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ABSTRACT

The purpose of this study is to find out the effect of financial management practices and
financial performance of financial institutions in Rwanda. The specific objectives: to
determine the effect of financial management plans on financial performance of Bank of
Kigali Plc; to examine the effect of decision making on financial performance of Bank of
Kigali Plc; to find out the effect of assets management on financial performance of Bank of
Kigali Plc and to establish the effect of working capital management on financial
performance of Bank of Kigali Plc. This study was designed as descriptive study for Bank of
Kigali Plc using the survey method; a case study was described the analysis of financial
management practices and financial performance of financial institutions in Rwanda, the
researcher acquired knowledge regarding the subject under topic. It is a qualitative analysis
that involves careful observation of a situation. All the respondents from the population of
Bank of Kigali Plc to respond to research questionnaires. The researcher was used
questionnaires to collect data. As far as this study is concerned, the population was comprised
by people of Bank of Kigali Plc; targeting 174 people. To describe target population of a
study as the point of focus from which a generalization was made regarding the research
findings. Thus, a sample size of 174 people as respondents was considered as the
representatives of the total population. The researcher used primary and secondary data to get
all information needed in this study, the quantitative data was analyzed using descriptive and
inferential statistics after running the data collected through the Statistical Package for Social
Sciences (SPSS). It also improves the institution's ability to plan future financial trends,
thereby managing its operations. The study found that financial institutions effectively
received dividend payments. The study therefore concludes that dividend payments among
financial institutions are significant in promoting the financial performance of institutional
banks in Kigali. By continuously focusing on annual dividends and effectively paying
dividends to shareholders, companies are able to strengthen confidence and encourage
investors to invest more in financing the company's operations. Finally, the study concludes
that financial management practices are an important driver of improving the financial
performance of MFIs. Microfinance institutions raise funds by effectively managing fixed
assets and managing cash. Through ongoing and effective asset management, financial
institutions are able to maintain liquidity levels and thereby manage their financial
performance. The study recommends the management of Rwandan financial institutions to
improve their efficiency and financial performance by applying effective working capital
management tools. Management should adopt appropriate cash management and accounts
payable management to ensure that the institution is able to finance its operations without
financial constraints. Financial institutions are regulated by the Central Bank of Rwanda, and
one of the institution's key policy requirements is to provide audited accounts annually.
Therefore, the management of financial institutions should adhere to effective financial
reporting and adhere to timeliness, accuracy, relevance and accountability to ensure that
financial institutions comply with regulations. They must also make proper use of financial
statements to effectively forecast financial trends and plan ahead.



CHAPTER ONE
INTRODUCTION TO THE STUDY

1.0 Introduction

This report is composed by background of the study, statement of the Problem, research
questions or hypotheses, general objective, specific objectives, scope, significance,
methodology and structure of the study.

1.1 Background of the Study

Globally, financial management practices are focused on improving financial performance. A
financial institution with a sound financial management system is effective and efficient. The
integration of financial management practices ensures the timely coordination of various
activities in the company and the elimination of deficiencies, thereby improving financial
performance (Brigham & Ehrhardt, 2013). Economic management is the main path of
national development. Businesses, regardless of size, need good financial management
practices to succeed (Norton, 2017). Effective financial management is a tool that provides
direction for future activities makes adjustments when necessary and helps companies find
the best approach in difficult times. Therefore, business success is the result of effective
financial management practices (Regina, 2016). Financial management practices play a key
role in increasing corporate market value, driving growth and productivity, and ultimately
leading to overall financial performance (Sunday & Solomon, 2015).

Financial Management practice is termed as a discipline that deals with how organizations
make decisions relating to various financial aspects and the instruments used (Lasher, 2018).
According to Brinckmann et al. (2020), financial management practice is the process of
acquiring financial resources and measures to enhance the financial performance in firms.
Byoun (2019) defined financial management practices as all aspects dealing with money

circulations and money control in all business transactions.



It relates to the arrangements and optimal use of financial resources for current and future
opportunities in order to improve financial operations.

The practice of financial management is known as a discipline that deals with how
organizations make decisions related to various aspects of finance and the tools used (Lasher,
2018). According to Brinkman et al. (2020), the practice of financial management is the
process by which financial institutions obtain financial resources and measures to improve
financial performance. Byoun (2019) defines the practice of financial management as all
aspects of business transactions related to the circulation and control of money. It involves
the planning and optimal use of financial resources in relation to current and future
opportunities to improve financial operations. Typical financial management practices used
by financial institutions include: cash management, capital budgeting decision making,
financial analysis and forecasting, and portfolio management (Marembo, 2018).

Working capital management involves managing the organization's assets and liabilities to
ensure that the organization has the liquidity it needs. The practice of financial analysis and
forecasting requires detailed recording and tracking of all business transactions. Financing
decision-making practices include how a company plans and manages finances; Risk
management, on the other hand, ensures the stability of the organization even in conditions of
financial uncertainty. These practices should not operate as a separate entity, but should all be
integrated to have a positive impact on financial results. Financial management practices are
measured by cash management practices, budgeting practices, and financing decisions
(Byoun, 2019).

The importance of financial management practices for organizations is very important
because most of the problems faced by institutions can be eliminated through proper financial
management practices (Uluyol, 2013). In particular, working capital ensures the fulfillment of

the company's daily financial obligations.



Budgeting and accounting ensure transparency and accountability of organizational
transactions. Capital structure management ensures proper coordination of all financial
practices in the institution, while risk management ensures the company's preparedness in
case of adverse events. All of these, if properly integrated into a company's operations, are
designed to improve its financial performance.

Financial management Practice is one of the several functional areas of management, but it is
the center of the success of any business. Inefficient financial management practices,
combined with the uncertainty of the business environment, often leads business enterprises
to serious problems (Chandra, 2017). The growing importance of this issue raises interesting
questions on whether companies are improving their abilities to have effective financial
management and implementing changes that will enable them to analyze results, interpret,
forecast future performance and improve their business decisions (Barker 2017).

However, during the implementation of these financial management practices, there may be
additional costs that may burden the firm, resulting in lower profits (Abanis et al., 2013). This
may lead many business leaders to shy away from this financial management practice. Other
variables such as firm size, risk appetite, capital intensity, leverage, and industry factors also
have a moderating effect on how financial management practices affect organizations.
Therefore, they should be taken into account when formulating an organization's financial
management practices (Moore & Reichert, 2014). Despite the assumption that financial
management practices contribute to financial performance, companies continue to
underperform.

1.2. Problem Statement

The importance of financial management practices in coordinating the functions of the

banking sector is recognized in both developing and developed countries.



Through financial management practices, managers are able to understand the current
financial position of a particular bank and its ability to meet future financial obligations
(World Bank, 2014). This not only ensures proper management of funds but also creates a
conducive environment for advance planning. Thus, financial management practices become
a tool for organizations to maintain profits while ensuring that they do not become bankrupt
or insolvent (Harash et al., 2014).

The banking sector has performed relatively poorly compared to other sectors of the
economy, as evidenced by slow growth. This is mainly due to financial mismanagement. As a
result, most companies are unable to service their debts and have gained a competitive
advantage. In addition, poor financial management practices create an environment prone to
fraud and low transparency, which reduces profits. Abanisetal (2013) conducted a study on
the impact of financial management practices in Uganda and concluded that financial
management practices significantly affect financial performance. The study established that
financial innovations influenced performance of the firms. Olouch, (2016) confirmed that risk
management practices have a significant positive effect on the financial performance. Kimani
(2017) concluded that financial management practices had insignificant effect on the
financial performance.

Mensa (2012) studied the financial management practices adopted by Ghanaian companies
and found the existence of a positive relationship. Saah (2015) concluded that financial
management practices have little impact on financial performance. Ngugi (2015) conducted a
study to determine the impact of financial innovation on the performance of financial
institutions. Research shows that financial innovation affects the performance of financial
institutions. Olouch (2016) confirms that risk management practices have a significant
positive impact on financial performance. Kimani (2017) concluded that financial

management practices have little impact on financial performance.



It is observed that there is poor working capital management, financial reporting, assets

management and financial management plans thus hamper financial performance of banking

sector. Judging from the reviewed literature, the background of the study is a developed

market, the sample size is limited and the study period is short. Therefore, the present

research is necessary to address the aforementioned gaps in order to conduct this study to

answer this research problem. Many scholars did on this study with intention of solving

issues related with poor financial management practices that affect financial performance of

financial sectors and the problem persist. It is in that regard that this research was undertaken

to find out the effect of financial management practices and financial performance of

financial institutions in Rwanda focusing on Bank of Kigali Plc as case study.

1.3. Research Objectives

The objective of the study was categorized as general and specific objectives as shown

below:

1.3.1. General Objective

The general objective of this study is to assess the effect of financial management practices

and financial performance of financial institutions in Rwanda.

