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ABSTRACT 
This study, Management Competencies and Performance of SMEs in Gulu Municipality, 
Uganda. The study was carried out in Gulu Municipality, Uganda and the purpose of the study 
was to analyze the relationship between Management competencies, Innovation and the 
Performance of SMEs in Gulu Municipality in Gulu District, ·uganda. The study adopted 

' qualitative and quantitative research approach of which the QUAN-Qual Model was considered 
and in this study a cross sectional research design was used; The study used questionnaire and 
interview and sample size of 136 SMEs was used in the study of which the study had 279 
respondents from the SMEs in Gulu Municipality, Uganda; Primary data was collected µsing 
self-administered questionnaires and interview guide; Data analysis of Pearson's correlation 
coefficient, regression analysis was done with the help of SPSS version 16. The study reveals 
positive and significant relationship between Management Competencies, innovations and 
Performance of SMEs. Management Competencies and innovation explain about 27.6% of the 
variance in Performance of the SMEs in Gulu Municipality in Gulu District, Uganda. This 
implies that in order to achieve better performance, SMEs should improve Management. 
Competencies and carry out innovation. In conclusion, Management Competencies and 
innovation contributes only 27 .6% towards the performance of the SMEs in Gulu Municipality, 
Uganda. Therefore other factors contribute 72.4% on the performance of the SMEs in Gulu 
Municipality, Uganda. This study recommends that research on other predictors like market 
conditions, access and source of finance, Culture, access to information, infrastructure, 
organization learning of the enterprises, the regulatory burden, training and education and 
Government policies that have influence on performance need to be done to improve SMEs 
performance. 

• 

. ' 
xi 

f 
I 

' 



.. 

1.0 Introduction 

CHAPTER ONE 

INTRODUCTION 

I 

In Uganda, small and medium enterprises (SMEs) are considered as seedbeds for the growth of 

new firms and important machineries for poverty reduction through wealth and job creation, 

income generation as well as ·drivers for innovation (Uwonda, Okello and Okello, 2013). The 

performance of SMEs in Gulu Municipality is of great importance and its successful operation 

facilitates the improvement of living standards, economic growth and development in Gulu 

Municipality however series of questions are being asked about its contribution in Gulu 

Municipality since the majority of the people in Gulu Municipality survive on less than 1 United 

States dollar (USO) equivalent 3500 Uganda shillings (UGX) per day despite the existence of 

several SMEs in Gulu Municipality. The performance of SMEs is influenced by the management 

competencies and innovation among other factors like access to finance, climate change, culture, 

entrepreneurial attitude organizational learning. This study analyzed the influence of 

management competencies and innovation on the performance of the SMEs in Gulu 

Municipality. This chapter provides the background of the study, statement of the problem, 

purpose of the study, objectives of the study, research questions, and scope of the study, the 

significance of the study and the conceptual frame work of the study . 

• • 
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1.1 Background of the Study 

On a global scale SMEs are a very heterogeneous group of enterprises and cuts across several 

sectors and activities, ranging from the single artisan producing agricultural implements for the 

village market, the coffee shop at the comer, the internet cafe in a small town to a small 

sophisticated engineering or software firm selling in overseas markets and a medium-sized 

automotive parts manufacturer selling to multinational automakers in the domestic and foreign 

markets. The owners may or may not be poor; the firms operate in very different markets (urban, 

rural, local, national, regional and international) embody different levels of skills, capital, 

sophistication and growth orientation, and may be in the formal or the informal economy as 

noted by Un!ted Nations Industrial Development Organization (UNIDO, 2004). 

Statistical definitions of what constitutes an SME vary quite widely from country to country and 

e1 ·en within· single countries, depending on the business sector concerned, Organization for 

Economic Co-operation and Development (OECD, 1997). Thus, there is no universal 

determinant or criteria of defining an SME. Much depends on the character of the relevant host 

country, and the profile of its own particular corporate sector, from which a relative measure of 

an SME is then typically made, sometimes on a rather arbitrary basis. Some countries just use the 

number of employees as the sole criteria for determining whether a business is an SME or not. 

Other countries use this same criterion, plus an additional criterion based on either the value of 

~ 

the firm's assets or the size of revenues, typically denominated in the local currency. For 

instance considering the European Union (EU) and the Organization for Economic Co-operation 

and Development (OECD), transition and developing countries set the upper limit of number of 

• 
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employees in the SMEs between 200-250, with a few exceptions such as Japan (300 employees) 

and the United States of America (500 employees) ( OECD, 2004). 

Another classifying variable has been level of investments measurable in monetary terms, using 

both head staff count and level of capital investment, the European Union (EU) classifies SMEs 

as enterprises which employ fewer than 250 persons and which have an annual turnover not 

exceeding 50 million euro, and/or an annual balance sheet total not exceeding 43 million euro 

(EU commission, 2003). The diverse definitions criteria can sometimes be conflicting and t 
l 
I 

confusing due to the overlap in what they should differently define. For instance on the basis of 

employment many enterprises especially in Asia and Africa due to cheap labour may employ -
over 200 persons whereas . operating below I 0 million euro. In such a case a regional definition 

can be more helpful than a universal one because what qualifies in one region or country such as 

N~apal and India may be different from what an SME is in the United Kingdom (UK), United 

States of America (USA) or Germany because of differences in market economies. 

According to Harvard University Management competencies Dictionary (2014), Management 

competencies are things that an individual must demonstrate to be effective in a job, role, 

function, task, or duty. These things include job-relevant behavior (what a person says or does 

that results in good or poor performance), motivation (how a person feels about a job, 

... 
organization, or geographic location), and technical knowledge (what a person demonstrates 

regarding facts, technologies, a profession, procedures, a job, an organization). Management 

competencies are identified through the study of jobs and roles. Moor, Cheng and Dainty (2002) 

defined management competencies as observable ab11ities, skills, knowledge, motivations or 

. ' 
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traits defined in tenns of the behaviors needed for successful job perfonnance, competencies are 

what people need to be able to perform a job well, an ability to meet performance expectations in 

a role and deliver the required results. Management competencies include specific skills, 

knowledge, attitude, behaviors and techniques which include expertise resulting from training 

and experience necessary to fulfill a task. 

Behaviors of managers that - characterize great performance in an enterprise ensures that 

employees have clear goals and responsibilities, working with employees to set and 

communicate perfonnance standards that are specific and measurable, supports employees in 

their efforts to achieve job goals, staying informed about employees' progress and performance 
... 

through both formal methods like status reports and informal methods like management by 

walking around, providing specific performance feedback both positive and corrective as soon as 

P';;ssible after an event, dealing firmly and promptly with performance problems and lets people 

know what is expected of them and when. 

Management competencies based management supports the integration of human resources 

planning with business planning by allowing organizations to assess the current human resource 

capacity based on their management competencies against the capacity needed to achieve the 

vision, mission and business goals of the organization. Targeted human resource strategies, plans .. 
and programs to address gaps like hiring and staffing, learning, career development, and 

succession management are then designed developed and implemented to close the gaps. Pearce 

& Robinson ( 1996) noted that, SMEs is said to be competent if its management demonstrates a 

good knowledge of the industry in tenns bf how to position the enterprise in the market. 

. ' 
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Uwonda et al. (2013) revealed that managers in Gulu municipality, Northern Uganda failure to 

perform their duties has affected the performance of the SMEs leading to low profitability, low 

growth of the SMEs. Bimbona (2008) in a study on SMEs revealed that, manager's inadequate 

skills, knowledge and competencies to coordinate the daily operations. This is in Uganda where 

enterprise managers have a reputation of being less innovative and keep on selling similar 

products and services leading to price wars or cut throat price competition where firms reduce 

the price of its products to a lower rate to out compete the competitors producing the similar 

products or goods and services. The Study notes that about 30% of adults had ended business in t 
I 

less than 1 year and that the inadequacy of management competencies of many enterprises is 

responsible for their poor quality products and service delivery. This situation is similar in Gulu ... 

Municipality, Gulu District Uganda where a number of SMEs have stopped their operations 

mysteriously in the recent years. SMEs require adequate innovation to enable activities to be 

c'.>ordinated efficiently and effectively. 

SMEs inadequacy of innovation is often considered to part a major obstacle to creativity in 

SMEs however previous investigations found in literature scanty work on Management 

competencies, innovations as key factors influencing the perfonnance of SMEs within Gulu 

Municipality in Gulu District, Uganda. In Uganda, through Enterprise Uganda, Ministry of 

Tourism Trade and Industry in collaboration with the Private Sector Foundation Uganda have 

put in place several initiatives to facilitate SMEs performance and promote their '2xpansion. 

According to the Global Entrepreneurship Monitor Report (2004), over one in every three adult 

Ugandan was engaged in some form of business. The report further posits that these businesses 

do not live to see their first .birthday and for almost every 35°/o of the SMEs businesses that close, • 

about 3 7% start nfW businesses again. As a result of these findings, the report ranked Uganda as 

s 
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the second highest in tenns of business startups and ranked Uganda as the country with the 

highest business failure rate in the world (GEM Report, 2004). 

SMEs perfonnance is a fundamental feature for SMEs survival and sustainability where 

perfonnance factors such as innovation have been found to spur business expansion, 

technological progress, and wealth creation in both start-up and existing firms hence being a key 

aspect of management of an -organization. SME finns that are innovative tend to achieve 

organizational vision, missions and goals independently (Lumplin & Dess, 1996). Whereas, 

those found to be poor perfonners, lack innovation, organizational learning, have limited access 

to information on market opportunities, unaffordable business development services and lack of .. 

finance, adequate technical and management support services. Keizer et al. (2002) affinned that 

the effects of innovation on SMEs performance are direct and indirect where SMEs found to 

iQcorporate innovation into their strategies are able to maintain market share, competitive prices 

level, and tend to be flexible and durable organization. Uwonda et al. ( 2013) after the research 

they carried out in Northern Uganda of which Gulu Municipality is part of it noted that 

management of SMEs must be innovative in order to improve its performance in tenns of cash 

flow management, meeting the needs of the customers, production of quality products. 

According to · Kasekende and Opondo (2003), despite SMEs importance and improvement in 

~ 

economic development in Uganda, these economic agents seem to operate in a business 

environment characterized by fragmented and incomplete organization structures where an 

awareness of the required quality business information, markets, technology, policies, 

regulations add finance is limited yet SMEs are perceived to perform better in innovative ahd 

' 
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better organized environments (Okello, 2009). On the other hand, Okumu (2006) asserts that 

there is limited innovation among Ugandan SMEs since most of them are characterized by the 

copycat syndrome. Okumu (2006) postulates that SMEs in Uganda operate in an environment 

which lacks efficient, formal organizational systems to address performance and innovative 

issues. It is upon this background that the study seeks to analyze the factors influencing the 

performance of SMEs with major focus on management competencies and innovation as key 

factors. 

t 
I 

Gulu Municipality has several SMEs currently in operation however most of them do not have 

high capita! size as compared to SMEs based in central Uganda, most SMEs in Gulu 

Municipality is not experiencing high returns that is attributed to management competencies and 

innovations, most of Gulu Municipality SMEs are offering similar products with limited 

v:mation meaning that they are not greatly innovative to enable them serve the demanding 

consumers in the region, this has propelled the study on management competencies, innovations 

and performance of SMEs in Gulu Municipality, Uganda . 

• 

' 
7 



.. 

I 

1.2 Statement of the Problem 

Despite of the enonnous actual and potential contribution of SMEs to Uganda's economic and 

overall steady growth, the majority of them are making negligible contribution as a result of 

achieving low growth in their businesses (Sekyewa, 2009). Poor performance inform of low 

growth, low profitability of SMEs in Oulu Municipality is due to lack of relevant knowledge 

which is a construct of Management competencies in the SMEs (Uwonda et al, 2013) and in the 

long run makes SMEs to drop out in business every 5 years at a rate of 25%. Though the SMEs 

are making positive contributions to economic growth and development in Uganda the rate of r 
I 

failure is also high (Kazooba, 2006). Despite efforts by government to provide support to SMEs 

in order to attain performance sustainability through different government programmes, there has ... 

been marginal improvement caused in the performance of SMEs (BoU, 2009). The inadequate 

contribution of SMEs in performance may be explained by limited innovation among SMEs 

le.1:ding to stagnated growth and this may be explained by the Management competencies and 

inadequate innovation which has deprived them of competitive scope and managerial 

capabilities. If this is left unchecked will continue to constrain the economy of Uganda. 

Studies have been done in areas such as access to Finance, organizational learning and 

performance of SMEs however there is scanty study about SMEs performance with respect to 

the management competencies and innovations as an issue having impact on the performance of 

~ 

SMEs of which this calls for research to be done and it is why i have come up to study about it to 

enable the contributions of SMEs in Oulu Municipality to improve greatly resulting to low level 

of unemployment since the people would be employed in the sector due to its improvement in 

operations. • 

' 
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1.3 Purpose of the Study 

The purpose of the study is to analyze the relationship between management competencies, 

innovation and the performance of small and medium enterprises in Oulu Municipality in Oulu, 

Uganda. 

1.4 Objectives of the Study 

This study was guided by the following objectives: 

i. To explore the level of management competencies of SMEs in Oulu Municipality. 

ii. To analyze the level of innovation among the SMEs in Gulu Municipality. 

iii. To investigate the relationship between management competencies and innovation 

.. on the performance of SMEs in Gulu Municipality. 

1.S Research Questions 

i. What is the level of management competencies within the SMEs in Oulu 

Municipality? 

ii. What is the level of innovation among SMEs in Gulu Municipality? 

n1. What is the relationship between management competencies, innovation on the 

SMEs performance in Gulu Municipality? 

1.6 Scope· of the Study 
~ 

The scope of this study is discussed under the three facets of content, geographical location of 

the study area and time. 

This study focused on management competencies, innovations and the perfonnance of SMEs in 

Gulu Municipality in Gulu District, Uganda where skills, knowledge, experience that falls under 

the variable of itanagement competencies, process based, SMEs products, customer care 

9 
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formalities that falls under the variable of innovations, profitability, sales growth and market 

share of the SMEs that falls under the variable of perfonnance of SMEs in this research is to be 

analyzed. 

This study was carried out in Gulu Municipality in northern Uganda due to fact that number of 

SMEs have since cropped up although they are facing a myriad of challenges. The coordinates of 

Gulu Municipality are: 2°46'54.0"N 32°17'57 .O"E. The distance from Gulu Municipality to 

Kampala, Uganda's capital and largest city, is approximately 340 kilometers (210 miles) by road. 
r 
I 

On 27 August 2014, the national population census put Gulu Municipality population at 

152,276.Gulu Municipality was considered for the study because the literature provide 
... 

information on the performance of the SMEs but does not focus on post conflict situation like 

Gulu Municipality thus the reason why the research study was done in Gulu Municipality. 

f 

The study focused on data covering the period 20I0-2014 as much as the general design was I 

cross-sectional in nature. The historical component of the study was to help build up the 

understanding of SME performance trend. 

1. 7 Significance of the Study 

The findings are likely to benefit many individuals and institutions as noted below. 

The study findings are likely to help the SMEs to enhance the improvement of their se~ices and 

products to meet the global required standard since they would be able to deal with issues of 

management competencies, innovations as key factors affecting performance of SMEs within 

Gulu Municipality, Uganda. • 

' 
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The study may benefit policy makers including the government in formulating useful policies 

concerning management competencies, innovations and performance of SMEs within Gulu 

Municipality in Gulu District, Uganda. 

The study may also help in providing literature on management competencies, innovations 

performance of SMEs within Gulu Municipality in Gulu District, Uganda which other 

researchers and academicians may use while conducting further studies in this, or related areas of 

study. 

Further still,, the completion of this study will help the researcher attain a Master degree of 

Business Administration (MBA) of Gulu University since this a requirement in partial fulfillment 

of the requirements for the award of this degree. 

r 
I 
i 
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1.8. The Conceptual Framework 

According to Maghanga (2008), a conceptual framework can be looked at as a theoretical 

structure of assumptions, principles, and rules that holds together the ideas comprising a broad 

concept. It therefore, shows the relationship between the independent and the dependent 

variables. In this study, management competencies including the skills, knowledge, experience 

that workers will have and innovation was considered as the independent variables (Figure 1.1 ). 

The performance of the SMEs is considered as the dependent variable. The performance of 

SMEs is characterized by profitability, sales growth and returns on the assets owned by the 

various SMEs. The skills under management competencies to be analyzed includes technical 

skills, computer skills, communication skills, innovation is to be measured according to the .. 

following parameters: technology based, behavioral based, product based and customer care. 

Figure 1.1: Conceptual Framework 

Management 
Competencies 

• Skills 
• Knowledge 
• Experience 

Performance of SMEs 
• Profitability 

• Sales growth 

• Return on assets 

Innovations 
• Products 
• Process based 

• Customer care 

Source: Adapted from Odeng Julius (2009), Vinod Kumar and Uma Kumar (2010) and Apollot 

Stella (2012) . 

• • 
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In this study skills was operationalized through relevancy, invention, creativity, motivation, 

leadership, listening. Knowledge was operationalized by quality of products, record keeping, and 

uniqueness in ideas, market research, and attitude. Experience was operationalized by honoring 

appointments, self-motivation, and productive use of resources. Customer care operationalization 

is done by customer satisfaction, relationship strategy with the customers, repeat purchase, and 

quality of after sale services. Process innovation was operationalized by use of internet to deliver 

services, design of internet, and ·merger of flow of work. Process innovation was operationalized 

by readiness of commodity, reliability of the services, and access of the products to the 

customers. Entrepreneurial innovation operationalization was done by idea source, new product 

niche, autonomy in production units, pioneering technological development. Sales growth was ... 

operationalized by increase in sales, market growth, and purchasing volume. Profitability was 

operationalized by profit margin, return on investment, cost of storing inventory, distribution 

co~~t. Market share was operationalized by accommodation of demand variation, machine break 

down, poor delivery performance . 

• • 
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LITERATURE REVIEW 

2.0 Introduction 

This chapter reviews the relevant literature, the area of inquiry of this research is cross 

disciplinary the literature from each area of management competencies, innovation and 

performance of SMEs. This section constitutes the Small and medium enterprises, SMEs 

contribution to economies, management competencies among SMEs, management competencies 

and performance of SMEs, innovation concept among SMEs, measurement of innovation, 

innovation and SMEs performance. 

