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ABSTRACT

This research has been conducted at Dar es Salaam region to investigate the impact

of accounting records on Small and Medium Enterprises (SMEs) performance in

Tanzania. Most SMEs do not progress well due to various constraints, one of them

being poor accounting records. Accurate accounting records enable the business to

manage its finances and make good financial decisions which in turn improves the

performance of the business.

Data were collected through interview, questionnaires as well as reviewing other

secondary sources including reports, memos and charters. Findings were processed

through SPSS data analysis programme for their interpretation and analysis so as to

answer four specific research questions: (i) the challenges SME face in preparation

of accounting records, (ii) SME awareness towards accounts record keeping

procedures and recording ways in use, (iii) successfulness of record keeping and (iv)

the support from private and public organizations on influencing the use of

accounting records to the SME sector.

The findings show that most of SMEs do not keep accounting records. Some of the

reasons as to why they do not keep accounting records were: time consuming, lack of

knowledge and skills, poor documentation, ignorance and poor support from the

workers responsible with records in the organizations. The research data were

collected through questionnaire, documentation, observations and interviews.

The study recommend for the SMEs to attend entrepreneurship seminars and short

courses whereby they will be able to gain knowledge on accounts record keeping.

Public and private organizations should increase effort on SME sector, especially in

educating members how to improve their business in case of performance which

requires good accounting records.
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CHAPTER ONE

INTRODUCTION

1.1 General Overview

In Tanzania, Small and Medium Enterprises (SMEs) play a major role in generating

income as they grow in an increasing number from day to day. This has come to be

recognized as the Government of the United Republic of Tanzania began its first

major attempt to promote the small industries of Tanzania which was undertaken in

1966, when the National Small Industries Corporation (NSIC) was formed under the

National Development Corporation (NDC). The NSIC set up small industries clusters

which were basically training cum production workshops (URT, 2002). Therefore

the Small Industries Development Organization (SIDO) was established in1973 by

Act of Parliament to plan, coordinate, promote and offer every form of service to

small industries (URT, 2002).

SIDO in collaboration with other stakeholders supported the establishment of SME

associations to empower the private sector. Some of those associations include

Tanzania Food Processor Association (TAFOPA), Tanzania Small Industries

Organization (TASISO) and Vikundi vya Biashara Ndogo (VIBINDO) (URT, 2002).

Different people in Tanzania and all over the world have been motivated to start and

operate different businesses in the country. In this regard, the micro and small

business sector is seen as very important in the next stage of the country’s economic

growth. The Small Industries Development Organization (SIDO) is the key player in

the development of SMEs in the country. The organization with network offices in

many regions of Tanzania mainland, offers financial and business development

supports such as training, technology development, information on marketing and

counseling services (URT, 2002).

Tanzania economy is characterized by a relatively small large firm segment, a very

large number of micro enterprises, and in between lie small and medium enterprise.

The unique feature of most of SME s is that, they can be easily established since their



2

requirement in terms of capital, technology; management and even utilities are not as

demanding as it is the case of large enterprises. Consequently, Small Enterprise

Sector is one of the leading employers (next only to peasant agriculture) in Tanzania

and has been recognized as significant sector in employment creation, income

generation, poverty alleviation and a base for industrial development. The sector is

estimated to generate about one third of the GDP, employ about 20% of the Tanzania

labor force and has further employment generation potential. It is estimated that there

are over two million enterprises in the sector employing between 3 to 4 million

people (Mwasha, 2009).

Several tactics done by the Government to improve Small and Medium enterprises

include distribution of President Kikwete billions allocated to each and every region

tuned at one billion shillings per region, building of Machinga Complex in DSM and

organizing and sponsoring various entrepreneurship short training to women and

youths (Stanley, 2012).

The Government through the Ministry of Industry and Trade operates as a sector

which has specific part that specializes with SME Development Policy. The Ministry

forms strategies for implementing the SME development policy focus on three main

areas namely; the creation of an enabling business environment, developing the

financial and non-financial services; and putting in place supportive institutional

infrastructure. The SMEs policy takes into account the special constraints and

opportunities faced by this sector and aims at strengthening institutions which will

address these constraints and maximize exploitation of the opportunities.

1.2 Background of the Problem

Small and Medium Enterprises are becoming crucial in economic actors in the

struggle for development in Tanzania.  During 1980’s and1990’s in response to the

continuing economic crisis and insuring reform over the same period the citizen were

forced to engage in income generating activities in a manner to boost their standards

of life. These income generating activities associated with setting of SMEs. During

the last two decades there were some drastic changes which associated with
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globalization, economic reform and the privatization of Parastatal organizations,

these changes generally have not benefited the poor. The retrenchment and trade

liberalization has led to the decline of people’s income affecting the livelihood of

many people who are now facing new personal social and economic challenges. The

roles played with SMEs in economic development can be ranged in terms of

resources allocation, employment, distribution and income generating activities

where the SMEs sector becoming an important factor in the economies of developing

countries (Musonda, 1997).

It is revealed that the SME sector in Tanzania presently accounts for about a third of

Gross Domestic Product (GDP). These employ about 20% of the workforce (Ogutu,

et al., 2006).

Several studies have confirmed that small and medium scale enterprises are pivotal

instrument of economic growth and development either in developed or developing

economies (Ugwushi, 2009).

Up to current period a number of SMEs in Tanzania has been increasing but we

cannot get the exact number since they are all scattered and many are informal which

makes the whole process of targeting them to be difficult.

Despite significant improvements in the business environment, (SMEs) are said to

have failed to grow both in numbers and in the quality of goods and services they

offer to the marketplace.

There have been a number of reasons to failure of their economic growth being

brought forward by different people and organizations: Generally, SMEs are

confronted with unique problems including heavy costs of compliance resulting from

size. Other constraints include insufficient working premises and limited access to

finance. In addition, Business Development Services namely; services related to

entrepreneurship, business training, marketing, technology development and

information, are not readily available. On the other hand, SMEs lack information as
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well as appreciation for such services and hardly afford to pay for the services (URT,

2000). However there are number of different strategies and approaches done by

Government and organizations towards developing entrepreneurship;

(i) Developing strategies that will facilitate provision of financial and non

financial services to SMEs.

(ii) Distribution of President Kikwete billions allocated to each and every region,

building of Machinga Complex in Dar es Salaam and organizing, sponsoring

various entrepreneurs with short training to women and youths (Stanley,

2012).

In contrast, values such as equity, affection, social protection and compassion are

described as conservative and associated with reactive type strategies (Kotey, 1994).

Despite the efforts made by the Government and other organizations, SMEs continue

to fail to perform their business effectively. This is mainly because most of them do

not keep accounting records of transactions in the business which make them lose

track of their business daily transactions. In return they cannot account for their

expenses and their profits at the end of the month. This makes the business fail to

make decisions concerning finances.

This problem was supported by a number of various authors who talked about the

existence of this problem in SMEs;

(i) During the operation in each year, some of SMEs run bankrupt because of

awareness performance and poor implementation of accounting procedures

for the control of assets they have (Sarapaivanich, 2006).

(ii) While deficiencies in financial management have been repeatedly cited as

root cause of business failure two arguments are advanced for such

deficiencies in SMEs, that new accounting is not relevant and that SME

managers are unable to make use of accounting (Najak and Greenfield, 1994).

Among SMEs, only a few keep accounting records for the transactions they make on

daily basis and most of them do not keep systematically in a way that a trader will

not be able to find out a true and fair position of the business.
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1.3 Statement of the Problem

It is estimated that about third of GDP originates from SME sector. According to the

Informal Sector Survey of 1991, micro enterprises operating in the informal sector

alone consisted of more than 1.7 million businesses engaging about 3 million

persons, that is, about 20% of the Tanzanian labour force. Through data on the SME

sector are rather sketchy and unreliable, it is reflected already in the above data that

SME sector plays a crucial role in the economy.

Despite the importance of SMEs, their failure rate in Tanzania is considerably high

due to a number of reasons, one of them being “poor accounting records’’. Studies in

US, Europe, and in some countries in Africa, have revealed that poor record keeping

is a cause for business failure. In most cases, this is not only due to the low priority

attached by new and fresh entrepreneurs, but also a lack of the basic business

management skills. Most business people, therefore, end up losing track of their daily

transactions and cannot account for their expenses and their profits at the end of the

month. The misuse and inaccuracy of accounting information causes SMEs to

inaccurately assess their financial situation, and make poor financial decisions, as

well as leads them to face with high failure rate (Byron & Friedlob, 1984; DiPietro &

Sawhney, 1977; Fredland & Morris, 1976).

Large and medium-size companies have internal accounting personnel and

sophisticated records and systems to guide management. On the other hand, the

owner of a small business usually relies primarily on a book-keeper and an outside

accounting firm to maintain the company's records and provide guidance.

Despite the studies from other countries, showing the impact of accounting records

on SMEs performance, there are no similar studies in Tanzania. Little is known about

the use of accounting records in SMEs, the importance of record keeping among

SMEs and the challenges SMEs face in preparation of accounting records.

This study tried to bridge this information and therefore its purpose was to

investigate the role of accounting records on SMEs performance.
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1.4 Research Objectives

1.4.1 General Objective

The study aimed at assessing the impact of accounting records on SMEs performance

in Tanzania.

1.4.2 Specific Research Objectives

Specifically this study aimed at achieving the following specific objectives:

(i) To determine the challenges SMEs face in preparation of accounting records

(ii) To assess SMEs awareness towards accounts record keeping procedures and

recording ways used.

(iii) To examine whether the accounting records are done successfully

(iv) To assess the support from private and public organizations on influencing

the use of accounting records to SMEs.

1.5 Research Questions

1.5.1 General Research Question

What is the impact of accounting records on SMEs performance in Tanzania?

1.5.2 Specific Research Questions

(i) What challenges SMEs face for proper keeping their accounting record?

(ii) To what extent do SME’s understand the accounting record keeping

procedures and methods to be used?

(iii) To what extent are the accounting records done successfully?

(iv) Do the public or private organizations influence SMEs on the use of

accounting records?

1.6 Scope of the Study

The study was conducted on SMEs in Dar es Salaam region to SME at Kariakoo,

Posta, Ilala and Karume in Ilala district. The researcher chose Dar es Salaam because

it’s her area of residence and thus, it was easy to collect data. The collection of data

took four months commencing from 1st March to 30th June, 2013.
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1.7 Significance of the Study

To the Enterprises

Improve management of the business. SMEs owners will know the importance of

keeping records as they will be able to maintain the transactions, daily stock taking

made and find out whether there is profit or loss. Know how to manage their

finances, profits and losses, obtain knowledge on business management.

