintenance of their noncurrent assets given by the highest number of respondents agreeing.
	[bookmark: _Toc144584301]Table 22: Non-current Asset count carried out annually

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	2
	5.7
	5.7
	5.7

	
	Neutral
	4
	11.4
	11.4
	17.1

	
	Agree
	9
	25.7
	25.7
	42.9

	
	Strongly Agree
	20
	57.1
	57.1
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
57.1% strongly agreed to the company carrying out a non-current asset count annually followed by 25.7% agreeing 11.4% being neutral and 6% disagreeing. This resulted in to a mean of4.34 and standard deviation 0f 0.906 which mean that the company does carry out a non- current asset cunt annually, indicated by the highest number of respondents agreeing.
	[bookmark: _Toc144584302]Table 23: Presence of a standard procedure for disposal of fixed assets to minimize losses

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	2
	5.7
	5.7
	5.7

	
	Agree
	18
	51.4
	51.4
	57.1

	
	Strongly Agree
	15
	42.9
	42.9
	100.0

	
	Total
	35
	100.0
	100.0
	


Source: Primary data, 2023
51.4% of the respondents agreed to the company having a standard procedure for disposal of obsolete fixed assets to minimize losses while 42.9% agreed a 5.7% were neutral which resulted into a mean of 4.37 and standard deviation of 0.598. This Implies that the company has indeed has a standard procedure for disposal of obsolete fixed assets to minimize losses. 












[bookmark: _Toc145309267]CHAPTER FIVE: DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS

[bookmark: _Toc145309268]5.0 INTRODUCTION
This chapter explores the results of the research and offers them in the form of summaries, conclusions, and recommendations derived from the outcomes of each specific goal. The summary encapsulates the study's discoveries, followed by drawing conclusions from these findings, and ultimately, suggesting recommendations.
[bookmark: _Toc145309269]5.1 Summary of major findings
[bookmark: _Toc145309270]5.1.1 Findings on working capital management
The study's findings shed light on the effect of working capital management practices in influencing a company's overall performance. Notably, it was observed that the most substantial impact of these practices lies in their ability to ensure that the company maintains adequate cash flows to meet its daily operational requirements. This was reinforced by the strong consensus among respondents, with 90% of them agreeing on this point.
In accordance with Ukaegbu's study conducted in 2014, working capital management serves a dual purpose. Firstly, it strives to guarantee that a company can effectively cover its day-to-day operational expenses. This aspect underscores the significance of working capital management in maintaining the seamless functioning of a business by ensuring the availability of funds for routine operating costs.
Secondly, working capital management is geared towards the timely settlement of short-term debts. Efficient management in this regard enables a company to fulfill its financial obligations punctually, including the repayment of short-term debts. Such timely debt management not only contributes to a company's financial integrity but also helps in avoiding potential financial distress.
Furthermore, the passage highlights that working capital management extends beyond just balancing current assets, such as cash, accounts receivable, and inventory, with current liabilities like accounts payable and short-term loans. It is instrumental in achieving the twin goals of enhancing profitability and sustaining liquidity levels.

In summary, working capital management is a fundamental aspect of financial management within a company. Its primary functions encompass ensuring the availability of adequate cash flows for daily operational needs, timely payment of short-term debts, and optimizing both profitability and liquidity by effectively handling current assets and liabilities. These practices collectively exert a profound influence on a company's overall performance and financial stability.
This is followed by preparation of cash flow forecasts to determine future deficits and surpluses which was also represented by a 90% response that was in agreement. In a similar study by Blank (2022) every financial choice a business will make over a specific time period will be based on the forecast
Implying that in the context of financial decision-making within a business, these forecasts serve as a fundamental basis for making choices. Businesses use these forecasts to guide their decisions over a specified period.
Therefore, strong financial forecasting procedures frequently result in more favorable financial results, more stable cash flow, and easier access to credit and capital that can support corporate expansion.

