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ABSTRACT 

The purpose of the study was to examine the contribution of small and Medium-sized enterprises 

to Uganda’s GDP focusing on the Number of SMEs, their tax earnings, employment 

opportunities created, and revenue generate from their exports. The objectives of the study were 

to determine the relationship between the number of SMEs and the GDP of Uganda. The second 

objective was to evaluate the influence of SMEs’ tax contribution on Uganda’s GDP. The third 

objective was to explore the link between SMEs’ employment generation and Uganda’s GDP. 

The Last objective was to examine the influence of SMEs’ export earning on Uganda’s GDP 

The study used a cross sectional and descriptive study design to conduct the study in the whole 

of Uganda. Secondary data from UBOS was used to describe the contribution of SMEs to 

Uganda’s GDP. Findings revealed that SMEs has a positive contribution to Uganda’s GDP after 

studying their number, tax earnings, employment created and their export earnings. This has 

culminated into the widening of the GDP of Uganda. 

The study recommends that SMEs need to employ professionals to manage their businesses this 

will improve on GDP performance since these will establish and strengthen the internal controls 

as regards financial resources to reduce on mismanagement and misappropriations. Additionally, 

widening markets and innovation to boost exports and tax earnings should be enhanced by SMEs 

while Government should provide incentives and infrastructures to SMEs to boost their 

performance. 

Lastly, the study is limited to number of SMEs, their tax revenues; employment opportunities 

created, and export earnings. This is due to resource and time constraint during the study. 

Researchers can widen their knowledge on SMEs by studying the impact of SMEs growth on the 

environment, and the challenges faced by SMEs.
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1.0 CHAPTER ONE 

1.1 Introduction 

This chapter highlights the background of the study, statement of the problems, purpose of the 

study, specific objectives of the study, research hypothesis, scope of the study, conceptual 

framework, justification of the study, and significance of the study. 

1.2 Background of the study  

1.2.3 Definition of SMEs 

There was no universally agreed definition of Small & Medium Enterprises (SMEs) (Kayanula D 

& Quartey P 1999, Peter Quartey 2001, Manuel Albaladejo 2002). Definitions range from those 

based on number of employees to those based on business turnover and assets. Even in those 

various categories’ definitions vary from country to country depending on the size of the 

economy and the purpose of the definition. Countries with large and more developed economies 

tend to have bigger SMEs than those with smaller and underdeveloped economies. The most 

used definition was one based on the number of employees but in some cases where financial 

assistance is being offered to SMEs the definition may be broadened to include the level of 

annual turnover and the company asset size. 

Small Medium Enterprises (SMEs) play a critical role in the world economy. They not only 

provide a vast range of employment opportunities but are also a breeding ground for tax revenue 

and export earnings. SMEs make up over 90% of business units in the world and account for 

between 50%- 60% of the total employment while SMEs engaged in manufacturing account for 

between 40 and 80 per cent of manufacturing employment  (Kennedy, 1999). It was estimated 

that SMEs employ 22% of the adult population in developing countries (Peter, 2001) 

In Uganda, Small and Medium Sized Enterprises (SMEs) has been a critical source of support to 

the struggling economy that formerly depended on the agricultural sector and remittances. The 

Small and Medium Sized Enterprises (SMEs) led to an increase in the employment levels to 70% 

of the non-farm labor force, thereby contributing to 80% of the manufactured output and 20% of 

total Gross Domestic Product (World bank, 2007). Additionally, according to (independent, 

2022) 41,000 jobs were created and about 20,000 people were out of poverty over the year (This 

was explained by the growth of the number of people earning UGX 210,000 per month as per the 
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world bank measure of poverty levels, from 13,261 in 2020 to 32,189 in 2021) and total turnover 

over the year created total production value of UGX 2.445 trillion including 84bn paid as taxes 

to the government. This reduced poverty amongst the people in the rural and urban areas of the 

country which encouraged government to undertake more action in support for such investments 

since they needed less capital per job created, offering a rather inexpensive way of 

accommodating the labor force for equitable wealth distribution. 

The Small, Medium, Enterprises (SMEs) were the engine of growth for the economic 

development of Uganda and indeed the world at large. They were spread across all sectors with 

49% in service sector, 33% in commerce and trade, 10% in manufacturing and 8% in others. The 

SMEs were key drivers in fostering innovation, wealth creation and job creation in Uganda. Over 

2.5 million people were employed in this sector, where they account for approximately 90% of 

the entire Private Sector, generating over 80% of manufactured output that contributes 20% of 

the gross domestic product (GDP). (Ministry of Trade and UIA, 2015 and 2021). The majority of 

sectors in Uganda are dominated by SMEs. It’s only the Agriculture and Forestry, Utilities, and 

Mining and Quarrying sectors which have a significant proportion of large businesses. In these 

three sectors the large businesses account for 11%, 11% and 8% of total number of businesses 

respectively (Lutwama, 2008). Additionally, Uganda’s 1.1 million SMEs account for 80% of the 

country’s GDP and 90% of its private sector (Monitor and UNCTAD, 2022) 

 The Government of Uganda (GoU) introduced several economic measures to restructure the 

economy as a way to increase the role of both the public and private businesses. The 

deregulation of the economy was aimed at altering the incentive structures faced by the small-

scale sector. Such policies include the payment and trade liberalization, interest rate 

liberalization, appropriate pricing of public goods and the reduction of government involvement 

to enhance production and performance, and seeking to link 750,000 SMEs to international 

markets (Monitor, 2021) 

Through a critical review of the empirical literature, several factors have been investigated 

concerning SME contribution of SMEs. For instance, innovative capability and strategic goals  

(Donkor, 2018) inventory management and managerial competencies (Orobia, 2020), 

transformational leadership and dynamic capabilities (Eikelenboom M. & de Jong G, 2019), 

innovative capability dimensions (Maldonado-Guzmán, 2019), dynamic capabilities and 
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marketing orientation (Hernández-Linares, 2021), entrepreneurial orientation, networking 

capability and experiential learning (Karami, 2019), internal capabilities Management Science 

Letters, 9(4), 621–628.  (Arshad, 2019), board governance and intellectual capital  

(Nkundabanyanga, 2016) branding capability  (Odoom, 2017), green supply chain adoption 

(Namagembe, 2019), firm capability and business model design (Pucci, 2017). 

In this present empirical study, number of SMEs, their tax earning, employment opportunities, 

and export earnings were analyzed in terms of GDP growth of Uganda. The existing 

contributions of these variables were compared with these results. It also seeks to determine 

whether there was a significant difference between tax earnings, employment opportunities 

created, number of firms (SMEs), and export earnings in terms of Uganda’s GDP. In addition, 

the number of SMEs, tax earnings, employment opportunities created, and export earnings 

performance of the sectors were evaluated by the log linear regression model. The results were 

expected to reveal a significant positive relationship between the variables. 

The rest of study was organized as: after introduction in section I, the relevant review of 

literature was discussed in section II. The methodology and data description were discussed in 

section III and discussion on results was made in section IV. Final section concludes the study 

with appropriate policy recommendation 

1.3 Statement of the problem 

The aim of the research was to examine and assess the contribution of small and medium-sized 

enterprises to the GDP of Uganda. Despite the recognition of SMEs as key drivers of economic 

growth, there was a lack of comprehensive analysis on the specific impact of SMEs on Uganda’s 

GDP, particularly in terms of the number of SMEs, tax contribution, employment generation, 

and export earnings. This research seeks to address this gap by investigating the extent to which 

SMEs influence Uganda’s GDP, thereby providing valuable insights for policymakers, 

stakeholders, and the broader economy. 