1.3.2. Specific Objectives

The specific objectives were the following:

i. To determine the effect of financial management plans on financial performance of Bank
of Kigali Plc;

ii. To examine the effect of decision making on financial performance of Bank of Kigali Plc;

iii. To find out the effect of assets management on financial performance of Bank of Kigali
Plc;

iv. To establish the effect of working capital management on financial performance of Bank

of Kigali Plc.



1.4 Research Questions

This research answered the following questions:

I.  What is the effect of financial management plans on financial performance of Bank of
Kigali Plc?

ii.  What is the effect of decision making on financial performance of Bank of Kigali Plc?

iii.  What is the effect of assets management on financial performance of Bank of Kigali
Plc?

iv. What is the effect of working capital management on financial performance of Bank of
Kigali Plc?

1.5 Scope of the study

1.5.1 Time scope

Researchers was emphasize on the records of four years from 2019 up to 2022 because they

are current years and it is easier to the employees of Bank of Kigali Plc to find the related

data more easily and also | took this period of time because of using current situation

information’s.

1.5.2 Geographical scope

This study was conducted at Bank of Kigali Plc as case study. This bank is operating in

whole country and researcher used Bank of Kigali Plc Headquarters which located at

Nyarugenge sector, Nyarugenge district in Kigali city and this geographical location is easy

for me.

1.5.3 Content scope

The study was on the effect of financial management practices and financial performance of

financial institutions in Rwanda. This study focuses highly on Bank of Kigali Plc as one

strong financial institution in Rwanda, operating in the country and which has for a long time

in operation.



This research provided the insight on financial management practices of Bank of Kigali for
financial performance. Meanwhile, they was advised and recommended about what is to be
done to acquire the desired level of financial performance.

1.6 Significance of the study
This study will be great importance to the Researcher, University, Bank of Kigali Plc and

other researchers from Government of Rwanda.

1.6.1 To the Researchers and ULK as a University

Study will serve as tool of reference to future research and advanced studies and to the
community by taking into account the findings and the results and recommendations that

contributes to the thinking of the community.

This research report would be available in University’s library, which will be used by other
researchers who would be interested in this area of research. This study will improve the
researcher’s knowledge on the effect of financial management practices and financial
performance of financial institutions in Rwanda, as researcher, | am motivated to work on
this as module learnt in class that emphasize financial management practices for financial
performance for certain institutions through different activities after achieving this will act as
an important requirement for award of Master’s Degree in Finance and Accounting.

1.6.2 To the Bank of Kigali Plc

The recommendation from the study will use to guide Bank of Kigali Plc on the weaknesses
related with financial management practices so that they can improve accordingly. The study
will be expected to benefit greatly for different private institutions and government bodies for
getting profitability.

1.6.3 To the government and general public

This study will help the people to know about important role played by financial management

practices for financial performance of financial institutions.



The research findings will inspire the government and shade light on how to make relevant
policies regulated with financial management practices to achieve financial institution’s
objectives.

1.7 Structure of the dissertation

Dissertation was organized and presented in five chapters. Chapter one was consisted of
general introduction of the study, Background of the study, problem statement, objectives of
the study, research questions, scope of the study, significance of the study and Organization
of the study. Chapter two presents were composed by introduction, conceptual review,
theoretical review, review of related literature, conceptual frame work. Chapter three deals
with an introduction of research methodology, research design, population and sample size,
sample techniques, measurement of variables, instrument, primary data, secondary data and
limitations of the study. The chapter four: Presentation of findings, this research was ended

with chapter five with general conclusion and suggestions from the findings.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter discusses and reviews similar or related researches and literature published by
other authors’ articles, books, journals, reports and previous dissertations related to the topic
in question and its variables in order to give an insight into the study as well as expressing the
need for this study.

2.1 Conceptual Review

Financial Management practice is termed as a discipline that deals with how organizations
make decisions relating to various financial aspects and the instruments used (Lasher, 2018).
According to Brinckmann et al. (2020), financial management practice is the process of
acquiring financial resources and measures to enhance the financial performance in firms.
Byoun (2019) defined financial management practices as all aspects dealing with money
circulations and money control in all business transactions. It relates to the arrangements and
optimal use of financial resources for current and future opportunities in order to improve
financial operations.

Typical financial management practices employed by organizations include; cash
management, capital budgeting decisions, financial analysis and forecasting and portfolio
management (Marembo, 2018). Working capital management constitutes managing the assets
and liabilities in an organization to ensure that an organization has the required liquidity.
Financial analysis and forecasting practices entails detailed documentation and tracking of all
the business transactions. Financing decisions practices involves how entities plan and
manage the finances; risk management on the other hand ensures that the organization

remains stable even when faced with financial uncertainties.
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These practices do not work as separate entities and ought to be all integrated so as to have a
positive influence on the financial performance. Financial management practices were
measured by cash management practices, budgeting practices and financing decisions
(Byoun, 2019).

2.1.1 Financial management plans

Financial management plan is one phrase that may be used to refer to the process of
managing the financial resources of an organization, as stated by Mange (2013). This term is
one of many that can be used. This process includes accounting, financial reporting,
forecasting, and budgeting, in addition to capital budgeting decisions, which include selecting
whether to lease or purchase assets, as well as deciding whether to issue debt or equity. In
short, this process includes everything from accounting to financial reporting to budgeting.
These many decisions are all a part of the process of capital budgeting. The process of capital
budgeting will serve as the backdrop for every one of these decisions to be made (Fekete, et
al., 2010). In addition to this, he stated that the financial management framework is
composed of the processes, systems, internal controls, and practices that are associated with
the manner in which the division manages its revenues, costs, assets, liabilities, and potential
outcomes. He said this was the case because the framework is made up of the processes,
systems, and practices that are associated with the manner in which the division manages its
financial information. This statement was made in the context of his outlining what the
framework for financial management is. He said that the structure for effective financial
management is comprised of each and every one of these component sections (Fekete, et al.,
2010).

According to Marembo (2018), the components of efficient financial management practices
include the management of capital structure, accounting processes, cash budgeting, working

capital management, management of non-current assets, and risk management methods.
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In addition, effective financial management practices include the utilization of cash flow
forecasting. In addition, effective approaches for financial management and administration
include cash budgeting. The implementation of a cash budget is another one of the effective
strategies of financial management that should be used by firms. Hanafi and Abdul (2015)
offer a detailed explanation that the aim of making choices about one's financial resources is
to acquire cash at the lowest feasible cost. This idea is presented as the motivation for making
decisions regarding one's financial resources. This is the end goal of the process of making
choices about one's financial resources.

They refer to this as the reason why one should give serious consideration to the decisions
that will have an effect on one's financial resources. It is possible to make money for either a
short or a long length of time, and the many sorts of financing that are available correlate to
these two unique time periods. Long-term finance refers to funding for a period of time that is
at least three years in the future, while short-term financing refers to funding for a period of
time that is less than one year in the future. According to Cui, De Jong, and Ponds (2014), in
order to make a financial option, one must first identify when, where, and how much money a
firm needs in order to carry out its operations and earn a profit. This is necessary in order to
make an informed decision. In order to choose the right path of action, it is vital to do this
first. The method of financing that was selected is favorable because it reveals the extent to
which the total assets backed by the loan have an effect on the financial performance of the
firm. This is an important piece of information. This is helpful since the option of financing
provides benefits. The relevance of this piece of information should not be overlooked by
those who are investors.

2.1.2 Decision making

Strategic decision-making processes (SDMPs) play a key role in the success of an

organization and are influenced by various factors which make it a complex process.
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This study aims to explore and critically analyse the nature of the SDMP in Libyan
Commercial Banks and the impact of environmental and contextual aspects on that process.
Many studies stress the importance of DM and the DMP inside organizations. In the context
of this study, the meaning of SD is concerned with the activities that form the process of
making a decision, and is not concerned with the actual implementation of that decision. This
includes activities which contribute to making a decision, which are called the pre-decision
processesl: identifying a decision, gathering and sorting information, and alternative
generation, followed by making the decision. The process of activating a decision, the
implementation stage, is called the post-decision-making processl (Miller, 2016). The
literature on management has emphasized the importance of SD in organizations, whether in
large or small, private or public, as SD is a central and crucial task of managers (Butler,
2017). SDs are the responsibility of top management and they mostly concern the relationship
between an organization and its environment (Nataraajan et al, 2017). Managers may be risk
averse or risk accepting and they may have different attitudes to opportunities based on their
sensitivity to threats in the environment (Heavey et al., 2009). Risk, and its associated cost,
has an influence on SDM (Wilson et al, 2015, p.700). Banking industry evidence suggests
that environmental uncertainty has a 2 significant influence on information and decision
processes in banking (Leblebici and Salancik, 2016).

2.1.3 Assets management

Asset management isthe practice of increasing total wealth over time by acquiring,
maintaining, and trading investments that have the potential to grow in value. Asset
management professionals perform this service for others. They may also be called portfolio

managers or financial advisors.
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2.1.3.1 Concept of Fixed Asset.

