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ABSTRACT 

This study will examine the effect of tax administration on financial performance of SMEs in 

pallisa. The study will adopt a cross sectional research design and quantitative approach. Data 

will be collected from 60 as a study population with accessible unit of inquiry being 52 

respondents consisting of accountants, administrators, internal auditors, social workers, legal 

officers, IT specialists, public information officers, security personnel, environmental officers 

and elected officials. Data will be collected using a closed ended questionnaire and statistical 

package for social sciences will be for analyzing data from which frequency tables, descriptive 

statistics, reliability, validity, correlation and regression results will obtained.  
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CHAPTER ONE 

1.0 Introduction 

This chapter consists of the following areas, the background of the study, problem statement, 

purpose of the study, objectives of the study, and the scope of the study, significances, 

conceptual frame work and the definitions of the key terms. 

1.1 Background of the study 

Financial performance is of concern to all stakeholders in the SMEs. According to (Fatihudin et 

al., 2018) is a measure of how well a firm can use its assets from its primary mode of business 

and generate revenues. In addition, he further says financial performance helps to inform 

investors about the general wellbeing of a firm; it requires both private and public agencies to 

make financial reports to describe the organizational financial performance to outsiders 

(puspitasari et al 2022). 

Globally, according to the national bureau of statistics in UK (2015-2016) showed a decrease in 

the financial performance of small and medium enterprises especially in the manufacturing 

sector from 57% to 52% and in 2014-2015. 

In China, the financial growth rate in small and medium enterprises decreased with 67%, where 

it had 98.46% of businesses in china being small and medium enterprises. Due to the 

insignificant growth of the SMEs in (2014 and 2017) the loans share also decreased from 64.96% 

to 54.60% and this led to the collapse of many SMEs in the same period leading to a decrease in 

shares evidenced by 56.10% to 41.62% (Kelly,2020). 

In Africa, in South Africa, SMEs do not perform and their failure rate is 75% one of the highest 

in the world, the major obstacle to financial performance of small and medium enterprises in 

south Africa was termed financial which largely an internal factor. The other obstacles 

determined by PACA were termed economic in nature like poor administrative skills, poor 

registration system, poor mobilization and collection (Aliyu, 2015); Andarwati et al...2020).The 

financial performance rate of small and medium enterprises in South Africa are low with an 

average rate of 50%.However, by (2012) it reduced to 39% below the average rate (Hutadujulu 

& Blesia, 2016). 
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