1.4 Purpose of the study 

The purpose of the study was to examine and understand the role and impact of Small and 

medium-sized enterprises (SMEs) on the country’s Gross Domestic Product (GDP), with a 

particular focus on the independent variables of the number of SMEs, tax contribution, 

employment generation, and export earnings. By examining these, factors, the study aimed to 
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provide a comprehensive understanding of the impact of SMEs on Uganda’s economic growth 

and inform policy recommendation to enhance the role of SMEs in driving GDP growth and 

promoting sustainable development. 

1.5 Specific objectives 

To determine the relationship between the number of SMEs and the GDP of Uganda 

To evaluate the influence of SMEs’ tax contribution on Uganda’s GDP 

To explore the link between SMEs’ employment generation and Uganda’s GDP 

To examine the influence of SMEs’ export earning on Uganda’s GDP 

1.6 Research hypothesis 

This study was guided by the following hypothesis stated in their null form; 

H0: there was no significant relationship between the numbers of SMEs and the GDP of Uganda. 

Ho: there was no significant positive relationship between tax contribution, and the GDP of 

Uganda. 

H0: there was no significant positive link between employment created and the GDP of Uganda. 

H0: there was no significant positive influence between SMEs’ export earnings and the GDP of 

Uganda. 

1.7 Scope of the study 

1.7.1 Content scope 

The content scope covered in this study includes; 

Definition and characteristics of SMEs, this highlighted an overview of what constitutes SMEs in 

the context of Uganda and outline the criteria used to classify enterprises as SMEs based on 

factors such as employment, turnover, or asset size. 

Importance of SMEs, this discussed the importance of SMEs in driving economic growth, job 

creation, and poverty reduction. It also highlights the unique characteristics and advantages of 

SMEs compared to larger enterprises. 
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Number of SMEs in Uganda: this explored the current landscape of SMEs in Uganda, including 

the total number of SMEs operating in the different sectors, analyze trends and changes in the 

number of SMEs over time. 

Tax contribution of SMEs: this examined the tax contributions made by SMEs in Uganda, and 

also assessed the significance of SMEs’ tax contributions to government revenue. 

Employment generated by SMEs: These investigated the role of SMEs in job creation in Uganda, 

and analyzed the types of employment patterns and the contribution of SMEs to reducing 

unemployment. 

Export earnings from SMEs: this explored the extent to which SMEs contribute to Uganda’s 

export earnings and examined the sectors in which SMEs are actively involved in export 

activities. 

Link between SMEs and GDP: this investigated the relationship between SMEs and the overall 

GDP of Uganda, and analyzed how the number of SMEs, tax contribution, employment, and 

export earnings impact the GDP. 

1.7.2 Geographical scope 

This study examined the contribution of SMEs at national level. It analyzed the contribution of 

SMEs to the national GDP of Uganda as a whole. This involved considering data and factors 

related to SMEs across the entire country. 

1.7.3 Time scope 

This study used a cross-sectional study. It involved collecting data and analyzing the contribution 

of SMEs to GDP of Uganda at specific point in time. The study covered a time period from 

2014/15-2022/23 (9 years). 

1.8 Conceptual framework 
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1.9 Justification of the study 

The study can be justified on the following grounds; 

Economic significance: SMEs were known for their crucial role in driving economic growth, 

employment generation, and poverty eradication most especially in less developed countries like 

Uganda. Therefore, specially studying the contribution of SMEs to Uganda’s GDP, this study 

shaded more light on the economic significance of SMEs in the context of Uganda, and provided 

more insights in to their capacity as engines of sustainable development. 

Important for policy implication: A comprehensive understanding of the impact of SMEs to 

Uganda’s GDP has paramount policy implications. Policymakers can make use of the findings in 

this study to design a well-targeted policies and interventions that enhance the growth and 
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development of SMEs, thereby stimulating economic activity and enhancing the overall GDP 

growth. 

Employment generation: SMEs were recognized for their potential to create employment 

opportunities, and particularly in labor-intensive sectors like agricultural sector where Uganda 

heavily relied on. By examining the relationship between SME’s employment generation and 

GDP, the study highlighted the role of SMEs in addressing the unemployment challenges in 

Uganda. Hence this can inform policies and programs focused on job creation and youth 

empowerment.  

Tax revenue: Assessing the tax contribution of SMEs to Uganda’s GDP can give insights into 

their compliance levels and tax capacity. The findings of the study can guide policymakers in 

developing tax policies and mechanisms that foster SME growth while ensuring fair and 

effective revenue collection for the government. 

Export potential: analyzing the export earnings of SMEs and their relationship with GDP can 

uncover opportunities to promote Uganda’s international trade. Assessing the sectors and regions 

where SMEs excel in export activities can help in identifying areas for targeted support and 

export promotion strategies. 

Filling research gap: this study also addressed the lack of comprehensive analysis on the specific 

contribution of SMEs to Uganda’s GDP, focusing on the key independent variables. By filling 

this research gap, this research work contributed to the existing body of knowledge and served as 

a reference for future studies on SMEs and economic development. 

1.10 Significance of the study 

This lies on the potential of SMEs to provide valuable insights and contribute to the various 

stakeholders and areas. The significance of the study includes; 

Policy development: the study can inform policy makers and the government agencies about the 

role and impact of SMEs on the GDP of Uganda. The discoveries can guide the formulation and 

implementation of policies and initiatives that encourages a favorable environment for SME 

growth, job generation, and economic development. 
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Economic planning: Analyzing the contribution of SMEs to the GDP helps in economic planning 

and efficient resource allocation. Policymakers are provided with evidence-based insights. This 

can help them make informed decisions regarding investment priorities, sectorial development 

strategies, and resource distribution. 

Business development support: the study findings can guide business support organizations, 

development agencies, and financial institutions in designing targeted programs and services that 

assist SMEs. These include access to finance, capacity building, market development, and 

networking opportunities to enhance SME productivity and competitiveness. 

Stakeholder’s awareness: the findings can raise awareness among the different stakeholders such 

as SME holders, entrepreneurs, investors, and the general public. It highlighted the opportunities 

that may accrue to SMEs. 

International comparisons: understanding the contribution of SMEs to the GDP of Uganda 

enabled comparisons with other countries and regions. This facilitates benchmarking exercise, 

best practices sharing, and learning from successful models and strategies implemented in other 

economies.  
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2.0 CHAPTER TWO: Literature review 

2.1 Introduction: 

Small and Medium Enterprises (SMEs) were considered as the engine of economic growth in 

Uganda. According to the Ugandan Investment Authority (UIA), SMEs contribute to over 90% 

of the private sector, and provide about 80% of employment opportunities in the country. Despite 

the significant role played by SMEs, there was limited information on their actual contribution to 

the economy. This literature review aimed to examine the number of SMEs in Uganda, tax 

contribution to GDP, employment generated by SMEs, and export earnings by SMEs. 

2.2 Theoretical framework 

Small and medium enterprises (SMEs) in Uganda are defined as enterprises with less than 100 

employees and an annual turnover of less than 360 million Ugandan shillings (USD 96,000) 

(Uganda Bureau of Statistics, 2019). According to the 2019 Uganda National Household Survey, 

SMEs constitute 90% of all business enterprises in Uganda, employ about 2.5 million people, 

and contribute 20% to the country's GDP. SMEs are thus an important source of employment 

and income for many Ugandans, and contribute significantly to the economy of the country. 

SMEs play a critical role in driving economic growth in Uganda. They contribute significantly to 

Gross Domestic Product (GDP) through job creation and income generation. According to 

statistics from the Ministry of Trade, Industry and Cooperatives (2019), over 90% of businesses 

in Uganda are classified as SMEs, accounting for approximately 80% of employment 

opportunities in the country (Jayeola et al., 2022). Moreover, SMEs contribute to poverty 

reduction by providing livelihood opportunities for individuals with limited access to formal 

employment. 

 

Additionally, SMEs are known for fostering innovation within the economy. Due to their smaller 

size and flexibility compared to larger corporations, they can adapt quickly to changing market 

demands and introduce new products or services. Research has shown that innovative activities 

within SMEs can lead to increased productivity and competitiveness, ultimately benefiting the 

overall economy (Religia et al., 2021). 