2.1 Small and Medium Enterprises 

The role played by SMEs in enhancing growth in market-driven economies has emerged as a 

coJ1.sistent theme in recent literature on economic performance (Akoorie, 1998). The majority of 

studies done on SMEs have not agreed on a universally acceptable definitions and criteria for 

classifying SMEs. In Uganda the definition of SM Es is defined based on the number of 

employees, annual turnover, ownership, value of assets. This study adopted the definition used 

by the Ministry of Finance Planning and Economic Development (MoFPED, 2011) and Uganda 

Investment Authority (UIA, 2011 ). According to this definition, a small enterprise is one that 

employs a maximum of 50 people with an annual turnover of 360 million Uganda shillings and 

~ 

total assets of 360 million Uganda shillings. A medium enterprise is an enterprise employing 

more than 50 people, turnover of more than 360 million Ugandan Shillings and total assets of 

more than 360 million Ugandan Shillings. 
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SMEs have played a significant role in economic development, especially in developing 

countries (Halabi et al. 2010). They play a critical role in terms of job creation, poverty 

reduction, and income generation (Agyei-Mens·ah, 2011; Nichter and Goldmark, 2009). They 

constitute 90o/o of the enterprises worldwide and account for 50-60% of employment (UBOS, 

2011 ). In Uganda, they contribute approximately 20% of the national GDP and over 20% of the 

labour force income (Ernest & Young, 2011 ). In the UBOS, 2011 report on the Census of 

Business Establishments illustrated that 30% of 458, 106 enterprises were small and medium 

enterprises and the sector employed over 1 million people. 

Studies have revealed that in Uganda there is no consistent and harmonized SMEs policy 

framework to guide growth and development of the SME sector (UIA, 2011 ). Inadequate policy 

frameworks hinder SMEs from benefiting from existing business incentives, support services and 

re'i~ted infrastructural systems. They may lack managerial skills, innovations because of 

inadequate representation among active lobby groups like the manufacturing associations and 

their participation in associations. 

2.2 SMEs Contributions to economies 

The importance of SMEs has attracted a lot of attention internationally in past few years due to 

their significant contributions to the economies of both the developed and developing countries 

(Asiedu, 2006). In Europe, SMEs are the backbone and engine of the European economY. In the 

European Union, almost 85% of net new jobs from 2002-2010 were created by SMEs (European 

Union, 2012; European Commission, 2011; Abouzeedan, 2011; and Muhammad et al, 2010). In 

the United States, the effect of globalization on· SMEs has received a lot of attention in 
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international circles in the past few years. In 2004, SMEs in the U .S.A employed about 25 

million people and their gross product was about 20 percent of the gross domestic product of 

private industries in the U.S. (Kozlow, 2006; a ·EA, 2006). In Asia, SMEs are very important for 

employment creation and are sources of economic growth and foreign currencies. 

In Indonesia, SMEs are valued for their potential to create employment, to generate foreign 

currencies through export, and ·their potential to grow into larger enterprises (Tumbunan, 2012). 

In India, SMEs constitute over 90% of total enterprise in most of the economy, generating the 

highest rate of employment growth and account for a major share of industrial production and 

exports (Kumar and Sardar, 2011 ). In Africa, SMEs are efficient and prolific job creators, the ... 

seeds of big businesses, . and the fuel of national economic engines. From an economic 

perspective, however, SMEs are not just suppliers, but also consumers (Abor and Quartey, 

2Jj 10). SMEs make up approximately 50% of the gross domestic product, it has higher 

production output than large companies, greater capacity to innovate, a more direct impact on 

cultural and social issues, and a greater role to play in the future growth of an economy (Belinda, 

2011 ). 

In the East African Community (EAC), SMEs play a great role in developing national economy 

by alleviating poverty and participating in the global economy. For example, in Kenya SMEs, 

make up well over 90% of the country's private sector. For the government, SMEs ar~ a source 

of employment opportunities particularly for the low skilled workers, as well as women and 

young people, wealth creation, contribute to stability and generate tax revenues. They also 

contribute to local supply and service provision to larger corporations (EAC, 2009). In Uganda, 

16 

t 
I 

~ 
I 

I 

{ 
~ 

• 

1 
I 
\i 
I 



~ . ' 

.. 

I 

SMEs are viewed as the engine for growth as they contribute to reduction of poverty through job 

creation, paying taxes for national progress and a basis for developing new ideas, contribute to 

economic growth and sustainable development (Ssendaula, 2002). Uganda SMEs are vital 

drivers of growth, innovation and a source of government revenues that target poverty reduction 

(COMSEC, 2011). More so, they account for over 70 percent of the country's dominant 

economic force, employing more man 2.5 million people, constitute 70 to 90 percent of the 

private sectors and contributes-over 70% to total GDP (Kakista and Baguma, 2011; Ssempijja, 

2011 ). Reports by UIA, (2011) revealed about 24,505 SMEs, employing over 90% of the private 

sector workers and contribute substantially to the provision of basic goods and services. In 2011, 

the small-medium size enterprises contribute 14% to 18% of the total revenue to the government 

respectively (Mugabe, 2012). However, the rate at which Uganda's SMEs are running out of 

business, especially due to poor performance stands at 50% annually leaving a lot to be desired 

(J(ampumure, 2009; and Kiningi, 2007). While Uganda ranks high in the rate of SMEs 

establishment and its being among the most entrepreneurial population in Africa, it is among 

countries where business failure is most common (Naduda, 2011, Badagawa, 2011 ) . 

. 
Studies by Kazooba, (2006) and Keough, (2002) revealed that a common scenario is that most of 

the Uganda businesses never celebrate their first anniversary, over 50% of the newly established 

SMEs fight an uphill battle from the start but fail in five years and that less than 4% of small 

businesses grow to medium or large firms. Kazooba (2006) as quoted by Okuo~i (2016) 

reported that SMEs in Uganda are bedeviled by poor management competencies, thus turning 

Uganda into a graveyard of SMEs . 

• 

' 17 

f 

• 



' '. 

' .. 

.. 

I 

SMEs fonn part of other enterprises to contribute greatly to the economies of all other countries, 

regardless of their level of development. The sector made a significant contribution to the gross 

domestic product (GDP) of Uganda (20%), Kenya (19.5%) and Nigeria (24.5%), (Abanis, 2013). 

SMEs form a significant part of the Ugandan economy nevertheless they face a number of 

problems, including inadequate innovation among the SMEs which is often considered to be the 

problem that SMEs faces among others in Uganda (MoFPEO, 2008). 

SMEs in Uganda employ more than 2.5 million people, constitute up to 90 percent of the private 

sector and contribute over 70 percent to total GDP (Ankunda, 2010). According to Uganda 

bureau of statistics UBOS (2004), the value of goods and services generated by SMEs was 

United · States dollar (USO) 1,363, 733 million of the total USO 2,360, 157 million thus a 

contribution of 58%. They employed 2, 704, 127 people, representing 56% of employment size. In 

ac:dition, they are responsible for human resource and entrepreneurial development, poverty 

alleviation and improved quality of life, resource mobilization, business adaptability and 

sustainability. This state of affairs agrees with Association of Chartered Certified Accountants 

(ACCA), 2006 findings that around 60% of ACCA students and members work for SMEs. 

2.3 Management Competencies among SMEs 

Kochadai (2012) postulate a set of managerial competencies such as information seeking, 

systematic planning, problem solving, goal setting, communication, technical knoW1edge and 

social skills. Hellriegel (2008) stated that managerial competencies are sets of knowledge, skills, 

behaviors and attitudes that contribute to personal effectiveness. This is supported by Henderson 

(2000) wh6 defines a competency as a combination of knowledge and skills requirett to 
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successfully perfonn an assignment. Its attainment is evidenced by the ability of an individual to 

gather data, process it into useful information, access it and arrive at an appropriate and useful 

decision in order to initiate the actions necessary to accomplish the assignment in an acceptable 

manner. 

Odeng (2009) puts it that, management competency as an underlying characteristic of a person 

which enables him/her to deliver superior performance in a given job, role, or situation Lenssen 

(2006) noted that, defining the managerial competencies required for any particular job role 

allows managers and those responsible for their development, to grasp what is required to reach 

improved levels of excellence and performance by providing a common framework which .. 

articulates the skills, knowledge and attitudes relevant to successful business practice. The area 

of competitiveness, managerial competencies emerge as a basis for competitive edge as these are 

u.aderlying characteristics of a person that have causal relationship with superior performance. 

Renee, Dionne, John, Crocker & Dlott (2002), states that, managerial competencies provide a 

basis for needs assessments to help programs identify areas for program improvement. They add 

that, Performance indicators operationally define each competency and that these performance 

indicators identify skills, behaviors, or practices that demonstrate the existence of the 

competency. 

Rychen and Salganik (2003) argued that individuals need a wide range of iilanagerial 

competencies in order to face the complex challenges of today's world, but it would be of limited 

practical value to produce very long lists of everything that they may need to be able to do in 

• various contexts at some point in their lives. They went ahead and argued that; key management 

' ... 
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competencies are not determined by arbitrary decisions about what personal qualities and 

cognitive skills are desirable, but by careful consideration of the psychosocial prerequisites for a 

successful life and a well-functioning society. However they observed that though management 

competencies are needed to help accomplish collective goals, the selection of key management 

competencies needs to some extent to be informed by an understanding of shared values. 

According to Association of . Chartered Certified Accountants ACCA (2006), the level of 

managerial skill is gauged based on the level of not only education but also natural 

administrative talent and practical experience possessed by an enterprise's managers in the given 

business area. Whereas administrative talent is measured using the managers innate managerial 

capacity (Aaron & Warren, 2004), the level of education is established basing on the educational 

qualification possessed by the manager and employees (Kayongo, 2005). The practical 

e.i perience, which indicates the level of the SMEs industrial knowledge, is determined in terms 

of period of time spent in the business which is usually measured in terms of number of month or 

years spent by the SMEs in a given business (Kayongo, 2005). The SMEs is considered to be 

competent if its managers are educated in the relevant field of the enterprise's business and if the 

managers have accumulated enough practical experience in the field of operation (Myers, 1997). 

According to Okello (2008) SMEs need information on finance, local markets, business 

management skills, appropriate technologies, business competitors and security how~er SMEs 

in Gulu municipality are lagging behind in using Information and Communication Technologies 

(ICTs ), lack of familiarity with changing technology especially the Internet. Although the SMEs 

are making a fundamental contribution to Gulu municipality, Notthem Uganda, they face serious 
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' challenges including lack of trained information professionals, appropriate technology to access 

electronic infonnation about service delivery to the population of Gulu municiaplity. The 

presence of limited skills in finance, market acquisition, business management skills, and poor 

internet skills is attributed to management incompetence of the SMEs in Gulu Municipality. 

2.4 Management Competencies and Performance of SMEs 

Balunywa (2003) stated that, traditionally, SMEs in Uganda do not have requisite managerial 

competencies to run certain activities I tasks in their SMEs. Such managerial competencies are a 

set of skills, related knowledge, traits and attitudes that allow an individual to perform a task or 

an activity within a specific function or job (Raynard, 2001). Senge (2002), noted that, although 

the competencies that are required of the members are known, there is evidence that some of the 

entrepreneurs that run these SMEs' are usually poorly educated, have inadequate experience, are 

u•jmaginative and lack business skills and knowledge to perform their work which in tum 

affects business performance. Management competencies being the knowledge, skills, 

experience, ability, personal characteristics and other worker-based factors, help differentiate 

superior performance from average performance under specific circumstances. 

Martin & Staines (2008) examined the importance of management competence in SMEs success. 

They found out that lack of managerial experience, skills and personal qualities as well as other 

factors such as adverse economic conditions, poorly thought out business plans anc1 resource 

starvation are found as the main reasons why new firms fail. The distinguishing feature of high 

growth and low growth of SMEs is education, training and experience of managers . 

• 
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Lyles et al (2004) observed that, managerial competencies as measured by the education of the 

founder, managerial experience, entrepreneurial experience, start-up experience and functional 

area experience positively impact on new venture performance. Other empirical studies such as 

Small bone and Welter (2001) and Hisrich and Dmovsek (2002) found out that, managerial 

competencies as measured by education, managerial experience, start-up experience and 

knowledge of the industry positively impact on the performance of new SMEs. 

Musoke (2007) argues that management competencies are more important than just knowledge 

and skills for the successful performance of complex tasks with a high level of responsibility. He 

adds that as far as knowledge and skills are concerned, many people are equal as can be seen 

from degrees, diplomas and certificates and work experience and work results. Therefore it is the 

employee's effort, enthusiasm, motivation and the underlying self-image that distinguishes the 

s~ . ccessful employee from the unsuccessful one. 

Brophy (2002) revealed that, management competencies provide benchmarks for comparing 

actual performance with desired performance. This is supported by Appelbaum (2002) and 

O'Reilly (2004) who contend that competent employees' contribute greatly to the achievement 

of SMEs goals. They add that, without competence, employees' can violate the psychological 

contract thus hindering one's ability to be competent and perform well. SMEs need competent 

managers who do not simply respond to change but proactively recognize when ~hange is 

necessary, understand the change management process, and foster an environment of 

promptness, learning, and strategic anticipation Vinod & Uma (2010). They arc able to assess the 

change power of endurance, prepare for resistance, gain support for change, involve people in 

' 
22 

I 

f 



I 

decisions that affect them, provide clarity about behavioral expectations, create opportunities to 

practice new skills, use the feedback process to monitor implementation, reward and reinforce 

both progress and success, and align systems tO' support the new and desired behaviors (Vinod & 

Uma, 2010). 

Haskel and Hawkes (2003) found out that, the top SME performers hire workers with skills, on 

average, an extra qualification level compared to the lower performers. They also found that 

higher skill levels support innovation and more sophisticated production processes and were 

associated with the production of higher quality products and increased performance. Green 

(2003) has also found a strong relationship between different levels of workforce skills and the 

sophistication of products. 

O~her research has suggested that a more highly skilled workforce can bring other benefits such 

as enhancing company survival. Reid (2000) suggested that a more skilled workforce was related 

to a greater commercial orientation and strategic awareness and propensity to innovate to retain 

competitive advantage. Rychen and Salganik (2003) argued that coping with today's challenges 

calls for better development of individuals' abilities to tackle complex mental tasks, going well 

beyond the basic reproduction of accumulated knowledge. Key management competencies 

involve a mobilization of cognitive and practical skills, creative abilities and other psychosocial 

resources such as attitudes, motivation and values. They added that despite the .. fact that 

management competency comprise more than just taught knowledge, competency can itself be 

learned within a favorable learning environment. 
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According to the National Youth Development Network (NYDN) journal (2004) core 

management competencies are the "demonstrated capacities" that fonn a foundation for high 

quality performance in the workplace, contribute to the mission of the organization. Odeng 

(2009) quoted McClelland article on "Testing for competence rather than for intelligence." where 

he summarized a number of studies that showed that aptitude tests, which had traditionally been 

used by psychologists to predict performance, did not in-fact predict job performance. He went 

ahead and set out to find an alternative to the traditional aptitude and intelligence testing, which 

yielded a deeper measure that he labeled "competencies." Which really differentiated 

perfonnance and created success in a job? Odeng (2009) noted that it makes more sense to 

recruit or select employees with deeply rooted competencies rather than to train them in the short .. 

term. In addition, the more complex the job or role, the more likely it is that the very best 

performance is driven by the skilled and knowledgeable employees with enough experience. A 

competency-based approach has as its frame of reference the performance of the very best people 

in the job. Organizations can improve their overall performance by hiring candidates with these 

management competencies. 

Odeng (2009) noted that SMEs can design highly targeted programs to develop the essential 

competencies that will help their average performers rise to the next level. Identifying deeply 

rooted competencies that can most accurately determine high-potential employees requires 

expertise and organizational commitment. It is necessary to look beyond basic ~lls and 

knowledge required to perform an adequate job and into the deeply rooted competencies that is 

an individual's social role, self-image, traits, and motives that can most accurately determine 

high-potedlial performers. In addition, an individual's competencies must fit, or be abte•to fit 
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through development, those required to achieve outstanding perfonnance in a job. When 

organizations make the effort to apply competencies to select and develop individuals for key j 
" 
I 
I 

roles, they avoid the collateral damage recruiting costs, low morale, dissatisfied customers, 

missed opportunities associated with a bad hire and most importantly, they greatly increase the 

odds that selected individuals will perform at a very high level and help drive the success of the 

company. 

Odeng (2009) observed that while earnings generally increase with age, labor market experience, 

and education, performance within a job often decreases with age, experience and education. 

Better educated workers need to achieve a lower level of productivity before being promoted 

than do less well educated workers. Hence, even if productivity were positively correlated with 

education we could find that the better educated within a job are, on average, less productive 

tban the less well educated workers. F ermilab (2009) noted that employees with relevant j 
I 

management competencies deliver results by maximizing organizational effectiveness and 

sustainability. He however observed that people have the support and tools they need and that the 

workforce as a whole has the capacity and diversity to meet current and longer-term 

. 
organizational objectives. He emphasized the alignment of people, work, and systems with the 

business strategy to harmonize how they work and what they do and that conscientiously assign 

performance goals, offer year-round performance feedback, and conduct timely performance 
' i 

' discussions and reviews . I 
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Fennilab (2009) also argued that, for organizations with competent employees engage people, 

organizations, and partners in developing goals, executing plans, and delivering results. Mobilize 

teams, building momentum to get things done by communicating clearly and consistently, 

investing time and energy to engage the whole organization. Use negotiation skills and 

adaptability to encourage recognition of joint concerns, collaboration, and · to influence the 

success of outcomes. Follow and lead across boundaries to engage broad-based stakeholders, 

partners, and customers in a shared agenda and strategy. 

According to Social Care Institute for Success (SCIS) (2006), knowledge awareness 

demonstrates knowledge and information relevant to the employees' role and the value that this 

brings to the work they do and to their personal development. This knowledge awareness is 

important as it determines the employee's level of performance in a given task. The important 

p~ . rt of managerial competences is the ability to influence people and motivate them to contribute 

beyond expectations (Bolino & Turnley, 2003). Hence managerial competencies are public 

rather than private processes in the sense that they are accessible to at least one or more 

employees who use them to evaluate their performance. From a sociological perspective, 

. 
managerial competencies can fully be enhanced through various employee developments in 

businesses for the SMEs success in the long run. According to Karns ( 1998), promotion of 

employees in firms is a means of examining the managers' competencies that are essential for 

effective job performance and business success. 