Manasseh, ( 2016 ), defines assets as items that are owned by the business and used in course
of its normal activities, rather than being held or produced for sale, those assets that are used,
or more accurately, used up in production are classified as current assets. Examples of non-
current assets are land and buildings, Office equipment, Plant and machinely, Vehicles and
other intangible assets. While some assets, such as land and building, can expect to hold or
even increase their value, others will need to replace in the future. Not only you will need to
plan for this expenditure (preparing cash flow statement may help you to do so), but you will
need to bear in mind that this type of assets are subjected to depreciation (Manasseh, 2016).
There are two types of non-current assets; Tangible Assets and Intangible Assets. An
intangible asset is an asset with no physical folm includes patents, trademarks, copyrights
and royalties Nkoba, (2017), defines assets are those held with intension of being utilize in
the process or earning revenue rather than for the purpose of sale in the ordinary course of
business, such as Plant machinely, Office equipment, Motor vehicle, furniture and fixture.
These assets current repeated at the costs less depreciation. Saleemi, (2019), defines that
assets are those assets held for the purpose of providing a service for the business which owns
it. It is usually held for the relative long period, Examples of assets are land building,
machinery, furniture, and equipment.

Tangible Fixed assets: It includes plant and machinery, fixture and fitting equipment’s, Land
and building. Tangible fixed assets denote that have physical substance. This category is
further grouped in to: Fixed estates subject to depreciations, which include all the tangible
assets excluding land, they have limited useful life. Land, this is not subjects to depreciations
has unlimited telm of existence. Intangible Assets, include patents, copy right, trademark,

goodwill, and leasehold.
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Intangible assets are those assets, which are in operation of the business but have no physical
substance and are assets excluding accounts receivable, Investments Assets, these regarded to
be pelmanent in nature. They include investment in subsidiaiy companies and trade
investments. The cost of assets under historical cost convention is its purchase price or its
productions cost in current in blinging the assets to working conditions, for its intended use
at its intended location.

2.1.3.2 Asset Performance Management

Asset performance refers to a business's ability to take productive resources and manage them
within its operations to produce subsequent returns. Asset performance is typically used to
compare one company's performance over time or against its competition. Asset performance
management is a systematic process of deploying, operating, maintaining, upgrading, and
disposing of assets cost-effectively. The term is most commonly used in the financial sector
to describe people and companies that manage investments on behalf of others. The objective
of Asset Performance Management (APM) is to deliver comprehensive, real-time views of
your organization‘s infrastructure performance, so that you have the ability to drive forward-
looking decisions.

2.1.3.3 Asset Liability Management

Asset liability management, ALM, is defined by different scholars like Gup and Brooks
(2013), Charumathi (2008) defined ALM as a dynamic process of planning, organizing,
coordinating, and controlling the assets and liabilities; their mixes, volume, maturities, yield,
and costs in order to achieve a specified net interest income . In other words, it deals with the
optimal investment of assets in view of meeting current goals and future liabilities. It is
related to the management of the risks associated with liquidity mismatch, interest rates and

foreign exchange movements.



15

Therefore, ALM is concerned with an attempt to match assets and liabilities in terms of
maturity and interest rate sensitivity to minimize interest rate and liquidity risks (Zawalinska,
2019). It is therefore appropriate for institutions (banks, finance companies, leasing
companies, insurance companies, and others) to focus on asset-liability management when
they face financial risks of different types. Asset liability management includes not only a
formalization of this understanding, but also a way to quantify and manage these risks.
Further, even in the absence of a formal asset liability management program, the
understanding of these concepts is of value to an institution as it provides a truer picture of
the risk/reward trade-off in which the institution is engaged (Fabozzi and Kanishi, 2018).
2.1.4 Working capital management

Working capital management refers to the monitoring of the capital available for working and
short term finances (Garrison, 2009). It entails the management of the corporate funds so as
to increase the interest earned through the maximization of investments and reduction of the
interests. This aims to ensure that the organization is able to effectively continue with its
operations while having sufficient flow of cash for both short term and future operation
expenses. Effective cash management thus ensures the timely provision of cash resources
necessary to support the company’s operations.

Hamza et al, (2015) investigated the cash management practices and performance of financial
institutions in Rwanda. The study employed the descriptive cross sectional survey that
allowed the collection of primary quantitative data by the use of structure questionnaires. The
study found that the cash management efficiency had a positive impact in ensuring that the
financial institutions were successful. The study was however compared in an international
setting and thus cannot be compared locally. The current study addressed this through

providing local empirical evidence from financial institutions.
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Oluoch, (2016) conducted a study on the impact of cash management practice on the returns
of the financial institutions. The study was guided mainly by the liquidity theories and hold
that the cash management practices have a positive influence on the performance. The study
took place in financial institutions with the data being collected using questionnaires to the
sampled respondents. Both descriptive and inferential statistics were used in the data analysis.
The study found out that the cash management practices had a significant positive impact on
the performance. This study ascertained the same positive relationship on the financial
institutions.

2.1.5 Performance of financial institutions

There are different views on what performance is. It can be regarded as simply the record of
the achieved outcomes. On an individual basis, it is a record of the person's accomplishment.
Kane (2006) argues that “performance is something that the person leaves behind and that
exists a part from the purpose”. Bernadine et al (2005) said that: "Performance should be
defined as the outcome of work because they provide the strongest linkage to the strategic
goals of organization, customer satisfaction and economic contribution”. Therefore,
performance is the end result of activity. Which measures to select to assess performance
depends on organizational unit to be appraised and the objectives to be achieved. The

following are the key indicators of performances.

To observe how working capital management can affect organizational performance, one
needs to take a look at a company’s cash flows. As Shin and Soenen (2008) state in their
study, a longer cash conversion cycle might indicate that a company’s sales are rising and
that the company can compete by having lax credit policies or high inventories. In the same
perspective, a higher cash conversion cycle can actually hurt a company’s profitability and
sales volume by increasing the time that cash is tied to non-interest bearing accounts such

accounts receivable.
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By shortening the cash conversion cycle, the company’s cash flows will have a higher net
present value because cash is received quicker. In addition, according to Dong (2010) firms’
profitability and liquidity are affected by working capital. Dong (2010) also disclosed that
there exists a negative relationship between profitability, conversion cycle and related
elements which denote that decrease in the profitability occur due to increase in cash
conversion cycle. It is also found that if the number of days of account receivable and
inventories are diminished then the profitability will increase. In the same perspective,
Bloomberg (2007) had proved that a negative relationship exists between dimensions of
working capital component namely, current ratio current asset to total asset ratio current
liabilities to total asset ratio and debt to asset ratio in effect to the firm’s performance. Smith
(2008) was one of the first to study the trade-off between liquidity and profitability in
working capital management. This, however, can according to Shin and Soenen (2008) have
a negative impact on company decisions, as a shorter cash conversion cycle can contribute to
both a better liquidity and higher profitability. So instead of having to make a decision
between liquidity and profitability, a company must usually optimize the link between sales
and finance. As stated earlier, many companies use long credit periods or high inventories as
to enhance sales (Shin & Soenen, 2008) but a lower cash conversion cycle leads to higher
NPV of cash flows. This is thus, de facto, a trade-off between sales flexibility and financial

policies.

2.2.6 Measuring the profitability

The main objective of business is to earn a satisfactory return on the funds invested in it.
Financial analysis helps in ascertaining whether adequate profits are being earned on the
capital invested in the business or not. It also helps in knowing the capacity to pay the interest
and dividend, (Aryeetey, 2015).

It measure the result of business operations or overall performance and effectiveness of the
firm. Some of the most popular profitability ratios are as under: Return on Assets (ROA) is a
type of return on investment (ROI) metric that measures the profitability of a business in
relation to its total assets. This ratio indicates how well a company is performing by

comparing the profit (net income) it’s generating to the capital it’s invested in assets.
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The higher the return, the more productive and efficient management is in utilizing economic
resources. Below you will find a breakdown of the ROA formula and calculation.

The ROA formula is:

ROA = Net Income / Average Assets

or

ROA = Net Income / End of Period Assets

Where:

Net Income is equal to net earnings or net income in the year (annual period), Average Assets
is equal to ending assets beginning assets divided by 2.

Return on Equity (ROE)

Return on Equity (ROE) is the measure of a company’s annual return (net income) divided by
the value of its total shareholders’ equity, expressed as a percentage (e.g., 12%).
Alternatively, ROE can also be derived by dividing the firm’s dividend growth rate by its
earnings retention rate (1 — dividend payout ratio). Return on Equity is a two-part ratio in its
derivation because it brings together the income statement and the balance sheet, where net
income or profit is compared to the shareholders’ equity. The number represents the total
return on equity capital and shows the firm’s ability to turn equity investments into profits.
To put it another way, it measures the profits made for each dollar from shareholders’ equity.