To Mzumbe University

The study will show the University the importance of holding some seminars for

entrepreneurs educating the need to keep accounting records for their business

transactions so they can have proper management of all finances.

Also the University may put a special course on entrepreneurship concerning record

keeping as compulsory subject so the students may become competent entrepreneurs

in the future.

1.8 Limitation and Delimitation of the Study

1.8.1 Limitation of the Study

Presence of SME owners; SMEs traders are known to be very busy, it was difficult

for a researcher to get their attention regarding all questions that the study needed

answers to.

1.8.2 Delimitation of the Study

The study confined itself in Dar es Salaam specifically focusing SMEs. The use of

questionnaires and observations technique was very ideal for such busy researchers.

These ways enabled the researcher to get the right information.

1.9 Organization of the Study

This dissertation is organized in six main chapters. First chapter presents the

background information to Small and Medium Enterprises (SMEs), background to

the research setting, statement of the research problem, research objectives and

questions, rationale, scope and variables of the study. Second chapter presents the
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review of the related literature in relation with Small and Medium Enterprises and

accounting records, review of empirical studies and end up with the conceptual

framework. Third chapter details study methodologies while fourth chapter presents

main study findings. Fifth chapter provides a discussion and analysis of the main

findings whereas the sixth chapter presents study summary, conclusion, and

recommendations. A fine list of references and appendices finalize the study.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter aims at reviewing important literatures related to research topic. It

consists of both theoretical and empirical review. In theoretical review the researcher

defines the concepts and terms according to how different authors have defined them

and empirical literature review provided the different findings from different

researcher who has done similar study.

2.2 Theoretical Literature Review

A conceptual framework can be defined as a set of broad ideas and principles taken

from relevant fields of enquiry and used to structure a subsequent presentation

(Reichel and Ramey, 1987).

2.2.1 Background of Small and Medium Enterprises (SMEs)

2.2.1.1 Concept of Entrepreneurship

According to Hisrich and Peters (2002)

In 18th Century; Entrepreneur was distinguished from the capital provider (the

present-day venture capitalist). One reason for this differentiation was the

industrialization occurring throughout the world. A venture capitalist is a

professional money manager who makes risk investments from a pool of equity

capital to obtain a high rate of return on the investments.

In the 19th and 20th Centuries; Entrepreneurs were frequently not distinguished from

managers and were mostly from an economic perspective.

Briefly stated the entrepreneur organizes and operates an enterprise for personal gain.

He pays current prices for the materials consumed in the business, for the use of the

land, for personal service he employs and for the capital he requires.
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Entrepreneurship defined as visualization and realization of new ideas by insightful

individuals, who are able to use information and mobilize resources to implement

their visions (Alexander, 1999). This view does not require entrepreneurs to be

highly skilled in generating new ideas, but instead emphasizes promotion and

implementation of radical change. Encouraging and facilitating the rapid growth of

innovative small and medium enterprises is an effective way of creating jobs,

increasing productivity and alleviating poverty.

2.2.1.2 Definitions of SME

Griffins and Elbert (2006) define SMEs as the one which is independently owned

and managed, does not dominated its market and this cannot be part of another

business operator must be bosses themselves, free to run their business as they are

pleased.

The SMEs are defined as Micro, Small and Medium size. The Tanzania government

defines SMEs according to sector employment enterprises in nonfarm activities

including manufacturing, mining, commerce and services. A micro –Enterprises is

the one with fewer than five employees, medium Enterprises with 50-99 employees

and large Enterprises with more than 100 employees, capital investment range from

less than Tsh.5million to over Tsh.800million. This definition would exclude a

number of informal sector enterprises, peasant farmers and Tanzanians engaged in

lower level income generating activities.

2.2.1.3 Historical Background of the Private Sector (SMEs) in Tanzania

During the colonial rule in Tanzania the development of indigenous entrepreneurship

was hampered. Tanzania of African origins were mainly employed as laborers in

cash crop farming, with limited access to business. After independence in 1991,

enterprises remained under control of expatriates and business people of Asian

origin. The Declaration in 1967 served as a landmark in the history of Tanzania. It

set a policy focusing on socialism, self reliance and rural development. The results of

this declaration were the nationalization of the industrial activities and a substantial

increase in the intervention in the economy. However the Africanization of the



11

economy did not take place through the transfer of the ownership to the indigenous

business class within the framework of socialism and self-reliance, which was linked

to a strategy of import substitution. The government opted for the development of

large-scale, monopolistic, mostly stated-owned enterprises. At the time leaders were

of the view that rapid development was only possible if the key enterprises were

owned by nationals (the indigenous business class being too small to take on this

mission).

2.2.2 Policy Development on SME Sector

There are various SME development Policies as reported from Small and Medium

Enterprise Development Policy, 2002

2.2.2.1 Tanzania Development Vision 2025

It seeks to transform from a low productivity agricultural economy to semi-

industrialised one led by modernised and highly productive agricultural activities

which are buttressed by supportive industrial and service activities through actively

mobilisation of people and other resources towards the achievement of shared goals.

In the Poverty Reduction Strategy, the Government has decided to promote private

sector participation including Small and Medium Enterprises.

2.2.2.2 The Sustainable Industrial Development Policy - SIDP (1996 - 2020)

It places specific emphasis on promotion of small and medium industries through the

following measures: supporting existing and new promotion institutions,

simplification of taxation, licensing and registration of SMEs and improve access to

financial services.  In addition, SIDP encourages informal sector businesses to grow

and be formalised.  Furthermore, the policy identifies measures to enable indigenous

entrepreneurs, women, youth and people with disabilities to take part in economic

activities.

2.2.2.3 The National Micro Finance Policy

It covers the provision of financial services to small and micro enterprises in rural

areas as well as in the urban sector that are engaged in all types of legal economic
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activities.  Furthermore the Agricultural and Livestock Policy is aimed at the

development of agricultural and livestock activities that are performed by both small

farmers and livestock keepers. The priority is given to resources-based enterprises

particularly activities that add value to agricultural products.  Nevertheless,

agriculture is still the backbone of our economy.  It contributes more than 50% of the

country’s GDP and accounts for about 60% of the country’s foreign earnings.

2.2.2.4 The Minerals Policy of Tanzania

It identifies the artisanal and small scale mining operations as a major target group to

be promoted through improved access to finance and availability of tools, equipment

and consumables, supportive extension services, simplified licensing and enhanced

marketing opportunities.

2.2.2.5 The National Employment Policy

It recognises that the private sector including SMEs is the major source of

employment in Tanzania and outlines policies that will contribute to the creation of

an enabling environment for private sector development.

2.2.3 Challenges and suggested Solutions to SME Development

2.2.3.1 Challenges

Most SMEs start business with no or little knowledge on how to manage the business

and as a result, they always encounter challenges which generally cause a problem

for the business.

Despite the enormous potential the private sector has in steering the development of

the national economy, the full potential of SME sector has yet to be tapped due to the

existence of a number of the constraints hampering its development (Brooks,

Collings & Gonzales 1990.

(i) A lack of demand for their product or service,

(ii) The poor management and/or administrative skills of the owner/manager,

(iii) A lack of experience in the particular industry,

(iv) Insufficient capital invested by the owner,
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(v) An over-reliance on external borrowings,

(vi) Poor record-keeping and etc.)

SADC-DFRC 2005-2006; also had research on problems of SMEs in Africa and

came up with various problems:

On the financing side:

(i) Poor record keeping and financial management

(ii) Lack of medium to long-term finance for start-ups and expansions;

(iii) Inappropriate terms and conditions for short-term credit or trade finance;

2.2.3.2 Suggested Solutions to SMEs Development

Cohen (2005), under the book title ‘‘The Entrepreneurs and Small Business

Problems Solver’’ provides the important factors for success as follows;

Pricing Strategies

It is important to realize right from the start that it is the market, not your costs that

determine the price at which you can sell your product or service and make some

money. Therefore in determining the price for the product or service you should

recognizes that relevant price is the price between the price floor that you established

with your costs data and the price ceiling that is the maximum amount for which you

could possibly sell your product or service.

Business Planning

Spending time to develop a business plan allows you to visualize clearly where you

want your business to go and what you want to accomplish. At the same time, the

plan maps out the important steps necessary to get from where you are now to where

you want to be at the conclusion of the plan period. Further you will have a good

idea for how long it will take to get where you want to go and what resources in

money and personnel will be needed.
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Financial Management

When the business are managed financially there is an impact on profitability and

survivability such as managing old and new assets so that every single assets

contributes to the maximum extent possible to the profitable operation of your

business, insuring that the assets that you have , are used in such a manner as to bring

the maximum return possible of the money that

However, the main solution that this research proposes is keeping of accounting

records. Accounting records are crucial to the success of the business, even if it is

successful initially; it is unlikely that it will be able to sustain this success without

good accounting records, since it will not be known what is making the business

successful. Accounting records insure that business succeeds in a profitable manner,

and they should be kept from the very first day of the business.

2.2.4 Nature of Accounting Records.

2.2.4.1 Definitions

Accounting may be defined as the process of identifying, measuring and

commutating economic information to permit informed judgments and decisions by

users of the information (Wood, 2005).

Accounting is the art of reporting to interested parties with financial information that

helps to make decisions about deployment and use of resources in business and non

business activities and economy (Weygandt, 1998).

2.2.5 Accounting Records Procedures

Accounts recording procedure should include the following:

(i) Identifying/Analyzing; determining the financial significance of a transaction

in order to record it properly.

(ii) Recording; writing up the financial data in the books of accounts.

(iii) Summarizing and computing; summarizes all transactions made and calculate

total balance in each account recorded.

(iv) Reporting; communicating the results.
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(v) Interpreting; gives a fair view whether a business makes profit/loss in that

particular period of financial year.

The first three activities are considered to be bookkeeping while the last two

activities are on the reporting part. (Wood, 2005).

2.2.6 Importance of Accounting Records.

Good records provide the financial data that help the business operate more

efficiently, thus increasing the profitability.

Accurate and complete records enable the business manager, and the accountant, to

identify all the business assets, liabilities, income and expenses. That information,

when compared to appropriate industry averages, helps to pinpoint both the strong

and weak phases of the business operations.

Good records are essential for the preparation of current financial statements, such as

the income statement (profit and loss) and cash-flow projection. These statements, in

turn, are critical for maintaining good relations with the banker. They also present a

complete picture of total business operation.