• 
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2.S Level of Innovation among SMEs 

Innovation is the way of transforming the resources of an enterprise through the creativity of 

people into new resources and wealth. Innovation relates to renewal or improvement, with 

novelty being a consequence of this improvement. For an improvement to take place, it is 

necessary for people to change the way they make decisions, or make choices outside of their 

nonn. Schumpeter states that, "innovation changes the values onto which the system is based". 

When people change their value system, the old (economic) system will change to make room 

for the better one, when that happens, innovation then takes place. 

Innovation is "the generation, acceptance, and implementation of new ideas, processes, products, 

or services." Sinha (2013), Innovation can be seen as a change in the thought process for doing 

something, or the useful application of inventions or discoveries. Following Schumpeter's 

contribution to the scholarly literature on innovation typically distinguish between invention (an 

idea made manifest) and innovation (ideas applied successfully in practice). In many fields, such 

as the arts, economics and, government policy, something better must be substantially different 

to be innovative. In economics the change must increase value, customer value, or producer 

value. The goal of innovation is positive change and making something better. Innovation and 

the introduction of it lead to increased productivity which is a fundamental source of increasing 

wealth in an economy like Uganda. 

• 
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Empirical research and surveys show that innovation leads to new products and services, better 

quality, and lower prices (Gamal, Salah, and Elrayyes, 2011; Gupta, 2009) observation of 

innovation is that it is the use of knowledge (either existing or new) to create new products or 

services or processes that can be used for reaping benefits, either economic or otherwise. 

According in OECD (2005), innovation is implementation of products or production and 

delivery processes with new or significantly improved characteristics thereby creating new 

organizational methods in business practices, work place organization, or external relations. An 

innovation can be new to the world, but also just new to the firm under analysis. 

The core reason for practicing innovation SMEs is to produce SMEs value, that value according 

to Gamal et al, can take many different forms, such as incremental improvements to existing 

products, the creation of entirely new products and services, or reducing costs, etc. (Gupta 

2C~9;Gamalet al, 2011 ). The reason SMEs want to do this is because they want to survive, and to 

grow, and in a rapidly changing market the only way to do either is to innovate effectively. 

Langdon (2009) observed that throughout history of businesses, it's clear the effective innovators 

have a better chance of surviving, and non-innovators tend not to survive at all. 

2.6 Measurement of Innovation 

Just as everything that SMEs do which involves the investment of capital and time, innovation 

has to be measured. Gamal et al. (2011) observed that innovation measures tend to 1'e index-

oriented composites of the perceived components of innovation (for example EU Innovation 

Score Card, Massachusetts Innovation Index, and many other state and country indices) that rank 

regions or nations with respect to their degree of innovation (Gupta, 2009; Gamal et al, 2011 ). 
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2. 7 Innovation and SMEs Performance 

Innovation is important in the study of SMEs, it is often synonymous with the output of the 

process however focus on the innovation process itself, from the origination of an idea to its 

transfonnation into something useful, to its implementation and on the system within which the 

process of innovation unfolds. Innovation is considered a major driver of the economy since it 

leads to new product categories or increasing productivity, the factors that lead to innovation are 

also considered to be critical to policy makers. In particular, followers of innovation economics 

stress using public policy to spur innovation and growth. Those who are directly responsible for 

application of inventions are often called pioneers in their field, whether they are individuals or 

organizations. When pioneers are followed by many others, the dominant value system may be 

replaced by the better one. When this happens, innovation has occurred. 

There are vast and varied conceptualizations of innovation and innovativeness suggested by 

scholars of different disciplines. Some have distinguished innovation from innovativeness while 

others have argued for the interchangeable perspective of these two terms (Bates & Khasawneh, 

2005). Nevertheless, innovation is characterized by the organizational actions of adopting and 

executing "newness" in arbitrary manner, whereas innovativeness reflects the degree of an 

organization's propensity for doing innovation (Potocan & Mulej, 2009). Basadur & Gelade 

(2006) argued that product innovation concept serves as a better methodological approach to 

describing the novel characteristics of firms, which is more specific, more focused, ~nd more 

indicative of company's tendency towards innovation. Sheshimski, Strom and Baumol (2007) 

support the notion that product innovation conceptualizes incrementally new products; 

moderately innovative products; and genuinely new products. 
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Their assertion is further reinforced by Fink & Kraus (2009) who contends that product 

innovation is associated with newness to the firm, product uniqueness and product superiority. 

To realize the newness of product, a firm would pursue innovative imitation of competitors' 

products, new product invention, and improvement or modification of the existing products 

(Katz, 2003). In addition, product innovation also requires acknowledgement of newness from 

customers. Kelley (2009) posits that the customer perspective of newness necessitates a change 

in consumer behavior to accommodate new product usage conditions. On the other hand, the 

uniqueness and superiority aspects of product innovation suggest that firms operationalize 

incompatible differentiation in product attributes so as to develop competitive advantage difficult 

to copy by competitors (Woodside, 2005). 

Management competencies and performance of SMEs relation is not a direct one, but is rather 

m~diated by a constellation of other factors like innovation, organizational and environmental 

factors whose contingencies have multiple implications for business growth, profitability and 

survival (Patient and Naledi, 2015). The literature provides information on the performance of 

the SMEs but does not focus on post conflict situation like Gulu Municipality thus the gap in 

literature . l 

• • 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

This chapter presents the research methodology and instruments that was used in conducting the 

study. It covers the research design, study population, sample size, data sources, data collection 

instruments, measurement of variables, data validity and reliability, data analysis, the limitations 

that are likely to be faced during the study, and the ethical consideration to be considered in the 

research. 

3.1 Researc~ Design 

Since the respondents were from different levels and categories, a cross-sectional survey design 

which is analytical and descriptive in nature were involved in the selection of the study samples 

frJm an array of SMEs in the service and manufacturing sectors at the same point in time. It was 

used to study the relationship between management competencies, innovation and SMEs 

performance. It was chosen because it is flexible in enabling the collection of both quantitative 

and qualitative data. This design enabled the study to be carried out at a particular time and the 

notion of combining quantitative and qualitative data in this research offers the promise of 

getting closer to the whole population in a way that a single method study cannot achieve. 

Quantitative data analysis was used to describe the statistics of the scores that des~ribed the 

current situation and investigated the associations between the study variables using information 

gained from the questionnaires. The study design allowed the review of a wide spectrum of 

variables relating to management competencies, innovations and the performance of SMEs in 

' 
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Gulu Municipality where skills, knowledge for management competencies, product based, and 

technology based and customer care (behavior), profitability, sales growth and return on assets of 

the SMEs for the performance variable. 

3.2 Study Population 

The institutional population of the study included only SMEs recognized by the local authorities 

in Gulu Municipality ranging _from Processing industries, Catering & Hotels services, Metal 

fabrication facilities, and Hardware & construction firms. The respondent study population 

consisted of the SME managers, business owners, and employees of the SMEs, SME's 

association chairpersons, District Commercial Officer (DCO), and the Uganda National Chamber 

of Commerce Director, northern Region. 

Table 3.1: Study Units 

Divisions in Gulu Munici~ali!l: 

SME Category Laroo Layibi Pece Bar-dege I 
I 

Processing industries 6 14 0 0 

Catering & Hotels services 14 I 1 68 10 

Metal fabrication facilities 3 19 2 1 

Medical facilities - 8 5 13 4 

Hardware & construction finns 1 1 7 10 0 

Total 42 56 93 15 

Source: Gulu Municipal Council, (2015) 

• 
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3.3 Sample Size 

The Sample size of the study population was 136 however there were 279 respondents for this 

study since in each SME there were two respondents the manager or business owner and one 

employee involved actively in production process, Chairperson from each SMEs strata, 

Chairperson Uganda chamber of Commerce Gulu and District commercial officer. In the 

calculation of the required sample size, the level of precision, level of confidence or risk and 

degree of variability was attained. The level of precision, sometimes called sampling error, is the 

range in which the true value of the population was estimated to be. This range is often expressed 

in percentage points, (for example. ±5 percent). 

The confidence or risk level was based on ideas encompassed under the Central Limit Theorem 

which provide that when a population is repeatedly sampled, the average value of the attribute 

o~tained by those samples is equal to the true population value. Furthermore, the values obtained 
( 

by these samples are distributed normally about the true value, with some samples having a 

higher value and some obtaining a lower score than the true population value. In a normal 

distribution, approximately 95% of the sample values are within two standard deviations of the 

true population value (mean). The third criterion, the degree of variability in the attributes being 

measured, refers to the distribution of attributes in the population. 

• 
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The sample size was detennined using Yamane, (1967) formula for sample size determination 

and a 95% confidence level. The sample for each stratum is to be drawn as shown in Table 3.1 

The assumptions is that the sample was representative of the population, the sampling error is 

small ( 5o/o ), the sample is viable in the context of funds available for the research study, 

systematic bias is to be controlled in a better way and results from the sample study is 

generalizable. 

The study sample constituted 136 SMEs selected out of 206 SMEs as the target population. 

Stratified random sampling was used to get the total number of 136 and it was preferred to 

ensure that division of the strata. After stratification ,random sampling, for each stratum was 

carried out one by one to the last stratum for allowing sample selection using sub-groups in the 

sample proportion to the total population. The sample size before stratification was determined 

u~1ng the formulae below. 

N 
n = ( t+N(e)2 ) 

Where, N =is the target population, 

n= is the sample Size, 

e = is statistical error (constant) 

206 

n = (1+206(o.os)z) 
206 

n= n= 136 
1.515 

~ 

The sample size of 136 study units and a population of about 206 study units were considered. 

Convenience or purposive sampling technique was used to select the respondents of Managers, 

Proprietors and employees from each SME . 

• 
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Table 3.2: Sample Frame for the Study 

Category of respondents Number of respondents Sampling technique 

Managers/business owners · 136 Purposive sampling 

Simple random 

Employees 136 sampling 

SME's association chairpersons 5 Purposive sampling 

District commercial officer (DCO) 1 Purposive sampling 

Chairperson Uganda national 

chamber of Commerce, Gulu l Purposive sampling 

Total 279 

Source: Field Survey, 2015 

3.4 Sampling Techniques 

The sampling of the SMEs was carried out using simple random sampling. Respondents such as 

managers of SMEs, considered to have key information was sampled using purposive sampling, 

employees was sampled using simple random sampling, SME's association chairpersons, District 

commercial officer (DCO), Uganda national chamber of Commerce(UNCC) considered to have 

key infonnation was sampled using purposive sampling. 

One manager or one business owner was sampled in each SME because they are considered to 

having the required information about the SME organization. One employee was sampled from 

each SME and those that were sampled were those who have worked for the g~en SME 

organization for at least 6 months since they was considered to have the necessary inf onnation 

about the SME organization. Five SMEs association chairpersons were considered in the study 

since they are considered to have infonnation relevant for the study, the chairpersons was 

sampled from each of the five SMEs sector considered for this study. The DCO and the UNCC 
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' chairperson in Gulu municipality was considered in study in the interview session since they 

presented the official position of the District and of UNCC. 

3.S Sampling Procedures 

This study employed stratified random sampling to select respondents for equitable 

representation in the sample for the different sub groups. This stratum includes Hardware and 

construction SMEs, metal fabri~ation facilities, processing industries, catering and hotel facilities 

and medical facilities. After stratification a simple random sampling was used with each stratum 

to select the sample to avoid bias and ensures equal representation of the sub groups in the 

sample. The researcher targeted selected SMEs in Oulu Municipality to examine the relationship 

between management competencies, innovations and performance of SMEs in Gulu 

Municipality. 

3.6 Data Sources 

Both primary and secondary data were used in this study. Primary data on management 

competencies, innovation and the performance of SMEs were obtained through direct contact 

with the respondents. Relevant documents such as SMEs reports are considered as secondary 

data on the management competencies, innovation and the performance of SMEs concepts was 

used to supplement data collected from the primary sources . 

• • 
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3.6.1 Primary data 

Primary data were generated from the field by direct contact with the SMEs management that 

constitutes the Managers, employees, proprietors. They were also obtained through the use of 

self-administered questionnaires to respondents following systematic and established academic 

procedures, as suggested by Nunnally & Bernstein (1994). 

3.6.2 Secondary data 

Secondary data were obtained through the already existing firms' literature (data) and any other 

literature from company records, journals and financial reports. These data were used since they 

are published by reputable institutions, from journals, the internet and other publications. Some 

of the data were attained from the records that the SMEs have in their data base. 

3/ 1 Data Collection methods 

The researcher adopted both the qualitative and quantitative methods to collect data so that no 

relevant data is missed out. Primary data were collected using questionnaires, interview guide 

while secondary data were gathered from existing literature. 

' t 

3~8 Data Collection Instruments 

The data collection instruments used in this study includes questionnaires and interview guide . 

• 
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, 
1.6.1 Primary data 

Primary data ~·ere generated from the field by direct contact ~·ith the S~fEs management that 

~onstitutc~ the \f anagers. employees. proprictor5. They were also obtained through the use of 

'elf-adm1ni<;tcrcd quc~tionnaires to r~pondents following systematic and established academic 

procedure~. a~ suggested by ~unna11y & Bernstein ( 1994). 

3.6.2 Secondary data 

Secondary data were obtained through the already existing finns· literature (data) and any other 

literature from company records. jouma1s and financial reports. These data "·ere used since they 

arc published by reputab1e institutions. from journals. the internet and other publications. Some 

of the data were attained from the records that the S~fEs have in their data base. 

3. 7 o-.•a Collection method~ 

The researcher adopted both the qualltative and quantitative methods to co11cct data so that no 

relevant data is missed out Primary data \\·ere co11ected u"ing questionnaires. intervie\v guide 

\\:h1 le secondary data \Vere gathered from existing hteraturc. 

].8 Data Collection Instruments 

The data co11cction instruments used in this study inc1udes questionnaires and interview guide . 

• 
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1.6.1 rr-.ry data 

Prin*Y data were generated from the field by direct contact with the SMEs management that 

constitutes the Managen, employees.. proprieton. They w~ also obtained through the use of 

self-administered questionnaires to respondents following systematic and established academic 

procedures. a~ suggested by Sunnally & Bernstein (1994). 

J.6.2 Seco•d•ry data 

Secondary data were obtained through the already existing firms' literature (data) and any other 

literat\D"e from company records, journals and financial reports. These data were used since they 

are published by reputable instiMions, from journals. the internet and other publications. Some 

of the data were attained from the records that the SMEs have in their data base. 

J. 7 D~• Colltttion method' 

The researcher adopted both the qualitative and quantitative methods to coJlect data so that no 

relevant data is missed out. Primary data \\·ere collected uc;ing questionnaires, interview guide 

while secondary data were gathered from existing literature. 

3.8 Data Colle~tion Instrument! 

The data collection instruments used in this study includes questionnaires and interview guide . 
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3Jl. I Qaatloa•aira 

Questionnaires were designed and constituted closed-ended questions. Close-ended questions 

were provided since they are simple to administer and analyze. The questionnaire \\'as pre-tested 

and validated through providing the questionnaire to selected individuals in SMEs that was not 

part of the study. A five-point Likert scale ranging from strongly disagree (I), disagree (2), not 

~ure ( 3 ), agree ( 4) and strongly agree ( 5) w~ adapted and used to measure 92 questions on 

management competencies, innovation and performance of SMEs. Questionnaire was considered 

since it was able to provide a lot of information required for the study. 

J.8.2 Interview Guide 

The interview guide was used to enhance clarification of possible ambiguities related to 

questions a~ked (Churchi 11" 1995 ). The researcher carried out intervie'\\'S and the data obtained 

wa..~ compared with data from the instruments to ascertain correctness. The interviews were 

administered to the SME\ association chairpersons, District commercial officer (DCO), 

Chairperson Uganda national chamber of Commerce, Gulu because they are considered to be 

having the information that is vital for study. The total number of the interviewee was 7 and the 

interview was done through going to the office of the interviewee and administering the 

interview. The interviewees were considered because they had the required information for the 

study. 

3.8.J Measurement of Variables 

A five-point Likert scale ranging from strongJy disagree (I), disagree (2), not sure (3), agree (4) 

and strongly agree (5) was adapted and was used to mehsure management competencies, 
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nnovation and performance of S~f Es. The 5 Likert scale \\·as used to measure the constructs 

-.1nder Management competencies. inno"·ation and performance of SMEs. 

rnno"ation among SMEs ~·a" measured basing on Salavou (2004) that considers technology 

hased .. behavioral based (C~ustomer care) and product based. Performance of St\fEs in Gulu 

municipality was measured basing on (Erikson .. 2002) using sales gro\\th. profitability and 

market share. Management competencies "·ere measured in teTITis of skills like technical skills, 

computer skills. The 5-point Likert scale \\·as adopted to measure the attributes (constructs) of 

management competencies, innovation and pcrfoTITiance of the S~fEs. 

3.9 Validity and Reliability of the Re~earch Instruments 

The reliability of the questionnaires "·as improved through pretesting of pilot samples "·hi ch was 

done through giving the questionnaires for pre-testing respondents to read. fill and tick the 

appropriate areas. This enabled the re-phrasing of some questions. Furthennore, reliability of the 

scales was done \\illl. the application of the Cronhach Alpha Coefficient for the computations so 

as to check for the internal consistency of the scales. Cronbach alpha '"'·as used to determine the 

reliability of data. Poht and Cheryl (2006) noted that Cronbach·s alpha reliability coefficient 

nonnally ranges between 0 and 1. The closer Cronbach"s alpha coefficient is to 1.0 the greater 

the internal consistency of the items in the scale. George and Mallery (2003) provide the ... 
fo11owing rules of thumb: "> 0.9 - Excellent. > 0.8 - Good, > 0.7 - Acceptable, > 0.6 -

Questionable, > 0.5 - Poor. and < 0.5 - Unacceptable ... In this study the Cronbach 's alpha 

coefficient was 0. 723 which is good and the response rate for this study was at 76. 7o/o . 
• 
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;.9.1 O.ta procntiDI and analysis 

>ata from the field were comp11ed, sorte~ edited and coded to have the required quality, 

accuracy and completen~. The Statistical Padcage for Social Sciences (SPSS) version 16 was 

1~ed for analy~is of data coJJected. Descriptive statistics were used to present the results of the 

~ample characteristic~. A correlation analysis was carried out to ascertain the relationship 

hc1wecn the variables which was estimated using the Pearson ~s correlation test and regression 

analysis. The regression model was considered to establish the extent to \\'hich the independent 

variables influenced the dependent variable. Analysis of variance and frequency counts \\·ere also 

done. 