Return on Equity Formula

The following is the ROE equation:

ROE = Net Income / Shareholders’ Equity

ROE provides a simple metric for evaluating investment returns. By comparing a company’s
ROE to the industry’s average, something may be pinpointed about the company’s
competitive advantage. ROE may also provide insight into how the company management is

using financing from equity to grow the business.
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A sustainable and increasing ROE over time can mean a company is good at generating
shareholder value because it knows how to reinvest its earnings wisely, so as to increase
productivity and profits. In contrast, a declining ROE can mean that management is making
poor decisions on reinvesting capital in unproductive assets.

Liquidity ratios

Banks must be capable of meeting their obligations when they fall due. If the depositors or
other lenders do not have confidence that the claims can be met, they will stop depositing or
lending funds to the bank. The acquisition of deposits and other funds is a necessary
condition for the expansion of loans and investments beyond the amount permitted by the use
of equity only. Maintaining adequate liquidity is a key constraint on the bank's profit-making

capacity. Theability to meet liquidity may be provided by:

(i) Holding adequate cash or liquid assets;

(if) Securing an appropriately matching future stream of cash flows from maturing assets;
and/or (iif) Maintaining a diversified deposit base in terms of both maturities and range of
parties, bank and non-bank, which may provide the ability to raise new deposits at reasonable

cost.
Liquidity ratios provide the primary means of judging a bank’s liquidity position.

Norms for liquidity ratios of business firms are possible because their liabilities are
predictable due to their fixed maturities. For banks, there are no universally recognized
liquidity ratios as a large percentage of their liabilities (e.g. deposits) are due on demand.

Nevertheless the following ratios can be used as partial indicators.

Return on Loans

Loans are the important earning asset for the bank. The ratio of interest and fees earned on
loans to total loans is a significant measure of management's ability to price its loan and to
achieve an optimum loan mix.
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Interests and fees earned on loans

Total loans

Earning Assets to Total Assets Ratio: This consists of earning assets (interest-bearing

investments, loans and advances) divided by total assets. It will reveal the extent to which
bank's assets are put into productive use. Investment in equipment and buildings may not

directly generate income but they are important for the bank’s operations.

Earnings assets

D e X 100

Total assets

Loan Loss Provisions to Total Loans Ratio: This ratio will give useful insight into the quality
of a bank's loan portfolio.

Loan loss provisions

et e R X 100

Total loan

2.2. Theoretical Review

2.2.1 Cash Conversion Cycle Theory

According to Gitman (2014), the higher the cash conversion cycle, the better the financial
performance. The cash conversion cycle is important for any business unit because the
business unit may know the amount of cash it needs. The theory of cash conversion cycle
mainly refers to the period of time required for an organization to obtain the raw materials
and cash inflows to operate efficiently. Each element of the business should examine its own
cash conversion cycle, which will allow for improvements as it affects financial performance.
A shorter cycle indicates that the company needs a lot of assets to operate. A short cash

conversion cycle indicates that the business needs a lot of assets to operate.
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A longer exchange cycle indicates higher business development, which means higher future
profits and higher economic performance (Gitman, 2014).

2.2.2 The Contingency Theory

Pike (2016) developed the Contingency theory aimed at explaining various financial
management concepts. The theory holds that there are various contextual factors that
determine how an organization operates. This entails the ordinary investment outcomes
history, professional competency degree and capital budgeting control policy. While the
contextual factors describe why accounting systems vary based on the particular organization,
the theory makes the assumption that organizations do not have similar accounting systems
and thus attain different financial performances. This may be explained by the different
contextual factors surrounding firms. Therefore, resource allocation to financial management
practices should be made while giving consideration to these factors (Pike, 2016).

The theory's proposition to the study is that there are certain financial management practices
that may work well with certain firms but not with others. This is due to the difference in the
corporate settings and external factors. This thus implies that there are no standard financial
management practices to be applied by the companies. Therefore, appropriate financial
management practices should be chosen after evaluating the particular business setting to
ensure it’s appropriate in achieving its intended purpose. A positive influence on the
companies' financial performance will only be attained when a balance is met between the
corporate setting and the financial system operations (Pike, 2016).

2.2.3 Trade-off Theory

The trade-off theory was proposed by Zechner (2019). The theory states that achieving an
optimal level of liquidity is the main goal of any organization. This is mainly because the
company is able to balance the cost of holding cash with the benefits it generates later. The

theory states that a firm's financial policy is more complex when there is external financing,
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which involves asset management and liability provisions. Therefore, a company can make a
profit by weighing the cost of borrowing against making a profit.

In this case, borrowing costs include bankruptcy costs and interest payments. In theory, debt
financing has advantages such as bringing discipline to businesses and deducting taxes. From
the company's debts, it can increase net profit flow, cash flow and thus be a source of
working capital. However, this theory is criticized by other researchers who argue that debt
should not be used indefinitely as it can increase the chances of bankruptcy (Baxter, 2017).
Therefore, the importance of the theory to this study is that it directly links the firm's
financing practices, financial structures such as budgeting and working capital management,
to debt financing. The theory lays the groundwork for further understanding of the impact of
financing practices, such as debt financing, on the performance of financial institutions.
According to this theory, the performance of financial institutions in Bank of Kigali Plc will
largely depend on their financing practices and the efficiency and reliability of their funding
sources.

2.2.4 Modern Portfolio Theory

The modern portfolio theory was developed by Harry Markowitz to explain uncertain futures.
The theory draws a line between portfolio risk and the risk of the whole portfolio (Amenc and
Le Sourd, 2013). Therefore, the efficiency of the portfolio largely depends on a high return
for a particular risk or a certain level of return of a group of lower risk assets. Therefore,
investors may choose to reduce the risk of negative returns by holding a portfolio of diverse
assets, thus avoiding the risk of higher losses (Brealey and Myers, 2013).

Therefore, it is very necessary to measure and integrate the risks associated with companies,
especially those that invest heavily in financial instruments. The theory states that financial
management strategies should work to ensure that risk is managed by diversifying assets in

the event that one fails.
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The theory also provides guidance on how to invest in financial institutions for maximum
returns. According to this theory, all financial management practices, including working
capital management, financing practices and cash budgeting, should complement each other
to promote the financial security and stability of financial institutions, thereby improving the
performance of financial institutions. The modern portfolio theory is used to diversify a
portfolio in order to obtain a better return overall without a bigger risk in the banks. Another
benefit of the modern portfolio theory (and of diversification) is that it reduces volatility.

2.3 Empirical Review

In recent years, the company's activities have attracted wide attention. This is because most
businesses tend to struggle financially. Several studies have been conducted with mixed
results. Oni et al. (2016) conducted a study on the impact of financial performance practices
of Nigerian companies on financial performance. The survey method was used in the study.
The sample of this research is 72 companies. The study used both secondary and primary
data. Research shows that financial performance practices have little impact on financial
performance. Saah (2015) conducted a study on the profitability of companies in the Tamale
region of the capital of Ghana.

The study was conducted with a cross-sectional design and mainly used primary data.
Pearson's correlation coefficient and multiplicative linear regression were used in the
analysis. Research shows that financial management practices such as AlS, investment
financing and working capital management have a positive effect on corporate returns
Mazarol et al. (2015) conducted a study on corporate financial management practices in the
regions of Australia and Singapore. The study surveyed 145 companies that collected data
using primary means. Research shows that firms have formal and informal financial
management practices, but they vary widely. Well-organized financial management practices

improve financial performance.
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However, the study was unable to determine the exact financial management practices in
place or the relationship between the study variables. Rathnasiri (2015) conducted a study in
Sri Lanka on companies in relation to financial management practices adopted in different
areas of business such as managerial education level, size, legal form, leverage and location.
The hypothesized relationship was tested with non-parametric tests, which showed that
variables such as years of operation under existing management and company location do not
determine significant differences in the use of financial management tools and methods. It
follows from the results of the study that the influence of financial management practices on
financial results is not significant. Mureithi (2014) conducted a study on the challenges faced
by Rwandan companies.

Data were analyzed using a descriptive research design and presented using tables and
graphs. The study showed that companies face the following challenges: security, debt
collection, inability to manage the financial system and competition among themselves. It can
be seen that the practice of financial management significantly affects the operation of the
company. Ouma (2015) conducted a study to determine the extent of financial management
practices used by non-listed companies and their impact on growth in Rwanda.

The study collects primary data from different companies by conducting a questionnaire on
the CEOs of the sample companies. The survey found that 45% of companies use internally
generated funds to finance their business, 35% invest in long-term assets, 82% maintain cash
limits, 75% sell products for cash and 92% perform manual inventory accounting. The survey
also revealed that 74% of companies prepare their reports without a qualified accountant,
while 55% of companies do not use a formal accounting system. This means that capacity-
building programs for companies on practical financial management issues need to be put in
place. Bare (2016) conducted a study on the adoption of accounting standards in Kenya and

their impact on financial performance of listed companies.
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The sample size is 8 listed companies and stratified sampling and simple sampling are used
for selection. The study used questionnaires for data collection and Cronbach's a coefficient
was used for reliability testing. Organized data were analyzed using inferential and
descriptive statistics in conjunction with the Statistical Package for Social Research, 21st
edition. The relationship between the adoption of financial accounting standards and its
impact on the financial performance of manufacturing companies was determined using
multiple regression models. The findings of this study show that there is no significant
relationship between the adoption of financial accounting standards and the financial
performance of Rwanda.