Good records are critical at tax time. Poor records could cause you to underpay or

overpay taxes. With proper records, total income can easily be calculated which will

enable the tax payer get the correct tax payable without over or under charging the

businessman (Senior Magazine, 2000-2013).

2.2.7 How to keep Accounting Records

A journal is a book where you record each business transaction shown on your

supporting documents, and a ledger is a book that contains the totals from all of your

journals. It is organized into different accounts (Department of Treasury, Internal

Revenue Service Publication 583, 2007).
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2.2.7.1 Types of Accounts SMEs should Record

SME Beginners should keep the few accounts since the business is small and only

have few transactions as explained by Sarapaivanich and Kotey (2006):

(i) Sales account: Sales Book records all transactions involving the sale of goods

or services. Information recorded include date, invoice no., amount, customer

name and type of transaction – whether cash or credit.

(ii) Purchases account: The Purchases Book records all transactions related to the

acquisition of raw materials or inventory. Information recorded include date

of purchase, purchase order No., stock number of item purchased, purchase

price, and whether bought on credit or cash.

SME that have been in business for longer period of time are required to keep more

accounts which will cover all larger transactions that take place in the business:

Among others the following are some of them:

(i) Debtors account: The Accounts Receivable ledger is useful for monitoring the

level of receivables for each customer. If products or services are paid for at

time of delivery, you will not need an accounts receivable tracking system.

However, if you provide services or products for which people pay you at a

later date, your accounts receivable records keep track of what is owed to you.

You can monitor accounts receivable by holding on to a copy of all invoices

sent out or by keeping accounts receivable record. Either way, the information

you need to capture includes: invoice date, invoice number, invoice amount,

terms, date paid, amount paid, and the name of the entity being billed.

(ii) Creditors account/Accounts payable: Accounts Payable ledger, keeps track of

amounts owed to suppliers/creditors. Knowing the level of the accounts payable

and when these are due makes for better cash control and also contributes to

establishing a good credit standing with your suppliers and creditors.

Regardless of the system chosen, the business should retain the following

information about accounts payable: invoice date, invoice number, invoice

amount, terms, date paid, amount paid, balance (if applicable), and clients

names and address.
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(iii) Cash account: this account records all the receipts and payments made in the

business.

(iv) Stock account: Keeping on top of the inventory records will prevent pilferage,

keep inventory holdings to a minimum, and track buying trends, among other

things. The crucial inventory information you need to capture is: date

purchased, stock number of item purchased, purchase price, date sold, and sale

price.

(v) Financial Statements: financial statement is the result of the activities of an

entity and is prepared to help interested persons decide on questions such as

whether to lend it money or invest in its shares. Financial statement analysis can

be seen as part of the link between the financial statements and the decision

making process. Financial Statement is made up of trading, profit and loss

account, balance sheet and the statements of source and application of fund

statements is often included. (ACCA, 1998). Financial statements are the

provision of information to meet the needs of the accounting information.

2.2.7.2 Ways to keep Accounting Records

Small and medium enterprises can keep accounting records using two ways:

Accounting Software

Using accounting software is a great way to maximize time and minimize effort

when dealing with bookkeeping for your business. There are several popular

software models out there to use. Look for an accounting software program that

allows you to input your expenses and income as they come. Then, you want to be

able to print out statements at whatever time frame you want, whether it is quarterly

or yearly. These statements will help you analyze your business and increase

profitability (Rosenberg, 1982).

Manual records take many steps, from writing a check, making a deposit, recording a

sale or a purchase, to recording the transaction also by customer, totaling the

transactions in a journal, posting the journal to the general ledger, taking off a trial

balance, and preparing reports from the results. As you can see, many opportunities
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for error could occur. With computerized accounting records, each entry is recorded

once and can be manipulated to provide reports. Having backups of computer records

are essential (Rosenberg, 1982).

In order for the program to be more productive a business should stay on top of the

technology trends as they relate to their business. The business should do regular

update of accounting software and provide for training time in order to learn the

latest features of the programs: there are always new features to programs, including

online banking-web-based programs as recent examples.

A business should also be aware that technical support may not be available on older

editions, so upgrading might be the only way to get vendor support. There might also

be hardware issues as programs get more robust, requiring upgrades or new

hardware.

Hire Accountant /Professionals

The role of the accountant is to represent the financial team for the small business

owner and to reduce the pressures, problems and hurdles facing small business

owners in this competitive Tanzanian Economy. Basic accounting principles

practiced by competent and caring professionals can be the main source of strength

which can enable small business success.

Some bookkeeping functions are best relegated to an accountant. While it is essential

to retain a thorough knowledge by reviewing your books frequently, an accountant or

bookkeeper can free you up to concentrate on expanding your business. Even a

bookkeeping task that takes only a few hours a week may be better relegated to

someone else if that time can be better spent (Sarapaivanich and Kotey, 2006).

Many small business owners hire someone to ``keep the books" rather than do this

work themselves. Bookkeepers/accountants can a certified CPA, a secretary or even

someone who works part-time keeping track of financial records. The price for such

services should depend on the level of qualifications and experience (Clearly, the

CPA is going to be the highest priced bookkeeper).
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Always, always, always check into the background of the bookkeepers/accountants.

A business need to do this for two reasons. First, need to make sure that they know

exactly what they are doing. Bookkeeper must know about payroll deduction, income

taxes, state and local taxes, filing deadlines, etc. Second, must determine that

bookkeeper/accountant is so ridiculously honest that the business can actually trust

that person to watch the business’s money. Giving someone control over money is a

very, very serious matter (1998-2004 The Entrepreneurs Help Page).

Accordingly, the need exist to build the capacity of accountants with the knowledge

and the skill to prepare financial statement for SME’s, Ministry of Economy, Finance

and Private Sector have to develop a set of simplified financial and accounting

guideline for SME’s. However, even if the simplified guideline is complete and

issued by the relevant authorizes, support is needed to effectively raise awareness

among SME’s and train accounting professionals.

2.3 Empirical Studies

It has been difficult to find other researcher with the same topic but a few researchers

have been found with information that claims poor record keeping being one of the

major effects on SMEs performance.

SME lack of access to capital and high interest rates charges are partially the result of

incomplete (or no) accounting records, and the inefficient use of accounting

information. Poor record keeping and accounting information make it difficult for

financial institutions to evaluate potential risks and returns, making them unwilling

to lend to SMEs (World Bank 1978). As a result, SMEs pay high interest rates or fall

back on the middlemen or moneylenders, whose loans are costly and often restrictive

(Institute for Small and Medium Enterprises Development). The misuse and

inaccuracy of accounting information causes SMEs to inaccurately assess their

Institute for Small and Medium Enterprises Development.
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2.3.1 Studies from Abroad

The following are studies from other researchers outside Tanzania which are related

to this research study:

Sian and Roberts (2009) studied UK small owner-managed businesses: accounting

and financial reporting needs. In their study reported that in recent years there has

been a growing interest in the provision of financial information by small business

entities. In the UK, regulation has taken the form of the Financial Reporting Standard

for Small Enterprises (FRSSE). However MSEs in UK too use reporting guidelines

for small enterprises issued by UNCTAD apart from the International Accounting

Standards Board's (IASB's) standard on the subject. Despite this international

interest, academic research investigating the accounting and financial reporting needs

of small enterprises remains relatively scarce. This UK-based study aims to assess

the potential demand for and usefulness of reporting guidelines specifically designed

for small owner-managed enterprises (SoMEs).

The study found that most SoMEs produce accounting records, often based on

computerized packages. However, financial awareness varies significantly and there

is evidence that most small enterprise owners rely on their accountants to prepare

their financial statements and are often left bewildered by the complexity of the

information provided. With UK and the future IASB standards being designed to

meet the needs of the largest small and medium-sized enterprises (SMEs), there does

appear to be a relatively high level of agreement that specific guidance for much

smaller entities would be desirable. However, many of the accountants felt that some

aspects of existing regulations, such as the UNCTAD level 3 guidelines, were too

complex, indicating that regulators need to carefully consider the contents of

regulations for the smallest entities.

The findings of this study have implications for regulators who are now considering

the possibility of developing guidance for the smallest business entities.
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Collis and Jarvis (2002) studied financial information and the management of small

private companies. The study identified the sources and utility of financial

information used. The study examines the use of financial information in small

companies, as financial management is critical to their success and survival.

The study indicated that the most widely used and most useful sources of financial

information are the monthly/quarterly management accounts and cash flow

information in various forms. Multivariate analysis reveals that the utility of the

periodic management accounts is contingent upon the size of the business and the

receipt of management advice from the auditor/accountant.

Conclusion; The results show that the majority of small companies adopt practices

that include formal methods of planning and control. There is a strong emphasis on

controlling cash and monitoring performance in the context of maintaining

relationships with the bank.

Evans, et al., (2005) studied the relationship between the record keeping practices of

small businesses and their potential exposure to tax and related business compliance

problems in Australia. It was hypothesized that increased tax audit exposure higher

tax compliance costs, greater liquidity and cash flow problems that cause difficulties

in remitting taxes collected are problems amongst others which can lead to business

failure.

The study showed that there was some dissonance between perceptions and reality.

All of the key stakeholders – SME owners/managers, practitioners and auditors

perceived (to varying degrees) direct relationships between poor SME record

keeping practices and adverse tax compliance outcomes. But those perceptions were

not always confirmed by the evidence of actual behavior. Poor record keeping did

not, of itself, necessarily lead to a higher vulnerability to audit (though once audited

SMEs with poor records were more likely to suffer adverse audit outcomes). Nor did

poor record keeping necessarily translate to higher compliance costs (though the data

were ambivalent).
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Joubert (2004) studied Constraints and challenges of SMEs in Swaziland. The

objectives of the study were to indicate the importance of case analysis in evaluating

SMEs problems, evaluating the nature of SMEs activities in Swaziland, analyze

constraints and challenges in globalized context.

The study found that the country does not have a policy governing the operation of

SME; SMEs lack necessary skills and competencies to enable them to effectively

carry out various activities such as accounting, management, financing and

marketing.

The study showed that poor record keeping hinders application of appropriate

measures in evaluation of their business success and extending assistance to them.

Thus despite, the perception of success expressed, this should be treated with caution

because of the indicators used in ascertaining success.

Pillay (2009) studied Strategies of improving the quality and accuracy of SME

bookkeeping. Internationally it has been shown that one of the reasons small

businesses fail is burdensome bookkeeping regulations that are imposed on

them. However, tax authorities also find it hard to tax small businesses due to

inadequate record keeping and weak financial controls.