J.9.2 Study limitation• and Delimitation' 

The study was associated with a number of limitations and delimitations. Mitigation of the 

liriitations was done to an extent that they did n0t adversely affect the conduction of the research 

study or its outcome. 

Accessibility to information was a limitation since financial infonnation concerning sales was 

considered confidential by the S~1Es. This was mitigated by informing the management of SMEs 

that this information is purely for academic purpose and in doing so, they \\'ere able to a11ow the 

researcher access the necessary data. 

Some respondents were unw·i11ing to reveal the required responses to the researcher since they 

feared that the researcher was spying on them on behalf of the competitors. This was delimited 

• 
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•Y informing the respondents that infonnation is purely for research findings and the information 

evcaJed by them was to be kept confidential. 

Jn some instances. the attitude of ~me respondents towards researcher was poor attitude as they 

hought that he wa~ a spy of the management of the S\fEs. This ~·as delimited by presenting an 

introductory letter from Gulu University introducing the researcher to the management of SMEs, 

1nd getting permission to involve the staff in the study. 

3.9.J. Ethical con!ideration! 

The ethical issues that were considered in this study included the attainment of an introductory 

letter that from the Faculty of Business and Development Studies. Gu1u University to introduce 

the researcher to the leadersh1p and re"pondents in the study area. This also enabled to researcher 

f(l get permission from the local leadership and SME management to involve the targeted 

respondents in this study. 

Informed consent.. confidentiality and use of acceptable language were observed in this study, the 

issue of informed consent ~·as considered by ensuring that the purpose of the research is properly 

explained to the respondents. C onfidentiahty was guaranteed by not writing down names of 

respondents or recording them in voice forms. On the other hand the language to be used at the 

time of interview was polite . 

• • 
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CHAPTER FOUR 

PRESENTATION, ANALYSIS AND l~TERPRETATION OF FINDINGS 

()Introduction 

lis chapter comprises of a presentation.. analysis and interpretation of findings. The 

·csentation in this chapter shows the results as tested according to the objectives of the study. 

he chapter begin! with the samp1e characteristics of the respondents such as gender, age group, 

Jucational level, nature of business~ the area of operation of the business, period of the business 

1 operation, the number of employees~ the 1cve1 of education, amount of capital invested and 

ow long t~e emp1oyee had stayed in the business were all presented using frequency 

ibulations, 1ater in the chapter, more descriptive were used to present the results of the 

espondents response, together with a combination of Pearson Corre1ation and Regression 

I. I Reliability and rt~pon~e rate 

Cronbach A1pha Coefficient for the computations so as to check for the internal consistency of 

the scales, Cronbach a1pha was used to detenninc the reliability of data and its findings is 

indicated in the tab1e 4. 1 below, in this study the response rate was at 76. 7 percent 

Table 4.1: Reliability Stati!tic~. 

Reliability St•tistin 

Cronbach's 
• Alpha N of Items • 

.723 91 
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ne Cronbach Alpha analysi~ \\'as done and the Cronbach Alpha reliability value generated Ylas 

). 723 which is good and it falls in the area of acceptance and in this study the response rate \\'as 

76. 7 percent which is good . 

.t.l Chanc:teristia of rnpondents 

To present sample characteristics, frequency tabulations and frequency distributions \\'Cre used to 

indicate variations of respondents based on gender. age group. educational JcveL business 

description, nature of business, period in business and number of employees. The sample 

characteristics were presented basing on the responses from the respondents. 

4.2.1 Re•pondent Category by Gender 

Frequency tabulation was used by the re~carchcr to present the gender distribution categories of 

tJl ·"' respondents. Figure 4.1 bclo'W· pre"ents the findings: 

Gender Distribution 

------------

Figure 4.1: Distribution of Re~pondents by Gender 

Source: Primary data,. 2015 

• 
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The results from Figure 4.1 show that 67.8 perunt of the respondents were male while 32.2 

percent were female. From the findings the female respondents were mostly found in the hotel 

and catering strata 

4.2.2 Respondent c•tegoria by •ge F••P 

Frequency tabulation was used by the researcher to present the age group distribution categories 

of the respondents. Figure 4.2 below presented the results of the findings: 

-------··-·- _ .. __ _ 

Acl d1As of Respondents In Years 
• 32.2" 

• 20.6" 

• 7.5" 

• 0.5" 

Figure 4.2: Di1tribution of Respondents by Age Group 

Source: Field Research, 1015 

According to the results from figure 4.2, the majority of the respondents of 39.5 percent 

belonged to the 30-39 years age group whereas proximately 0.5 percent that was the least 

'' I 

belonged to the 60 years and above age group. This implies the majority of the respondents had 

acquired enough experience in doing business which enhanced their business stability and 

expertise. The expertise helps the owners to take favorable decision on their management and 

innovation affairs in the business. 
• 
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4.2.J Respondent C•tegory by Level of Education 
I 

Frequency tabulation was used by the researcher to present the level of education distribution 

categories of the respondents. Figure 4.3 indicates that a majority of the SMEs managers had 

certificates, followed by those who had Diplomas, Degiees, and Uganda Certificate of Education 

(UCE). Some of the SMEs managers and owners do not have any formal education, others had 

reached PLE level while others had Master's Degree level and least SMEs had managers who 

had attained a post graduate. This implied that most of the businesses did not require the 

managers to have a higher level of education. The results are presented in table below. 

-------- - - ----

Academic Levels 

28.5% 

Figure 4.3: Highest Academic Level of Respondents 

Source: Field Survey, 2015 

• 
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Table 4.2 below indicates that a majority of the SMEs invested between 40 million and above as 

compared to those SMEs who bad invested S-9 million. Few SMEs rqx>rted to have invested 

between 20-39 million and 30-39 million. The least SMEs invested between 30-39 million. Table 

4.2 which show the amount of capital that was invested by these SMEs. The results of the 

findings are in Table 4.2 below. 

of ney that bas been Invested In the business 

Cumulative 

Frequency Percent Percent 

Valid S-9 Million 56 26.2 26.2 

10-19 Million 43 20.l 46.3 

20-29 Million 18 8.4 54.1 

30-39 Million 1 1 5.1 59.8 

40 Million and above 86 40.2 100.0 

Total 214 100.0 

Source: Field Researcll, 2 15 

4.2.5 Number of employees employed In the Bu1ine11 

Figure 4.4 below indicates that, many of the SMEs employed 5-10 workers followed by those 

SMEs who employed between 10-19 workers. Few SMEs employed 50 and above workers 

which catered for 2.8 percent. This implies that a majority of the SMEs surveyed were small in 

size. The results are shown in Figure 4. 4 below: • ... :· 46 
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28-49 W«ten 
(4 .~} 

10·19 worters 
(JS.~) 

Number of Employe«s 

501 above 
{2.ft) 

I 

__ l-4~«\ 
(l 4.0"b) 

S-9 \vorker~ 
(43 .~) 

Figure 4.4: Number of Employees Employed in the businesses 

Source: Primary Oat.. 2015 

4.2.6 Division of operation 

From the questionnaires dispatched the findings indicates that majority of the business are 

operational in Pcce division and Bar-dege has the fewest number of operational business. The results 
_._ 

are shown in figure 4.5 

• 
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location of the Business 

: 41.6~ 

• 31 8" 

• 17.8% 

• 8 9% 

--------·- ------------------

Fi2ure 4.5: Location of the hu~ine~~ in Gulu \lunicipality 

Source: Field Re~earch .. 201 ~ 

4.2. 7 Period of e'i~tence in the husiness 

Siv1E respondents \\Tre required to indicate the number of years they had hcen in this business. 

Mo~t of the S~fE respondents had heen in the hu'\incss for tv.-o and above years \\·hich "'·as an 

indication of ex pen. ~cc in do1ng hu~inc's and hcing able to understand ho\v the business n1ns. 

These results are sho\vn in F1gurc 4 .6 hclo,v: 

• • 
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Duratjon of OVtr•tion 

15A" 

6.1" 

figure 4.6: Duration of Operation of the Bu!ine~i 

Source: Field Survey, 2015 

4.2.8 Nature of Bu~ine!s 

__ _J.__ -- .---

26-'" 

,. , 

---- -, 
I 
I 
j 
I 
I 

l 

Frequency tabulation was used by the researcher to present the nature of business distribution in the 

divisions in Gulu ~unicipality . Table 4.3 below presents the results : 

• 
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T•hle 4.J: S•ture of the Bminni 

:\ature of lhe Busines5 

Cumulative 

Frequency Percent Percent 

Valid ~feta) fabrication 36 16.8 16.8 

\1cdica1 facilities 41 19.2 36.0 

Catering and Hotel facilities 92 43.0 79.0 

Processing industries 27 ) 2.6 91.6 

Others 2 .9 92.5 

Hardware and constn1ct1on 

16 7.5 100.0 
firms 

Total 214 100.0 

------- ---- -- - ------------ ---------
Source: Field Re~earch, 2015 

The results from tahle 4. 2 aho\·e sho\\·cd that 43 percent of the S\1Es \vere dealing in catering and 

hotel husincss. 12_6 percent of the S\fEs \Vere dealing in Processing industries. 16.8 percent of the 

SMFs were dealing in Yfetal fabrication. 19.2 percent \\·ere deahng in medical facilities. 7.5 percent 

of the S\-fEs were dealing in hard\\i·are and constn1ction firms w·hile 0.9 percent of the S\tfEs were 

operating other form of business. 

4.3 Level of l\1anagement Competencies among the SMEs 

The first objective was to establish the level of management competencies of SMEs in Gulu 

municipality. The findings are as presented below under skiJ.ls, knowledge, and experience 

subsections 
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4..J.I Skills of SME1 I• Ga .. Munidp•lity 

To asses4J the skills of SMEs, the response from the respondents were attained and the likert 

Kale wa4' used to rate their re5ponses to the statements passed to them, the findings were as 

preKnted in table 4.4 

Table 4.4 Summary Rnults on Skills as • Man•gement Competence 

.... \ / . ~ . .. 

• f • • • • 

1 I possess relevant skills to enable me perform 
at a high capacity 2.3 5.6 7.9 3.3 56.5 32.2 88.7 

2 I have skills train my employees to acquire the 
necessary skills needed to perform their duties. 0 6.4 6.4 4.7 54.2 35 89.2 

3 I have the ski)) to invent new ways of doing my 
business. 0 1.9 1.9 6.1 54.2 37.9 92.1 

4 I am creative in doing my business and like 
sharing ideas with my fellow entrepreneurs 0.9 1.8 2.7 4.2 56.5 36.4 92.9 

5 I am ~elf-motivated and committed to my 
business 0 2.3 2.3 0 50 47.7 97.7 

6 I use various techniques/skills of out 
competing my rivals 3.3 0.9 4.2 8.4 65.4 21.9 87.3 

7 I possess management ski 11s and these have 
enabled my business to survive . 0.9 4.7 5.6 5.6 58.4 30.4 88.8 
I have the skill to display leadership qualities 
which gu1de employees in achieving the set 
goals 0 7.9 7.9 8.9 50.9 32.2 83.1 

9 I have the skil1 to know what I am good at and 
what my weaknesses are 1.9 4.2 6.1 13.1 51.4 29.4 80.8 

10 I am in a position of training my employees in 
ski II development 1.9 10.3 12.2 9.8 32.7 45.3 78.0 

1 1 l have the listen skills to customer complaints 
in the business. 2.8 3.7 6.5 3.7 44.4 45.3 89.7 

12 I possess computer skills. 4.7 24.3 29 0.9 49.5 20.6 70.l 

Avera2e 1.6 6.2 7.7 S.7 52.0 34.S 86.S 
Source: Primary Data, 201S 

~ 

The response to the question on skills as a management competencies construct noted that 

average affirmative response, which is combining the 'agree' and 'strongly agree' responses was 

86.5 percent, with 7.7 percent being opposed·to the statements and 5.7 percent not being sure, 

this averages were the general finding on all the statements on skills above. Response to the 
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question about self-motivation and commitment to business iodibted 97.7 percent affmnative 

rnponse and concerning possession of computer skills indicated 70.1 percent affirmative 

response. 

The intervi~·ees noted that the SMEs possesses the skills required to operate the various SMEs 

strata in this study of which it is in line ~-1th the r~earch findings that indicated 86.5 percent 

affirmative response unlike the 7. 7 percent non affirmative response ho\\'evcr in the interviewees 

said "'Most of the current employees are were trained in schools to \\·eld and manufacture light 

equipment not equipment like ships. heavy construction products"" meaning that the employees in 

the SMEs in Gulu Municipality cannot manufacture ships thus they have limited ski11s. 

4.3.2 Level of Knowledge among the S~IEs 

To assess the knowledge level among the SMEs. the response from the respondents were 

atidined and the Likert scale was used to rate their responses to the statements passed to them, 

the findings were as presented in table 4.5 . 

• 
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T•ble 4.5: Summary Raalts on Knowledge a5 a !\fanagemeat tompaence 

J I have the knowledge to produce quahry goods at a 
cheap price. 

2 I have the kno~·ledge to keq> records of alJ the 
tran~actions made. 

3 I provide mutua I support and mentoring 
env1ronment to my employees 
J have the knowledge to keep myself update ~·1th 
the requirement~ needed to perfonn my duties. 

5 I have the knowledge of the y.·ays to out compete 
my rivals 

6 I have the knowledge of maintaining positive 
attitude towards my work 

7 I have the knowledge on ~'ays to g1ve others an 
opportunity to perfonn sim1 lar dut1e~ 

~ I have the knowledge to develop unique ideas 

9 I have the knowledge to display leadership 
qualities which guide employees in achieving the 
set goals 

1 O I know what I am good at and \\.·hat my \\·eaknesses 
are 

11 I am ahle to conduct a market research related to 
the business 

, 2 I am oriented to my business gro\.\·th. 

13 I raise enough funds to provide \\·orking equipment 
for my employees. 

l-t I have the kno\.\'lede:e to ore:anize and utilize mv 
~ ~ , 

time as efficic ... , ly as possihle to do business \l;ork 

1 ~ r have the knowledge to establish and maintain 
good working relationships \\'ith my customers 

16 r have the knowledge to hsten to customer 
complaints in the business. 

0.0 9.3 

0.0 6.5 

0.0 0.9 

0.0 0.9 

0.9 0.9 

0.9 0.9 

0.9 0.0 

1.9 1.8 

0.0 0.0 

0.9 0.9 

1.9 3.3 

1.9 5.1 

0.9 I 0.3 

2.7 2.8 

0.0 0.0 

0.0 0.0 

Average O.R 2. 7 
Source: Field Re~earch~ 2015 

9.3 10.3 42.1 38.3 80.4 

6.S 5.1 45.8 42.5 88.J 

0.9 11.2 61. 7 25.2 86.9 

0.9 9.8 61.2 28.0 89.2 

1.8 8.4 60.3 29.4 89.7 

t.8 5.1 46.7 46.3 93 

0.9 5.6 68.7 24.3 93 

3.7 14 54.2 28.0 82.2 

0.0 4.2 63.1 32.7 95.8 

1.8 6.1 50.9 40.2 91.1 

5.2 9.8 54.2 32.7 86.9 

7 3.7 55.1 34.1 89.2 

11.2 10.7 48.9 29.4 78.3 

5.5 5.6 57.9 30.8 88.7 

0.0 1.9 49.1 49.1 98.2 

0.0 0.0 55.6 44.4 100 

3.5 7.0 54. 7 34. 7 89.4 

The average affirmative response. which is combining the 'agree" and 'strongly agree' ~sponses 

was 89.4 percent. with 3.5 percent being opposed to the statements on experience and 7.0 percent 

not being sure. Response about knowledge to establish and maintain good working relationships 

• • 
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fahlr ~.6: 'ummar\ Rt.'\Ult\ on f 'prriC'ncc a\ a \lanagrmC'nf ( ·ompC'fC'ncc 

------------------
0 ~S .-\ SA 

s~ Statement 
SD 
(1) (~) ___ i! ~2) _1~--{~l__..(..........z.._5)__(~~~)_ __ _ 

n1v O\\n dcc1'H'n \\lfhnut cnn.;;..uhine .lnv nne 
. - . 

" I h~\e the cxpenence nf ~clf- rnnt1v;it1nn .1nd 

h I h<n e the e-.;pencnce nf keeping my \\·nrd at (lll 

tin1e~ . 

t I II () (I 

n n 

I I () 

0 .0 

n.o 2 . ~ 

o.n 

0.0 5.8 

Source: Field Survev .. 2015 .. 
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0.0 9.l.Q 

~.I 92.1 

·'· 7 
2.R 6~ 6 29.9 93.5 

20.6 1 3. 1 49.5 16.8 66.3 

2.R 4.2 53.J 'J9.7 93.0 

2 . .1 9.~ 6~.1 24.8 87.9 

5.8 6.5 54. 7 33. l 87.8 



I 

Average affirmat1\e rc,pon"c of ~7.X percent of the respondents indicated affirmative response 

to the -..tatcment'\ on expcnence as a management competence "ere correct. 6.5 percent \\·ere not 

-,urc and 5 ~ pcrctnt dJ'a~rccd or "ere non affirmative. Rc'\ponse about the experience of 

hnnf1nng hu~1nc"" commitment'\ and appointment'. C'Xpcr1encc of using available funds to make 

more rrntit-.. and hecnmc more prn<lucti\ c indicated more than 93 percent affirmative response 

h<1\\'C\Cr the rc<;poni\c to the C""<pcnencc of taking independent and O\\·n decision \\·ith0ut 

(on'\ult1ng any one 1nd1catcd 66J percent affinnJtJ\C rc,pon'\c. 

lntcrv1c'NCe~ 1'a1d thitt .. cmpln~cc" nf the S\f f-_, ha\C cxpcncncc of carrying out the \·anous 

act1v1t1e"·· 1n the S:\ff" <1f \\h1ch 1t 1~ 1n line \\Jth the rc...,carch findings that ind1catc'\ X7.R percent 

affirm;it1\c rr"pnn"c 11nl1kc the '.' X percent non <iffinnati\ c rc'-pon.;;..c_ 

4.4 Lc,·cl of Innovation among the ~ \ 1 r ~ 

The .;,ccnnd nh1cct1\ c \V;i" to c.;,tahli...h the le\ cl .,f 1nnn\ atinn nf S\fFs in (ju Ju municipality. The 

find1n{!S ,lfC Cl'\ prC'-.fl11Cd hc]n\\ under ( ll"tnrncr ( .He. product 1nnovation. prOCC"S inno\ation and 

cnfrcprcnc11r1a1 1nnn\·ati<ln 

4.4. I (·u~tomer ('arc 

To a""cs~ the customer care level atnong the S\.1Es. the response from the respondents '"·ere 
~ 

attained and the Li kert scale was used to the statements passed to them~ the findings were as 

presented in tahle 4. 7. 