However, the study does not confirm the existence of other financial management practices in
non-SOEs. Farhatali (2017) conducted a study on the impact of strategic financial
management on businesses in Nairobi. Research shows that business managers believe that
inventory and cash flow (WC) management affects the profitability and risk of their business.
Business leaders in Rwanda use sound intuition to assess the viability of investment
opportunities, but most of them lack the capital to expand and grow their businesses.
However, business leaders in Nairobi do not invest in long-term projects and investment
opportunities because they lack the means (access to capital) to use technology in their
businesses; they do not take risks because they lack sufficient funds to support the business in
case of failure. However, the study was unable to fully determine the relationships that
existed between the variables studied.

2.3.1 Research Gap

Empirical evidence on the relation between assets management and performance is mixed,;
that is, the effect of assets management on performance has been found to be positive,
negative, or insignificant. Raei, Tehrani and Farhangzadeh (2015) studied the relationship

between investment strategy.
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Assets management, performance and risk of firms listed in financial institutions. Assets
management was measured by Herfindahl index while return on equity was the only
performance measure used. The study adopted the appropriate significant model with random
effects after carrying out Hausman test. It was noted that a positive relationship exists
between financial management practices and return on equity. However, it was established
that the relationship between assets management and performance of firms is insignificant at
95% confidence level.

Igbal, Hameed and Qadeer (2016) studied the impact of financial management practices on
performance of manufacturing companies listed at Karachi, Lahore and financial institutions.
The findings of the study indicate no positive relationship between assets management and
firms’ performance. Multiple comparisons showed that on average performance of companies
at different levels of assets management is not same in terms of return on assets. Highly
investing and less investing firms in assets management perform somehow equally as
compared to moderately diversified firms based on return on assets. However, all three
classes did not show much difference in performance according to their classes based on
return on equity and market return as the results were insignificant.

Financial performance can be defined as a subjective measure of how well a firm can use
assets from its primary mode of business and generate revenues (Ozcan, 2016). Further this
term is used as a general measure of a firm's overall financial health over a given period of
time, and can be used to compare similar firms across the same industry or to compare
industries or sectors in aggregation (Agyemang-Mintah, 2017). The recommended measures
for financial analysis that determine a firm’s financial performance are grouped into five
broad categories: liquidity, solvency, profitability, repayment capacity and financial

efficiency.
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Liquidity measures the ability of the farm business to meet financial obligations as they come
due, without disrupting the normal, ongoing operations of the business. Liquidity can be
analyzed both structurally and operationally. Structural liquidity refers to balance sheet
measures of the relationships between financial management practices and operational
liquidity refers to cash flow measures (Goldmann, 2016). A frequent cause of liquidity
problems occurs when debt maturities are not matched with the rate at which the business
assets are converted to cash. Return on sales reveals how much a company earns in relation to
its sales, return on assets determines an organization's ability to make use of its assets and
return on equity reveals what return investors take for their investments. The advantages of
financial measures are the easiness of calculation and that definitions are accepted
worldwide. Traditionally, the success of a processing firm or any company has been
evaluated by the use of financial measures (Tangen, 2013).

2.4 Conceptual Framework

A conceptual framework is a diagrammatical research tool intended to assist the researcher to
develop awareness and understanding of financial management practices and financial
performance of financial institutions in Rwanda from this study. It can be defined as a set of
broad ideas and principles taken from relevant fields of enquiry and used to structure a
subsequent presentation. The interconnection of these blocks completes the framework for
certain expected outcomes. An independent variable is one that is presumed to affect or
determine a dependent variable. It can be changed as required, and its values do not represent
a problem requiring explanation in an analysis, but are taken simply as given. The
fundamental aim of financial management practices is to generate a perspective on the way in

which critical issues related to financial performance of financial institutions in Rwanda.



28

Independent Variables Dependent Variable

Financial Management Practices

Financial management plans

Planning & Controlling

Organizing

Decision-Making

Implementation Financial Performance

Dividend decisions

i. Return on Asset

ii. Return on Equity

Assets Management iii. Liquidity ratios

_ . Return on Loans
Fixed income —> iv. Earning assets
Equities Loan Loss provisions

Working Capital Management

Accounts receivable 5

Accounts payable

Figure 2. 1: Conceptual framework

Source: Researcher, 2023

In this concept framework of this study’’ Financial management practices is the predictor
variable or Independent Variable while the dependent variable is ’on financial performance of
Bank of Kigali Plc. This conceptual framework, presents the study of variables and their
components that are used to guide the investigation leading to study findings. The framework
is based on the Dependent Variable for financial performance of Bank of Kigali Plc measured

by Return on Asset and Return on Equity.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter tries to explain how the study was conducted. It is made up of methods,
techniques of data collection, source of information and approaches both qualitative and
quantitative that was used in the study. For any research carried out, the choice of methods
and techniques to be used should depend on the objectives and purpose it has. Thanulingmom
(2007) defined methodology as the set of methods and principles that was used when
studying a particular kind of work. It provides description of research design, the sample
design, data collection procedures and instruments. Bailey, (2010) defined as philosophy of
research that includes the assumptions and value which serves as rationale for this research
and criteria the researcher uses for data interpretation and reaching data conclusion.

3.1 Research Design

A research design refers to the plan of action the researcher intends to use to answer the
research questions formulated out of specific objectives of the study. It includes all the steps
to be followed by the researcher from the point of coming up with a research proposal to the
final point of analyzing the data in the questionnaires (Sukamolson, 2007). Odoh and
Chinedum (2014), define a research design as an arrangement aimed at providing answers to
the research questions raised in the study.

This study was descriptive research with Bank of Kigali Plc as case study using the survey
method. According to Odoh and Chinedum (2014), a case study was describe and analyze the
effect of financial management practices and financial performance of financial institutions in

Rwanda, assuming that the researcher can acquire knowledge regarding the subject under
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review to descriptive research design of a single case. It is a qualitative analysis that involves
careful observation of a situation.

3.2 The Population of the study

Population is the people from which the researcher can obtain information. Sarah (2012) said
that population is a group of people of organization, objects or events, about which the
researcher wants to, draw a conclusion. Thus, the researcher has the total number of 174
populations as employees of Bank of Kigali Plc Headquarters.

3.3 Sampling

Creswell, (2004) said that a sample design is a definite plan for obtaining a sample from a
given population. It refers to the technique or the procedure the researcher would adopt in
selecting items for the sample. Sample design may as well lay down the number of items to
be included in the sample i.e., the size of the sample.

Sample design is determined before data was collected. There are many sample design from
which a researcher can choose. Some design is relatively more precise and easier to apply
than others. Sample design is the set of methods and procedures to be used in collecting and
analyzing measures of the variables specified in the problem research.

3.3.1 Sample Size

There are many ways of calculating sample size, but the researcher need to calculate the
necessary sample size for a different combination of levels of precision, confidence, and
variability. Due to the information needed, the researcher decided to use all population as

simple size thus simple was 174 respondents.
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3.4.2 Sampling technique

Universal sampling

As all population was a sample size. The sample was, therefore, be made of number the staff
and employees of Bank of Kigali Plc Headquarters respondents who was involved in
interaction with researcher.

3.4 Data Collection Methods and Tools

Data is facts or things certainly known and from which conclusions may be made. The main
sources of data collection referred to when conducting this study was used primary and
secondary sources of data. For the purpose of this research, and in order to achieve the
objectives data was collected and both primary and secondary data was used to perform the
study. The survey questionnaire was used as the main data collecting instrument and the
secondary data was gathered from books, research articles and appropriate websites that are
relevant to this study.

3.4.1 Research Tools

The secondary data was contributed toward the formation of background information, needed
by both the researcher in order to build constructively the project and the reader to
comprehend more thoroughly the survey outcome. Primary data was collected using the
questionnaire of multiple choice questions, open-end and open question (where clear and
simple answers were required). This decision was based upon the type of information to be
collected and the proposed manner of data collection, as well as the time frame allotted for
the study, and the cost considerations of the research project.

3.4.1.1 Questionnaires

A questionnaire was research instrument consisting of a series of questions and other prompts
for the purpose of gathering information from respondents. Although they are often designed

for statistical analysis of the responses.
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In order to obtain responses and views of respondents towards the research, questionnaires
were distributed amongst respondents. In view of this, (Teresa, 2012) portrays that
“questionnaires are a set of related questions developed from hypothesis, objectives of the
research study”, in her book introduction to research methodology. In this research, the
researcher used questionnaires to collect the information related to research topic.
Questionnaires were both closed and open ended questions.