2.3.2 Studies from East Africa

The following are the studies from other researchers related to this research study:

Nkonoki (2010) studied factors limiting the success and/or growth of small

businesses in Tanzania An empirical study on small business growth. The aim of this

study was to determine the factors that limit the growth/and or success of small

businesses in Tanzania and to try and suggest solutions to these factors.

The study found that improper record keeping comes as a result basically of

inadequate education and training in business. As a result firms lose track of its cash

flows and in turn leading to cost control and liquidity problems just to name a few. If

the records of the transactions a business undertakes are not kept properly, growth

cannot be achieved since the firm loses track of where it is heading.
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The study concluded that constraints such as corruption, in access to finances/capital

constraint, government policy, unfavorable economic conditions, people factor/lack

of needed talent, lack of proper record keeping, lack of or improper professional

advice and consultation, theft/cheating and lack of trust in doing business, lack of

proper business plan/vision for the business, inadequate education and training and

lack of background and experience in the business do limit small firms growth in

Tanzania.

Kazooba (2006) studied Causes of business failure at Mbarara and Bushenyi,

Uganda.’’ The study aimed to find out why small business enterprises fail.

The findings indicated problems that cause SMEs fail such as load shedding 50%,

lack of capital 48%, poor market 36%, high rent charges 36%, pricing 35%, negative

cash flow 34% and poor record keeping 33%.

The study emphasizes the importance of proper record keeping because it enables a

small business to have accurate information on which to base decisions such as

projecting sales and purchases or determining the break-even point and making a

wide range of other financial analyses. However, the persistent lack of proper records

has seen the closure of some businesses, thereby making it a significant issue for

business success.

Obura (2012) studied Records and information management practices among SMEs

in Tororo district, Uganda. The purpose of the study was the realization of the

significant roles played by small and medium enterprises (SMEs) in economic

development and the crucial values attached to efficient and effective records and

information management in decision making. The fact that little seems to be done to

improve on the management of records and information among the SMEs in Uganda,

necessitated this study. The study therefore aims to investigate the management of

records and information among the SMEs in Tororo district in Uganda.

The study found that SMEs have many issues and challenges related records and

information management. The paper concludes that a concerted effort should be
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made and proposes that SMEs manages be trained on key skills for records and

information management.

It was concluded that the government of Uganda, in a bid to improve on the SMEs

sector, have mainly focused on provision of advice on business practices and

counseling for entrepreneurs who seek to access credit and new markets ignoring the

crucial component of records and information. The study thus closes this gap and

makes key recommendations regarding improvement of records and information

management among SMEs.

2.3.3 Knowledge Gaps

Many researchers have studies about SMEs, focusing on different study problems

such as; management, accounting and financial needs and challenges, causes of small

business failures. But only a few have investigated the impact of accounting records

on SMEs performance. They have pointed out that, some SMEs produce accounting

records based on computerized packages, relying on accountants but often left

bewildered by the complexity of information, accounting records hinder application

of appropriate measures in evaluating business success.

Despite the findings, other researchers did not mention some of the main issues like;

how many SMEs really do keep accounting records? How do SMEs keep the

records? Do the public/private sectors influence on the use of accounting records?

Moreover, among the studies, few studies are done in Tanzania. This study tried to

respond to this knowledge gap.

2.4 Conceptual Framework

Mugenda and Mugenda (2003) say a conceptual framework is a graphical or

diagrammatic representation of the relationship between independent and dependent

variable in a study. It helps the researcher see the proposed relationship between the

variables easily and quickly.
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Figure 2.1: Conceptual model

Independent Variable Dependent Variable

Source; Field data 2013

The assessment of good performance in SMEs is based on accounting records (Type

of accounting records, adequacy, and awareness of accounting records. The

effectiveness of record keeping existent in SME is influenced by managerial

competence and this (managerial competence), is considered as the moderating

variable, has its measurement based on knowledge, awareness, experience and skills,

support from private and government organizations and various challenges they face

in keeping accounting records. On the other hand, performance indicators were;

competitiveness, improved financial management skills, increases in net profit, self

employment, business financial position and business expansion.

Accounting Records

(i) Types of accounting

records

(ii) SME awareness

(iii) Adequacy of records

SMEs Performance

(i) True and a fair position of the

business

(ii) Increase in net profit

(iii) Increasing in self employment

(iv) Expansion of established business

(v) Improvement in financial management

skills

(vi) Competitiveness

Managerial competence

(i) Accounting knowledge

(ii) Experience/skills

(iii) Support from Private and

Government organizations

(iv) Challenges in keeping

(v) Accounting records
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

The chapter intends to give a brief description on how the study was conducted. The

chapter describes the area of study; population; sampling technique; and methods of

data collection; the unit of inquiry investigated, research design and research

procedure used and also the methods of data analysis applied.

3.2 Research Type and Approach

Kothari (1990) says that there are two basic approaches to research, quantitative and

qualitative approach. The researcher used both the qualitative and quantitative

approaches to analyze the data collected.

The qualitative approach was used because the study was concerned with an

assessment of “attitudes, opinions, and behavior” of different SMEs. Aim was to find

out reasons why SMEs behave the way they do. First the researcher tried to see why

most small enterprises do not keep records of their daily transactions made in the

business, then asked the organizations concerned if they were aware of that problem

in SMEs. In depth questions seeking open-ended answers were used to get direct to

the point without guiding their views.

This approach enabled the researcher to get insights and impressions as the

conclusion from what answers were found. However, a quantitative approach was

used seeking structured responses that could be summarized in numbers like

percentages and averages. The researcher used the Statistical Package for Social

Sciences (SPSS version 12) in analyzing the data collected.

3.3 Study Design and area of Study

The study is an assessment of impact of accounting records to SMEs. The researcher

chose SMEs based in Dar es Salaam because it is the city with various financial

Institutions dealing with large, small and medium entrepreneurial businesses as the
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case study, also mixed socio economically, containing people of higher socio-

economic status as well as government  civil servants living in reasonable

accommodation;

3.4 Study population

3.4.1 Population characteristics at Dar-es-Salaam City

Dar es Salaam has a population of relatively low socio-economic status of the people

who contributed large proportion to the economy of Tanzania. A large proportion of

people living in this City are engaged in small business or manual labour (both

skilled and unskilled). Dar-es-Salaam has three districts; Kinondoni, Temeke, Ilala.

The study focused on small and medium-sized enterprises (SME’s) that operate in

Dar-es-Salaam region, Ilala district specifically. The population included 10

organizations and 100 entrepreneurs.

3.5 Sampling Unit

The study targeted four geographical areas; Kariakoo, Karume, Ilala and Posta which

are all in Dar es Salaam region. The investigation involved SMEs in those areas. A

survey involved SMEs running business with a workforce of employee between 5-

99 and Tsh.5 to Tsh.800 million capital investments.

3.6 Variables and their Measurements

Impact of accounting records was measured by adapting scales developed by the type

of records, adequacy of records, managerial competence and an enterprise itself. As a

variable, the type of accounting records kept included sales, purchases, debtors,

creditors, cash, stock account and financial statements. Adequacy of accounting

records was measured based on internal controls exhibited in the ledger books:

income, expenses, debtors, and creditors, stock. Managerial competence

measurement was in terms of education levels, experience/ skills. Performance as a

dependent variable was measured based on true and fair position of the business,

increase in profit, employment, business expansion, financial managerial skills and

competitiveness.
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3.7 Sampling Procedure and Sample Design

The research considered the costs that would be incurred in the sampling analysis;

namely cost of collecting data and the cost of an incorrect inference. This was done

carefully by selecting a sampling technique that would minimize both sampling

errors and systematic bias.

Sample design was taken by considering representation and element selection based

on the nature of the population of the study, and problem definition, the sample

designs tied to the non-sampling and require election of small and medium sizes

firms. Therefore the researcher used a sampling for a fixed number of entrepreneurs

are being sought from the region.

3.8 Sample Size

The researcher surveyed 10 organizations dealing with SMEs and 100 SMEs

whereas; 80 were from small businesses, 20 were Medium enterprises. It was done

from all four geographical areas (i.e Kariakoo, Karume, Ilala and Posta).

The researcher considered a sample of 100 SME’s as an optimum sample that

fulfilled the requirements of effective and efficiency, representatives, reliability and

flexibility. The size of sample was achieved in consideration of cost and precision

desired.

3.9 Sampling Technique

The study used a convenience sampling technique because the researcher wanted to

reach SME owners that are convenient or reachable to participate in the study. SME

owners are often busy persons and SMEs are many and scattered. Thus, convenience

sampling technique was the one feasible for the study.

3.10 Types and Sources of Data

This research included both primary and secondary data sources.
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3.10.1 Primary Data

The researcher used interview, questionnaires and observation. The questionnaires

were distributed to entrepreneurs, especially those who did not have enough time for

interviews. The interviews administered to entrepreneurs in Dar es Salaam and

organizations who had time. The observations were conducted to Entrepreneurs and

organizations which were too busy with daily activities or unwilling to cooperate

with the researcher.

3.10.2 Secondary Data

Secondary data in this research was obtained and gathered through company

documents, pamphlets, books, journals and other sources which were obtained from

the library.

More than one method of data collection method was used because there was no

single method that claimed to offer convincing information. These methods are face

to face (interview), participant observation, and documentary.

3.11 Data Collection Methods

Data collection methods used in this reward was observation, questionnaire,

documentation and interview. This research design helped the researcher to get in-

depth information relating to the topic in this study.

3.11.1 Interview

The researcher interviewed several organizations and a few SMEs that didn’t have

time to respond to the questionnaires.

3.11.2 Observation

The researcher observed several SMEs that were too busy with daily business

activities; she went to different enterprises, especially at the end of the month so it

can be observed whether the enterprises do keep accounting records or not.
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Documentary

Different documents were reviewed. Journals and several publications from World

Bank-SME section, SIDO, NEEC and MITM. Library research and relevant books at

the Mzumbe University, Dar es Salaam Campus.

Questionnaires

About 100 questionnaires were distributed to specific SMEs and organizations that

would surely return them back. The researcher used kind language, respect, and she

was a client to most of the enterprises. All this made it possible for all the

questionnaires to be answered.

3.12 Data Processing and Analysis

3.12.1 Data Processing

Raw data are meaningful after being processed. The categorization and application of

categories are done through coding, tabulation, drawing inferences which have been

done by using Statistical Package for Social Science.

3.12.2 Data Analysis

Researcher used both qualitative and quantitative methods of data analysis which

aimed at determining relationship between variables of research data.