[bookmark: _Toc145309271]5.1.2 Findings on capital structure management
The study revealed that capital structure management plays a key role on performance of a company with the company being able to use its debt facilities to its capabilities which had an 85% response in total agreement. This means that the company maximizes using leverage to expand and become more profitable.
This is quite similar to the study by Miller and Modigliani which highlighted that, using tax-deductible expenditure, the appearance of interest promotes lower tax payments and thus improves the firm's general cash flows (Miller and Modigliani, 1963). Indeed, the two economists also discovered that the firm value is now positively related to financial leverage, which implies that corporations are fully capable of maximizing their values by raising their debt levels.

Another contributor to financial performance in line with capital structure management is the company optimizing its capital structure to reduce its overall cost of capital given by a 66% response that was in agreement.
In a similar study by Frank and Goyal (2008) points that SMEs should analysis various financial instruments costs-benefits outcome. Interior financial solutions are optimized to balance marginal costs with marginal benefits. Leverage has a positive relation with profitability and trade-off theory concur that profitable firms should borrow more, but profitable firms prefer retained earnings over debt. Profitable firms enjoys interest tax shield, hence bankruptcy costs are low.

[bookmark: _Toc145309272]5.1.3 Findings on fixed asset management
Fixed asset management findings in relation to organizational performance revealed that senior management has to authorize capital expenditure on fixed assets which had the highest percentage of 89% in agreement. In a similar study,  Incorrect decisions may have disastrous consequences for the enterprise since it will not be able to sell capital equipment over the short term for the above reason, according to Burt, Dobler and Starling (Hugo et al., 2006), top management should consider the acquisition of capital equipment, with care.
Additionally findings revealed that investment in fixed assets has a positive impact on financial performance as indicated in a previous search conducted by Frangouli and Neokosmides (2000) who investigated the relationship between debt to equity ratio and firm’s profitability taking into consideration the level of a firm’s investment and the degree of market power. The study used panel data for various industries, covering a period 1995-96.  One of The main conclusions of the study were: - Firms use their investment in fixed assets as a strategic variable to affect profitability.
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In regards to the effect of working capital management on the company’s profitability, it was found that there was an overall positive effect on profitability with working capital management due to its ability to enable the company to be able to readily operationalize its activities having the highest influence on the quality of the firm’s profitability.
Additionally, the use of fixed asset management practice due to its significance was also found to influence profitability in a way that top management consider the acquisition of capital equipment with care sine if correct purchasing decisions are made, capital equipment generates profits for the organization. Incorrect decisions however may have negative consequences for the enterprise, since it would not be able to easily sell off the capital equipment over the short term.
Also, effective capital structure management plays a crucial role in minimizing the overall cost of capital of the company by optimizing the mix of debt and equity. The company can then achieve lower financing costs and enhance their financial stability. Furthermore adeptly utilizing debt facilities within the capital structure allows companies leverage available resources to their maximum potential, fostering growth and increasing shareholder value. Thus careful consideration of the capital structure ensures a balance between risk and return, ultimately contributing to the long term success of the business.