The closed ended questions require simple answers from the respondents open ended
questions require respondents to give fully their opinions and views regarding questions
being asked in the study. Likert scale was used to measure perception of respondents where
there are strongly agree (SA), agree (A), neutral (N), disagree (D) and strongly disagree (SD)
This method was adopted because it is free from bias of the interviewer, interview questions
for the students and answers are in the respondent’s own words. Respondents have adequate
time to give out answers, and furthermore, the respondents who are not easily accessible can
also be reached at their convenient time.

3.4.1.2 Documentation Method

In collecting secondary data, the researcher used documentation review method. This is the
data collection process that was based on reading textbooks, documents and other sources
which include internet, report, newspapers, journals, government papers and the dissertations
with information relating to accounting information system and practices.

3.5 Validity and Reliability Test

Mugenda & Mugenda (2008), emphasized that reliability is done by using Cronbach’s Alpha
Model on SPSS and that consistency gives reliable results or data after repetitive trials.
Reliability is the consistency of measurement, or the extent to which an instrument measures
the same method every time it is used under the same circumstance with the similar subject

(Bryman, 2015).
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The questionnaire's reliability was statistically measured by using Cronbach's alpha as a
measure of internal consistency. Should the Cronbach’s Alfa coefficient be > 0.7, then the
instrument was considered reliable. This was developed by Lee Cronbach in 1951 for the
uniformity of a test or scale, and normally expressed as a number between 0 and 1. The
following equation applies. Equation (Cronbach, 1951)

N.C
o0 =
V+(N-1).C

Where N is equal to the number of items, C is the average inter-item covariance among the
items and V equals the average variance.

Table 3. 1: Reliability statistics

Cronbach’s Alpha N of Items

891 40

After conducting a pilot study at Equity Bank the researcher found out that the Cronbach’s
Alpha coefficient was 0.891 which is greater to the 0.7; therefore, based on results of pilot
study the questionnaire was reliable to provide needed information by researcher.

3.6 Data processing

The data collected was processed and analyzed. This involved data coding, editing and
tabulation especially quantitative data. The purpose of all these is to make the information
clear and understandable for other people.

3.6.1 Coding

To ensure that all answers are coherently and logically recorded to provide consistent
information in order to facilitate the understanding of phenomenon and cross check the data
collected, the process of editing and coding was considered. The responses to the
questionnaire were analyzed descriptively and reported as frequency of responses and

percentages and later is analyzed and interpreted using tables.
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3.6.2 Editing

The editing helps the researcher to examine data, detect any errors and omission, and to
correct them where possible. This was done through checking, inspection, correcting and
modifying collected data to ensure the completeness, accuracy, uniformity and
comprehensiveness.

3.6.3 Tabular Presentation

Tabular presentations were used for presentation of data inform of frequency and
percentages. The graphs indicate the number of occurrence of responses to particular
questions statically. The data and the presentations were in form of tables and graphs.
Graphical presentations gives clear understanding of the research interpretations for clear and
easy understanding of the phenomenon studied.

3.7 Methods of data analysis

Data collected was analyzed using descriptive statistics because the data obtained in this
study was quantitative. It was used correlations and regression analysis. According to Quang
and Hong (2009), quantitative data are observations measured on a numerical scale. Results
collect also was entered into the statistical analysis. This analysis indicated variations of the
response in the sample, response to the various questions and variations among different
groups. Presentation of the results and findings were in terms of tables. Qualitative analysis
techniques were used. The Qualitative analysis techniques were complemented with some
statistics that was mainly obtained from the secondary data that was obtained through
documentary analysis from the case study organization.

3.7.1 Descriptive statistics

Descriptive statistics is a set of statistical methods, measures, or techniques used to
summarize groups of numbers. They consist into two categories of measures including

measures of central tendency and measures of variability.



35

The descriptive statistics cover the calculation of means, median, mode, skewness,
frequencies and standard deviation. The common descriptive statistics can use table and they
can be displayed graphically, or pictorially. In this research, descriptive analysis was carried
out using statistical package of social sciences (SPSS).

3.7.2 Inferential statistics

Where there correlation analysis, regression analysis and model

Y= Bo+f,X + PoXot BsXs + BaXs +¢

Where Y= Financial performance of financial institutions

X is financial management practices

Bo= Constant

B1X4= Coefficient of estimation

X1= Financial management plans

X,= Financial reporting

X3= Assets management

X4= Working capital management

3.8 Limitations

Some journal articles and books were needed and to be purchased online. This is a barrier to
getting access to all the required information. The researcher also faced a barrier on the
unavailability of respondents where some of the selected respondents were not available
during the period of data collection, as some were absent because of a lot of duties assigned.
Through self-sacrifice and a lot of effort, however, the researcher was able to complete this

research in a timely manner.
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3.9. Ethical consideration

This study was conducted in a good manner while considering personal values. A researcher
only dealt with the subject matter where as she observes and keeps all issues outside the study
at the field. The responsibility of ensuring that a respondent was respected, thus personal
matters were avoided to the great extent, and the information provided by the interviewees

were used for research purposes.
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CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSION

4.0 Introduction

This chapter includes mainly demographic characteristics of respondents and data analysis
which begins with the general information like age, gender, level of education and working
experience. The chapter also talks about presentation of research findings whereby each
objective is addressed by the analysis. The data collected were analyzed in an attempt to
measure the effect of financial management practices and financial performance of financial
institutions in Rwanda the analysis was made according to responses from designed questions
to the respondents of Bank of Kigali Plc.

4.1. Characteristics of Respondents

The research was carried out at Bank of Kigali Plc, the respondent’s personnel information
was looked at in terms of gender, marital status and level of education.

4.1.1 Gender of the respondents

The respondents were required to mention their genders, male or female.

Table 4. 1: Gender of the respondents

Gender N° of Respondents Percentages
Male 85 48.8%
Female 89 51.1

Total 174 100

Source: Primary data, (2023)
Table 4.1 shows that, 48.8% of the respondents were male and 51.1% female. This implies

that the view collected in the research is relatively free of gender bias since view of both

males and female were considered at Bank of Kigali Plc.
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4.1.2 Age of respondents
The age of respondents obtained from the study was shown as below:

Table 4. 2: Shows the age of the respondents

Age of respondents N° of Respondents Percentages
21- 30 years 92 52.8%
31-40 vyears 46 26.4%

41- 50 years 22 12.6%

51 years and above 14 8%

Total 174 100%

Source: Primary data, (2023)

The findings in the Table 4.2 indicated that 92 respondents (52.8%) have between 21-
30years, 46 respondents (26.4%) have between 31- 40 years, 22 respondents (12.6%) have
between 41- 50 years while 14 of respondents with 8% have 51 years and above. Implies that
the data was obtained mainly from responsible and credible respondents hence its reliability.
4.1.3 Respondents by their level of education

The response about the education level of the respondents was presented in the table below:

Table 4. 3: Shows level of education level of respondents

Education level N°. of respondents Percentage (%)
A level 60 34.4%
Bachelor’s Degree 87 50%

Master’s Degree 27 15.5%

Total 174 100%

Source: Primary data, (2023)
The findings in the Table 4.3 show that 60 of respondents with 34.4% has A level, 87 of
respondents with 50% has bachelor’s degree while 25 of respondents with 15.5% has

master’s degree.
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This implies that data for the study was obtained from the respondents who educated, this
shows the reliability of data obtained and also educational background of BK employees
helps in achieving institution objectives.
4.1.4 Occupation at Bank of Kigali Plc

Table 4. 4: Shows the occupation of respondents

Occupation N° of Respondents Percentages

Finance& Accounting 50 28.7
Loan officers 16 9.1
Quality Assurance 10 5.7
Human Resource 9 5.1
Legal Officers 10 5.7
Marketing& Sales officers 30 17.1
Logistics 9 5.1
Tellers 40 22.9
Total 174 100

Source: Primary data, (2023)
From the findings in table 4.4 shows that 50 of respondents with 28.7% are working in

Finance& Accounting at Bank of Kigali Plc, 16 of respondents 9.1% are Loan officers at
Bank of Kigali Plc while 10 of respondents with 5.7% are Quality Assurance at Bank of
Kigali Plc, 9 of the respondents with 5.1% are human resource, 10 of respondents with 5.7%
are Legal Officers at Bank of Kigali Plc, 30 of respondents with 17.1% are Marketing& Sales
officers at Bank of Kigali Plc, 9 of respondents with 5.1% are Logistics at Bank of Kigali Plc
while 40 of respondents with 22.9 % are Tellers at Bank of Kigali Plc This implies that

majority of respondents are bank’s daily activities.
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4.1.5 Working Experience in Bank of Kigali Plc

Table 4. 5. Shows working experience in Bank of Kigali Plc

Period N. of respondents Percentages
1 - 3years 88 50.5%

4— 6 years 61 35%

7 —10 years 16 9.1%

11 years and above 9 5.1%

Total 174 100%

Source: Primary data, (2023)

In the Table 4.5, it is shown that 88 of respondents (50.5%) have between 1 - 3 years in
service, 61 of respondents (35%) have between 4-6 years in service, and 16 of respondents
(9.1%) have 7 — 10 years in service while 9 of respondents with 5.1% have 11 years and
above. The implication of these findings is that there are people who are experienced with
Bank of Kigali Plc and employees are experienced with Bank of Kigali Plc environment
which help them to achieve its goals.