All data collected have been organised and checked before they are presented and

analysed to ensure completeness, accuracy, and validity. By completeness, it means

all questionnaires were checked to see whether all questions have been answered and

handed-over. Either, questions were checked if they are complete and the meaning

corresponds to the data needed. By clarity, it means data were checked if they are

correct and correspond to the question’s requirements. By validity, data were

checked in terms of time reported and if they conform to the objectives of the study.

This has facilitated proper presentation in terms of tabulation, charts and graphs

generation and computation of percentage and frequencies through SPSS version 12.

Discussion and Analysis were done in accordance with percentage and frequencies

generated and interpreted accordingly. By so doing, the researcher was able to
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discover whether data collected or information provided has been in alignment with

the stated research objectives and questions. The method of data analysis was

descriptive in most cases.
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CHAPTER FOUR

PRESENTATION OF RESEARCH FINDINGS

4.1 Introduction

This chapter presents findings of the research done on “The impact of accounting

records of SMEs performance.’’ SMEs need to know importance and how to keep

accounting records of all transactions in the business in order to achieve proper

finance management. If fail to do this, the business is likely to be affected adversely.

It is the duty of the business manager to record daily transactions and maintain

proper books of accounts in order to achieve planned objective and target with

maximum profit.

4.2 General Information about SME

The SMEs nomenclature is used to mean micro, small and medium enterprises.  It is

sometimes referred to as micro, small and medium enterprises (MSMEs).  The SMEs

cover non-farm economic activities mainly manufacturing, mining, commerce and

services.

There is no universally accepted definition of SME.  Different countries use various

measures of size depending on their level of development.  The commonly used

yardsticks are total number of employees, total investment and sales turnover.  In the

context of Tanzania, micro enterprises are those engaging up to 4 people, in most

cases family members or employing capital amounting up to Tshs.5.0 million.  The

majority of micro enterprises fall under the informal sector.  Small enterprises are

mostly formalised undertakings engaging between 5 and 49 employees or with

capital investment from Tshs.5 million to Tshs.200 million.  Medium enterprises

employ between 50 and 99 people or use capital investment from Tshs.200 million to

Tshs.800 million.  This is illustrated in the table below:
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Table 4.1: Categories of SMEs in Tanzania (definition)

Category Employees Capital Investment in machinery(Tshs.)

Micro enterprises 1-4 Up 5million

Small enterprises 5-49 About 5million to 200 million

Medium

enterprises

50-99 Above 200 to 800million

Large enterprises 100+ Above 800million

Source: URT, Ministry of Industry and Trade, 2002.

4.2.1 Importance of SME

SMEs tend to be more effective in the utilisation of local resources using simple and

affordable technology.   SMEs play a fundamental role in utilising and adding value

to local resources.  In addition, development of SMEs facilitates distribution of

economic activities within the economy and thus fosters equitable income

distribution.  Furthermore, SMEs technologies are easier to acquire, transfer and

adopt.  Also, SMEs are better positioned to satisfy limited demands brought about by

small and localised markets due to their lower overheads and fixed costs.  Moreover,

SME owners tend to show greater resilience in the face of recessions by holding on

to their businesses, as they are prepared to temporarily accept lower compensation.

4.3 Demographic Characteristics

4.3.1 Gender

Of 100 respondents 42% were respondents were female and 58% were male, the

researcher wanted to know between male and female who mostly deal with small and

medium businesses are.
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Figure 4.1: Gender of SMEs

4.3.2 Nature of the Business

The researcher also wanted to know the type of business ownership each respondent

had. Of 100 respondents; 54% were individual (sole proprietorship) businesses, 41%

were formed from the Partnership and 5% indicated Not specific. Most SMEs had

Sole Proprietorship and Partnership form of business. The finding show that changes

in the business environment may transform the grounds on which SMEs conduct

their business. Consequently, adaptation, new relationships and creativity may

emerge as a way to overcome scarcity of resources and/or difficulties in gaining

access to resources that contribute to their competitive advantage.
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Source: Field data, 2013
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Figure 4.2: Type of Business Ownership
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4.3.3 SME Distribution

Since the study was carried out on the behavior of SMEs, the researcher obtained

information from different Organizations, Small and the Medium enterprises. The

data was collected from a sample of 10 organizations, 80 small and 20 medium

enterprises. The participation of the respondents was 100%, i.e. all the copies of

questionnaires sent to the respondents were returned. The breakdown of the sample

was as follows next page:

Table 4.2: Area Distribution of Small and Medium Enterprises

Small Medium

Kariakoo 30 10

Karume 10 -

Posta 20 10

Ilala 20 -

TOTAL 80 20

Source: Field data, 2013
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4.3.4 Distribution of the Respondents

From the data collected, 50 of the respondents were senior trade officers, 40 were

trade officers 10 respondents were business managers.

Table 4.3: Position Distribution of the Respondents

Position Number of Respondents

Senior trade officers 50

Trade officer 40

Managers 10

TOTAL 100

Source: Field data, 2013

4.3.5 Period of Existence of the Business

Of 100 respondents, 18% of them had a business life of 1-2 years, 20% between 3-5

years, 26% between 6-10 years and 36% operated over 10 years. Most of SMEs

operated their businesses for more than 10 years.

Figure 4.3: Business Life
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Source: Field data, 2013.
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4.2.6 Level of Highest Education Attained

Table 4.4: The Academic level of the SME manager

Percent Valid Percent Cum Percent

Valid Primary School 16.0 16.0 16.0

Secondary School 45.0 45.0 61.0

Graduates 25.0 25.0 86.0

Professional level 14.0 14.0 100

Total 100 100

Source: Field data, 2013

It was important to know the education level of the person managing the business so

the researcher can know exactly: what kind of managers, with what educational level

do they keep records. Of 100 respondents, the following had this Educational level;

16%-Primary, 45%-Secondary, 25%-Graduate, 14%-Others. Many SMEs fell on

Secondary School level. Most of them join small businesses after school due to

various reasons; failure to join University due to unqualified results, some prefer

doing business rather than studying.

4.3.7 Source of Capital

16% had capital from their own source of funds, 14% got capital from family and

friends, 39% got capital from microfinance companies and 31% got from SACCOS.

Table 4.5: Source of Capital

Frequency Percent Valid Percent Cum Percent

Valid Own source 16 16.0 16.0 16.0

Friends/family 14 14.0 14.0 30.0

Microfinance company 39 39.0 39.0 69.0

SACCOS 31 31.0 31.0 100

Total 100 100.0 100.0

Source: Field data, 2013
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4.4 Challenges that SMEs face in Preparation of Accounting Records

One of the research questions was “what challenges SME face in preparation of

accounting records? This led the researcher to deeply investigate the exact challenges

SME face and go through each challenge as SME respondents explained. The detail

is statistically presented in the following array by showing what were discussed and

observed by the respondents and researcher respectively.

Table 4.6: Challenges facing SMEs towards Accounting Record Keeping

Reasons Percent Valid Percent Cumulative Percent

Valid Time consuming 15 34.9 34.9

Lack of knowledge and skills 16 37.2 72.1

Poor documentation 12 27.9 100.0

Total 43 100

Source: Field data, 2013

4.4.1 Time Spent in Preparation of Accounting Records

15% said time consuming as it takes a lot of time doing all recordings of transactions

accurately and in SME sector, the enterprise is always busy from day to night and

this does not give a manager enough time to keep accounting records.

4.4.2 Lack of Knowledge and Skills

16% said that they did not have a good knowledge on how to keep accounting

records. This was very true and the researcher tried to find out how much knowledge

they have on accounts record keeping. Some of the causes for this lack of

knowledge/ skills are as follows;

4.4.2.1 Entrepreneurship Seminars

SME can get various information and knowledge from attending seminars. By asking

this question, the researcher found out just how many SME attend seminars as seen

on below table.
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Table 4.7: Attending Entrepreneurship Seminars

Percent Valid Percent Cum Percent

Valid Yes 55.0 55.0 55.0

No 45.0 45.0 100.0

Total 100.0 100.0

Source: Field data, 2013

Of 100 respondents, 55% have attended entrepreneurship seminars conducted by

various organizations such as SIDO, NEEC, UDSM. 45% have not attended any

entrepreneurship seminars, the reason being; ignorance, too busy to attend, expensive

entrance fees.

4.4.2.2 Entrepreneurship Seminars on Accounting Records

After finding out that some of SME attend the seminars, the researcher had to know

whether those seminars help elaborating on importance of accounting records as seen

on below table

Table 4.8: Seminars on Accounting Records

Percent Valid Percent Cum Percent

Valid Yes 38.2 38.2 38.2

No 61.8 61.8 100.0

Total 100.0 100.0

Source: Field data, 2013

Of the 55 respondents who attended seminars, 38.2% agreed that the seminars help

elaborating on how to keep accounting records while 61.8% said otherwise.

4.4.2.3 Training/ Education on Record Keeping

It was also important to find out if SME have any training or educational background

on accounting record keeping. SME with little or no educational background on

record keeping are likely to lack knowledge and skills
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Table 4.9: Educational Background

Frequency Percent Valid Percent Cum Percent

Valid Yes 19 44.19 44.19 44.19

No 24 55.81 55.81 100

Total 43 100.00 100.00

Source: Field data, 2013

44.19% had education on how to keep records but 55.81% which is a large number

of the respondents had no educational background on record keeping. This was being

questioned through interview and they said it is because most of them did not reach

educational level where such course is taught, which is mostly at university level.

4.4.3 Poor Documentation

12% said poor documentation, this results from incorrect recording of transactions. It

maybe the way the records are being kept. SME should start recording the

transactions from the time a customer makes purchases, buying goods from the

supplier, debt collection/ payments etc. The following are the factors that result from

poor documentation which become a strong challenge in keeping accounting records.

4.4.3.1 Misrepresentation and Inaccuracy of Records

This refers to how the accounting records are being represented for recording

purpose. The business supervisor or a seller may record the transactions but fail to

represent accordingly and therefore a person responsible for balancing the

accounting records may fail to present a true and correct report.

4.5 The Nature of Accounting Records

4.5.1 Status of Books of Account

The status of books of account can be found by knowing how many SME keep the

accounting records of their daily transactions. Of the 100 respondents, 57% do not

keep accounting records while 43% keep the accounting records of their business

transactions. Some of the 57 respondents did not know how to keep accounting



41

records, others ignored the need for accounting records; saying they do not need it

since they get cash at the end of the day.

