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ABSTRACT

Micro and Small Enterprises (MSEs) immensely contribute to economic development and offers job opportunities
in a country. Uganda Government has introduced innovations aimed at facilitating growth and ensure
sustainability of Mses. Despite these efforts,70% of SMEs inclusive of those owned by Muslim Women
entrepreneurs, fail to transition beyond survival stage. Objectives were to: evaluate effect of debt management
skills, financial planning and Islamic financial principles on performance of MSEs of Muslim Women in Mbarara
City, Uganda. The study was anchored on Resource-Based Theory and Theory of Islamic Economics and guided
by conceptual framework. Positivism philosophy was adopted, both descriptive research design and quantitative
research approach were adopted. Target population was 298 with a sample of 171.Simple random sampling and
purposive sampling were used to select respondents. Data was collected using questionnaire and analysed using
multiple regression technique with the help of SPSS tool. The regression model explained 98.7% of variation in
performance of SMEs.The results of hypothesis showed statistically significant effects of debt management
skills(t=.899,P="000.P<.05),financial planning(t=.067,P=.000.P<.05) and Islamic financial
principles(t=.000,P<.05) on performance of MSEs .The study concluded that all the three constructs affected
performance of MSEs. Recommendations include entrepreneurial trainings, development of favourable policy
framework and expansion of Islamic banks. The findings could be useful to researchers, academicians, policy
makers and Muslim Women entrepreneurs.

Keywords: Micro and Small Enterprise, Debt management Skills, Financial Planning, Islamic Financial
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INTRODUCTION
The Micro and Small Enterprises (SMEs) of Muslim women have contributed immensely to economic
development of countries where they are the majority. The Muslim Women entrepreneurs have exhibited
remarkable resilience and adaptability, leveraging digital technologies and social media platforms to access new
markets and customers [17. In Indonesia, the world’s largest Muslim-majority country, Muslim women
entrepreneurs through MSEs have significantly contributed to national economic growth and poverty reduction
efforts [27]. In recognition of this role, the government implemented extensive initiatives to promote women
entrepreneurship through affordable funds from microfinance institutions and entrepreneurial trainings [37. In
United Kingdom (UK) Muslim women entrepreneurs have greatly played a critical role in economic development
and evolution of entrepreneurship [47. In Africa, Muslim Women particularly from Nigeria, have a long-standing
history of entrepreneurial engagement and actively participates in trade and commerce [57]. Their contribution to
economic develop is vivid in sectors such as agriculture, retail, and services. The contribution to GDP reported by
Small and Medium Enterprises Development Agency of Nigeria is estimated at ¥10 trillion annually and employs
millions of people nationwide [67. In South Africa, Muslim Women entrepreneurs have also made a contribution
towards growth of textiles, food production and service industry through MSMEs. The support of the
government has enabled them establish South African Muslim Women’s Entrepreneurship Network (SAMWEN)
and Small Enterprise Development Agency [77]. The MSEs contribute approximately R12 billion annually and
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employ thousands of South Africans [87]. In East Africa, Tanzania, Muslim Women owned MSEs contribution
towards local economic development is approximately TZS 5 trillion annually and employ thousands of people [9,
107]. The growth of MSEs have shown steady growth and contributing immensely to household incomes and
creating employment opportunities.Many have ventured in textiles, catering and other services [117].Report from
Uganda Small Scale Industries Association (USSIA, 2020) shows that their contribution towards GDP is
estimated at UGX ¢ trillion annually and also create employment opportunities to thousands of people [127. In
Mbarara District, MSEs growth and sustainability are hindered or hampered by constraints emanating from
operation and finance [13-167]. A study by [167] indicates that 45.7% of variation in SMEs performance was
accounted for by financial literacy and digital finance access.

Theoretical Perspective
Resource-Based View (RBV) was developed by [17], posits that a firm’s internal resources (tangible and
intangible) are the foundation which assists in achievement of competitive advantage. Theory of Islamic
Economics was developed by [18] and extended by [197]. The theory is grounded on Magqasid al-Shariah
framework with assumption that economic activities should promote justice, equity, and social welfare while
adhering to Islamic prohibitions against riba (interest), gharar (uncertainty), and unethical practices. The two
theories are relevant to this study because finance is one of the key resources required by entrepreneurs in running
the enterprises inclusive of MSEs. They assist in the achievement of goals and objectives of an organization
although Theory of Islamic Economics prohibits payment of interest(interest) on usury and is specific in guiding
Muslim followers including Muslim Women entrepreneurs.