 

Various factors influence the growth and development of SMEs in Uganda. These factors can be 

categorized as internal or external. Internal factors include access to finance, managerial skills, 
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and technological capabilities. Limited access to finance is often cited as a major challenge for 

SMEs in Uganda (Zamani, 2022). Without adequate financial resources, SMEs struggle to invest 

in productive assets or expand their operations. 

 

External factors such as government policies and market conditions also significantly impact 

SME growth. Favorable government policies that promote entrepreneurship, simplify business 

registration procedures, provide tax incentives, and offer training programs can enhance the 

business environment for SMEs (Jayeola et al., 2022). Stable market conditions with supportive 

infrastructure and a conducive regulatory framework are also essential for SME growth. 

 

The Ugandan government has recognized the importance of supporting SME development and 

has implemented various initiatives in this regard. Access to finance is one area where significant 

efforts have been made. The Ministry of Finance introduced special financing schemes targeted 

at small businesses through partnerships with commercial banks and microfinance institutions 

(Religia et al., 2021). Additionally, there are ongoing efforts to streamline business registration 

procedures and reduce bureaucratic hurdles faced by entrepreneurs. 

 

Furthermore, training programs aimed at improving managerial skills and promoting innovation 

within SMEs have been initiated by both governmental organizations and non-profit entities. 

These initiatives aim to equip entrepreneurs with the necessary knowledge and tools needed for 

sustainable business growth (UIA, 2019) 

 

Several successful case studies highlight the potential for success among Ugandan SMEs. One 

such example is Jumia Uganda - an e-commerce platform that has revolutionized online 

shopping experiences for consumers across the country (Utami & Sudarmiatin, 2022). Jumia 

Uganda's success can be attributed to its innovative business model, which leverages technology 

to connect buyers and sellers. This case study demonstrates the transformative impact that SMEs 

can have on GDP growth and consumers when given the right support and environment. 

 

2.3 Number of SMEs in Uganda: 
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The number of SMEs in Uganda was difficult to ascertain due to the informal nature of most 

businesses in the country. However, the UIA provides some estimates on the number of 

registered enterprises in Uganda. According to the UIA, there were about 1.3 million enterprises 

in Uganda in 2018, with about 53% of them being micro-enterprises. The registered SMEs 

accounted for about 9% of the total number of enterprises in the country (UIA, 2019). 

Additionally, data from the Uganda Bureau of Statistics (UBOS) shows that SMEs account for 

approximately 90% of all businesses in Uganda, implying that the sector is a key driver of the 

country's economic growth (UBOS, 2019). 

2.4 Tax contribution to GDP: 

SMEs have a significant impact on the Ugandan economy through their tax contributions. In 

2017, the total tax collections in the country amounted to UGX 14.1 trillion, with the SME sector 

contributing about 28% of the total revenue (World Bank, 2019). The contribution of SMEs to 

tax revenue shows that these businesses play a significant role in the country's financial system. 

Government data and reports provide valuable insights into the tax contributions made by SMEs 

to Uganda's GDP. For instance, Umar et al. (2020) highlight that SMEs account for a significant 

portion of Nigeria's GDP and present an opportunity for economic growth. Analyzing similar 

reports specific to Uganda would allow us to assess the significance of SMEs' tax contributions. 

 

Tax laws also play a critical role in shaping the ability of SMEs to contribute effectively to the 

country's GDP. It is necessary to examine these laws closely as they may affect various aspects 

such as compliance costs or incentives for business expansion or investments (Suyani, 2017). By 

understanding how these laws impact SMEs' operations and financial resources allocation, we 

can better evaluate their overall contribution. 

 

Comparisons between the tax contributions made by various sectors in Uganda are also 

informative when assessing the significance of SMEs' contributions relative to others industries 

within the economy. Drawing on available data from government sources would enable us to 

identify any disparities or similarities regarding their respective tax obligations. 
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Moreover, it was important not only consider formal sector businesses but also analyze the 

contribution of informal sectors to Uganda's GDP through taxes. Informal sectors, as defined by 

Sutandi et al. (2020), consist of unregistered or unincorporated economic activities that operate 

outside the purview of formal regulations and tax systems. Exploring how these sectors 

contribute to the economy through taxation provides a comprehensive understanding of SMEs' 

overall impact. 

 

Based on this analysis, it may be possible to conclude that SMEs make a substantial tax 

contribution to Uganda's GDP. However, further research might be necessary to fully investigate 

this topic considering potential limitations in available data or specific contextual factors 

affecting SMEs in Uganda. 

 

2.5 Employment generated by SMEs: 

SMEs contribute significantly to employment opportunities in Uganda. According to the UIA, 

SMEs provide about 80% of employment opportunities in the private sector. This figure 

highlighted the critical role of SMEs in creating jobs and reducing unemployment in the country. 

The government has recognized the importance of SMEs in employment creation and has 

implemented several measures aimed at promoting the sector. For instance, the government 

established the Uganda Youth Venture Capital Fund to provide young entrepreneurs with 

affordable capital for starting and growing businesses. The initiative has helped to create 

thousands of jobs in the country (Oguttu & Ngoma, 2018). 

Research conducted by Nure et al. (2020) highlights the positive relationship between tourism-

related SMEs' activities and job creation potential. Similarly, 

Durst et al. (2022) emphasized that knowledge management practices within SMEs contribute 

not only towards organizational learning but also towards job creation. 

 

While SMEs has the potential to create employment opportunities, they face various challenges 

that hinder their ability to do so. Limited access to credit facilities was one key challenge faced 

by many SMEs in Uganda (Basika et al., 2020). It restricts their borrowing capacity for business 

expansion and hampers their ability to invest in human resources and technology improvements 
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necessary for job creation. Another common challenge is the lack of skilled labor, which affects 

productivity levels within SMEs. 

 

Recognizing the importance of supporting entrepreneurship and fostering small business growth, 

the Ugandan government has implemented several initiatives aimed at promoting employment 

generation through addressing the challenges faced by SMEs. For instance, the Ministry of 

Finance Planning & Economic Development launched programs such as 'Uganda Women 

Entrepreneurship Program' (UWEP) and 'Youth Livelihood Program' (YLP), targeting women-

owned enterprises and youth entrepreneurs respectively. These programs provide financial 

support, training, mentorship, and market linkages to enable sustainable growth of these 

enterprises. 

 

2.6 Export earnings by SMEs: 

SMEs are also significant contributors to Uganda's export earnings. According to the Uganda 

Bureau of Statistics (UBOS), the country's total exports amounted to USD 3.7 billion in 2018, 

with agricultural products accounting for over 80% of the total exports (UBOS, 2019). SMEs 

play a critical role in the agricultural sector, particularly in the production and export of 

traditional crops such as coffee, tea, and cotton. The government has implemented several 

measures aimed at promoting the export of agricultural products, including the establishment of 

the Uganda Export Promotion Board to coordinate and facilitate the export of manufactured and 

processed products. 

The current state of export earnings by SMEs in Uganda showed potential for further growth. 

However, there are certain trends or patterns that have been observed in recent years. For 

instance, Adebayo and Alheety (2019) found that entrepreneurial competence and government 

policies positively impact non-oil export performance among Nigerian SMEs. Similar findings 

can be applied to Ugandan exporting SMEs since both countries share similarities in terms of 

economic structure. 

 

Several factors influenced export earnings by SMEs in Uganda. Access to finance is one critical 

factor that affects their ability to generate export revenues (Kintu et al., 2019). Limited access to 

affordable credit hampers their capacity to invest in production capabilities required for 
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international market competitiveness. Additionally, market access barriers also impede their 

ability to expand into new markets beyond domestic borders (Adebayo & Alheetyy ,2019). 