• 
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T9ble 4.7: Sa-•ry Rnwlb .. C•st01Mr care. 

- ·- . - ---~- ".r- =----- - ... .. _,, _ - - . - ~ -- .- -...,, -- - . -
t : l . .. - . 

"#-' ' . . - , , . . .i-""~· - .· .. . ~ . . '•.. ' .• ..... -· ... r• ....... """ . ... ·. - .. :.. - ~ - ... .,._ ..., ... .... . 
I My/ our cmtomen are satisfied with my/our 

products/ services 0.0 0.9 '·' 8.9 54.2 36 90.2 
2 Myiour customCrs are happy with the superior 

value of myiour produrtvservices relatM to 
my/our competitors 0.9 0.0 ••• 12.1 57.9 29 86.9 

3 My/our customers are happy with my/our long 
term customer relationships 5trategy 0.0 0.9 0.9 9.3 61.7 ·28 89.7 
l/W e often receive complementary phone 

cal1S11etten about my/our products/services 0.0 11. 7 11.7 8.9 44.4 35 79.4 
My/our customers promote my/our productlser;ices 
by word of mouth 0.0 1.9 1.9 3.7 69.6 24.8 94.4 

6 I/we have more repeat purchases for my1 our 
products/services 3.7 5.6 9.3 8.9 53.7 28 81.7 

7 My/our cmtomer response time i~ good in my/our 
company 0.9 4.7 S.6 25.7 45.8 22.9 68.7 

8 My/our customer complaints are addressed in time 
at my/~ company 3.3 7.5 10.8 4.2 50.5 34.6 BS.I 

9 On-time deliveries are made in my lour company 
11.2 32.7 0.0 1.9 1.9 54.2 86.9 

10 My/our company puts emphasis on provision of 
quality after sales services 1.4 10.7 12.1 4.2 54.2 29.4 83.6 

Average 1.0 4.6 5.6 9. 7 54.6 30.0 84. 7 
Source: Field Rne•rch, 2015 

Average of 84. 7 percent of the respondents indicated in affinnative that the statements on 

customer care as the 11 •• -.ovation constructs ~·ere correct, 9. 7 percent were not sure and 5.6 

percent disagreed or were non aflinnative. Response about customers being satisfied with 

products/services and customers promoting product/services by word of mouth, more than 90 

percent affinnative response however the response concerning customer response time in the 

company indicated 68. 7 percent affirmative response. 

• 
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SD D ~s A s .. \ 
Sf.\ Statement _ _(_I) {2) (1+2) (3) (4) (5) (4+5) 

' 
, • '~ ... . . . . ... .. .. I f ~ - . '. :. .. , ' . ,, 

I I I ~ 0.9 " '·' '-1 "I -~~ Q0.2 - I ' .. '' I r '. ' I 

' f .. . . ... 
l . - ~ • . ~ . ~ 

'· ' j ;'(' :- : ' 
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.. rr I r ' ·1 • I ._ .... T, ' I' .. .. .. ' ~ 
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' f . . . .. 
I'.'" - . -.,,- . • I ; . ~ - ~ 

' Ir ' t .. 

O.Q " h J 
-

..., "' ~Q.7 .. .. ' t ; I r. .. ,. . - ... . 
' I I I · ; 'j ' 

,.-. -, I 
I 

,·., 
~ · 

' .. -.. .. .. _, . .... ...... . - ' .. I I • t I 

' 
I I .. ! ...... . 

r r~ ·Ir .- .. 1 , t : . r ·. 1 I I. ~ " I j ~-1 1 
~' 7Q.4 . · r , ' ' I • ' . . ' ' . ~ t I I 

' ' ·'Ir 'f I · r ; r , ~ . r l '' : ~ ·'; r l- .. , 'r . ' I I ' • I I 

1 J.Q 
~ - f)IJ h ~ -1 " Q4.4 ' .r ' r 'T,1 ' I j I~- 'I ' I . , 
' • 

I I ' '. t . -· n .• ·r ' j' . - Ir r .. :· . .. . . . . ' 
- .:: Q ' l j ..:; " - "I" NI. 7 r I r ' •ft j; I f ., ,,, r. 

' f-, .... ' I · ' .. ~ . 

' f 11 Ir ' ' i - I, .· ·j '1r r r , r·· 1: ·: t ' I 
'. r 

l - ~.h 
.... ..:; - ! ..:; " "I " q llR. 7 r r1r • I;. ·. i I ., 

~ ~ 

' · f • r , r-; j : . . l i .. . . . ... . • • • 1 r . . I 1' "i' ' 1• 

' - - 1 O.R l .... .::p ' ~~ h N~. I It 'r ·. ' 
. r; I . , r 

' 1 • · , I t 1·: , , l 1 · ; Ir ' ' ' ., ' 
I 1 

1 I} "'I 

' -.l 
"'I .... "I - Nfl.Q ' j 'I ' J ! ' 

! '' ' f 1 1 r . , ... ' .. , - , j ! ' - - . ..... ~ --I t '' I 

, I· . . l. r r • I - I 2. I .l .... 
'-l 

"'I "'IJ .i N.,.h 
1 · I ' . t '' • I ' I 

\ \ I r ,t '' 4 • 
~ 1.n _lO.O R..t.7 

\ r I ·.' , • • I • 1 - ;-, · f . 1 · t • ' t 1 '· 

; ,-. 1 ·· ,,. 1 t ' • ·r·. · . · 1· . I· · 1 • r • \ I • r ~ - i. ~ 

compan) ind1Catcd hX . 7 percent affirn1;it1\ c rc"-pnn.;;.c 

.. 

• 
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The inter" ic'\A,ec" ~1d ""S~E; rn (1u1u \fun1c1pa!tty provides good customer care t0 the various 

customer·,·· although the rate "anc-=. from one -;cctor to another of ~-hich this is in line "·ith the 

research findings that 1ndicatc~ 8...t. - percent affirmative response unlike the 5.6 percent non 

4.4.2 Proce~~ I nno~· ation 

To ri""c~.;; the process innovation level amnng the S\fE.;. the rc..,pon'c from the rc~pondcnts \\·ere 

atta1nc<l and the L:kcrt "calc ~a..;, 11.;.cd tn ll"C the L1kcrt .;calc to rate their rc.;ponscs to the 

~tatemcnt'\ paS'\Cd to them. ihc finding.; \\CfC <1" prc.;.cntcd tn tahlc -t .X. 

Tahle 4.H: Summar'.\'· Rc~ult~ on procc~~ inno,ation as lnno,·ation constructs 

SD D NS A SA 
SIN Statement (I) (2) (1+2) (3) (4) (S) (4+5) - ---

\Ve do ll'\e the internet tn dell\ er n11r 

'en 1c e' 1 7 ~ "0 . ~ 6R .. l .t.7 1 7.R 9.J 27.1 

"' \Ve L hanize rhe tln\\ nf \\ nrk h\. merQ1n2 - ' 

ccrt;-tin ;1rt1\ 1t1c' ~ ..1 ~o . ~ ,l9.2 1 1 . 2 ~ 7 9 11 . 7 49.6 

' \\:c rle'\12i, the internet t.-) dcl1q-:-r 111ir \ 

"E'f\· l c ('\; 
y~ 6 
L.. . 44 4 72 A. 1 I 7.3 4.7 22 

\\'e ch11nl!e the tln\\. nf \\·nrk hv 
.. 

c Ii n11nat1 n g cert :l m act i v 1 t 1 e ~ 
... q 14 ~ 22.4 ., ..., 4 

'-"--. --l 1. h L~ . 5 55.1 

'\ \\·e rede.;;1E!n the tln\\: 0f \\nrk hv the 11'-e 
~ . 

nf mfonn<lt1on cnmmun1cat1nn technolog:.· 
~ - ") ") 

29.~ 11 . 7 J J.6 2 7.1 I '\ ... L 5R.7 
--------- - - --

:\ 'rrage 13.8 32.4 46.3 11.2 29.2 13.3 42.S 
--·--- - ---- . ... -----· ----

Source: Primary Data~ 2015 

• 
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Average of 42. 5 percent of the respondent' indicated in affinnative that the statements on 

prncc~.;. 1nnovat1on as 1nno" at1on cnn~truct "ere correct. J 1.2 percent " ·ere not sure and 46.3 

percent di-.agrccd nr '\\ere non affirmati\e. Re'\ponsc about redesigning the flo"· of \\·ork \\'ith the 

u~c ,,f 1nformat1nn cnmmun1cat1on technology recorded 5~. 7 percent affinnativc respon~c 

hfl\~i"C\cr the rc~ron"e ahout dc~ign1ng the internet to deli, er nur scn·ices indicated 22 percent 

The 1ntc~· iewees ~aid ''the hotel and catering qrata 0f the S\fEs in (iulu \funic1pa1ity uses 

internet t0 dehver .;;erv1ccs .. v~ hilc c ;irry1ng nut their act1\ 1t1cs ho\\ e\ er \feta] f ahrication strata 

1n <iulu \funicipal1ty docs nnf use internet. doc" not dc"1gn internet products for "en ice delivery 

1n the prnce.;;s nf production ,,f \\h1L'h 1t";., 1n line \\.Ith the rc-..carch find1ne1;, .... 

4.~.J Product In no' at ion 

fn ,h'-'C'-''- the prnd1Jct 1nnov,1t1on level an1nng the ~\1F~ the rc".ponse fr0rn the rc~rondcnts v:cre 

att.11ncd and the [ 1kcrt scale i.\as u"cd tn rate their rc,rnn.-;c" to the i;;;tatcrncnts passed to thcrn. 

the finding" v:crc ih presented 1n tahlc 4 q 

• 
• 
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f .thlt.· ~.'~: ~ummAr\ Re \Ult\ on product inn<n ation a\ lnno\ ati..ln 

sr.-e 
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SD 
ti} 

! l 

" ' ' 

' 

'J 

. 
4 

' f 

• 

! -. l . . 
I " • I . I I 

D 
{21 {I +2) 

IJ Q.J 

; I ·' 12.tl 

' 1.~ • 

' J ~.~ 

' .. 

- I 

I I -1.~ 

.. J 1 0. ' 
5 .8 7 8 

~s . .\ SA 
(3} {41 {5} {4+5} 

- ~ ~ 

-~ 1 R~.1 ' ;.. "" ... '\ ~ 

] ' j ' ~ - 1 ~ "\ 71.9 

.... ~ 1 j ~ " " R<l.7 '.J ~ 
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.t.4 .. l Le~el of F.ntrepreneurial lnnn~ation among the S'l[s 

To a-;,ct;s the entrcprcr.c~nal 1nnovat1nn k·~ .. el among the S\1E'. the r~pt;n~ from the 

rc,pondent; were atta1ncJ and the Ld<ert .;,~ale "a' used to rate the1r respon5-cs to the statements 

Tahl~ ..t.10: ~ummary Re\ult~ on entrepreneur inno,·ation a~ lnno' ation construct 

~· ' . Slatt•tnl SD D NS A SA· (4+5) ~ .. . . 
; t• . . . .. ~ , 

"( {1} _.{J) {1+2) {3l l4) .~ ., . 
a • - .... .• • • . 

I It ·~·as m·. 1"'Uf idea tn 'tart rhe hus1nes' l ~ () J 9.~ .14.2 ~ ~ 41 c) l Q.6 62.6 , L ,>.t·e like dn1ng sflmethmg ne~>.t· t0 2et nC\'-... 
custnmcr' 

~ 

1 -o 10.3 5.6 ~) .., 30.4 R4.1 , 
-

J L we are never entirely harpy with th~ ,, .1~ ... 

in whKh thing~ ~re done I 9 1 o.~ 21.1 1 7 ~ 40.2 21 .5 61.7 -
4 ff one apprn'1ch to a prohlem dne~ n, if 

w11rk. ' 'we th 1n k (-l f another a rrrc'1:Ji. h (I() 1 1, 3.J 6.5 6X ~ 22.0 90.2 
f we find OC\l..: nJ(hC' for rrnd11.~t.., in 
current ma;:kct' n o ""~ ~ ~ ..... . 23.R 1 ~ . .:' 40 "' . ,;,... 21.5 61.7 
J. v.-·e enter ne'.\; hu-;. 1 ne ~ "e" h\ nffenn2 nc",' . 
'1nes and prndnd' () 9 1.1 6 14.5 1 .1. 1 4q 1 2> .4 72.5 

7 rt W{l<; n1y ·nt1r 1de;i th:.it the · :1 -qnr1n~ •. .._ 

'r~n<hn~ (1n r.e\'-' rrod1J(f d~'\(')Prn1cnf 
;}( t I\, 1 t IC'- ' ·' In ,~re.1'-t~d " .:; In~ 16.R 1 () . J 56.1 1 A.R 72.9 

~ ff \\i,1S nr" n11r 1dCil th.lt The nun1bcr 11f llC'·\ 

~"rndut'· t" 1r·~ .1ddcd hy the (''nip~ n ~· " "I 1 () . '"'.' ' 13 1 O.J ."n .n ~6 . 6 76.6 
(I ff \V ;1 ~ m V 1. ·Ur 1 d C .1 i ha f Th(' r c 1 ..;. ( n n1 p '1 n \ 

ernr h;i c;;"' nn t ('( h nn In ~1 (.ti ;n nr)\ 1t11-· n 
1 - ~'. -l 12.1 11 - 49.1 ., - 1 76.2 / 

4- / • 

10 ft w.1" n1y our 1dt · th.it then-- 1" "·1H1-:r:'.tn :. 
f'mph~ '\IS ,-,n p1nneen 11 ~ tee hnei J.-)Qi ( J J 

de\ ·~ lnprnenT' in the c nn1r~n ~· 1 q 19 6 21.5 I 5 .9 -l0.2 22.4 62.6 
I 1 f.\\·e cau"'ed th~ htp.h percent ,,f r-:'\Cr''Je 

?Cneretted frnrn prnduci" th;1t did nnt ::'".ht 

'hree ve~r-. e:lr lier - 1 -l 19.1 17 ~ 39.7 2 _~.4 63.1 ' 

12 Jt W:1S rr1y nur idea tn renrgan11c nn1t" ::lnd 

div1.;;1nns tn increase 1nnn, . . 1f 10n , "I 1 ~ I R.3 1 3. 1 45 .3 23.3 68.6 ... •, 

I ~ It \\·as n1v nur ide:i tn cnnrdinate .1d1\ 1t1e" 

::imong unit" to enhance cnn1pan~ 
. . 

1nnoY:1t1nn ~ ~ 15.9 1 R.7 11.2 50.5 19.6 ~ 70.1 
14 ft \\;as n1v nur ide,1 t.1 increase the 

3utonnnrv nf d 1 ff erent uni ts tn en ha nee 
their innovation ., 4 

~ . 12.6 15.0 12. I 47.7 25.2 72.9 
1 -' lt \\i:-ts n1y nur idea tn eqahJ1,h prnccdures 

to examine ne\\' innovation ideas 5 .1 14.f) 19.1 17.8 39.7 23.4 63.1 -·- ---- · - -- - -- ---· 
• 

A,·erage 3.6 13.8 17.4 12 47.S 23.1 70.6 

l Source: Field Survey, 2015 

' 
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Average of 70.6 percent of the respondents indicated in affirmative that the statements on 

entrepreneurial innovation as innovation construct \\·ere correct, 12 percent of the respondents 

were not 'ure and 17.4 percent disagreed or "·ere non affirmative. Response about one approach 

to a problem not wotking and thinking of another approach recorded 90.2 percent affinnative 

re~ponsc however the response to the issue that \\·e are never entirely happy "·ith the "·ay in 

which things arc done and finding ne"· niches for products in current markets indicated 61. 7 

percent affirmative response. 

The interviewees said Uthe employer' 1n GuJu \funicipaJity S\fEs gi\'cs orders and instructions 

to the employee' ho~· production i' to he done thus lea\'ing little room for innovativeness of the 

employees·,. thi' due to the fact that mo't of the S\1Es is GuJu ~1unicipality arc operated by 

people w·ho did not conccptuali1e the idea~ thu" recc1v1ng instructions from the initiators. This is 

in 1inc with the findings that "h<)\vcd affinnati\ c of 62.6 percent on the question '\vas it your idea 

to <;fart the hu~inc"s·· 

4.5 Level of Performance amon~ the S\IF.~ 

The third ohjcctive \\'<ts to estahlish the rclat1on"hip hen\·een management competencies and 

innovation on the performance of S~ff sin Ciulu municipality. The find1ngs are as presented 

hclo\v under sales gro\\1h. profit a hi Jity and market share. 
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4.S.I Lnd of S•ln Growtll •meag the SMEs I 

To assess the sales growth l~el among the SMEs, the response from the respondents were 

attained and the Likert scale ~·as used to rate their responses to the statements passed to them, 

the findings were as presented in table 4.11 

T•ble 4.11: Summary Rnultt on Sales growth • SMEs performance. 