Statement of the Problem

Globally and nationally, Micro and Small Enterprises (SMEs) play a big role in economic development through
revenue generation and job creation opportunities. In Uganda, SMEs account for 90% of private sectors, annually
generate more than Ushs2 trillion and employ more than 2.5 million people [207. As part of government role to
support their growth and sustainability, the government has introduced Women Entrepreneurship Programme
and Uganda Small Scale Industries Association. Despite these innovations, 70% of SMEs fail to transition beyond
survival phase and persistently record low performance (Ministry of Trade, Industry and Cooperatives, 2023;
Ministry of Gender Labour and Social development, 2023).)The majority of MSEs owned by Muslim Women
entrepreneurs in Mbarara District are grappling with low performance as depicted in low profit margins, stagnant
sales and limited market share expansion((Mbarara City Commercial Officer report, 2022). Therefore there is
knowledge gap in regards to the effect of debt management skills, financial planning and Islamic Financial
principles on performance of MSEs of Muslim women entrepreneurs in Mbarara District. If the situation is not
mitigated, Muslim Women entrepreneurs will continue living in poverty and reduced income. This in the long run
will make it difficult for Uganda to achieve vision 2040,’A transformed Uganda Society from a peasant to a modern
and Prosperous Country within 80 years’.

Objectives of the Study
The general objective was to examine the effect of Financial Knowledge on Performance of Micro and Small
Enterprises of Muslim Women in Mbarara District, Uganda. The specific objectives were:
1) To evaluate the effect of Debt Management Skills on performance of MSEs of Muslim Women Entrepreneurs
in Mbarara city.

ii)To evaluate the effect of Financial Planning on performance of MSEs of Muslim Women Entrepreneurs in
Mbarara city.
iii) To examine the effect of Islamic Financial Principles on performance of MSEs of Muslim Women
Entrepreneurs in Mbarara city.
Research Hypotheses

H.1: There is no statistically significant effect of debt management skills on performance of MSEs of Muslim
women in Mbarara city.
H,2:There is no statistically significant effect of financial planning on performance of MSEs of Muslim women in
Mbarara District.
H.3:There is no statistically significant effect of Islamic Financial Principles on performance of MSEs of Muslim
women in Mbarara District.

Significance of the Study
The findings of the study will benefit researchers, academicians, policy makers in the government and managers of
Micro and Small Enterprises and also Muslim Women Entrepreneurs.
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Conceptual Framework
The conceptual framework has two key variables independent variable and dependent variable as illustrated in
figure 1 below.
Entrepreneurial Financial Knowledge(IV) Performance of MSEs (DV)

o Debt Management skills
——  »| e Profit Growth

e Financial Planning &Budgeting * Sales Growth
e Market Share

e I[slamic Financial Principles

Source.Researcher,2025
Figurel.Interaction of independent and dependent variables
LITERATURE REVIEW
Effect of Debt Management skills on performance of Micro and Small Enterprises
[21], investigated the effect of debt management practices on loan performance of deposit taking microfinance
institutions in Kenya .The study used descriptive research design and data collected using a questionnaire .The
study found that credit rationing, debt budgeting, debt structure, credit monitoring, and debt analysis
significantly effected loan performance. [227], studied debt management challenges faced by small business
holders in Ghana. The objectives were to identify the sources of funding of small businesses and examining debt
management strategies. Respondents were selected using Simple random sampling and data collected using
interview. Data was analyzed using SPSS software. The study found that Equity was the main source of fund
through personal savings and retained earnings. [237, conducted a study in Pride Microfinance Bank within
Kampala in Uganda and looked at debt management and performance of organizations. Study objectives were to
examine the techniques of debt management, assessing impact and identifying challenges of debt management on
bank performance. The findings showed that debt management techniques were composed of determination of
payment period, assessment of credit worthiness and contacting credit reference. Based on the findings it was
concluded that there was a strong positive relationship between credit policy and debt collection performance.
[247, investigated the effect of debt financing on the financial performance of Small and medium Enterprises
(SMEs) in Zimbabwe. Positivism philosophy and cross-sectional survey design were used. Questionnaire was used
to collect data from 210 SMEs. The found that debt financing influenced positively financial performance in
emerging markets. [25], conducted a study on the impact of debt management skills on SME financial inclusion
of 312 SME:s in India. The findings revealed a strong positive correlation between debt management and financial
inclusion. [267], Studied Strategic debt restructuring and financial access among small enterprises. The findings
showed that entrepreneurs with good formal training in debt management were having better records and could
secure working capital and trade credit. [277, studied debt management and financing gaps of women-owned
enterprises in Kenya. They found that although many entrepreneurs had solid debt management practices,
systemic barriers limited their financing opportunities. The barriers included gender biases and lack of collateral.
[287, investigated Credit mismanagement and financial exclusion in Nigerian SMEs. The findings showed that
poor debt management SMEs often skipped repayments and misallocated borrowed funds leading to operational
inefficiencies. [297], examined credit management techniques among women-owned SMEs in Morogoro
Municipality, Tanzania. The study found that proper utilization of credit influenced business performance.
Effect of financial planning on performance of Micro and Small Enterprises
[80], studied financial management techniques and business performance They conducted survey comprising of
30 small and micro businesses (MSBs) in Hyderabad District. The finding indicated that there was a moderate
correlation between financial management techniques and business performance. [317], examined budgeting
techniques in manufacturing SMEs in Nairobi County, Kenya. The result revealed  there was relationship
between budgeting techniques and performance of SMEs. 327, looked at the impact of financial management on
entrepreneurial success. The study employed a mixed-methods approach, combining primary and secondary data
to study entrepreneurs in West Oromia. The findings showed that financial management had an impact on
entrepreneurial success. [337], examined budgeting practices among SMEs in Yemen, providing valuable insights
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into financial management in a challenging economic environment. The result showed that budgeting practices
had influence on financial management of SMEs. [347], studied financial planning practices and their implications
on SME creditworthiness. They found out that businesses that practice consistent financial planning are more
likely to have structured records, better risk management, and improved creditworthiness. (357, investigated
Strategic financial planning and SMEs credit access in Southeast Asia. The study covered over 400 SMEs in
South-East Asia The study found that SMEs with structured financial plans had higher credit ratings and were
more successful in accessing commercial bank loans and investment funds.
Effect of Islamic Financial Principles on performance of Micro and Small Enterprises