Infrastructure deficiencies, such as inadequate transportation and logistics systems, further hinder 

their export activities (Basika et al., 2020). 

 

To support exporting SMEs in Uganda, the government has implemented various policies and 

initiatives. For example, there are tax incentives and exemptions for export-oriented SMEs 

(Kintu et al., 2019). Additionally, the government has established trade support institutions to 

provide training, market information, and technical assistance to SMEs engaged in exports 

(Adebayo & Alheetyy ,2019). However, it is crucial to evaluate these policies' effectiveness in 

promoting export earnings by these enterprises. 

 

Despite the government's efforts, exporting SMEs in Uganda face numerous challenges that limit 

their ability to maximize export earnings. Limited access to finance remains a significant hurdle 

for many SMEs. Basika et al. (2020) highlight this challenge in their study on human resource 

management dilemmas faced by Ugandan SMEs. Lack of market information and inadequate 

infrastructure also pose challenges for exporting SMEs (Kintu et al., 2019). 

 

However, there are opportunities for enhancing export earnings among Ugandan exporting 

SMEs. Diversification into new markets can help mitigate risks associated with reliance on a 

single market or product (Adebayo & Alheetyy ,2019). Adoption of technology can improve 

production efficiency and quality standards required for international competitiveness (Basika et 

al., 2020). These opportunities need to be leveraged effectively to overcome existing challenges. 

 

Case studies or examples can illustrate successful strategies employed by exporting SMEs in 

Uganda to enhance their export earnings. Such examples highlight practical approaches that 

other enterprises can learn from and replicate. For instance,Kumar & Kishore(2023) conducted a 

study on the direction of trade of Indian Arabica coffee which provides insights into how an 

agricultural commodity like coffee can be leveraged for higher export revenues through targeted 

marketing strategies. 
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In conclusion, SMEs were critical to the Ugandan economy, providing significant contributions 

to tax revenues, employment opportunities, and export earnings. However, there is still a need 

for more research into the actual contributions of SMEs to the country's economy. Nonetheless, 

the government and other stakeholders need to establish more initiatives aimed at promoting the 

growth and development of SMEs to maximize their contributions to the economy. 
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3.0 CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Introduction  

This section describes the methods that were used for conducting the research. It dealt with the 

research design, study population, sampling technique, sample size determination, data sources, 

data collection instruments, data quality control, data analysis plan, and ethical consideration. 

3.2 Research Design 

In order to provide more insights on the contribution of SMEs to Uganda’s GDP, this study 

employed both descriptive and quantitative statistical techniques. Descriptive statistical analysis 

entails the use of cross-tabulations where I generated the estimated contribution of SMEs and by 

key background variables in order to draw insights on the interactions between different 

variables. On the other hand, quantitative statistical techniques entail the estimation of an 

empirical model with a view of answering the set study objectives. Measuring the SMEs size, tax 

earnings, employment and export earnings quantitatively ensured that the research hypothesis 

can be easily tested and its significant contribution to GDP. 

3.3 Data source and scope 

The study used secondary data from the Uganda Bureau of Statistics (UBOS) survey data, and 

Uganda Revenue Authority (URA) annual report on the contribution of SMEs in Uganda. This 

was a cross-sectional data set covering a period of (2014/15-2022/23). The UBOS annual 

statistical report covered statistics on the Environmental, Demographic, Socio-economic, 

Production and Macroeconomic sectors while URA annual revenue performance report covered 

annual revenue performance of the different sectors of the economy in the various years. The 

data for this study was compared to a variety of reliable sources. The primary sources of the data 

included; UBOS and URA while sources like UNDP, WTO, IMF, Academic research, etc. were 

used for comparison. 

By incorporating data from diverse sources, the study aimed to provide a comprehensive 

analysis. The selection of these data sources was based on their relevance, reliability, and 

availability of data required by the variables. The data from these sources have been carefully 

analyzed and synthesized to derive meaningful conclusions and insights. 
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3.4 Data quality control 

To ensure data quality in the study, I applied data quality control practices. These measures 

aimed to enhance the accuracy, reliability, and the validity of the data collected and used for the 

analysis.  

Data validity and reliability: ensured that the data collected accurately measure the intended 

variables.  I used Multi-co linearity test. Multi-co linearity was a condition in which two or more 

independent variables in a regression model are highly correlated (Damodar N Gujarati, 2009). 

This can cause problems with the model's accuracy, as it can be difficult to determine which 

variable is actually having an effect on the dependent variable (Damodar N Gujarati, 2009). 

There are several ways to test for multi-co linearity, such as the variance inflation factor (VIF) 

test and the condition number. Additionally, Normality test was used. A normality test was a 

statistical test that was used to determine whether the data follows a normal distribution 

(Damodar N Gujarati, 2009). A normal distribution is a bell-shaped curve that is symmetrical 

around the mean. Many statistical tests, such as the t-test and the F-test, assume that the data is 

normally distributed (Damodar N Gujarati, 2009). If the data is not normally distributed, then 

these tests may not be accurate. There are several different normality tests, such as the Shapiro-

Wilk test and the Kolmogorov-Smirnov test. 

Data quality and cleaning: data entry protocols were implemented to minimize errors during 

entry. A practice such as double-entry verification was employed to ensure accuracy. 

Additionally, data cleaning procedures like data validation checks and cross-reference was used 

to ensure consistency of entered data. 

3.5 Empirical model  

The empirical model employed in this section draws from Francis Galton (19th C), but with 

modifications in the outcome variable and also the explanatory variables considered in the 

overall model.  

It is assumed that the number of SMEs, their tax earnings, employment opportunities created and 

export earnings has a significant positive contribution to the growth of Uganda’s GDP. The 

estimated empirical model is given as: 

𝐺𝐷𝑃𝑖 = 𝛽0 + 𝛽1𝑁𝑖 + 𝛽2𝑇𝑖 + 𝛽3𝐸𝑚𝑖 + 𝛽4𝑋𝑖 + 𝜺𝒊 
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Where; 

GDPi =the dependent variable, GDP at the i period and it is represented using contribution from 

all sectors of the economy. 

Ni = the number of SMEs from ith time period 

Ti = tax earnings from SMEs at the ith time period 

Emi =Employment opportunities created by SMEs starting from ith time period 

Xi =Export earnings by SMEs at the ith time period 

𝛆I = error term; while  0, 1, 2, 3 and 4 are the parameters of interest. 

3.6 Estimation strategy  

To examine the contribution of SMEs to Uganda’s GDP, the study used a log linear regression 

approach initially developed by Joseph Berkson (1934) to estimate the regression model. From 

the empirical model, the log linear regression model was written as; 

𝐼𝑛𝐺𝐷𝑃𝑖 = 𝛽0 + 𝛽1𝐼𝑛𝑁𝑖 + 𝛽2𝐼𝑛𝑇𝑖 + 𝛽3𝐼𝑛𝐸𝑚𝑖 + 𝛽4𝐼𝑛𝑋𝑖 + 𝜺𝒊 

The log regression was deemed appropriate because unlike the OLS, it permitted analysis of 

count variable of different explanatory variables in the distribution of the dependent variable. 

The log regression estimation was also more robust and corrected for over dispersion in case of 

presence of any outliers and also when the dependent variable was not normally distributed. 

3.7 Data analysis plan 

The contribution of SMEs has already been categorized into different categories by the rigorous 

secondary data assessment. With this categorization, I examine the variation in the GDP across 

number of firms, tax earning, job created, and export earnings. I used STATA and Microsoft 

Excel to quantify their contribution to GDP (Davis S.J., 1996). 

3.8 Ethical considerations 

The following ethics were considered while carrying out the study; 

Respect for cultural sensitivities. I acknowledged and respected the cultural norms, values and 

customs of the institutions and the economy being studied. I seek to collaborate and establish 
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rapport of the institutions, recognizing their rules and ensuring that the research process is 

culturally sensitive and inclusive. 