1 

2 

3 

4 

5 

My/our ~le! volume have increased 

In addition to my/our old customers. there 
is increased demand for products from 
customers who never bought from me/us 
before 

My/our customers have increased on their 
purchasing volumes 
In relation to the resources committed. 

my/our overaJJ market perfonnance has 
improved 
Over the last 3 years [/we have had 
remarkable market growth for the company 

1.9 

2.8 

1.4 

3.3 

13.6 

16.9 18.8 0.0 

4.7 7.S 15.0 

17.8 19.2 3.3 

15.9 19.2 5.6 

13.6 27.2 48.1 

50.2 31 

49.5 28 

50 27.6 

45.3 29.9 

23.8 0.9 

81.2 

77.S 

77.6 

7S.2 

24.7 

Average 4.6 13.8 18.4 14.4 43.8 23.S 67.2 
Source: Field Re~earch, 2015 

Average of 67.2 percent of the respondents indicated in affirmative that the statements on sales 

growth as performanr p of S~·1Es construct ~·ere correct, 14.4 percent of the respondents were not 

sure and 1 R.4 percent disagreed or were non affirmative. Response about increase in sales volume 

recorded 81 . 7 percent affirmative response however the response concerning remarkable market 

growth for the company in the last 3 years indicated 24. 7 percent affirmative response. 

The interviewee noted that there is "general increase in sales of the SMEs due to increase 

demand of the SMEs products in Gulu Municipality" this is in line with the study that shows 

67.2 percent increase in sales of the SMEs in Gulu Municipality unlike the non affirmative 

response of 18.4 percent. 
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1.5.J Lntl of Pntftubflity •••I the SMEs I 

r o 111e!.s the profitability level of the SMEs~ the response from the respondents were attained 

md the Likert scale wu used to rate their responses to the statements passed to them, the 

findings were as presented in table 4 .12 below: 

T•ble 4.12: Sum .... ry Rnalb o• profltabiUty u SME1 performance constnd 

""-•I . 
' • \:_~~:~_ ' \ . 

"". ·, .,..... 7" , ..., 
' · . 

{ r) . .; t .. ' ·'_ j ~ .... } . ( ~ .. :'...} J ~ ~). 
. , 

; ~ _ · ; , , - . \.- !I. -\ -- ' 
. , 

1 The financial position of my/our firm 
has improved over the last 3 years 1.9 18. 7 20.6 9.8 40. 7 29 69.7 

2 Over the last 3 years the profit margins 
of my/our finn have increased 2.3 18. 7 21.0 11.2 46.3 21.5 67.8 

J The revenue of my/our firm has 
increased over the last 3 years 1.9 7.5 9.4 14.5 50.5 25. 7 76.1 

4 The return on investments in my/our 
company is good 15.4 7.5 22.9 53.3 21.3 2.3 13.6 

5 In my/our company the total cost of 
distribution. including transportation 
and handling costs is low compared to 
competitors 13.6 38.8 S2.4 17.8 20.1 9.8 19.9 

6 In my/our company the total cost of 
manufacturing .. including labor, 
maintenance and re-work costs is low 17.8 33.2 Sl.O 16.8 26.2 6 31.1 

7 In my/• •'Jr company the costs 
associated with held inventory are low 11.2 39.7 S0.9 18.7 25.1 4.7 30.4 

Average 9.2 23.4 32.6 20.3 33.0 14.1 47.1 
Source: Primary Data, 201S 

• 
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Average of 4 7. I percent of the respondents indicated in affir191tive that the statements on 

profitability as SMEs performance consttuc1S were correct, on average 20.3 percent were not 

5UR and 32.6 percent of the respondents disagreed or were non affirmative. Response to increase 

in revenue in the last 3 yean indicated 76.2 percent affirmative response however the response to 

return on investments in the ~iness being good indicated 23 .6 percent affirmative response. 

Interviewee that there i§ .. increase in profitability of the SM Es in the last 5 years due to increase 

in demand of the services offered by the SMEs due to the existence of relative peace in Gulu 

Municipality'" this is in line with the study that shows 76.2 percent of the respondents noted there 

is increase in revenue of the SMEs. 

4.S.J Market Sh•re of the Sl\IE! 

To assess the market share of the S~1Es. the response from the respondents were attained and the 

Likert scale was used to rate their responses to the statements passed to them, the findings were 

as presented in table 4.13: 

T•hle 4.13: Summary Results on Market share as performance construct on SME! 

My/our company has the ability to 
respond to and accommodate demand 
variations in the market 10.3 17.8 28.1 R.4 50 12.6 62.6 

2 My/our company has the ability to 
respond to and accommodate poor 
manufacturing performance i.e. machine 
breakdowns 9.3 17.3 26.6 19.6 46.7 7 53.7 

3 My/our company has the ability to f"t 

respond to and accommodate periods of 
poor supp lier performance 6.5 23.4 29.9 14.5 40.7 15 55.7 

Average 8.7 19.5 28.2 14.2 45.8 11.5 57.3 
Source: Field Rese•rch, 2015 

• • 
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A vmge of 5 7. 3 percent of the respondcntc; ind1cated in affirmative that the statements on market 

ihare as SMEs pcrfonnance construct were correct. Response concerning the ability to respond 

to and accommodate deffiand variations in the market indicated 62.6 percent affinnative 

response how~·er the re~pon~e about the busin~s having the ability to respond to and 

accommodate poor manufacturing performance infonn of machine breakdo\\TI indicated 53, 7 

percent affirmat!ve response. During the course of the use of the interview guide as an 

1n~mcnt, the interviewee noted that there is ·'general increase in market ~hare of the S!\1Es due 

to increase number of vi~itors (customer;) in (iu1u ~funicipahty \\·ho all need products from the 

SMEs in Gulu Municipahty·· this i' in line " ·ith the study that shows 57.3 percent increase in 

revenue of the SMEs in (iulu ~fun1cipahty . 

4.6 The Relation!lhip between the Stud)' \"ariahle~ 

4.6.1 Correlation Anal)·~i' 

In this ~cction. the results ar1,1ng from the Pcar,on ·s Correlation Test arc discussed. Correlation 

i~ a technique for inve,tigat1ng the rclat1on"hip hchvcen hvo quantitative. continuous variables in 

which the Pearson's correlat1on coefficient (r) is a measure of the strength of the association 

between the two var1ahles. The Pearson's r can range from -1 to 1 where -1 indicates a perfect 

negative 1inear relationship heh\i·ecn var1ahles. an r of 0 indicates no linear relationship between 

variable~. and an r of 1 indicates a perfect positive relationship between variables. To investigate 
~ 

the relationship among the constructs a Zero-order correlation table was generated. The Pearson 

correlation coefficient (r) was employed to establish the level, relationship between management 

competencies, innovation and performance of SMEs perfonnance. • 

1 
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Average of 57.3 percent of the re,pondcnts indicated in affirmative that the statements on market 

~hare a~ S~f Ei performance construct \\·ere correct. Response concerning the ability to respond 

to and accommodate demand variations in the market indicated 62.6 percent affinnative 

re~pon ~e however the rcspon~ about the busine~s ha"·ing the ability to respond to and 

accommodate poor manufacturing performance inform of machine breakdo\\TI indicated 53, 7 

percent ctffirmativc re~ponse During the course of the use of the interview guide as an 

instrument. the interviewee noted that there i~ ·'general increase in market share of the S~1Es due ..... 

to increase number of visitors (customer') 1n (iu Ju \f unicipality "·ho a11 need products from the 

SMEs in Gulu Municipality·· this is 1n line \\·ith the study that sho\\·s 57.3 percent increase in 

revenue of the SME" in (iuiu \ ·fun1c1pality . 

4.6 The Relation~hip hetween the Stud)· \·ariahles 

4.6.1 ( orr~lation A nal~·~i~ 

Jn this section. the results aric;1ng from the Pcarson·s Correlation Test arc discussed. Correlation ._ 

is a technique for 1nvc,tigating the relationship hctv.-ccn f\\.·o quantitative. continuous variables in 

which the Pearson'" correlat1on coefficient ( r) is a measure of the strength of the association 

hetwcen the nvo variables . The Pearson's r can range from -1 to 1 where -1 indicates a perfect 

negative linear relationship hehveen variables. an r of 0 indicates no linear relationship between 

variahles. and an r of 1 indicates a perfect positive relationship between variables. To investigate .. 
the relationship among the constn1cts a Zero-order correlation table was generated. The Pearson 

correlation coetTicient (r) was employed to establish the level, relationship between management 

competencies, innovation and performance of SMEs performance. • 

I 
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from Table 4. J 4 (the correlation results on skilJs as a management competency), it was 

e5tablished that most of the variables either had a weak or no COi 1 elation between them. It is only 

the variable concerning training enaployees in skill development that was strongly correlated to 

the ~session of relevant ski Us for high capacity performance, r (212) = .S 14, p < 0.01 . 

• 
• 
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from Table 4. 14 (the correlation results oa ski Jls as a it was 

established that most of the variables either had a weak or no correlation between them. It is only 

the variable concerning training eanployees in skill development that was strongly correlated to 

the possnsion of relevant skiJJs for high capacity performance .. r {212) = .514, p < 0.0 I . 

• • 
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Table 4.14: Correa.tlona analysi• table 

I I 
I I 

I Customer 
Skills Knowledae 1 profitab1litv , exoerience care 

Skills Pearson Correlation 1 

Sig. (2-tailed) 

214 ! N 

Kif owl edge Pearson Correlation .721( •• ) 

Sig. (2-tailed) 000 
N 214 

Profitability Pearson Correlation 195(**) 
Sig. (2-tailed) 004 
N 214 

Experience Pearson Correlation .343( .. ) 

Sig. (2-tailed) 000 
I 

N 214 ! 
' Customer Pearson Correlation .663(**) I 

Sig. (2-tailed) 
I 

.000: 
N 214 i 

Process Pearson Correlation .189( •• ) ! 
innovation Sig. (2-tailed) .006 

N 214 
Product Pearson Correlation .562(**> I 
innovation Sig. (2-tailed) .000 

N 214 
EntrepreneuriC\I Pearson Correlation 512(**) 
innovation Sig. (2-tailed) .000 

N 214 
Sales growth Pearson Correlation .172(.) 

Sig. (2-tailed) .012 

N 214 
Market share Pearson Correlation .337(*•) 

Sig. (2-tailed) .000 
N ~ 214 

.. Correlation is significant at the 0.01 level (2-tailed). 
• Conelation is significant at the 0.05 level (2-tailed). 

T 

I 

1 

214 ' 
I 

330(**) 

.000 ! 

214 I 
I 

.630(**) : 

.000 

214 ~ 
I 

.714(**) I 

.ooo I 
214 

.249(**) 

.000 
214 

.675(**) 

.000 
214 

.579(**) 

.000 
214 

.331( .. ) 

.000 
214 

.502(**) 

.000 
214 

, 

I 
I 
I 
I 

I I 
I 

I 
I 

1 
I 

I 
! 

214 I 
I 

.426(**) 1 ~ 

000 

214 214 

348(**) .481(**) 1 

.000' 000 
I 

214 ! 214 214 
.305( •• > I .253(**) .343(**) 

.000 ! .000 .000 
! 

214: 214 214 
.111 ! .459( .. ) .663(*•) 

I 

.106: .000 .000 

214 ' 214 214 
.260(**) i .545( .. ) .600(**) 

.ooo I .000 .000 
214 214 214 

.682( .. ) .547( .. ) .429(*•) 

.000 .000 .000 
214 214 214 

.347( .. ) .536( •• ) .541( .. ) 

.000 I .000 .000 
214 i 214 214 

67 

l l E ntreprene ~ 
Process I Pr00uct \ uraal : Sale a Miirilet 

innovation inno'lation 1nno\Jatton 1 arowth sh.Ye 
l 
I 

I 
' 
I 

I 

I 
I 
I 
I 

I 
I 

I 
I 

I 

I 

1 

214 
.352(**) 1 

.000 
214 214 ~ 

.421( .. ) .560( .. ) 1 

.000 .000 
214 214 214 

.263( •• ) .259(*.) .458( •• ) 1 
.000 .000 .000 
214 214 214 214 

.311( .. ) .361( .. ) .584( •• ) .447( •• ) 1 
.000 .000 .000 .000 
214 214 214 214 214 



f o establish the rclation.~ip between the study \·ariables (Managetnpit competencies, innovation) 

and SMEs performance, Pearson correlation coefficients \\'ere generated with the use of SPSS 

venion J 6. The correlations revealed the level of strength and significance of the relationships 

between the study variable~ and the independent variables. 

Result~ indicate a positive and significant relationship between Management Competencies 

constructs and the Performance of SMEs constructs. For instance sales growth and experience 

shows a positive relationship at (.547, p<.01 ). kno\\·ledge and market share shows a positive 

relationship at (.502, p<.01) as shown in table 4.13 above. This implies that SME require high 

levels of management competencies in order to pcrfonn "'·elJ ho\\·ever this result shows that its 

level of management competencies i5 not to the peak. However in the study it was also noted that 

skills and -;a)c<; growth had weak relationship at ( . 172. p<.O I) \\'hich means that in the SMEs in 

Gulu Municipality it docs not mean if you have the skills then the sales growth will be high, 

other factor" arc there that influences sales. 

On the level of Innovations among the SMEs in Gulu Municipality Correlation results indicated 

a significant positive relationship between innovation and SMEs performance. This was also true 

for the relationships between the dimensions of innovation; customer care (r = .663, p<.O 1 ), 

process innovation (r = .305. p<.O 1 ), product innovation (r = .361, p<.O 1) and entrepreneur 

innovation (r = .584, p<.01) and SMEs perfonnance. This suggests that when SMEs have good ... 
customer care, process innovation. product innovation and entrepreneur's innovation, this would 

have positive influence on the sales growth, probability and market share of the SMEs. Product 

• 
innovation and profitability indicated a weak relationship at (r = .111, p<.01 ), entrepreneurial 
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innovation and profitab11ity indicated a 'Acak relationship at (r = .2.0. p<.01 ). This suggests that 

when S\fE~ have good product innovation and entrcpreneur·s inoo,·ation it not a guarantee that 

there wi II be posit1" e influence on the perfonnance of the S~fEs. 

In thi~ :;tudy cu,tomcr care and process inno~·ation indicated a "'·eak relationship (r = .249 .. 

p-"" .01 ). Jn thi~ 'tudy 'kil1s and process innovation indicated a very weak relationship (r = . l 89 .. 

JY 01 >. Thi~ due to the fact most of the S~fE, in th1s 'tudy did not engage in processing 

product,. do not use internet. do not rede~ign internet to deliver services and their response to the 

questions were non affirmat1ve in nature. In this study cntrcprencunal skills and profitability 

indicated a \\·eak relationship (r = .260. p' .0 l ). This due to the fact most of the S~·1Es in this 

study noted non affirmative rcc;.ponse to rc-"·ork costs being lo""'· and costs associated "·ith held 

inventory he1ng low. 

4."7 Re~rr~~ion Analy~i~ of \lanaJ?rment Competrncie~ and lnno,·ation on Performance 

Mult1plc \tw·as carried out to examine the effect of different 
~· 

(prcfhctor.1ndcpcndcnt) variahlc". that 1s. management competencies and innovations. on the 

dependent variahlc. the S\-fE performance. The findings " ·ere presented below under the model 

summarv and coefficient tables. _, 

• 
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innovation and profitability indicated a weak relationship at ( r = .~, p<.O I). This suggests that 

when SMEs have good product innovation and entrepreneur's innovation it not a guarantee that 

there will be positive influence on the performance of the SMEs. 

In thi§ study customer care and proceu innovation indicated a weak relationship (r = .249, 

p<.01 ). In this study skills and proces~ innovation indicated a very weak relationship (r = .189, 

p<.01 ). This due to the fact most of the SMEs in this study did not engage in processing 

products, do not use intern~ do not redesign internet to deliver services and their response to the 

questions were non affirmative in nature. In this study entrepreneurial skills and profitability 

indicated a weak relationship (r = .260, p<.01 ). This due to the fact most of the SMEs in this 

5tudy noted non affinnative response to re-work costs being low and costs associated with held 

inventory being low. 

4. 7 Regre,•ion Analy'i' of l\lanagement Competencie! and Innovation on Performance 

Multiple regression analysis was carried out to examine the effect of different 

(predictor/independent) variables, that is, management competencies and innovations, on the 

dependent variable~ the SME perfonnance. The findings were presented below under the model 

summary and coefficient tables. 

• 

' 69 



\lodel ~umman . . I 

:\d_Ju"tcd R Std. E rrnr df 

\f r"le 1 R R ~qllare Square t~c E'-limate 

I ~ 2 ~Ll) 2~'1 .2'19 9 12M3 

cxrL11ncd hy the t\S,,() independent \(irJJhlc;., frnn1 the \Jluc It can he .;;.a1d that 27 6 percent nfthe 

\',lrl.lfJ(ln 1n performance nf "\ff·" c :tn he cxrJ;t1ncd hy f\\() 1ndcpcndcnt \ anahlc" namely 

\1,,ffl' ;.,kills. k.nr1\\kd2c .tnd cxrcncncc. thn'C nf 1nnn\,lt1nn.;;. \\CrC rrnduct and procc"s 

\ '()\' .\(h) 

\f P<k ' \11111 nf r )c~rcc of \fc.-ln 
1 ~qt1arc;. free' f (1111 ~q\Llf(' F I 

I ~x Rc.~rc-.....;1nn f-.1A 9 -" ~ 1, _1. .,i "7 f 1 (} --l -in 
7 

'-

R c' 1dua 1 1 7 ~ 7.-t ~ 
2 1 1 x~ ~q1 

57 '- . L. 

Tnt;11 24269 9 

44 
21) 

I 

- . 
;i Predictors: ( ( onstant). 1nn0Yat10n. management competencies 
h f)cpcndcnt \. ariahle: performance 

' 70 

S12. 
~ 

192 _000( a) 

• 



fhe Analy~i~ of ~-ariance ( A~OV A) table 'hows that the proportion, of variance explained in the 

model ~ummary table ii ~tati~ticalJy ~ignificant s1nce the p-,·aJuc is .000 \\·hich is below the .05 

Jevel. It can he concluded .. therefore that the overall model is statistically significan~ or that the 

independent variables. (management competencies and innovation) have a significant combined 

effect on the dependent variable (SME performance). In summary. the rn·o independent variables 

have a '1 gn1 ficant comb1ned effect on SME performance. F ( 2. 211) = 40.19. p < .001. 

Unstandardized Standardized 
Coefficients Coefficients T Sig. 