[367], Studied impact of Islamic Financial principles on SMEs growth indicators in Oman. Mixed-methods
approach was adopted for this study. The result revealed that Islamic Financial principles had a positive impact on
SMEs growth indicators. [37 ], investigated Islamic bank financing and SMEs performance in Indonesia, utilizing
partial least squares analysis. The study found that there was a positive relationship between Islamic bank
financing and SME performance. [387, examined the impact of Islamic finance on Omani SMEs. The study
adopted a qualitative approach. The findings indicated that Islamic finance had an impact on SMEs. [397],
investigated the effect of Islamic entrepreneurial characteristics on SME success in Indonesia. The findings
showed that there was relationship between Islamic entrepreneurial characteristics and SMEs.

[40], examined the effects of specific Islamic financial instruments on Micro, Small and Medium Enterprises
(MSME) performance in Nigeria. The findings showed that there were effects of Islamic financial Instrument on
MSMEs. [847, conducted a study on Shariah-compliant finance and financial inclusion in Muslim-majority
countries. The findings revealed that this alternative approach to financing enhances financial inclusion for
clients who avoid traditional interest-bearing instruments for religious reasons. By providing Shariah-compliant
financing models, Islamic financial institutions open access to underserved Muslim populations, particularly in
conservative communities. 417, studied Risk-sharing contracts and SME financing under Islamic finance in
Nigeria .The study found that adoption of these principles enhances the capacity of MSMEs to secure finance even
without collateral. [427, investigated Awareness and adoption of Islamic finance among South African
entrepreneurs. The findings showed that many Muslim entrepreneurs are unfamiliar with available Islamic
financial products or view them as difficult to understand. [437, studied Islamic equity contracts and borrower-
lender relationships in Malaysia. The study found that Islamic finance principles reduce exploitation and promote
shared accountability, increasing lender confidence and borrower engagement. 447, investigated the relationship
of Islamic Finance principles and performance of MSMEs in the Makindye Division of Kampala, Uganda. The
study adopted correlational research design with a sample of 86 business respondents from 30 MSMEs. Key
principles examined were prohibition of riba (interest), halal investment, and ethical practices. The findings
showed a statistically significant positive relationship between each principle and MSME performance. Regression
model adopted explained 16.4% of the variation on MSMEs performance.

RESEARCH METHODOLOGY
The study used positivism philosophy in guiding the study especially in the choice of research design and research
approach [457]. The study utilized both descriptive research design and quantitative research approach [467. The
target population was 298(Mbarara city Council Registry,2024) and sample size of sample of 171 which was
determined by use of Yamane formula (1967). Simple random sampling and purposive sampling were the main
techniques used in selecting respondents. Data was collected using the questionnaire and analyzed by using
multiple Linear regression technique(Y=BO+BX1+B2X2+BX3+e) and results presented in tables. All research
ethics were adhered to during the research.

RESULTS OF THE STUDY

The questionnaires which were sent to respondents all were received giving response rate of 100%. The validity
and reliability of the research instrument were tested and results were 0.794 and 0.977 respectively which are
above the accepted level of 0.70 [477].