There was transparency in reporting. I ensured transparent and accurate reporting of the research 

methods, findings, and limitations. I have clearly presented the research methodology, data 

sources, and analysis techniques. This was to enable other researchers to be able to replicate or 

build their own work. 
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4.0 CHAPTER 4: DATA PRESENTATION, INTERPRETATION AND DISCUSSION 

THE OF FINDINGS 

4.1 Introduction 

This chapter highlights the presentations, interpretations and discussions of collected data in 

tables, and carts among others were 9 panel data recorded for the last 9 years. The primary data 

source is UBOS. 

 4.2 Background information on key variables under study 

Table 1: Descriptive Statistics 

 

Looking at the summary statistics, we can observe that the mean log GDP was 32.4949. This 

means that the average log GDP in the sample is 32.4949. The standard deviation of log GDP 

was 0.21133. This means that the observations in log GDP are typically within 0.21133 of the 

mean. The minimum log GDP was 32.233 and the maximum log GDP is 32.8475. 

The mean log of number of SMEs in Uganda is 14.2057. This means that the average log number 

of SMEs in Uganda in the sample was 14.2057. The standard deviation of log of number of 

SMEs in Uganda was 0.186. This means that the observations in log number of SMEs in Uganda 

were typically within 0.186 of the mean. The minimum log number of SMEs in Uganda was 

13.91 and the maximum log number of SMEs in Uganda was 14.457 

The mean log tax earnings by SMEs in Uganda is 22.31. This means that the average log tax 

earnings by SMEs in Uganda in the sample was 22.31. The standard deviation of log tax earnings 

by SMEs in Uganda was 0.255. This means that the observations in log tax earnings by SMEs in 

Uganda were typically within 0.255 of the mean. The minimum log tax earnings by SMEs in 

Uganda was 21.96 and the maximum log tax earnings by SMEs in Uganda is 22.67 

Log_Export~s            9    23.65558    .2924256   23.19568   24.04188

Log_Employ~d            9      14.597    .1256817    14.4033   14.77102

Log_Tax_ea~s            9    22.31081    .2559152   21.96321   22.67186

Log_No_of_~s            9    14.20576    .1864449   13.91082   14.45736

     Log_GDP            9     32.4949    .2113348     32.233   32.84752

                                                                       

    Variable          Obs        Mean    Std. Dev.       Min        Max
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The mean log of employment opportunities by SMEs is 14.597. This means that the average log 

of employment opportunities by SMEs in the sample was 14.497. The standard deviation of log 

of employment opportunities by SMEs was 0.1256. This means that the observations in log of 

employment opportunities created by SMEs were typically within 0.1256 of the mean. The 

minimum log of employment opportunities by SMEs was 14.40 and the maximum log of 

employment opportunities by SMEs is 14.77 

The mean log of export earnings is 23.6555. This means that the average log of export earnings 

in the sample was 23.6555. The standard deviation of log of export earnings was 0.292. This 

means that the observations in log of export earnings are typically within 0.32 of the mean. The 

minimum log of export earnings was 23.195 and the maximum log of export earnings was 

24.041. 

4.3 Finding on the relationship between the number of SMEs and the GDP of Uganda 

Findings on the different number of the Small and Medium Sized Enterprises (SME5) were 

considered as evidenced below; 

4.3.1 Presentation of findings on Number of SMEs over the past 9 years 

 Figure 1 presentation of Number of SMEs 

 

Analysis Shows that the number  of small and medium-sized enterprises has being increasing consistently 

in the last 9 years. This was so because majority of the Small and Medium Sized Enterprises (SMEs) in 
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the Uganda increased due the high population growth rate and the increased development in human 

capital with a higher log of 6.375 in 2022/23 compared to log of 6.04 in the year 2014/15. 

4.4 Finding on the influence of SMEs’ tax contribution on Uganda’s GDP 

A finding on the influence of SMEs’ tax contribution to Uganda’s GDP has being found to 

significant. SMEs contribute positively to Uganda’s GDP as presented below. 

4.4.1 Presentation of findings on SMEs tax contribution to Uganda’s GDP over the past 9 

years 

Figure 2 Presentation on SMEs tax contribution 

 

The Above Analysis Shows that SMEs tax contribution to GDP has being increasing consistently in the 

last 9 years. This was because majority of the Small and Medium Sized Enterprises (SMEs) in the 

Uganda has a large taxable capacity due to expansion in the size of SMEs. The tax contribution to GDP 

has a higher log of 9.84 in 2022/23 compared to log of 9.53 in the year 2014/15.  
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4.5 Finding on the link between SMEs’ employment generation and Uganda’s GDP 

A finding on the link of SMEs’ employment generation and Uganda’s GDP has being found to 

significant. SMEs contribute positively to Uganda’s GDP in terms of creating job opportunities 

as presented below. 

4.5.1 Presentation of findings on the link between SMEs Employment generations to 

Uganda’s GDP over the past 9 years 

Figure 3 Presentation on employment created by SMEs 

 

The number of jobs created by SMEs has been rising over time. In 2014/2015, the number of 

jobs created by SMEs was 6.26 log employment units. By 2022/2023, the number of jobs created 

by SMEs had increased to 6.43 log employment units. 

The growth of SMEs employment generation has been correlated with the growth of Uganda's 

GDP. In years when Uganda's GDP has grown, the number of jobs created by SMEs has also 

grown. For example, in 2017/2018, Uganda's GDP grew by 4.7% and the number of jobs created 

by SMEs grew by 0.1 log employment units. 
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The growth of SMEs employment generation has been uneven. There have been some years 

when the number of jobs created by SMEs has grown more rapidly than in other years. For 

example, in 2020/2021, the number of jobs created by SMEs grew by 0.2 log employment units, 

which was the largest annual growth rate over the entire period. 

4.6 Findings on the influence of SMEs’ export earning on Uganda’s GDP 

A finding on the influence of SMEs’ export earnings on Uganda’s GDP has being found to 

positive. SMEs contribute to Uganda’s GDP in terms of export earnings as presented below. 

4.6.1 Presentation on the findings of the influence of SMEs’ export earning on Uganda’s 

GDP 

Figure 4 Presentation of SMEs, Export earnings 

 

From the above, my finding suggests that SMEs contribute positive to GDP in terms export earnings and 

this has been increasing upwardly in the past years. This was because many of the Small and Medium 

Sized Enterprises (SMEs) in the Uganda has the capacity to produce for export and the favorable public 

policy of trade liberalization. The influence of export earnings by SMEs to GDP has a higher log of 10.42 

in 2022/23 compared to log of 10.08 in the year 2014/15. This shows a positive influence between export 

earnings and Uganda’s GDP.   
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4.7 Correlation analysis between Uganda’s GDP and SMEs 

Table 2 correlation results 

 

From the findings, there was a strong positive relationship between Uganda’s GDP and the 

Number of SMEs with Pearson correlation coefficient at 0.9763. This implies that for every 

increase in the number of SMEs, it will lead to increase in the GDP of Uganda.  For instance, 

each increase in the number of Small and Medium Sized Enterprises (SMEs) is an opportunity to 

increase o GDP hence more efforts and policies that promote growth in the size of SMEs should 

be advocated for to enhance economic growth and increase on economic development. 

Additionally, there was a very strong positive relationship between Uganda’s GDP and Tax 

earned by SMEs with a Pearson correlation coefficient at 0.838. This implies that for every kind 

of taxes earned by SMEs it increases on the Uganda’s GDP. For example, each activity done in 

the Small and Medium Sized Enterprises (SMEs) is an opportunity for increased tax earnings 

hence more efforts should be done to enhance their performance so as to increase on their 

contribution to GDP.  