Mode ~ - . - - - 6 - --- - - --- ;.. - -- - - - ---

1 B Std. Error Beta B Std. Error 
' 

1 ( c· onstant) 4.273 7.237 .590 .556 
Management 

.219 .Ofl9 .253 ' 3.159 .002 
compctcncic~ 

I 

Innovation .224 .05fl .319 ! 3.989 .000 
a Dependent \ ·"ariahle : Performance 

As seen in the ( _' ocfficients tahle. the p-vaJue of management competencies \\·as .002 \\'hi le that 

of innovat1ons \\·as 000. Thi" imp1ic~ that hoth of them arc significant predictors (or significantly 

related to) of S\fE, r·· rfonnance . As such. management competencies (Beta= .253. p < .05) and 

innovations (Beta= .J 19. p < .001) arc significant predictors of SMEs perfonnance. The 

prediction equation is based on the un,tandard1zed coefficients. as follo\vs: 

Perfonnance = 4.27J -i- 0.219 management competencies+ 0.224 innovation 

~ 

In this equation. the constant (4.273) is the predicted value of the SME performance variable 

,,·hen the independent variables (management competencies and innovations) have a zero value. 

The objectives of this study was achieved as demonstrated by the various analysis done. • 
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CHAP'I ER FIVE 
I 

DISCt;SSIONS, CONCLt.:SIO~ A~l> RECO~tEl fl>ATIONS 

,.0 Introduction 

Th . chapter prec;cnts the d1scussion., conclusions .. and recommendations anstng out of the lS 

rc~arch findings 1n chapter four and suggests area4' for further study. The study has generated 

~everal findings ~·hich are in line \\·ith existing literature and previous research findings. 

,.1 Di~cui,ion of FindinK' on Bio-data 

Under thi~ ~ction .. a discussion of the findings \~las carried out in accordance with the study 

objectives. Here the researcher "ought support for the findings from already existing literature of 

the earlier works conducted by other researchers on the study variables. 

Re~~ndent category hy gender. the finding "ho\\·s that 6 7.8 percent of the respondents were 

male white 32 .2 percent "'·ere female and the research finding also revealed female respondents 

were mostly found ;n the hotel ~trata . This research finding noted that majority of the 

respondents were mate \\'ith a 6 7.'fl.. percent of v. hich it is not is in line with the finding of 

Apotlot (2012) since the study sho~·ed that majority of the respondents were female with 53.8°/o. 

According to Tu1son (2000) supported by Hunter (2013) noted studies from all over the world 

indicates that while the share of \\'Omen is somehow higher in SMEs involved in trade and 

~ 

service. ifs generally much 1ower in the manufacturing SMEs. The finding in this study agree 

with it since there ~·ere few fema1e respondents in the Manufacturing, metal fabrication, 

Hardware and construction SMEs unlike in the Medical, Catering and hotel facilities. 
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~espondent category by age group. according to the research findings, the majority of the 

-espondents of 39., percent belonged to the 30-39 years age group w~ proximately 0.5 percent 

hat wa.~ the least belonged to the 60 years and above age group. This implies the majority of the 

~dent~ had acquired enough experience in doing bm~ which enhanced their business 

stability and expertise . The e~pertise helps the o~ners to take favorable decision on their 

management and innovation affairs in the business. This findings is in line with Yamaguchi (2013), 

Tishman (2012) who agrees that the age increase makes a person develop that in tum enhances 

Management experience. confidence and drive to perf onn as per the set targets. 

Respondents category by level of education. Thapa (2007) found a positive association between 

education and S~fE~ ~uccess. the research finding here indicates that majority of the SMEs 

managers had ccrti ficatcs. follo'W·ed by those "'·ho had Diplomas, Degrees, and Uganda 

Ce~·ificate of Education <UC'f.). Some of the S~fEs managers and O\\Tiers do not have any fonna) 

education. others had reached PLE 1evel "'·hi1e others had Master-s Degree level and least SMEs 

had managers who had attained a post graduate. This implied that most of the businesses did not 

require the managers to have a higher 1cvel of education. This finding is in line with the findings 

of Odeng (2009) \\·here he noted that respondents 3.6 percent of the respondents had attained 

postgraduate degree level. A reasonable level of education enables one to have the chance to 

learn cntrepreneur1al innovation ideals as noted by Kotey and Meredith ( 1997). A high leve) of 

literacy depicted by the study enhances cntrepreneuriaJ programme success in the SMEs 11s noted 

by Pushpakumari ( 2009) who stressed that the need for the entrepreneurial programme as these 

that enhances the development of the SMEs which in tum improves performance. 
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~nt of capital 1n~·~ted~ the research fimhng indteatcs that majority of the SMEs invested 

between 40 million and above as compared to those S~fEs "-M had invested S-9 million. Few 

S~E! reported to have invested bet\\·ecn 20-39 million and 30-39 million. The least SMEs 

invested between 40 mi I h~n and abo"·e. The finding in this study shows that 40.2 percent of the 

~ME!I had inve~ted 40 m1l1ion and above of which this find1ng is in line "ith the findings of 

(Jdeng '2009) where he noted that 14 1 percent of the S~fE~ had 1n~·csted 40 million and above of 

whic;h both study show~ a percentage Jes~ than 50 percent. 

Number of employees in the business. many of the SMEs employed 5-10 "·orkers followed by 

those SMEs who employed bet"·cen 10-19 workers. Few SM Es employed 50 and above "·orkers 

which catered for 2.R percent. This implies that a majority of the SMEs surveyed ~·ere sma11 in 

~Jze . The finding in thi' study shows that 2.8 percent of the employees were 50 years and above, 

thi~ finding is in line \\1th the findings of Odcng ( 2009) "·here he noted that 2.5 percent of the 

SMEs had employed ~orkers 50 years and ahove . 

Period of ex 1stence in the hu,1ness. Si\f Es respondents "·ere required to indicate the number of 

year~ they had been in this hu"iness. ~fost of the S\1Fs respondents had been in the business for 

two and above yea~ \-..·hich ·~as an indication Clf experience in do1ng business and being able to 

understand how the business runs. The finding is this study shows that 6.1 percent of the 

employees had \vorked in the business for utmost 1 year of it is in line with the findings of Odeng 

(2009) where he noted that 5.1 percent of the S~fEs had been in business for utmost 1 year . 

• 
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Amount of capital invested, the research finding indicates that majority of the SMEs invested 
I 

between 40 million and above as compared to those SMEs who had invested 5-9 million. Few 

SMEs reported to have invested between 20-39 million and 30-39 million. The least SMEs 

invested between 40 million and above. The finding in this study shows that 40.2 percent of the 

SMEs had invested 40 miJlion and above of which this finding is in line with the findings of 

Odeng (2009) where he noted that 14. 1 percent of the SMEs had invested 40 million and above of 

which both study shows a percentage less than 50 percent. 

Number of employees in the business, many of the SMEs employed 5-10 workers followed by 

those SMEs who employed between I 0-19 workers. Few SMEs employed 50 and above workers 

which catered for 2.8 percent. This implies that a majority of the SMEs surveyed were small in 

size. The finding in this study shows that 2.8 percent of the employees were 50 years and above, 

this finding is in line with the findings of Odeng (2009) where he noted that 2.5 percent of the 

SMEs had employed workers 50 years and above. 

Period of existence in the business, SMEs respondents were required to indicate the number of 

years they had been in this business. Most of the SMEs respondents had been in the business for 

two and above years which was an indication of experience in doing business and being able to 

understand how the business runs. The finding is this study shows that 6.1 percent of the 

employees had worked in the business for utmost 1 year of it is in line with the findings of Odeng 

(2009) where he noted that 5. 1 percent of the SMEs had been in business for utmost I year . 

• 
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Nature of business, The results of the finding showed that 43 percent of the SMEs were dealing in 
I 

catering and hotel business, 12.6 percent of the SMEs were dealing in Pr~ing industries, 16.8 

percent of the SM Es were dealing in Metal fabrication, I 9 .2 percent were dealing in medical 

faci I ities, 7 .5 percent of the SMEs were dealing in hardware and construction firms while 0. 9 percent 

of the SMEs were operating other form of business. 

5.2 Level of Management Competencies among the SMEs 

The first objective was to establish the level of management competencies of SMEs in Gulu 

Municipality. The findings are discussed below under skills, knowledge, and experience 

subsections. 

5.2.1 Skills of SMEs 

The average affirmative response, which is combining the 'agree' and 'strongly agree' responses 

was 86.5 percent, with 7. 7 percent being opposed to the statements on skills and 5. 7 percent not 

being sure. The findings revealed a significant positive relationship between skills and SMEs 

performance which impJied that when SMEs possess the required skiHs, this would enhance their 

performance. The findings are in Jine with the assertions of Odeng (2009) who noted that ski11s 

enhance SMEs to increase market share, profitability which can help SMEs respond quickly to 

SMEs changes in the market. This also receives positive assertion of Hayton (2015) who noted 

that ski 119 are significanl for the performance of the SMEs . 

• 
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5.2.2 Level of Knowledge among the S~IE! 
I 

This c;tudy shows affirmative response on average of 98.2 percent on the issue that knowledge 

has influence on performance of SMEs. The findings revealed a significant positive relationship 

between Know1edge and SMEs performance which implied that when SMEs possess the ability 

acquire know1edge, skills and experience, this would enhance their petfonnance. The findings 

arc in 1ine with the assertions of Calantone et al., (2002) \\'ho noted that new knowledge \\'hich 

can help SM Es respond quick1y to customers' needs and S~1Es changes. This also receives 

"upport from Ro1and (2006) On the other hand, Patient and Naledi (2015) found of out that 

~anagement competencies has a positive effect on SMEs performance. Furthermore, the 

findings arc in line with Zack et al, 2009 who revealed that Know1edge have a positive and 

indirect influence on SMEs performance. Other research has indicated that Kno\\·1edge positively 

and direct1y influences the S~1Es, performance (,hen and Liang (2011 ). 

5.2.] l_Jevel ~xperience among the S~IEs 

This study shows affirmative response of 87.8 percent, on the issue that know1cdge has influence 

on performance of SMEs. The findings revealed a significant positive re1ationship between 

K no'W·lcdge and SM Es performance which implied that 'W'hcn SM Es possess the ability acquire 

knowledge, ski11s and experience, this would enhance their pcrfonnance. It is in line with Cant 

and Lighte1m (2003) in a survey of small business failure maintain that entrepreneurs often have 

good ideas and are competent but they do not have a clue on how to run a business and have no 

.,.. 
underlying appreciation of business fundamentals. Professiona1 experience has been cited as an 

irnportant factor affecting many aspects of entrepreneurial firms. Experience takes many guises 

and hrcadth of experience i~ shown to be an important factor driving the performance of firms, • 
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f<no\v1edge and SMEs performance \vhich implied that \\:hen S\.fF~ possess the ability acquire 
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~ 

underlying appreciation of business fundamentals. Professiona1 experience has been cited as an 
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\\'ith the number of previous jobs positively related to new finn perfonnance (Lumpkin & 
I 

~1arvel 2007). 

5.3 Level of Innovation among the SMEs 

The ~econd objective was to establish the level of innovation of SMEs in Gulu Municipality. The 

findings are as pre~ented below under customer care, product innovation, process innovation and 

entrepreneurial innovation. 

The findings revealed a significant and positive relationship bct\\·een innovation and SMEs 

performance which suggested that when SMEs have well maintained customer care, process, 

product innovation and required competences. this would enhance their pcrfonnance. According 

to Kelley (2009), the customer perspective of newness necessitates a change in consumer 

hchavior to accommodate new product usage conditions. On the other hand, the 

uniquenes§, superiority aspects of product innovation suggest that SMEs in Gulu Municipality 

operationalize incompatible differentiation in product attributes so as to develop competitive 

advantage difficult to copy by competitors (Woodside. 2005 ). Fink & Kraus (2009) contend that 

product innovation is associated with newness to the firm: product uniqueness; and product 

superiority. To realize the newness of product a firm \\'ould pursue innovative imitation of 

competitors' products, new product invention. and improvement or modification of the existing 

products (Katz, 2003 ) . 

• • 
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I 

Tnc findings revealed a significant and pos1t1ve relationship bern·cen innovation and firm 
I 

performance w·hich suggested that when S~'fEs have \.\·ell maintained structures, processes and 

required competences, this \\'Ou1d enhance their performance. The higher the level of innovation 

among SMEs the likelihood that the S\fEs \.\·ill remain competitive. 

~ . .l.1 Customer Care 

Average of ~4. 7 percent of the respondents indicated in affirmative that the statements on 

customer care as the innovation constructs \vere correct. 9. 7 percent \\·ere not sure and 5 .6 

percent disagreed or were non affirmative. The findings revealed a significant and positive 

relationship between innovation and S\tfEs performance \\·hich suggested that \\'hen S~1Es have 

\VCJl maintained customer care. this \\·ou1d enhance their performance. ~;.\ccording to Ke11ey 

( 2009 ). the customer perspective of ne\\·ness necessitates a change in consumer behavior to 

accommodate new product usage conditions . This research finding i~ also in line \\'ith Apol1ot 

( 2012) who Jssertcd that customer care construct of innovation has influence on the perfonnance 

nf the SME~ in l Jganda . ._. 

5.J.2 Procc~s Innovation 

,i\ vcragc of 42 .5 percent of the respondents indicated in affirmative that the statements on 

process innovation as innovation constn1ct \\·ere correct 11 .2 percent were not sure and 46.3 

percent disagreed or were non affirmative. This finding shows that there is high cost of 

~ 

production. high inventory cost and unless this is solved it hamper the perfonnance of the SMEs . 

• 
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5.3.3 Product Innovation I 

Thi~ ;;tudy noted 82. 7 percent affirmative response to the product innovation, the findings is in 

line ~·1th study done by 'J.lr oodside (2005 ). he noted that the uniqueness/superiority aspects of 

product innovation suggest that S\fEs in Gulu municipality operationalize incompatible 

differentiation in product attributes so as to develop competitive advantage difficult to copy by 

competitors (Woodside. 2005 ). Fink & Kraus ( 2009) contend that product innovation is 

as~ociated with newness to the firm; product uniqueness: and product superiority. To realize the 

nc\vncss of product, a firm would pursue innovative imitation of competitors' products, TIC\\' 

product invention. and improvement or modification of the existing products (Katz. 2003 ). 

~.,l.4 l .. evel of Entrepreneurial lnno~·ation among the S;\IEs 

.A vcrage of 70.6 percent of the respondents indicated in affirmative that the statements on 

entrepreneurial innovation a" innovation construct "·ere correct. 12 percent of the respondents 

\vcrc not sure and 17.4 percent disagreed or \vcre non affirmative. Response about one approach 

to a prnhlem not ~·orking and thinking of another approach recorded 90.2 percent affinnative 

rc'-'ponse ho\vever the response to the issue that \Ve arc never entirely happy ~·ith the way in 

\vh1ch things arc done and finding ne\\' niches for products in current markets indicated 61. 7 

percent affinnative response. 

~.4 te~·el of Performance among the Sl\·IEs 

The third objective was to establish the relationship between management competencies and 

innovation on the performance of SMEs in Gulu municipality. The findings arc as presented 

• 
helo\v under sales growth, profitability and market share. 
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I 

5.~.J Level of Sale~ Growth among the S\IEs 

Average of 67.2 percent of the respondents indicated in affirmative that the statements on sales 

growth as performance of SMEs construct ~·ere correct, 14.4 percent of the respondents ,,·ere not 

"ure and 18.4 percent disagreed or v,·ere non affirmative. Response about increase in sales volume 

recorded 8 J. 7 percent affirmative response ho~·ever the response concerning remarkable market 

growth for the company in the last 3 years indicated 24. 7 percent affirmative response. This study is 

in Jinc with the study carried out by Apo11ot (2012) that noted that 60 percent of the respondents 

\Vere affirmative to the statements. 

5.4.2 Level of Profitability among the Sl\IEs 

A vcrage of 4 7.1 percent of the respondents indicated in affirmative that the statements on 

profitability as SMEs performance constructs v.-erc correct. on average 20.3 percent \\·ere not 

"\Ure and 32 'l percent of the respondents disagreed or were non affirmative. Response to increase 

1n revenue in the last 3 years indicated 76.2 percent affirmative response ho\\·ever the response to 

return on investments in the business being good indicated 23 .6 percent affirmative response. 

l his ~tudy is in line \vith the study earned out by A pol lot ( 2012) that noted that there was 

increase 1n sales in the last 3 years. This study finding shows that there is increasing profits 

among the SM Es which is in line "'·ith A ban is (2013) who stated that there is increase of 

profitahility with an average mean of 2.67. 

• 
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5.4.2 :\larket Share of the S~IE1 
I 

Average of 57.3 percent of the respondents indicated in affirmative that the statements on market 

share as SMEs performance construct were correct. Response concerning the ability to respond to 

and accommodate demand variations in the market indicated 62.6 percent affirmative response 

however the response about the business having the ability to respond to and accommodate poor 

manufacturing performance inform of machine break do~Tis indicated 53, 7 percent affinnativc 

response 

5.5 The relationship between ~lanagement competencies and lnno\'ation of the S1\1Es 

< ·orrclation results revea)ed a significant and positive relationship bcrn·een Management 

competencies and innovation which is indication that the more SMEs "·ere \\'il1ing and prepared 

to improve performance through knowledge_ skills and experience_ this \\'Ould improve their 

management of the business enterprise. The findings are in agreement \Vith the work of Babalo)a 

( 2009) who suggests that SM Es cannot avoid the modem g1oha1 economy and its demand for 

innovative husiness as a precondition for competitiveness. Sch\\'·artz ( 2006) asserts the 

importance of education and having knowledge for acquiring various ski11s that \Vould encourage 

ind1v1duals to he curious ahout problems_ options or ways of doing their work, accordingJy 

acting innovatively. Making a SME successful must be con,idercd as an invention-innovation-

diffusion process that tackJes: the businesses mix of the given size, the SME as an 

entrepreneurial achievement_ and entity of values (Georgc11is. Joyce & Woods, 2000). Shane 

( 2008) as supported by Oukcs (2010) affirms the role of proactivcncss in innovative behaviors . 

• 
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Additionally, individual's problem-solving style \\·hich refers to individuals' cognitive style that 
I 

i-; relevant to conceptual competency (Potocan & Mulej, 2009) is positively related to individual 

innovative behaviors. Given their sma11 size and related pool of professionals, S~f Es need to 

work very hard on members' innovation and related personal traits. Thus a11 preconditions 

concerning both the content and the process of innovation must be considered, which requires 

the holism and therefore systemic rather than one-sided thinking/behavior of the usual 

"peciahsts. Hence, values/culture/ethics/norms of 0\\11ers, managers and entrepreneurs, SME's 

mcmhers must also be innovated along with their kno\\·ledge. experience and skills. 