Results of Research Hypotheses
The results from regression analysis are shown in table labc

Table1a.Model Summary
Model R R2 Adjusted R? Standard error of
the estimate
1 .9934 .987 .987 .15120

a. Predictors: (Constant), Debt Management skills (DMS), Financial Planning (FP) Islamic Financial Principles
(IFPs)
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The R value is a measure of quality of the prediction of the dependent variable which is the performance of MSEs
(DV). A value of .993 indicated a good level of prediction. The R? value showed the proportion of variance in the
dependent variable that can be explained by independent variables (DMS, FP &IFPs). Therefore(R?-.987), the
independent variables explained or accounted for 98.7% of the variability in performance of micro and small

enterprises.
Table 1b: ANOVA*

Model SS df MS F Sig.

1 Regression 278.810 3 92.987 4040.74 .000P
Residual 3.727 163 .023
Total 282.537 166

a. Dependent variable: Performance of MSEs
b. Predictors(Constant): Debt Management skills (DMS), Financial Planning (FP) Islamic Financial Principles
(IFPs)

The F-ratio in the ANOVA table tested whether the overall regression model was good fit for the data. The table
revealed that the independent variables statistically significantly predicted the performance of MSEs, FF.05(8,163)
=4040.74, P<.05. Therefore, regression model was good fit of the data.

Table 1c: Coefficients®

Model Unstandardized Coefficients Standardized T Sig.
Coefticients
B Std. Error Beta
1 (Constant) .069 033 .099 037
DMS .356 .056 .368 .399 .000
FP 550 .061 .b62 .067 .000
IFPs 071 .035 .068 .000 .047

a. Dependent variable: Dependent variable: Performance of MSEs

Model equation

Y=.069+.336X1+.550X2+.071X3 1
Testing of Hypothesis

H.1: There is no statistically significant effect of debt management skills on performance of MSEs of
Muslim women in Mbarara city.

The findings indicated that debt management skills had significant effect statistically on performance of micro
and small enterprises owned by Muslim Women (t=.399, p=.000, P<.05).Therefore the null hypothesis was
rejected. Addition of one unit of debt management skills will increase performance of MSEs by .356 units
H.2:There is no statistically significant effect of financial planning on performance of MSEs of Muslim
women in Mbarara District.

The result revealed that financial planning significantly statistically affected performance of micro and small
enterprises owned by Muslim Women (t=.067 p=.000, P<.05). Consequently, the null hypothesis was rejected.
Addition of one unit of financial planning increases performance of MSEs by .550 units

H.3:There is no statistically significant effect of Islamic Financial Principles on performance of MSEs of
Muslim women in Mbarara District.

The findings revealed that Islamic Financial Principles statistically significantly affected the performance of
micro and small enterprises owned by Muslim Women (t=.000, p=.047, P<.05). Therefore, the null hypothesis
was rejected. Addition of one unit of Islamic financial Principles will increase performance of MSEs by .071 units.

DISCUSSION

Effect of Debt Management Skills on performance of MSEs of Muslim Women Entrepreneurs in Mbarara
city.

The findings showed significant statistically effect debt management skills on performance of MSEs owned by
Muslim Women (t=.399, p=.000, P<.05). Adding one unit of debt management skills will increase performance
of MSEs by.356 units. The result supports the findings from various authors who reported significant effect of
DMS on performance of MSEs [21, 24, 5. The implication is that the same is applicable to Muslim Women
entrepreneurs owhing SMEs.
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Effect of Financial Planning on performance of MSEs of Muslim Women Entrepreneurs in Mbarara city
The findings from the study also revealed that financial planning significantly statistically affected performance
MSEs of Muslim Women (t=.067 p=.000, P<.05). Addition of one unit of financial planning increases
performance of MSEs by .550 units. This finding is in agreement with findings of many other researchers who
found similar effect [35, 32, 807.

Effect of Islamic Financial Principles on performance of MSEs of Muslim Women Entrepreneurs in
Mbarara city
The findings indicated that Islamic Finance Principles statistically significantly influenced performance of MSEs
owned by Muslim Women (t=.000, p=.047, P<.05).It further revealed that introducing one new principle of
Islamic financial Principles will increase performance of MSEs by .071 units. The findings also support existing
studies which revealed that Islamic finance principles significantly influence performance of SMEs [36, 37, 38,
10, 447
CONCLUSION

The study concludes that debt management skills, financial planning and Islamic financial principles do affect
performance of Micro and Small Enterprises of Muslim Women in Mbarara City, Uganda.

RECOMMENDATIONS

The following recommendation will help foster performance of MSEs owned by Muslim Women entrepreneurs

i)Entrepreneurial trainings for Muslim Women particularly the recent innovations concerning MSEs

ii)Development of favourable policy framework which incorporates interest of Muslim Women entrepreneurs

iii) Creation of more Islamic banks to provide credit facilities in adherence to Islamic Principles
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