4.2 Presentation of Findings Related to the Research Objectives of the Study

This section showed the perceptions of the respondents based on the following objectives and
research questions: The specific objectives of this study is to determine the effect of financial
management plans on financial performance of Bank of Kigali Plc; to examine the effect of
financial reporting on financial performance of Bank of Kigali Plc; to find out the effect of
assets management on financial performance of Bank of Kigali Plc and to establish the effect

of working capital management on financial performance of Bank of Kigali Plc.
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4.2.1 Perceptions of the respondents on financial management plans on financial
performance of Bank of Kigali Plc
Table 4. 6: Shows perceptions of respondents on financial management plans on

financial performance of Bank of Kigali Plc

Indicators SD D N A SA Total  Frequency

Mean  SD
A financial Frequency 0 0 12 78 84 174 4.67 0.543
plan

canhelp percontage 0% 0%  6.4%  44.8%  482%  100%
bank of

Kigali Plc to
create  an
investment
portfolio

Managing Frequency O 6 20 78 70 174 4.43 0.725
liquidity, or

ready Percentage 0% 3.4% 11.4% 48.8%  402%  100%
access to

cash,

financing

large

purchases

for

financial

performanc

e of Bank

of Kigali

Plc

It is used Frequency O 2 19 81 72 174 4.21 0.966
to measure
Bank of
Kigali Plc
overall
financial
health over
a given
period of
time

Percentage 0% 1.1% 10.9% 46.5% 41.3% 100%

SD = strongly disagree, D= disagree, N= Not sure, A= agree, SA= strongly agree.
Source: Primary Data (2023)

Table 4.6 for each indicator shows the percentage and frequency shows the mean and
standard deviation of the responses elicited from the respondents. The findings show that

financial plan can help bank of Kigali Plc to create an investment portfolio.
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None of the respondents neither disagreed nor strongly disagreed that financial plan can help
bank of Kigali Plc to create an investment portfolio. The neutral responses comprised of
12(6.4%), 78(44.8%) respondents agreed that financial plan can help bank of Kigali Plc to
create an investment portfolio while 84(48.2%) strongly agreed that financial plan can help
bank of Kigali Plc to create an investment portfolio, with a mean of 4.67 and standard
deviation of 0.543 as shown on that financial plan can help bank of Kigali Plc to create an
investment portfolio.

It further depicts that 6(3.4%) of the respondents disagreed and were 20 (11.4%) neutral with
the statement that managing liquidity, or ready access to cash, financing large purchases for
financial performance of Bank of Kigali Plc, 78(48.8%) agreed while 70(40.2%) strongly
agreed, with a strong mean and standard deviation of 4.43 and 0.725 respectively. From the
tables, 2(1.1%) of the respondents disagree that managing liquidity, or ready access to cash,
financing large purchases for financial performance of Bank of Kigali Plc, 19(10.9%) are
neutral, 81(46.5%) of the respondents each agreed and 72(41.3%) strongly agreed that
managing liquidity, or ready access to cash, financing large purchases for financial
performance of Bank of Kigali Plc.

Furthermore, none of the respondents strongly disagreed with the statement, 2 of respondents
with 1.1% are disagree that it is used to measure Bank of Kigali Plc overall financial health
over a given period of time, 19 of respondents with 10.9% are neutral with the statement, 81
of respondents with 46.5% are agree that it is used to measure Bank of Kigali Plc overall
financial health over a given period of time while 72 of respondents with 41.3% are strongly
agree that it is used to measure Bank of Kigali Plc overall financial health over a given period
of time with a mean of 4.21 and standard deviation of 0.966 which shows that it is used to

measure Bank of Kigali Plc overall financial health over a given period of time.
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4.2.2 Perceptions of the respondents on decision making for financial performance of

Bank of Kigali Plc

Table 4. 7: Perceptions of respondents on decision making for financial performance of

Bank of Kigali Plc

Indicators

SD

SA

Total Frequency

Mean SD

Decision-
making in
the
banking
institutions
help
people
weigh
options and
make
informed
choices for
their
financial
situations

Frequency

The Frequency
financial
decision-
making
involves
identifying
financial
goals,
gathering
relevant
informatio
n,
analyzing
data,
developing
alternative
solutions
for
financial
performanc
e of Bank
of Kigali
Plc

Percentage

Percentage

0%

0%

0%

1%

0%

5.1%

76
43.6%

75
43.1%

98
56.3%

81
46.5%

174 441 0.815
100%

174 4.26 0.958
100%
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Decision- Frequency 0 0
making Percentage 0% 0%
provides

financial

perspective

and

expertise

that bank

needs to

make

profitable

business

decisions

consistentl

y

7
4%

78
44.8%

89
51.1%

174
100%

4.01

.040

SD = strongly disagree, D= disagree, N= Not sure, A= agree, SA= strongly agree.

Source: Primary data (2023)

Table 4.7 for each indicator shows the percentage and frequency shows the mean and

standard deviation of the responses elicited from the respondents. The findings shows that the

174 respondents, table 4.7 show that 98(56.3%) strongly agreed and 76(43.6%) agreed that

decision-making in the banking institutions help people weigh options and make informed

choices for their financial situations. Most of the respondents witnessed that decision-making

in the banking institutions help people weigh options and make informed choices for their

financial situations with strong mean and standard deviation of 4.41 and 0.815 respectively,

implies that decision-making in the banking institutions help people weigh options and make

informed choices for their financial situations.

Most of the respondents also confirmed that the financial decision-making involves

identifying financial goals, gathering relevant information, analyzing data, developing

alternative solutions for financial performance of Bank of Kigali Plc as it can be seen

from table 4.7 where 9 of respondents with (5.1%) are disagreed and neutral with the

statements, 75 (43.1%) agreed and 81(46.5%) strongly agreed that the financial decision-

making involves identifying financial goals, gathering relevant information, analyzing

data, developing alternative solutions for financial performance of Bank of Kigali Plc with

strong mean and standard deviation of 4.26 and 0.958 respectively.
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Decision-making provides financial perspective and expertise that bank needs to make

profitable business decisions consistently with 89(51.1%) are strongly agreed and agree

78(44.8%) all show that some of the respondents are neutral 7(4%) respectively. The strong

mean and standard deviation of 4.01 and 1.040 respectively, further shows that Decision-

making provides financial perspective and expertise that bank needs to make profitable

business decisions consistently.

4.2.3 Perceptions of the respondents on assets management for financial performance of

Bank of Kigali Plc

Table 4. 8: Perceptions of respondents on assets management for financial performance

of Bank of Kigali Plc

Indicators SD D N A SA Total Frequency
Mean SD
Asset management Frequency O 0 18 64 92 174 4.26 0.855
describes 10.3%
managing money Percentage 0% % 36.7% 52.8%  100%
of Bank of Kigali
Plc
It develops and Frequency O 10 16 60 88 174 4.22 0.039
execute investment
strategies that Percentage % 57% 9.1% 34.4% 50.5% 100%
create value of
Bank of Kigali Plc
for the clients
Asset management
enables Bank of Kigali  preqiency 0 5 14 80 75 174 401 0.126
Plc to maximize the
Percentage % 28% 8% 45.9% 43.1%  100%

value of the assets

throughout

different stages of the

asset lifecycle

Source: Primary data (2023)

Table 4.8 for each indicator shows the percentage and frequency shows the mean and

standard deviation of the responses elicited from the respondents. The findings shows that the

174 respondents, that 92(52.8%) strongly agreed and 64(36.7%) agreed that asset
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management describes managing money of Bank of Kigali Plc, 18(10.3%) neutral and none
of strongly disagreed to this fact and disagreed with the statement. The strong mean and
standard deviation of 4.26 and 0.855 respectively, implies that asset management describes

managing money of Bank of Kigali Plc.

It develops and execute investment strategies that create value of Bank of Kigali Plc for the
clients as it can be seen where 60 (34.4%) agreed and 88(50.5%) strongly agreed that it
develops and execute investment strategies that create value of Bank of Kigali Plc for the
clients, 10 of respondents with 9.1% are neutral the statement while 10 of respondents with
5.7% are disagree. The strong mean and standard deviation of 4.22 and 0.039 respectively,
implies that it develops and execute investment strategies that create value of Bank of Kigali
Plc for the clients.