Figure 4.4: SMEs Keeping Accounting Records

Source: Field data, 2013

4.5.2 Type of Accounting Records SMEs Keeping

It was important to know exactly what type of accounting records the SMEs keep, so

it can be seen how the records have an impact on the business performance. Nature

of accounting records, also include knowing exactly the type of accounting records

SME keep as shown on the table below;

Yes
No

43% 57%
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Table 4.10: Types of Accounting Records

Frequency Percent

Valid

Percent Cum Percent

Valid Profit and Loss account 2 4.6 4.6 4.6

Debtors and creditors

account

10 23.3 23.3 27.9

Financial Statement 4 9.30 9.30 37.2

Cash account 5 11.6 11.6 48.8

Stock account 7 16.3 16.3 65.1

All above 15 34.9 34.9 100

Total 43 100 100

Source: Field data, 2013

Of the 43 respondents, 4.6% kept profit and loss account, 23.3% kept Debtors and

Creditors accounts, 9.3% kept financial statements, 11.6% kept cash account, 16.3%

kept stock account and 34.9% kept all of the above accounts.

4.5.3 How often the accounting records are kept

After seeing the number of SME keeping accounting records, it was important to find

out just how often they keep the accounting records

Table 4.11: Recording Periods

Percent Valid Percent Cumulative Percent

Always 12.0 12.0 12.0

Occasionally 19.0 19.0 31.0

Seldom 12.0 12.0 43.0

Never 57.0 57.0 100.0

Total 100.0 100.0

Source: Field data, 2013

Of the 100 respondents, 12% agreed that they always remember to keep the

accounting records in their daily transaction, 19% only keep records occasionally;

when a person remembers or when convenient, 12% seldom keep accounting records

depending on the particular situation or season of the business operations and 57%
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never keep accounting records which is the exact number of SMEs that said they

don’t keep accounting records earlier.

4.6 Ways of Keeping Accounting Records

As seen in the Literature review, SME can choose to hire a professional or prefer to

keep the accounting records himself/herself.

Table 4.12: Ways of Keeping Accounting Records

Source: Field data, 2013

37.2% SMEs hired accountants as they thought it to be simpler, reliable and

professional. 62.8% SMEs kept their own records as they found it better for the

security of the business and avoid costs to hire accountants. SMEs should find a

useful way to keep accounting records.

Most SMEs keep accounting records themselves because it is more convenient and

secure. However it is best to give that work to professionals who can produce good

accounting records for the enterprise to improve its performance in general.

4.6.1 Computer Accounting Packages Used

After knowing the ways SME use to keep records, it was important to know exactly

what accounting packages they use.

4.6.1.1 Record Keeping is self done

27 of the SME respondents keep accounting records themselves, it was important for

a researcher to find out how many among use computer accounting packages.

Frequency Valid Percent Cumulative Percent

Valid Myself 27 62.8 62.8

Hire accountant 16 37.2 100.0

Total 43 100.0



44

Table 4.13: Computer accounting packages used by SME

Frequency Valid Percent Cum Percent

Quick books 3 11.1 11.1

Tally 7 25.9 37.0

Pastel 0 0 37.0

None 17 63.0 100.0

Total 27 100.0

Source: Field data, 2013

11.1% of the 27 respondents use quick books, 25.9% use tally accounting package,

and 63% didn’t use any kind of computer accounting package.

4.6.1.2 Record Keeping is Done by Hiring Professionals

16 of the SME respondents hire professionals, it was important for a researcher to

find out how many among use computer accounting packages

Table 4.14: Computer Accounting Packages Used by Hired Professionals

Frequency Valid Percent Cum Percent

Quick books 0 0 0

Tally 12 75.0 75.0

Pastel 4 25.0 100.0

None 0 0

Total 16 100.0

Source: Field data, 2013

75% of 16 respondents use tally accounting package and 25% use pastel. Many use

tally because it is simple to use and work perfectly with small businesses and their

transactions.

4.7 The Success of keeping Accounting Records

It is also important to find out whether the accounting records are being kept

successfully
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4.7.1 All Cash Receipts are recorded

Table 4.15: Cash Receipts

Frequency Percent Valid Percent Cumulative Percent

Strongly agree 29 29.0 67.5 67.5

Agree 9 9.0 20.9 88.3

Neither agree nor

disagree

5 5.0 11.6 100.0

Total 43 43.0 100.0

Missing 57 57.0

Total 100 100.0

Source: Field data, 2013

Of the 43 SME who keep accounting records; 67.5% strongly agreed, 20.9% agreed,

11.6% neither agreed nor disagreed that all cash receipts are recorded in the books.

4.7.2 Dates, Descriptions and Amount on Cash Sales are Recorded

Dates, description and amount are very important details to record on the cash sales

receipt. It will be easy for a business owner or a consultant to review daily

transactions for financial and management purposes. 55.8% of the 43 respondents

who keep accounting records agreed that they do records such details while 44.2%

don’t always remember to record every detail.

Table 4.16.: Necessary Accounting Details

Frequency Percent Valid Percent Cumulative Percent

Yes 24 24.0 55.8 55.8

No 19 19.0 44.2 100.0

Total 43 43.0 100.0

Missing 57 57.0

Total 100 100.0

Source: Field data, 2013
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4.7.3 All Bank Deposits made have their Deposit Slips Filed

Table 4.17: Bank Deposits

Frequency Percent Valid Percent Cumulative Percent

Yes 32 32.0 74.4 74.4

No 11 11.0 25.6 100.0

Total 43 43.0 100.0

Missing 57 57.0

Total 100 100.0

Source: Field data, 2013

A few SME owners have bank accounts which are strictly for business use, most

have bank accounts for which has mixed purposes, that is personal and business

purposes. 74.4% file every banking slip from the bank deposits while 25.6% don’t

always remember to file the documents. It is important to file bank slips so that all

deposits can be reviewed later and keep track of the debts and pending payments.

4.7.4 All Money Paid out is Recorded

Table 4.18: Payments

Frequency Percent Valid Percent Cumulative Percent

Yes 7 7.0 16.3 16.3

No 36 36.0 83.7 100.0

Total 43 43.0 100.0

Missing 57 57.0

Total 100 100.0

Source: Field data, 2013

It is very important to record payments in the business. In small businesses, lots of

payments are mainly personal as it was being observed and most of SME admitted

that. From the findings, 16.3% of the 43 respondents agreed to be recording every

payment they make while 83.7% don’t always remember to record payments.
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4.8 Suggestions on Improving the Accounting Practices of SMEs

These suggestions were given by SME respondents from the questions answered in

the questionnaire. There are different ways in which SME owner can adapt and

improve the accounting practices. Different respondents gave various suggestions but

the researcher managed to sum up the most mentioned points as seen in the below

table;

Table 4.19: Suggestions

Frequency Percent Valid Percent Cumulative Percent

Book keeping training 34 34.0 34.0 34.0

Hire consultant 10 10.0 10.0 44.0

SME accounting guidelines 20 20.0 20.0 64.0

Mandatory record keeping 16 16.0 16.0 80.0

All the above 20 20.0 20.0 100.0

Total 100 100.0 100.0

Source: Field data, 2013

4.9 Benefits of Keeping Accounting Records

Of 43 SMEs that keep accounting records, 28.3% have managed to expand the

business and open a new branch in another location, 15.1% have been able to control

the debts and dividends, 18.9% have managed to manage finances and prevent losses

and errors, 37.7% have accesses loans from financial institutions, microfinance

companies after having a good financial statement to present to the required officers.
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Table 4.20: Benefits gained from keeping Accounting Records

Frequency Valid Percent Cumulative Percent

Valid New branch of

enterprise

12 28.3 28.3

Management of debts 8 15.1 43.4

Decrease in loss and

errors

10 18.9 62.3

Accessibility of loans 13 37.7 100

Total 43 100

Source: Field data, 2013

4.10 The Role of Private and Public Organizations in Influencing the use of

Accounting Records to SMEs

This research question focused on the variable which pointed out that support from

Private and public organizations have an effect on the SMEs performance

The findings were found through answers from the respondents who answered the

following questions from the questionnaires.

4.10.1 Whether private organization influence SMEs into using Accounting

Records towards a Better Performance of the Business.

Of the 96 respondents, 64.6% agreed that private organizations such as Price Water

Coopers do support them in education about entrepreneurship which includes how to

keep accounting records. But 35.4% did not find any private organization that gives

such assessment to SMEs.
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Table 4.21: Private Organizations Influence on SMEs

Frequency Percent Valid Percent Cumulative Percent

Valid Yes 62 62.0 64.6 64.6

No 34 34.0 35.4 100.0

Total 96 96.0 100.0

Missing 4 4.0

Source: Field data, 2013

4.10.2 Whether the Government play role on influencing accounting records for

SMEs performance

Table 4.22: Government influence on SMEs

Frequency Percent Valid Percent Cumulative Percent

Valid Yes 41 41.0 59.0 59.0

No 59 59.0 41.0 100.0

Total 100 100.0 100.0

Source: Field data, 2013

Of the 100 respondents 41% agreed that the Government try to assist and most of

them mentioned SIDO as the main public organization working together with the

SMEs for better performance in the business operations, 59% didn’t agree that the

Government play a role on influencing accounting record keeping.

4.11 Chapter Summary

This chapter has presented major findings as revealed by respondents of this study.

Findings were presented in accordance with the study’s specific objectives which

were (i) to determine the challenges SME faces in preparation of accounting records,

(ii) to assess SME awareness towards accounts record keeping procedures and

recording ways in use (iii) to examine whether the accounting records are kept

successfully (iv) to assess the support from private and public organizations on

influencing the use of accounting records to SME sector.
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Major study findings were computed through SPSS to generate charts and figures

which were thereafter presented to statistically and graphically illustrate data

presentation.  As such, the whole chapter has twenty two tables and five figures

which summarize data collected from respondents and form the basis for analysis

and discussion.
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CHAPTER FIVE

DISCUSSION OF THE FINDINGS

5.1 Introduction

This chapter presents a thorough discussion and interpretation of the major findings

in accordance with the study objectives and corresponding study variables. Data

collected were processed using SPSS version 12 and the analysis is therefore done in

relations with major findings as discussed in the following paragraphs.

Many SMEs have poor quality of record keeping: they neither maintain the original

documentation of their business activities (type of records) nor practice adequate and

updated record keeping.

These findings are in agreement with empirical studies of Sian and Roberts (2009),

Collis and Jarvis (2002), Evans et al., (2005), Jourbet, P. (2009) and Pillay (2009)

from abroad while; Nkonoki (2010), Kazooba (2006) and Obura (2012) from

EastAfrica: they concluded that one of the major causes of poor performance of

SMEs operations in lack of keeping the Accounting Records.