Furthermore, our results reveal that there was a very strong positive relationship between 

employment opportunities created by SMEs and the Uganda’s GDP growth at Pearson 

correlation coefficient of 0.9822. This implies that for every kind employment opportunity 

generated by SMEs, Uganda’s GDP increases. For instance, each activity done in the Small and 

Medium Sized Enterprises (SMEs) is an opportunity to the labor force hence more efforts should 

be done to enhance their performance so as to increase on their contribution to development. 

From the findings, there was a strong positive relationship between Uganda’s GDP and export 

earnings by SMEs at Pearson correlation coefficient at 0.9731. This implies that for every kind 

Exportearn~X     0.9802*  0.9995*  0.9971*  0.9995*  1.0000 

Employmetc~d     0.9763*  1.0000*  0.9948*  1.0000 

Taxearning~X     0.9893*  0.9948*  1.0000 

    NoofSMES     0.9763*  1.0000 

GDPatMktpr~X     1.0000 

                                                           

               GDPatM~X NoofSMES Taxear~X Employ~d Export~X
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of export earnings by SMEs it increases on the Uganda’s GDP. For instance, each export 

earnings in the Small and Medium Sized Enterprises (SMEs) is an opportunity to expand on 

GDP hence more efforts should be done to enhance their performance so as to increase on their 

contribution to development via export earnings. 

4.8 The regression analysis results between GDP Growth and the Number of SMEs, Their 

Tax earnings, Employment opportunities created, and Export earnings. 

 Table 3 Regression output 

      Source |       SS                 df           MS                                                         Number of obs   =         9 

                                                                                                                              F(4, 4)         =    7.64231  

       Model    .0 67128959   4          .01678224                                              Prob > F        =    0.0000 

    Residual    .000261772    4           .000065443                                           R-squared       =    0.6661 

                                                                                                                               Adj R-squared   =    0.6622 

       Total       .067390731    8           .008423841                                            Root MSE        =    .00809 

 

                    gdp |         Coef.                Std. Err.            t                  P>|t|                  [95% Conf. Int 

         No of SMEs             1.107866   .0905897           12.23          0.000                        .8936556    1.322077 

      Tax earnings            .8159458    .0480718            16.97          0.000                         .7022741    .9296175 

Employment created     1.651541   .1194481           13.83          0.000                          1.369091    1.933991 

   Export earnings        .7032206      .0629842            11.17          0.000                         .5542866    .8521546 

       _cons                       3.642584   .7572533             4.81             0.002                         1.851965    5.433204 

 

From the above the regression equation can be written as; 

GDPi =3.642584+1.107866𝑁𝑖+0.8159458𝑇𝑖+1.651541𝐸𝑚𝑖+0.7032206𝑋𝑖+ 𝜺𝒊 

Where; 

GDPi =is the dependent variable, GDP at the i period and it is represented using contribution 

from all sectors of the economy. 
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Ni = the number of SMEs from ith time period 

Ti = tax earnings from SMEs at the ith time period 

Emi =Employment opportunities created by SMEs starting from ith time period 

Xi =Export earnings by SMEs at the ith time period 

𝛆I = error term. 

 

Table above presents the regression results based on the OLS models. These results showed the 

positive and significant coefficients of the variables influencing Uganda’s GDP growth. The 

coefficients of small and medium-sized enterprises are significant and stable. F-statistic was 

equal to 7.64231 with a probability of 0.000, showing that the model was significant. The R2 was 

equal to 0.6661(66.61%), which indicated the explanatory power of independent variables in the 

model. 

 In the OLS model, the coefficient of the number of small and medium-sized enterprises with 

respect to the GDP of Uganda was stable at approximately 1.107866   with a T-value of 12.23     

indicating a significant positive effect on Uganda’s GDP. This result suggests that if the ratio of 

Number of SMEs in Uganda increases by 1% point (e.g., from 27% to 28%), then the GDP of 

Uganda would increase by approximately 110.78% point (e.g., from a performance rate of 15% 

to 115.78%).  

The coefficient of Tax earnings by small and medium-sized enterprises with respect to Uganda’s 

GDP was stable at approximately 0.8159458 with a T-value of 16.97, indicating a significant 

positive effect on GDP growth. This result suggests that if the ratio of tax earnings by small 

enterprises to GDP growth increases by 1% point (e.g., from 32% to 33%), then the Uganda’s 

GDP would increase by approximately 81.59% point (e.g., from a performance rate of 11% to 

92.59%).  

The coefficient of employment opportunities created by small and medium-sized enterprises with 

respect to the performance of GDP was stable at approximately 1.651541   with a T-value of 

13.83, indicating a significant positive effect on performance of GDP. This result suggests that if 
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the ratio of Employment opportunities created by small enterprises to GDP increases by 1% 

point (e.g., from 2% to 3%), then the performance of Uganda’s GDP increases by approximately 

165.51% (e.g., from a performance rate of 44% to 209.51%).  

The coefficient of Export earnings by small and medium-sized enterprises with respect to the 

performance of GDP was stable at approximately 0.7032206 with a T-value of 11.17, indicating 

a significant positive impact on performance of GDP. This result suggests that if the ratio of Tax 

earnings by small enterprises to GDP increases by 1% point (e.g., from 23% to 24%), then the 

performance of Uganda’s GDP increases by approximately 70.32% (e.g., from a performance 

rate of 23 to 93.32%).  

4.9 Discussions of the findings 

Drawing on the dynamic capability theory, the study investigated the relationship between 

Uganda’s GDP growth and the number of SMEs, their Tax earnings, Employment opportunities 

created, and Export earnings by SMEs. The study established that SMEs variables such the 

number of SMEs, their Tax earnings, Employment opportunities created, and Export earnings by 

SMEs have a strong positive correlation with GDP performance thus supporting H1. This implies 

that when SME owners/managers can create opportunities, increase on number of SMEs, pay 

revenue, and export their products with different stakeholders; this would enhance the growth of 

GDP. A plausible explanation for such results could be due to the fact that SME managers in 

Uganda rely on their workers to establish long-term relations with their clients and other 

stakeholders which improve the performance of the GDP. Our findings are consistent with the 

earlier establishment of a positive and significant relationship between Uganda’s GDP growth 

and the number of SMEs, their Tax earnings, Employment opportunities created, and Export 

earnings by SMEs.  (UBOS, 2019; Adebayo and Alheety et al., 2019 Nure et al. (2020) Umar et 

al. (2020)). 

The results also revealed that Number of SMEs significantly influence GDP growth. This was an 

indication that as entrepreneurs increase on the number of Firms in form of creating more 

branches in the economy, their number would greatly improve. For instance, more enterprises 

would enable entrepreneurs to acquire and retain customers whilst management capabilities 

would aid in professionalization and formalizing enterprise operations. Thus, these capabilities 

would result in better sales, market share, and profits. My results corroborate with J. B. Barney 
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(2001) assertion that SMEs that possess and control pool capabilities are in a better performance 

position compared to their counterparts. Related, Adebayo & Alheetyy, 2019 argued that 

exporting SMEs that utilize their internal capabilities employee skills, better technologies realize 

better export performance. Furthermore, Kamboj and Rahman (2015) explain that for SMEs to 

realize superior contribution in this complex environment there was a need to develop and 

efficiently use their capabilities especially marketing capabilities. More studies have established 

a positive and significant correlation between GDP Growth and tax earnings by government 

(World Bank, 2019, Umar et al. (2020)). Leveraging on the dynamic capability theory, firm 

Capability enhances the firm’s ability to utilize resources efficiently and perform tasks or 

activities that generate better tax revenue (Teece, 2014b) 

 Regarding employment opportunities created a positive and significant association was 

established between GDP growth and employment opportunities hence being supported. This 

suggests that when SME owners/ managers are competent enough, firms are most likely to have 

capabilities in terms of management, marketing, and market linking and this would enhance their 

performance through efficiency in their operations. Employee competencies like working 

experience enable managers to mobilize and beef up the firm’s internal labor force like through 

internal linkages. Therefore, despite the commonalities in SMEs resources as assumed by the 

theory, differences in employment opportunities created are brought out by their ability to 

integrate, reconfigure, gain and utilize these resources to create market value (Eisenhardt & 

Martin, 2000). The findings resonate with Hwang et al. (2020), they also found that 

entrepreneurial competencies in the form of managerial skills and technical knowledge have a 

significant influence on competitive advantage and employment generation. 