[bookmark: _Toc145309274]5.3 Recommendations
From the above discussions of findings and conclusion, the following measures are recommended in response to examining the effect of financial management on financial performance: a case study of Coca-Cola Company. 
Determining the optimal capital structure involves striking a balance between equity and debt financing. Companies should analyze their risk tolerance, cash flow stability, and cost of debt to find the right mix. An optimal structure minimizes the weighted average cost of capital (WACC), reducing overall financing expenses and maximizing shareholder value. This might involve refinancing existing debt at lower rates or issuing new debt to replace expensive equity financing.
Working capital efficiency focuses on managing short-term assets and liabilities to ensure smooth operations. Companies can adopt strategies like lean inventory management, incentivizing early customer payments, and negotiating favorable credit terms with suppliers. Effective working capital management enhances liquidity, reduces reliance on external financing, and lowers interest costs by decreasing the need for short-term borrowing.
 Fixed assets, such as property, plant, and equipment, represent significant investments. Ensuring optimal utilization is essential. Regularly assess the performance of existing assets, considering factors like depreciation, maintenance costs, and potential for obsolescence. Align fixed asset investments with the company's growth strategy, and consider divesting underperforming assets to reallocate resources effectively.
Long-term planning involves integrating capital structure, working capital, and fixed asset decisions into the company's overall strategic roadmap. Consider the organization's growth objectives, market conditions, and competitive landscape. A long-term perspective helps prevent short-sighted decisions that could negatively impact financial stability. Aligning these financial aspects with strategic goals fosters sustainable growth and adaptation to market changes.
Benchmarking involves comparing your financial performance, including capital structure efficiency, working capital ratios, and fixed asset turnover, against industry peers or leading companies. Identify best practices that have yielded positive results for others and adapt them to your own context. Studying successful examples provides valuable insights into how to optimize capital structure, manage working capital effectively, and extract maximum value from fixed assets.
By addressing these points, organizations can establish a strong foundation for improved financial performance, better risk management, and enhanced shareholder value. It's important to tailor these strategies to the specific industry, business model, and market conditions of the company in question.
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QUESTIONNAIRE
SCHOOL OF BUSINESS
UGANDA CHRISTIAN UNIVERSITY
A questionnaire for the staff of Coca-Cola Company
I am Samir Din student of Uganda Christian University conducting a research study on the “EFFECT OF FINANCIAL MANAGEMENT PRACTICES ON THE PERFORMANCE OF A COMPANY” using Coca-Cola Company as my case study in Kampala city as a requirement for the award of Bachelor’s degree in Accounting and Finance at Uganda Christian University.
I am kindly requesting you to assist me in this study by answering the following questions. I assure you that your information will be treated with utmost confidentiality.
SECTION A: Demographic Data
Please tick (√) in the appropriate box          as the most agreed answer to the following statements.
1. Gender of the respondent
Male                       Female 
2. Age group of the respondent.
18-25 years    26-35 years   36-45 years      above 45 years  
3. Education level of the respondent.
Primary level   Secondary level                     Certificate level

Diploma level  Bachelor’s level                       Masters Level

Others specify…………………………………………………………………………………….

4. For how long have you been working with this company?
1- 5 years [image: ]   6-10 years 	10-15 years 	ABOVE 15 YEARS
SECTION B
	Rate your degree of agreement on the effect ofthe chosen financial management attributes on the financial performance of your company. 
Please tick (√) in the appropriate box corresponding to the degree of agreement. 
Using a scale of 5 =Strongly agree, 4=Agree, 3=Neutral, 2=Disagree and 1=strongly disagree.

	Capital structure management 
	1
	2
	3
	4
	5

	i.
	The capital structure of the company is appropriate 
	
	
	
	
	

	ii.

	The company has fully utilized the debt facility to its capabilities
	
	
	
	
	

	iii
	The company relies on equity capital only 
	
	
	
	
	

	iv.
	The company optimizes its capital structure to reduce the overall cost of capital.
	
	
	
	
	

	

	Working capital management 
	1
	2
	3
	4
	5

	i.
	The company has a working capital management system 
	
	
	
	
	

	ii.
	Maintains inventory records which are updated regularly
	
	
	
	
	

	Iii
	Optimal cash balances are maintained by the company always 
	
	
	
	
	

	iv
	The company ensures sufficient cashflows to meet daily needs. 
	
	
	
	
	

	v
	Cash flow forecasts are prepared to identify future surpluses and deficits. 
	
	
	
	
	

	


	3
	Fixed asset management 
	1
	2
	3
	4
	5

	i.
	The company maintains a non- current asset register
	
	
	
	
	

	ii.
	Capital expenditure on fixed assets must be authorized by senior management
	
	
	
	
	

	iii
	Repair and maintenance of non-current assets is carried out regularly
	
	
	
	
	

	Iv
	A non-current asset count is carried out annually
	
	
	
	
	

	V
	The company has a standard procedure for disposal of obsolete fixed assets to minimize losses
	
	
	
	
	




What are other financial management practices that are adopted by your company?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
Thank you
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