The objectives of the study were to explore the level of management competencies of SMEs in 

f iulu Municipality, to analyze the level of innovation among the SMEs in Gulu Municipality, to 

invc~tigate the relationship between management competencies and innovation on the 

pcrfonnance SMEs in Ciu1u Municipality. The study \\1as done \\'ith the help of a cross-sectional 

.;;urvcy design, both qualitative and quantitative methods \Vas used in this study. The key finding 

1ndicatcs that there 1s high level of management competencies and innovation among the SMEs 

1n (iulu Municipality, the findings show that there is relationship between management 

competencies. innovation and performance of SM Es in Ciulu Municipality . 
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5.6 Conclusioni 
I 

S~tE~ pcrfonnance is significantly predicted by Management competencies and innovation 

although they contribute 27.6 percent meaning that there are other predictors that contribute to 

the other 72.4 percent in respect to the perfonnance of the S~fEs. 

For SMEs to be innovative ,workforce need to be skilled~ experienced and kno\\·ledgeable of 

which in tum it will influence performance of the SMEs. The higher the level of innovation 

among SMEs, the higher the likelihood that the SMEs \\·ill remain competitive in this volatile 

( J ganda · s economy. Therefore. SME management needs to look at developing better strategics of 

improving innovation to enhance the S~1Es performance. The findings also revealed a significant 

pnc;;itive relationship between innovation and S~1Es performance \\'hich implied that \vhen SMEs 

po~scss the ideas of process innovation, customer care. product innovation and entrepreneur's 

innovation thi~ would enhance their performance of the SMEs. This is confirmation that SMEs' 

\Vt II ingncss to emhrace the constn1cts of innovation during their \.\'Ork processes would have 

positive effect on the performance of S~f Es. 

~. 7 Recommendations 

Basing on the above study the research made the follo\\'·ing recommendations. 

a) SM Es need to ensure that they create an innovation culture within an organization which 

can allow for product, process and entrepreneurial innovation. 

h) Policy makers need to develop policies related to employee training and career 

development in order to enhance the performance of the SMEs to facilitate increase in 

• • 
economic growth and development. 
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c) Central government need to come up with policies that rc\\·ard innovative SMEs inform , 
of tax holidays, tax rebate and tax exemption. 

d) Government need to Support the SMEs in creating a conducive environment for learning, 

innovation by setting industrial parks. 

5.8 Areas for further study 

a) Research studies focusing on other predictors such as access to infonnation, culture, 

climate change, infrastructure, organization learning, capital base of the enterprises, 

research, access and source of finance. the regulatory burden, training and education as 

factors influencing SMEs performance other than ~1anagement competencies and 

innovation since innovation and management competencies account for only 27.6 percent 

of the performance of SM Es. 

h) Since a cross-sectional study design \\·as adopted in this study. it \\'as not possible to 

consider the time line changes in preferences and perceptions as the design only a11ows a 

one point kind of measurement. further study need to he done by other researchers on the 

same area of study considering the longitudinal approach. 

c) Simi Jar studies in other parts of the country to influence national po1icies. 

d) Further research need to he done on the specific predictors for the various SME strata . 

• • 
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I 

Appendix I: Questionnaire 

l>ear Sir~ladam, 

I am f)kcl1o Mom!\ Kidega .. a student of Gulu University pursuing Master of Business 

Adminic;,tration <MBA) degree course. I am conducting a research on the topic entitled 

·';\lanagcment Competencies and Performance of S~IE~ in Gulu ?\lunicipality, Uganda"'. 

You have been identified as a resourceful person in providing the necessary infonnation that is 

required. I would appreciate your positive participation in providing me \\''ith the available 

information a~ far as this topic is concerned, whatever infonnation you "·ill provide \\'ill be kept 

fully confidential. I urge you to avail me with the details \vithout any hesitations. Please tick in 

the appropriate boxes or fill in the spaces provided and feel free to seek for any clarification. 

Your cooperation is highly appreciated. In case of any need to communicate to me, please use 

the following contacts. 

()kello Morris Kidega: Telephone +256-716013939 / +256-775013939 I +256-752390609 

f:-mail. Okellomorriskidegara.gmail.com 

SECTION A: Bio -Data 

Name ({>ptional) ..... ... .. . .......... .. ....... . .................... . 

Gender 

ivfale D Female 0 
1. Age hrackctlgroup. 

20-29 D J0-390 40-490 

2. Marital status 

so-59 D 60and above D 

Single D Married D Divorced D \Vi<lowed D Separated D 

.1. Educational background/level? 

No fonnal e<lucationD PLE D UCE D UACE 

C'crtificatc D Diploma D Degree D Masters degree and above 

4. Have you attended any husincss or entrepreneurship training 

Yes D No D 
• 

D 
D 

If yes elaborate ....... _ .................................................................... . 
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5. What is the name of your business? .................................................................................... . 
I 

6. What is the ~ature of Business you arc dealing in? 

~1cta1 fabrication 0 
Medica1 facilities 0 

Catering and Hotel facilities O 
processing industries D 

Hard '>l·arc and construction firms O 
f)therc; SJ:>CCi fy .............................................................................. . 

6. In which division within Gulu Municipality is your business located? 

Pccc 0 Bardegc O Layibi D Laroo 0 
7. For how Jong has the business existed? 

8. 1 year O 2-3 years 0 4-5 years D 6-7 yearsO 8 and above 0 
9. How many workers are employed by the business? 

1-40 5-9 0 10-190 20-49 0 50 and above 0 

10. How much amount of money has the b . . d') us1ness 1nvcste . 

5-9 Million 0 10-19 Mil1ion D 20-29 Million 0 30-39 Million 0 
40 & above D 

11. For how Jong have you hecn working in the business? 

1 year 0 2-3 yearsO 4-5 years 0 6 and above 0 

SEf:TION B: 

Please tick ~~1c appropriate hox as indicated .Code 1 strongly disagree (SD). Code 2 for Disagree 

( 0 ). ('ode 3 for Not sure (NS). (·ode 4 for Agree (A) and (·ode 5 for Strongly agree (SA) 

- --- . - . - -- -·· - -· -

S /N l\IANAGEI\IENT C01\1PETEN(_]ES SD D NS 

Statements 
...... ·- ..... 

R1 Skills 
- . ~- ----

12 I possess relevant skills to enable me perform at a high capacity 
~ 

I have skills to train my employees to acquire the necessary skills 

1 J needed to perform their duties. 

14 I have the skills to invent new ways of doing my business. 
~ .. 

I am creative in doing my business and like sharing ideas with my 

15 fellow entrepreneurs 

16 I am self-motivated and committed to my business 
-

1 7 I use various techniques/skills of out competing my rivals 
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1 I po<\~css management skills and these have enabled my business to 
I I 

1 I< c;un 1vc. 
I 

'. 1 have the skills to disp1ay Jcadership qualities \~·hich guide employees in I 

19 achicvin2 the set 2oals 
'- .._. 

20 t I have the ski11s to know what I am good at and ~·hat my weaknesses are 
' l I 

2 J I am in a poc;ition of training my employees in skill development l 
- -----4---------~~~---~~~~~~~~~~~~~~......._~-+-~-+-~--~__,..~---1 

22 
1 

1 have the li~tcning skills to customer complaints in the business. I 
l l 

l_ ___ ~~ __ ' poc;c;ec;c; computer skills. I 
I 
l 

I , R2 Knowledge 

I have the kno1W·lcdge to produce quality goods at a cheap pr1ce. 

I have the knowledge to keep records of all the transactions made. 

I provide mutual support and mentoring environment to my emp1oyees 

I have the knowledge to keep mysc1f update \\·ith the requirements 

needed to pcrf orm my duties. 

I 

I 
j 

' 

I 
l 

! 
I 
I 

- -- - - ---------------------------· --~---+---+---+---~ 

I have the knowledge of the ways to out compete my rivals 

I have the kno~·ledge of maintaining positive attitude tO\l/ards my \\·ork 
I 
I 

I have the kno~·ledge on \\·ays to give others an opportunity to perfonn , 

~() sim·~ ;ar duties 
l 

! .11 I have the kno'W·ledge to develop unique ideas 
- - -----·---------------------------+-, --~--+----+-----1 

I have the kno\\'·lcdge to display leadership qualities \\·hich guide ' 

12 employees in achieving the set goals 
. - - --+--- - --------------------- ----------+-----r---t----1-~-----1 

.~ > I knovJ "'·hat 1 am good at and "·hat my \\-eakncsscs arc 
.. _ - - ·--+---------~--------------------+----+---+----+----+--~ 

'4 I am able to conduct a market research related to the husincss 
~---~r---------~--------------------t~--+--+----+---+--~ 

'" I am oriented to my business gro~1h. 
~ ---t----------------------------~--+--~-----+---+---+---~ 

_~6 I raise enough funds to provide 'W'Orking equipment for my employees. 

I have the knowledge to organize and utilize my time as efficiently as 

J 7 possible to do business \\·ork 

I have the knowledge to establish and maintain good \\'Orking 

.~~ relationships with my customers 
~ · . .. -r------------------------------+---+--4----+---+--~ 

39 I have the knowledge to 1 is ten to customer complaints in the business. 
~--------------~~-----~----~-~~~-----'---'---""-----'-~-'--_J 
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8] I [ • : Jxpenence 
·~ 

l • 
, I have the experience of honoring my business commitments and 
I 

4<; I appointments 
·- --L 

41 I come early for \\'Ork and leave late after accomplishing a11 the tasks 

I have the experience of using available funds to make more profits and 

4' . .:_ hecome more productive 
- - ·-

I have the experience of taking independent and my O\\TI decision 

43 ~· ithout consulting any one 
I 

~ 
I 

· --- - -4- · - - -

i I have the experience of se1f-motivation and commitment to my 

44 ! bu"ine<;<; 
--· - - --· ·~ ~ -

45 I have the experience of keeping my \\'Ord at all times. 
--- -- . 

SF.<.:TJO~ C: INNOVATION 
r - -

I 
-- -

Statement~ 
~ ----' - . 

Customer Care 
( · 1 ---

46 
My/our customers arc satisfied \vith my.'our productslscrviccs 

~Ay/our customers arc happy \Vith the supenor value of my/our 
I 

47 
products/services relative to mylour competitors 

I 
I 

L -
I 
I rv1vlour customers arc happy ~·ith my/our long term customer I ..... 
I relationships strategy 
I 4R 

. ,_.. .. 

I/We often receive complementary phone calls/letters about my/our 

49 
products/services 

-- --
f\t1y/our customers promote my/our product/services by \VO rd of 
mouth 

50 
- - · - ... -

51 
I/we have more repeat purchases for my/our products/services 

52 
My/our customer response time is good in my/our company 

- -

My.lour customer comp1aints addressed 
. 

time my/our are 1n at 

53 company 

54 On-time deliveries arc made in my/our company 
• 

- --
55 My/our company puts emphasis on quality after sales services 

--
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I 
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I 
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I 

I I 
I I 
I 
I 

I 
i 
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' I 

I 
I 
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~---_j__ SD D NS A SA 
• -

I <~2 I Proces~ Innovation I 
j 

; 56 1 V./e do uc;c the internet to de1iver our services 

I 57 V./e change the flov1 of work by merging certain activities I 
L. -- -
I 58 We design the internet to deliver our services 

I 

I 

I I 
. 

I 59 We change the flow of \\·ork by eliminating certain activities 
I 

I I 
I 

We redesign the flow of work by the USC of information I 
I 

' 60 communication technology 
I 

~--- -
Product Innovation 

I 
I (:1 
~ -

I 
I h 1 

f)ur productc;; and services are readily avai1able l 
L -
I 

We arc providing a product or service \\'ith only the elements sought 
I 
I 

62 by the user group and removing high cost clements. I 
r-

-

We have expertise/ ski11 for providing after sa]e services 
63 

..... . 

Our product• and services are accessible to our customers 
64 

- -- -· 

65 Our products offers a good experience to our customers I 
~- - - l 

66 The services and products provide a trusted solutions to the target market I 

67 Our value proposition is categorized \\:ith high quality 
- --- -- -

68 We provide rehable services and products to the busine~s partners 

--- 69 We focus on products compatibi hty and convenience 

70 Our products and services are immediately availahlc any time of the year 
- -

( "4 Entrepreneur Innovation 
- -- - -

71 It was my/our idea to start the business 

72 J/wc like doing something nc\v to get new customers 
.... _._ ·• 

73 I/we are never entirely happy with the \\'ay in w·hich things are done 
- - - -· - ·- ·-- ·-

If one approach to a problem does not \\'Ork, I/we think of another 

74 approach .. 
e--

75 l!'N·e find new niches for products in current markets 
- 76 I/we enter new businesses by offering new Jines and products 

It was my/onr idea that the company's spending on new product • 

77 development activities is increased. 
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I 

I 
L - . 

I 
I 

I 
I ,.. - --

' l 

I 

j It ,->;as my/our idea that the number of nc\\· products are added by the 
I 

78 i companv 
I " 
T 

79 ~ 11 we invest in developing proprietary technologies 

It ~·ac; my/our idea that there is company emphasis on technological I 

I 
~O innovation 

. 

I It was my/our idea that there is company emphasis on pioneering 

81 I technological developments in the company 

I/\\·e caused the high percent of revenue generated from products 

82 that did not exist three years earlier 

It was my/our idea to reorganize units and divisions to increase 

~3 innovation 

It was my/our idea to coordinate activities among units to enhance 

84 company innovation 

It was my/our idea to increase the autonomy of different units to 

85 enhance their innovation I 
I 

It was my/our idea to establish procedures to examine 

86 innovation idea" 

OC\V ! 

SECTION D: PERFOR!\IANCE OF S;\IEs 

Statements 

I 
I 

I 

- ·-

01 Sales growth 
..--

87 My/our sales volume have increased 
.._. 

Jn addition to my/our old customers. there is increased demand for 

88 products from customers "·ho never bought from me/us before 
~--- · 

89 My/our customers have increased on their purchasing volumes 
~ 

Jn relation to the resources committed~ my/our overall market 

90 perfonnance has improved 
··-- -

Over the last 3 years I/we have had remarkable market growth for 

91 the company 

02 · Profitability 
·---
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• 

! 

r r 

I The financial position of my/our firm has improved over the last 3 

92 yearc;; 
' • 

()ver the last 3 years the profit margins of my/our finn have 

93 increased 

94 The revenue of my/our firm has increased over the last 3 years 

95 The return on investments in my/our company is good 

In mylour company the total cost of distribution.. including 

96 transportation and handling costs is low compared to competitors 
- - -+-- - - -------------------------+---+---t------+----+------4 

In my/our company the total cost of manufacturing. including labor, 

97 maintenance and re-work costs is low 
i .. -· -- ------+-----------------------------+----+---+--~---+----4 

I 
I 

1--
1 

......._ ,_ - -

98 In my/our company the costs associated \\'ith held inventory are low 

DJ l\'larket Share 

My/our company has the ability to respond to and accommodate 

99 demand variations in the market 

My/our company has the ability to respond to and accommodate 

I 00 poor manufacturing performance i.e. machine breakdowns I 

My/our company has the ahility to respond to and accommodate 

101 f ::nods of poor supplier performance 

My/our company has the abi hty to respond to and accommodate 

102 periods of poor delivery performance 
.. - ----,..---------------------------+---+---+----+--+---f 

My/our company ias the ability to respond to and accommodate 

I 103 new products. ne\\' markets. or TIC\\/ competitors in the market. 

Thank you for ~·our response . 

• 
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Appendi~ II: lnten;ew Guide 
I 

Jlear Sir/\1adam, 

I am f)kc11o \1orric; Kidega.. a student of Gu1u l.Jniversity pursuing ~faster of Business 

,\dmini"tration (~1BA) degree course. I am conducting a research on the topic entitled 

·' \lana2ement Competencie' and Performance of S!\IE! in Gulu ~lunicipality, t:ganda··. 

Y nu have been identified as a resourceful person in providing the necessary infonnation that is 

required. I ~·ou)d appreciate your positive participation in providing me \\'ith the available 

information as far a' this topic is concerned, " ·hatevcr information you \\'i11 provide ,,·ill be kept 

fully confidentia1. J urge you to avail me with the details "·ithout any hesitations. Please you are 

ur~ed to response to the foJJowing. Your cooperation is highly appreciated. In case of any need 

to communicate to me, please use the fo11owing contacts. 

f>kello Morri~ Kidega: Telephone +256-716013939 I +256-775013939 I +256-752390609 

1. What technical skills do you have that helps you carry out various activities in the 

husiness 

2. [)escribe the extent of computer ski11s that enables you carry out various activities 

3. Describe the trend of sales in the business for the last 5 years 

4. Des" ... ribc the profitahllity of this enterprise? 

5. Describe how the business is penetrating the market 

6. What is the percentage of the market share of this enterprise 

7. What arc key issue concerning ne\\·ncss in the products that is being provided by the 

business 

8. f)escrihc the product dcvelopn1cnt methods in the business the enterprise 

9. How different is your enterprise in tenns of handling the customers 

• 
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partial fulfillment of the requirements for the award of the degree, he/she is 
ing out a research on the topic ""MANAGEMENT COMPETE CIES, 

OVATIONS AND PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES I 
U MUNICIPALITY, UGANDA." 

e consideration accorded to him/her shall be highly appreciated. 
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GULU m UNIVERSITY 
P.O. Box 166 - Tel: 0471-32923 
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OFFICE OF THE DEAN FACULTY OF BUSINESS AND DEVELOPMENT STUDIES 

.te: 21 " July, 2015 

TO WHOM IT MAY CONCERN 

iE: OKELLO MORRIS KIDEGA REG. NO. 13/U/2722/MBA 

:ie above named person is a final year student of Gulu University pursuing a 
tasters of Business Administration (MBA) Degree ofGulu University. 

I partial fulfillment of the requirements for the award of the degree, he/she is 
llrr)'ing out a research on the topic '"'MANAGEMENT COMPETENCIES, 
tlNOVATIONS AND PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES IN 
.ULU MUNICIPALITY, UGANDA." 

Jue consideration accorded to him/her shall be highly appreciated. 
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