. 
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5.0 CHAPTER 5: SUMMARY, CONCLUSION, AND RECOMMENDATION 

 

5.1 Introduction. 

This chapter presents summaries of study findings as per the study objectives, conclusions based 

on those findings and recommendations based on both the study findings and other relevant 

literature considered necessary and vital to be used in future to improve the study situation.  

 

5.2 Summary of major findings. 

This section shows summary of the major findings in accordance with research objectives and 

questions.  

5.2.1 Summary of finding on background of descriptive statistics  

The summary statistics show that the variables in the study were normally distributed with a 

mean close to the median. The standard deviation was relatively small, indicating that the 

observations were clustered around the mean. The minimum and maximum values are within a 

reasonable range, suggesting that there are no outliers in the data. Based on the summary 

statistics, we can conclude that the variables in the study are generally well-behaved and suitable 

for further analysis. 

5.2.2 Summary of finding on the relationship between the number of SMEs and the GDP of 

Uganda 

The number of SMEs in Uganda has been increasing steadily over the past nine years. This 

increase is likely due to a number of factors, including economic growth, government policies, 

and changing demographics. The growth of SMEs was a positive development for the Ugandan 

economy, as they contribute to job creation, innovation, and economic growth. 

5.2.3 Summary of finding on the influence of SMEs’ tax contribution on Uganda’s GDP 

The log of SMEs' tax earnings as a percentage of Uganda's GDP has been increasing in recent 

years. This increase was likely due to a number of factors, including the growth of the SME 

sector, the improvement of tax collection systems, and the increase in government support for 
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SMEs. The increase in SMEs' tax contribution was a positive development for the Ugandan 

economy, as it provided much-needed revenue to the government and helps to support economic 

growth. 

5.2.4 Summary of finding on the link between SMEs’ employment generation and 

Uganda’s GDP 

My findings show that there was a positive link between SMEs employment generation and 

Uganda's GDP. As Uganda's GDP grows, the number of jobs created by SMEs also grows. 

However, the growth of SMEs employment generation has been uneven, with some years 

experiencing more rapid growth than others. It also suggests that SMEs play an important role in 

the Ugandan economy. By creating jobs and stimulating economic growth, SMEs can help to 

reduce poverty and improve the lives of Ugandans. 

5.2.5 Summary of finding on the influence of SMEs’ export earning on Uganda’s GDP 

 There was also a positive influence between SMEs export earnings and Uganda's GDP. As 

Uganda's GDP grows, SMEs export earnings also grow. This suggests that SMEs are benefiting 

from the growth of the Ugandan economy and are playing an important role in export trade. 

5.3 Conclusion 

From the results of this study, it can be concluded that GDP Performance can be improved by 

enhancing the growth of SMEs through increasing the number of SMEs. This could be done at 

individual level by entrepreneurs or managers taking advantage of any training opportunities 

through which skills and knowledge are attained or through specialized sector trainings 

organized by authorities like ministry of trade, industry and cooperatives. It’s evident that when 

entrepreneurs possess competencies such as innovative thinking, networking, and relationship 

building, GDP performance tends to improve. Therefore entrepreneurs/managers need to attain 

such competencies as a way to spur improved GDP performance. This will also fuel the 

accumulation of SMEs capabilities given the fact that SMEs are resource constraints. This 

suggests that entrepreneurs with high networking, relationship building, and innovative thinking 

competencies able to create SMEs capabilities in form of marketing, market linking, and 

management capabilities. To sum up, the significant contribution of this study is the mediating 
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role of SMEs capability. It was revealed that where these managers focus on building the overall 

SMEs capability as a conduit to promote SME performance, GDP perform better through the 

direct effect of SMEs. 

5.4 Recommendation 

Small and Medium Sized Enterprises (SMEs) need to employ professionals to manage their 

businesses this will improve on GDP performance since these will establish and strengthen the 

internal controls as regards financial resources to reduce on mismanagement and 

misappropriations. It is through this that small businesses whose startup capital is based on own 

savings will easily access financial institutions for loans to enhance their business operations 

towards employment provision.  

SMEs operators should widen their markets so as to reduce competition and increase on export 

this should be done by integrating market information into the planning process because 

marketing is the life blood of a competitive marketplace as it is driven towards the needs and 

desires of customers in the production decisions. This should be done with the help of the 

Government through tax exemption strategies for investment and direct financial support to 

small scale enterprises.  

Government should introduce motivation incentives in support of the SMEs operations for 

examples increased salaries, wage tax holidays and other non-monetary rewards. This would 

improve on the performance of the GDP towards development and employment provision.  

The decision makers of the Small and Medium Sized Enterprises (SMEs) should adopt the best 

form of organization that can address the following issues with help of updated technology; 

i. The life and continuity of the business 

ii.  ii. The operating flexibility of the employees 

iii.  iii. The ease and expense of making the business recognized  

iv. The ease with which capital can be acquired to support business operations  

v.  The ability to control the business without jeopardizing other activities in which they are 

involved 
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5.5 Limitations 

The impact of SMEs on the economy can vary depending on a number of factors, such as the 

sector they operate in, their location, and their access to resources. This makes it difficult to 

generalize about the impact of SMEs across the economy due to time and resource constraints. 

The contribution of SMEs to the economy is often indirect. For example, SMEs may create jobs 

that support other businesses or industries. This makes it difficult to fully measure the 

contribution of SMEs to the economy. 

5.6 Areas for further Research 

The impact of SMEs growth on environment: More research is needed to understand the impact 

of SMEs on economic growth. This could include research on how SMEs create jobs, boost 

exports, and innovate. 

The challenges faced by SMEs: More research is also needed to understand the challenges faced 

by SMEs in Uganda. This could include research on access to finance, infrastructure, and 

markets. 

The role of government: More research is needed to understand the role of government in 

supporting SMEs. This could include research on government policies and programs that are 

designed to help SMEs grow and thrive. 

By addressing these limitations and conducting further research, a researcher can gain a better 

understanding of the contribution of SMEs to Uganda's GDP and how to support their growth. 
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APPENDICES 

 Table 4 Secondary data set 

S/No Year 
GDP at Mkt prices in 
UGX 

No of 
SMES  

Tax earnings in 
UGX 

Employmet 
created 

Export earnigs  
in UGX 

1 2014/2015 
        
99,681,000,000,000  

     
1,100,000  

           
3,455,435,000  

      
1,800,000  

    
11,851,000,000  

2 2015/2016 
     
104,447,000,000,000  

     
1,200,000  

           
3,585,202,000  

      
1,900,000  

    
13,305,000,000  

3 2016/2017 
     
108,518,000,000,000  

     
1,300,000  

           
4,002,940,000  

      
2,000,000  

    
15,360,000,000  

4 2017/2018 
     
115,197,000,000,000  

     
1,400,000  

           
4,462,459,000  

      
2,100,000  

    
17,508,000,000  

5 2018/2019 
     
128,694,000,000,000  

     
1,500,000  

           
4,939,226,000  

      
2,200,000  

    
19,352,000,000  

6 2019/2020 
     
138,283,000,000,000  

     
1,600,000  

           
5,433,243,000  

      
2,300,000  

    
21,492,000,000  

7 2020/2021 
     
148,278,000,000,000  

     
1,700,000  

           
5,944,511,000  

      
2,400,000  

    
23,272,000,000  

8 2021/2022 
     
162,123,000,000,000  

     
1,800,000  

           
6,473,031,000  

      
2,500,000  

    
25,522,000,000  

9 2022/2023 
     
184,288,000,000,000  

     
1,900,000  

           
7,018,804,000  

      
2,600,000  

    
27,622,000,000  

 

 

 

 

 

 

 

 

 

 

 



35 
 

REFERENCES 

Arshad, M. &. (2019). Internal capabilities and SMEs performance: A case of textile industry in 

Pakistan. . Retrieved from Management Science Letters, 9(4), 621–628.: 

https://doi.org/10.5267/j.msl.2019.1.001 

Davis S.J., H. J. (1996). Small Business and Job Creation. Dissecting the Myth and Reassessing 

the Facts, Small Business Economics . 