5.2 Technical Qualifications

5.2.1 Educational Background

Education is one of the factors that impact positively on the growth of businesses

(King, 2000). Those entrepreneurs with large stocks of human capital, in terms of

education and (or) vocational training, are better placed to adapt their enterprises to

constantly changing business environment.

As far as educational background is concerned, 16 of the 100 respondents have the

educational level of primary school, 45 being secondary school level, 25 being

graduate level and 14 being professionals. Lots of matching guys (machingas) have

the lowest education level which is primary school; most of them are found in

kariakoo and karume areas.
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Large percent of SME have secondary education level, that is; form four and form

six; most of them own small businesses like selling second hand shoes, small

cosmetics shops. This group of SME mostly get source of capital from family,

friends and SACCOS after being a member in the organization and abiding with the

terms and conditions.

However the second largest group were graduates, it was found that a lot of

graduates now own businesses especially in kariakoo area. Universities produce a

well educated class of students in every year; many institutions educate students on

entrepreneurship and its importance in general. This encourages students to have

creative minds and a will to become entrepreneurs. Universities such as UDBS, IFM,

CBE, MU Dar es Salaam campus continue to give short courses and seminars to

students and every individual who is interested into becoming an entrepreneur. For

example; UDBS gives scholarship to 10,000 women every year for entrepreneurship

course. The researcher personally applied for 2013/2014 as she has her own business

and hoping to get a chance to learn from the course.

A small group of SME had professional qualification; most of the entrepreneurs here

have medium businesses. Most of people attain their professional certificates after

having worked for some time therefore it is much easier for this group to own bigger

businesses since had various sources of capital; loans guaranteed by employer,

personal savings from the salaries and wages. Most of entrepreneurs in this group

employ a supervisor to manage the business while they remain permanently

employed elsewhere.

In comparison to other studies of Mnemwa and Maliti (2008) said that Education is

widely acknowledged as an important factor for entrepreneurship and business skills

development; their results from the study showed that firms owned by entrepreneurs

who had attended training course lasting more than one year were generating more

profit than those firms with owners who had attended training of one year duration or

less.
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5.2.2 Educational Training on Accounting Record Keeping

On the other hand, SME lacked proper education on how to keep accounting records.

Only 44.19% of 100 respondents had proper education on record keeping. Most of

them attained this education from the schools and universities they attended. SMEs

lack proper education on record keeping which becomes one of the major reasons

why they do not keep accounting records in the first place and hence poor

performance in the business operations.

In comparison to the study of Nkonoki (2010): found that improper record keeping

comes as a result basically of inadequate education and training in business. As a

result firms lose track of its cash flows and in turn leading to cost control and

liquidity problems just to name a few. If the records of the transactions a business

undertakes are not kept properly, growth cannot be achieved since the firm loses

track of where it is heading.

5.3 Number of Times SME Keep Records

SME business operations are known to be very busy; a dealer can be surrounded by

more than 10 customers who need same goods and services. A dealer is required to

spend as little time as possible to attend customers. Most of SME don’t always

remember to record every transaction and hardly have enough time to keep records

of every transaction. This is why from the findings; only a few SME respondents

agreed that they always remember to keep their records.

5.4 Recording ways SME use to keep Accounting Records

SME can keep accounting records using two ways as explained by Rosenberg in

Literature review.

5.4.1 Hired Professionals

From the findings; 30% of the respondents hire professionals to balance their books

of accounts and 70% preferred to do everything on their own.

A few SME respondents hired professionals such as certified accountants to balance

their books of accounts because some bookkeeping functions are best relegated to an
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accountant. The role of the accountant is to present the financial team for small

business owner and to reduce pressures, problems and hurdles facing small business

owners in this competitive Tanzanian economy.

However a large percentage of the respondents agreed to be doing the balancing of

accounts on their own. It was found that hiring accountants is very expensive for

SME, an accountant requires to be paid a fee that is almost impossible for each SME

to afford especially small enterprises.

5.4.2 Computer Accounting Software

For SME respondents who hire professionals, they mostly use Tally accounting

package and a few used Pastel. These two accounting packages are very efficient,

they help business owners keep track of their every transaction made, human

resource management. SME respondents who kept records on their own used Tally,

QuickBooks and many didn’t use either of the accounting software. A large number

didn’t use computer accounting software because they don’t have access to the

system and lacked skill, knowledge on how to use the computer accounting software.

In comparison to Kengere., et al (2010); their study found that the percentage of

SMEs that use manual book keeping is big enough and can be used to explain the

effect of proper book keeping on the financial performance since it may not be as

accurate as computerized book keeping.

5.5 Types of Accounting Records SME keep

SMEs should keep all types of accounting records because they are all important

towards better performance of the business. Some businesses use a certain method in

their accounts: the cash method or accrual method. Depending on the size on the size

of the business and amount of sales, one can create own ledgers and reports, or rely

on accounting (Williams et al, 2008).

As explained in the Literature review; SME beginners are supposed to keep sales and

purchases account since the business is small and only have few transaction, SME
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that have been in business for longer period of time are required to keep sales,

purchases, debtors, creditors and debtors, stock and financial statements. SMES

respondents kept most of the accounts and researcher had to educate some of the

SME on the importance of each account in relation to the business operated.

The above accounts are very important for the SMEs to keep as their accounting

records as recommended by both public and private organizations dealing with SME

development that the researcher had interview with, such organizations are SIDO,

Open Mind, Price Water Coopers, Ministry of Industry and Trade, ILO, SACCOS.

5.6 Suggestions towards Assisting SME Improve their Recording Practices

After education most of SME on the importance of accounts record keeping, the

researcher kindly asked for their opinions on the ways in which they think that their

recording practices can be improved. All of SME gave positive responses because

they are very much willing to change their ways for better performance of the

enterprises.

5.6.1 Bookkeeping Training

This was their first opinion saying that if they are given proper training, they will be

able to manage recording and balancing of the books without having to worry over

inadequacy, improper documentation.

5.6.2 SME Accounting Guidelines

They also suggested that it would be easier for them to know what and how to keep

accounting records if they had proper accounting guidelines. The accounting

guidelines or manuals would explain clearly on what group of SME is required to

keep which types of books of accounts.

5.6.3 Hire Consultant/ Professional

In the previous questions, the researcher had asked the SME if they hire

professionals or not; thereafter a researcher had to explain to them the importance of
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hiring a consultant and some of them really agreed that it is important to hire a

consultant even though it can be costly and it was among the suggestions given.

5.6.4 Mandatory Record Keeping

It was also suggested that accounts record keeping should be made aware to all SME

and of its importance. This will enlighten them and in time, record keeping will be

mandatory to every SME. However they politely agreed that they will take some

time to adjust into everything.

5.7 Benefits of Keeping Accounting Records

Some of the SME who keep accounting records were cleverly examined and

observed by the researcher on their business in general to determine the benefits of

keeping accounting records. Most of the benefits were.

5.7.1 New Branch of an Enterprise

As a result of their practice of balancing books of accounts, some businesses have

managed to progress so well that they were able to expand their enterprises into two

or more branches.

5.7.2 Management of Debts

Another benefit is management of debts; this can be achieved by maintaining

creditors and debtors books of accounts. Through creditors account; a business

owner can know what supplier has not been paid, this will help the business owner to

avoid any penalties which will affect finances negatively. Through debtors account; a

business owner can know which customers have not paid their debt yet, this will help

the business keep proper cash management throughout and avoid bad debtors.

5.7.3 Accessibility of Loans

By balancing books of accounts, financial statements are prepared and every other

account. This facilitates a business owner to access bank loans; bank requires copies

of financial reports that include financial statements, cash flows. Therefore by
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keeping such records, a business owner can easily access bank loans which can be

used to expand the business.

Roper and Millar (1999) also recognized the importance of accounting records in

their study which said: Good record keeping is essential to clear and accountable

financial management.  Without accurate records of actual expenditures, the process

of preparing budgets can become almost meaningless.  Poor record keeping affects

the entire accounting function, with the result that reporting and auditing may

become virtually impossible.  Corruption and fraud become difficult to detect.  Debt

management also suffers because records of borrowing may be divided among

different government offices or may be incomplete.  Virtually all approaches to

improved financial management rely upon more efficient use of information, but

these approaches cannot succeed if financial records are badly managed.

5.8 Public and Private Organizations’ Influence

5.8.1 Public Organization or Government Influence on SME Awareness

towards Accounts Record Keeping

In recognition of the importance of SME sector, the Government has continued to

design and implement a number of policies and programmes supportive to the

development of the sector as seen in the literature review.

The researcher went to the following organizations; SIDO, Price Water Coopers,

MITM, SACCOS, ILO, UNIDO, Tanzania Chamber of Commerce, Lisbon Business

Center and Open Mind Centre

The researcher discovered few things through the interview with different staff

officers;

(i) The organizations admitted that most SMEs do not keep accounting records

(ii) The organizations normally gives out business seminars all over Tanzania to

all SMEs

(iii) In the seminars, education is provided on how to keep accounting records and

its importance to the performance of the business. But the organizations say
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that most SMEs normally do not attend such seminars and thus it becomes

difficult to educate them about accounting records.

(iv) Some of reasons that make SMEs not to attend the seminars are; most SMEs

want some kind of payment whenever they attend the seminars as a way to

make their time worthwhile, SMEs do not want seminars that require them to

pay  for participation, location of the seminars to be far from their business

place.

The government has been assisting SME development by giving seminars on

entrepreneurship, hosting trade fairs for different entrepreneurs and conducting

training from time to time.

However SME respondents had explained that the government assists them but have

not successfully make SME aware of the importance of record keeping and

everything else involved in the matter.

The researcher had consulted SIDO on the matter and agreed that most SME owners

are not aware of accounts record keeping and it has become an obstacle towards

growth and better performance. The organization tries to host different seminars on

the matter but it was said that SME attendance is always not encouraging; most of

them only show up when they are getting paid or given some sort of reward.

In comparison to the study of Dr. Joubert (2004) in Swaziland: it was found that the

country does not have a policy governing the operation of SME; SMEs lack

necessary skills and competencies to enable them to effectively carry out various

activities such as accounting, management, financing and marketing.