Donkor, J. D.-K. (2018). Innovative capability, strategic goals and financial performance of 

SMEs in Ghana. Asia Pacific Journal of Innovation and entrepreneurship. Retrieved may 

21, 2023, from https://doi.org/10.1108/APJIE-10-2017-0033 

Eikelenboom M. & de Jong G. (2019). The impact of dynamic capabilities on the sustainability 

performance of SMEs. Retrieved may 21, 2023, from Journal of Cleaner Production, 235: 

https://doi.org/10.1016/j.jclepro.2019.07.013 

Hernández-Linares, R. K.-F. (2021). Dynamic capabilities and SME performance: The 

moderating effect of market orientation. . Retrieved MAY 21, 2023, from Journal of 

Small Business Management, 59(1), 162–195. : https://doi.org/10.1111/jsbm.12474 

independent, T. (2022, July 8). UDB sets aside ugx 600 Bn for SMEs in 2022. 

Karami, &. T. (2019). Entrepreneurial orientation and SME international performance: The 

mediating role of networking capability and experientia learningl. Retrieved MAY 21, 

2023, from International Small Business Journal, 37(2),: 

https://doi.org/10.1177/0266242618807275 

Kennedy, R. a. (1999). Capacity Building for Private Sector Development in Africa. UNIDO:. 

Kothari, C. R. (2004). Research Methodology. New Delhi: New Age International (P) Ltd. 

Lutwama, J. S. (2008). Small & Medium Enterprises (Smes) Financing in Uganda: Are Capital 

Markets a Viable Option? 5. 

Maldonado-Guzmán, G. G.-R.-C. (2019). innovation capabilities and performance: Are they 

truly linked in SMEs? Retrieved may 21, 2023, from International Journal of Innovation 

Science, 11 : https://doi.org/10.1108/IJIS-12-2017-0139 



36 
 

Ministry of Trade and UIA, I. a. (2015 and 2021). UGANDA MICRO, SMALL AND MEDIUM 

ENTERPRISE (MSME) POLICY. kampala. 

Monitor. (2021). Govermet seeks to link 750,000 SMEs to internatioal markets. 

Monitor and UNCTAD. (2022, November 14). UNCTAD supports Uganda to develop a national 

strategy to boost entrepreneurship. Retrieved may 17, 2023, from www.unctad.org 

Namagembe, S. R. (2019). Green supply chain practice adoption and firm performance: 

Manufacturing SMEs in Uganda. Management of Environmental Quality. Retrieved 

2023, from an International Journal, 30(1), 5–35: https://doi.org/10.1108/MEQ-10-2017-

0119 

Nkundabanyanga, S. K. (2016). Board governance, intellectual capital and firm performance. 

Retrieved 2023, from Journal of Economic and Administrative Sciences, 32(1), 20–45. : 

https://doi.org/10.1108/JEAS-09-2014-0020 

Odoom, R. A.-D. (2017). Branding capabilities and SME performance in an emerging market: 

The moderating effectof brand regulations. Marketing Intelligence & Planning. Retrieved 

may 21, 2023 

Orobia, L. A. (2020). Inventory management, managerial competence and financial of small and 

medium business. Retrieved may 21, 2023, from Journal of Accounting in Emerging 

Economies: https://doi.org/10.1108/JAEE-07-2019-0147 

Peter, Q. (2001). Competition and Small and Medium Enterprises in Developing Countries,. 

Working Paper No. 10. 

Pucci, T. N. (2017). Firm capabilities, business model design and performance of SMEs. . 

Retrieved 2023, from Journal of Small Business and Enterprise Development, 24(2), 

222–241.: https://doi.org/10.1108/JSBED-09-2016-0138 

World bank. (2007). contribbution of SMEs in developing Economies.  

 



37 
 

Oguttu, C. & Ngoma, J. (2018). The contribution of youth SMEs to employment creation in 

Uganda. Journal of Small Business and Entrepreneurship Development, 6(2), 86-110. 

Ugandan Investment Authority. (2019). Annual report 2018. Kampala: Uganda Investment 

Authority. 

Uganda Bureau of Statistics. (2019). Statistical abstract 2018. Kampala: Uganda Bureau of 

Statistics. 

World Bank. (2019). Uganda economic update, 13th edition. Kampala: World Bank Group 

Zamani, S. Z. (2022). Small and Medium Enterprises (SMEs) facing an evolving technological 

era: a systematic literature review on the adoption of technologies in SMEs. European 

Journal of Innovation Management, 25(6), 735–757. https://doi.org/10.1108/ejim-07-

2021-0360 

Jayeola, O., Sidek, S., Rahman, A. A., Mahomed, A. S. B., & Hu, J. (2022). Cloud Computing 

Adoption in Small and Medium Enterprises (SMEs): A Systematic Literature Review and 

Directions for Future Research. International Journal of Business and Society, 23(1), 

226–243. https://doi.org/10.33736/ijbs.4610.2022 

Religia, Y., Surachman, S., Rohman, F., & Indrawati, N. (2021). E-Commerce Adoption in 

SMEs: A Literature Review. Proceedings of the 1st International Conference on 

Economics Engineering and Social Science, InCEESS 2020, 17-18 July, Bekasi, 

Indonesia. https://doi.org/10.4108/eai.17-7-2020.2302969 

Utami, B., & Sudarmiatin, S. (2022). The Impact of CRM on Business or MSME Performance: 

A Literature Review. Journal of Social Science, 3(3), 488–494. 

https://doi.org/10.46799/jss.v3i3.342 

Sutandi, S., Vikaliana, R., Hidayat, Y. R., & Evitha, Y. (2020). Strategi Peningkatan Kinerja 

UMKM melalui “UMKM Naik Kelas” Pada UMKM di Kecamatan Cempaka Putih 

Jakarta Pusa. Jurnal Komunitas: Jurnal Pengabdian Kepada Masyarakat, 2(2), 159–163. 

https://doi.org/10.31334/jks.v2i2.740 

 

Aljuhani, F., & Balubaid, M. (2020). Developing the Performance of Business Incubators to 

Increase the Percentage of the Contribution of SMEs in the Saudi GDP to Achieve Vision 2030. 



38 
 

International Journal of Advanced Engineering Research and Applications, 6(02), 22–34. 

https://doi.org/10.46593/ijaera.2020.v06i02.001 

 

Umar, A., Alasan, I. I., & Mohammed, A. M. (2020). SMEs and GDP Contribution: an 

Opportunity for Nigeria’s Economic Growth. The International Journal of Business & 

Management, 8(1). https://doi.org/10.24940/theijbm/2020/v8/i1/bm2001-046 

Basika, E., Mutumba, R., Menya, J., Kabeng, I., Kiggundu, N., & Oshaba, B. (2020). A review 

of the human resource management dilemma for SMEs: case of central Uganda. Arts & 

Humanities Open Access Journal, 4(6), 1–7. 

https://doi.org/10.15406/ahoaj.2020.04.00178 

Kintu, I., Buyinza, F., & Kiwala, Y. (2019). Tax Administration and Entrepreneurial 

Performance: A Study of SMEs in Uganda. International Business Research, 12(12), 39. 

https://doi.org/10.5539/ibr.v12n12p39 

 

 

 