5.8.2 Private Organizations’ Influence on SME Awareness towards Accounts

Record Keeping

There have been establishments of different organizations and NGOs that are

involved with entrepreneurship in Tanzania. Different people have come to realize

that entrepreneurship plays a big role in Tanzanian economy and thus a need to
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nourish young generation into becoming better entrepreneurs. Organizations like

Open Mind Centre and Lisbon Business Centre are two examples of small

organizations which are formed by young university graduates who aim at improving

entrepreneurship in Tanzania.

SME are aware of such organizations however they demand more emphasis on

accounts record keeping awareness as it is the major challenge towards better

performance.
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CHAPTER SIX

SUMMARY, CONCLUSION AND POLICY IMPLICATIONS

6.1 Introduction

This chapter gives summary in the research findings, policy implications and

conclusion in what measures should be taken to ensure that the Accounting records

help the SMEs in Tanzania to increase the performance of their businesses towards

growth, profit and proper management systems.

6.2 Summary

The prime objective of this reward is to raise SMEs' awareness of the importance of

keeping towards better performance of the enterprise.

Proper accounting records and the use of accounting  information to produce timely

and accurate reports for various purposes such as fund raising, and to observe the

best practices of corporate governance and business ethics. It also aims to introduce

the best practice of accounting management to SMEs and recognize those SMEs

which have successfully implemented proper accounting systems and appreciated the

use of financial information.

The significance of small- and medium-scale enterprises (SMEs) is acknowledged

worldwide. SMEs form the vanguard of the modern enterprise sector and present the

propelling force of economic modernization and growth in developing economies.

Bookkeeping for the small business has special considerations that most large

businesses do not deal with. The main principle is the same with a small or large

business. A business needs to keep detailed, timely records. However, small

businesses are usually short on accounting staff. They may find that they are required

to do more of the bookkeeping on their own, rather than hiring an accounting firm or

accounting professionals in Dar es Salaam to handle the bookkeeping themselves.
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Most SMEs do not keep accounting records due to lack of education, time

consuming and the named organizations fail to educate them due to their ignorance.

This becomes a major problem that makes the businesses fail, especially in early

stages because the business will not be able to keep track of all transactions being

made, which will not make the business make a good financial position and hence

poor performance.

SMEs keep records using little knowledge they get from school or with the education

from the seminars and short entrepreneurship courses. Some of them prefer hiring

accountants from different organizations such as Price Water Coopers, even though

they agree it to be expensive.

The organisations do support SMEs development by assisting them with finances and

educating them through seminars but they have to put more emphasis on the

education of how to keep accounting records. Keeping such records is helpful

because it enables the business to maximise profit by knowing where to allocate

resources though proper accounting records.

It has been seen that SMEs activities such as financial management and decision

making improve gradually after a use of proper accounting records. This is

considered as one of the ways in which SMEs upgrade/improve their performance.

6.3 Conclusion

According to the findings presented and discussed, this study concluded that

accounting records are used to assess the profitability of alternative courses of action,

measure performance, and evaluate the position of enterprises in term of profitability,

liquidity, activity and leverage. It can be used to improve SME performance,

especially financial decisions. Different capital structures cause different degrees of

financial risk. Different alternative financial plans affect SMEs performance

differently. Thus, proper accounting record is a key to SMEs success.
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The success of implementation of the use of accounting records will depend very

much on the SMEs themselves, public and private sectors.

SME face a lot of challenges which hinder them in the whole process of keeping

accounting records. However, they can overcome the challenges and be able to keep

accounting records; SME owner can organize his workers in a way that there will be

enough time for each transaction to be recorded into the books of accounts, they can

acquire knowledge by attending proper education in institutions and entrepreneurship

seminars that focus on educating record keeping. They can also keep proper

documents by making sure each detail is recorded into the books of accounts

correctly.

SME owners are not aware of the procedures of keeping accounting records and most

of them prefer to keep accounting records themselves rather than hiring a

professional which is expensive but more efficient because professional accountants

are well aware of every procedure involved in keeping accounting records.

Most of SME owners don’t keep accounting records successfully, they fail to record

each detail required on the books of accounts. For example; they can ignore to keep

dates, month, and full name of a customer or supplier.

Private and public sectors assist SME on various issues relating their growth such as

providing seminars on entrepreneurship, trading activities.

After seeing different findings, a researcher concluded that SMEs are not aware of

the importance of keeping accounting records in relation with performance of their

business and little support from other sectors concerning how to manage their

finances which include the whole idea of accounting record keeping.

In Tanzania it has been discovered that only a few SMEs do keep accounting records.

A big number of SMEs that keep records are the medium enterprises since they have

a large number of transactions that would definitely need recording but the small

enterprises usually ignore to record.
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6.4 Policy Implications/Recommendations

These policy implications/recommendations are based on the idea that in order for

SMEs to have a good performance, the regulatory constraints must be loosened;

otherwise they will become a death trap for the businesses.

Policy implications/recommendations are being addressed to different stakeholders

as explained in the following paragraphs. It is important for each stakeholder in SME

sector to receive different recommendations from the researcher based on the study.

6.4.1 Enterprises

It is a known fact that, if the businesses grow, they will employ many people, they

will produce quality goods and services and they will formalize and thus pay taxes,

contributing to growth and reduction of poverty. Each SME owner, trader, supervisor

should make sure that he or she is aware of the importance of accounting records

towards the business growth. They should involve themselves in participation of

different entrepreneurship seminars which elaborate on keeping accounting records.

6.4.2 Public and Private Sectors

The accounting ideas are relevant to SMEs but that a process of innovation

combining both knowledge to overcome a barrier of belief and an external shock are

necessary in order for innovation to take place. Preservation of the accounting

records is important then, its use does support business growth. The government and

private sector has to provide special program that will influence SME’s innovation

on the use accounting and financial procedures.

Many citizens of Tanzania depend on small and medium businesses to earn their

living and raise the economy of the country. Hence much effort must be directed not

only to expanding and developing existing businesses but also to stimulating small

business formation.
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The public and private organizations should work on these factors in order to ensure

that SMEs keep accounting records without any obstacles that may discourage them

or hinder them from keeping accounting records.

The public and other private sectors should educate SMEs through seminars, invite

different successful entrepreneurs from worldwide to share with the growing SMEs

on different matters of business growth and success in general, formulate a reliable

SME Development Policy which aim to implement of the use of accounting records

towards the business performance.

6.4.3 Learning Institutions

In learning institutions, they should have entrepreneurship course in their curriculum

in form of both theory and practical. This would help on the preparation of the

students towards a practical side on how to start and run their own business entities.

In this course there should be a subject on record keeping, in which it would be used

as one of the way to guide the students on how to manage and control finances

including minimizing expenditures. This generally leads to a better business

performance by helping the students in operating their business with the knowledge

of expanding the business rather than sending their profits.

6.4.4 Business Owners

SME owners should be motivated to participate in different business matters, let it be

seminars, international meetings, conferences where they can get different

information, business skills on how to manage the business

6.4.5 Customers and Suppliers

Customers should also participate in motivating SMEs to keep accounting records;

they can start by demanding receipt of every purchase they make, this will

automatically force SME owner to record that purchase into the cash purchase books.

Suppliers can also issue an invoice whenever good are supplied to SME owner, this

will enable SME owners keep track of every payment and debt to suppliers.
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APPENDICES

Appendix I: English Version Questionnaire

Part A

Business Identification

1. Location of Business ……………………………………..................................

2. Name of your Business......................................................................................

3. Gender Male ( )

Female ( )

4. Type of Ownership

(i) Individual ( )

(ii) Partnership ( )

(iii) Agency ( )

Not specific ………...........................................................................................

5. Education Level of the owner

(i) Primary school ( )

(ii) Secondary School ( )

(iii) Graduates 1st degree ( )

Others …………………….................................................................................

6. When did your Business established?   Year …………….

(i) 1980-1990 ( )

(ii) 1991-2000 ( )

(iii) 2001-2012 ( )
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7. How did you get Capital to start your Business?

(i) Own Money/Family ( )

(ii) Friends ( )

(iii) Microfinance company ( )

(iv) SACCOS ( )

Part B

Awareness of Accounting Records and Financial Procedures

8. Do you normally Record all Transactions in business?

(i) Yes ( )

(ii) No ( )

9. Do you have any Educational Background in Record Keeping?

(i) Yes ( )

(ii) No ( )

10. Do you keep Accounting Records by yourself or you Hire Professionals

(Accountants)?

(i) Self ( )

(ii) Hire Accountants/Professionals ( )

11. What Accounting Packages are used?

(i) Quick books ( )

(ii) Tally ( )

(iii) Pastel ( )

(iv) None ( )

12. What Accounting Records do you normally keep?

(i) Profit and Loss account ( )

(ii) Debtors and Creditors account ( )

(iii) Financial Statement ( )
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(iv) Cash account ( )

(v) Stock account ( )

(vi) All the above ( )

13. Are all Cash Receipts recorded in the Books of Accounts?

(i) Strongly Agree ( )

(ii) Agree ( )

(iii) Neither Agree nor Disagree ( )

14. Are Dates, Descriptions and Amounts recorded on Cash Sales Receipts?

(i) Yes ( )

(ii) No ( )

15. Are Bank Deposit Slips filed for Proper Management of Financials?

(i) Yes ( )

(ii) No ( )

16. Do all Payments get recorded into the Books of Accounts?

(i) Yes ( )

(ii) No ( )

17. How often do you Keep Accounting Records?

(i) Always ( )

(ii) Occasionally ( )

(iii) Seldom ( )

(iv) Never ( )

18. Do you have attended current entrepreneurship seminar?

(i) Yes ( )

(ii) No ( )

If yes, how many...............................................................................................
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19. Do the Seminars explain or elaborate how to keep records effectively?

(i) Yes ( )

(ii) No ( )

20. Which are the Benefits you have attained after keeping Accounting Records

in your Business?

(i) Open new branch of business ( )

(ii) Success payment of Debts /dividends ( )

(iii) Decrease loss  in my business ( )

(iv) Access to bank loans ( )

Part C

Challenges and Suggested Solutions towards Proper Keeping of Accounting Records

21. Which Problems/Challenges do you experience in Keeping Accounting

Records?

.............................................................................................................................

.............................................................................................................................

22. In your opinion: What are Suggestions on Improving the Accounting

Practices of SMEs?

…………………………………………………………………………………

…………………………………………………………………………………

Part D
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Public and Private Organizations’ Influence

23. Do Private Organizations assess SMEs into the use of Accounting and

Financial Procedures promoting the Business?

(i) Yes ( )

(ii) No ( )

24. Do the Government play role on influencing the use of accounting records?

(i) Yes ( )

(ii) No ( )