Asset management enables Bank of Kigali Plc to maximize the value of the assets throughout
the different stages of the asset lifecycle, 75(43.1%) are strongly agreed and agree 80(45.9%)
all show that some of the respondents are neutral on 14 (8%) and 5(2.8%) are disagreed
respectively. The strong mean with standard deviation 4.01 and 0.126, further shows that
asset management enables Bank of Kigali Plc to maximize the value of the assets throughout

the different stages of the asset lifecycle.
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4.2.4 Perceptions of the respondents on working capital management for financial

performance of Bank of Kigali Plc

Table 4. 9: Perceptions of Respondents on working capital management for financial

performance of Bank of Kigali Plc

Indicators

SD D N A

SA

Total

Frequency

Mean

SD

Working
capital
management
is to minimize
the cash
conversion
cycle at Bank
of Kigali Plc

Working
capital
management
helps a bank
to make
effective use
of the
current
assets and
optimize
cash flow at
Bank of
Kigali Plc

It indicates
for the future
plan during
their  daily
activities and
ensure that
bank has
enough cash
to meet
short-term

obligations

of Bank of
Kigali Plc

Frequency 0 6 0 89
Percentage % 34% % 51.1%

Frequency 0 5 5 73
Percentage % 28% 2.8% 41.9%

Frequency 0 2 10 72
Percentage % 11% 57% 41.3%

79
45.4%

91
52.2%

90
51.7%

174 471
100%

174 4.54
100%

174 3.77
100%

0.526

0.696

1.264

Source: Primary data (2023)

Going by table 4.9, none of the respondents strongly disagreed or were neutral on working

capital management is to minimize the cash conversion cycle at Bank of Kigali Plc,

6(3.4%) of the respondents disagree, 89(51.1%) agree while 79(45.4%) strongly agreed

that working capital management is to minimize the cash conversion cycle at Bank of
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Kigali Plc. The mean and standard deviation from the table is 4.71 and 0.526 respectively
showing that the responses are heterogeneous and strong. This goes further to show that
the respondents are adequately.

From table 4.9, none of the respondents strongly disagreed with the statement, but 5(2.8%)
disagreed, 5(2.8%) is neutral with the statement, 73(41.9%) agreed that working capital
management helps a bank to make effective use of the current assets and optimize cash
flow at Bank of Kigali Plc. Working capital management helps a bank to make effective
use of the current assets and optimize cash flow at Bank of Kigali Plc while 91(52.2%)
strongly agreed with a strong mean of 4.54 and standard deviation of 0.696 as seen from
table 4.9.

None of the respondents strongly disagreed with the statement. Out of the 174 respondents,
from tables 4.8, 2(1.1%) are disagreed with the statement, 10(5.7%) are neutral with the
statement, 72(41.3%) agreed to this and 90(51.7%) strongly agreed that it indicates for the
future plan during their daily activities and ensure that bank has enough cash to meet short-
term obligations of Bank of Kigali Plc with a strong mean of 3.77 and standard deviation of
1.264 which implies that a small percentage of the respondents confirm the statement.

4.2.5 Level of financial performance of Bank of Kigali Plc

4.2.5.1 Loan to deposit ratio

To calculate the loan-to-deposit ratio, divide a bank’s total amount of loans by the total
amount of deposits for the same period. The loan to deposit ratio is used to calculate a
lending institution's ability to cover withdrawals made by its customers. A lending institution
that accepts deposits must have a certain measure of liquidity to maintain its normal daily

operations.
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Table 4. 10: Loan to deposit ratio

RATIO 2019 2020 2021 2022
Loan (1) 603,336,043 790,200,499 990,267,321 1,134,500,000
Deposit (2) 562,415,535 750,432,439 974,500,000 1,075,200,000
Loan to deposit 1.07 1.05 1.01 1.05
Percentage 107% 105% 101% 105%

Source: Bank of Kigali Plc, Annual Report 2019-2022

From 2019-2022 loans to deposit ratio were the following 107%, 105%, 101% and 105%
respectively years. As the standard of central bank which indicates that loan to deposit ratio
should not exceed 80% and the results above shows that Bank of Kigali Plc has a special case
because to offer a loans does not depend on deposit of their customers, most time Bank of
Kigali Plc offer loans depend to the plan and achieved of it. The loan-to-deposit ratio (LDR)
is used to assess a bank's liquidity by comparing a bank's total loans to its total deposits for
the same period. The LDR is expressed as a percentage. If the ratio is too high, it means that

the bank may not have enough liquidity to cover any unforeseen fund requirements.

4.2.5.2 Return on Assets (ROA)

The basic formula for ROA is to divide a company's net income by its average total assets,
and then multiply the result by 100 to convert the final figure into a percentage. ROA
measures the overall profitability of assets in terms of income earned on each franc invested
in asset. ROA a measure of bank’s profitability, equal to a fiscal year's earning divided to its

total assets.

ROA= Net income

Average Total Assets
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Table 4. 11: Return on Assets

Formula 2019 2020 2021 2022

Net Income 46,360,210 51,762,974 51,900,000 59,700,000
Total

average 907,813,366 1,167,008,900 1,590,372,983 1,854,000,000
asset

ROA 0.051 0.044 0.032 0.032
Percentage 5.1% 4.4% 3.2% 3.2%

Source: Bank of Kigali Plc, Annual Report, 2019-2022

Return on assets (ROA) is a financial ratio that measures the profitability of a business in
relation to its total assets where by 5.1% in 2019, 4.4% in 2020, 3.2% in 2021 while 3.2% in
2022. Therefore the return on asset was kept increasing except in 2021 where fallen down
from 5.4% to the 4.2% due to the covid-19 pandemic effects.

4.2.5.3 Return on equity (ROE)

ROE measures the rate of return on the ownership interest of the common stock owners. It
measures a firm's efficiency at generating profits from every unit of shareholder's equity.
ROE shows well how firm uses investment funds to generate earning growth. This ratio is

potential for investor to know return for them and to know if they are able to reinvest.
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Table 4. 12: Return on Equity
ROE is calculated by comparing the proportion of net income against the amount of
shareholder equity. It is calculated as:

ROE = Net Income / Shareholders' Equity

Formula 2019 2020 2021 2022
Net income 46,360,210 51,762,974 51,900,000 59,700,000
Total Equity 199,015,795 231,273,399 285,700,114 319,100,000
ROE 0.23 0.22 0.18 0.18
Percentage 23% 22% 18% 18%

Source: Bank of Kigali Plc, Annual Report 2019-2022

During the research period from 2019-2022, ROE ratio are the following: there is 23% in
2019 and 22% in 2020, 18% in 2021 while 18% in 2022, This shows that there is a contents
return on equity in 2019 decrease in 2020 on rate of 1% due to the covid-19 pandemic and
remarkably constant rate on rate of 18% in 2021 and 2022.

4.3 Correlations analysis between financial management practices and financial
performance of financial institutions

Correlation was conducted between independent and dependent variables. The aim was to
establish the nature and strength of relation between the independent and dependent
variables. Correlation refers to a technique used to measure the relationship between two or
more variables. When two variables are correlated, it means that they vary together. Positive
correlation means that high values on one variable are associated with high values on the
other and that low values on one are associated with low values scores on the other (Kavale,
2017). In the interpretation of correlation the sign of the correlation coefficient means either a
positive or negative correlation coefficient. The positive correlation coefficient means that the
variables move in the same direction, while negative correlation means variables move in

opposite directions.
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The correlation significance is indicated by a probability value of less than 0.05 or 0.01.This

means that the probability of obtaining such a correlation coefficient by chance is less than

five times out of 100 or is less than one times out of 100, so the result indicates the presence

of a relationship.

Table 4. 13. Correlations between financial management practices and financial

performance of financial institutions

Financial
Financial
management performance
practices
Spearman’s rho Financial Corre!a'_uon 1,000 993"
management Coefficient
practices Sig. (2-tailed) .000
N 174 174
Financial Corre!a’_uon 993" 1.000
performance Coefficient
N 174 174

*. Correlation is significant at the 0.05 level (2tailed).

Source: Primary data (2023)
Legend:

[-1.00 - 0.00 [: Negative correlation;

[0.00 - 0.25 [ : Positive and very low correlation;
[0.25-0.50 [ : Positive and low correlation;
[0.50 - 0.75[ : Positive and high correlation and

[0.75-1.00] : Positive and strong correlation.

The variation of Spearman Coefficient correlation is between -1 and 1. Spearman Coefficient

correlation has significance when it is equal or greater than 0.01. According to the research,

the correlation of 0.993 (91.4%) is located in the interval [0.75 - 1.00] categorized as positive
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and strong correlation. As the significant level is at 0.01 (1%), the p-value of 0.000 (i.e.
0.0%) is less than 1%. This leads to confirm that there is significant relationship between

financial management practices and financial performance of financial institutions.

4.3.1. Multiple linear regression analysis

Multiple linear regression analysis was carried out to found out the effect of the independent
variables (financial management practices) on the dependent variable (financial performance
of Bank of Kigali Plc). Multiple Linear regressions were computed at 95 percent confidence
interval to establish the relationship between independent variables and dependent variables.
Based on the model summary, the coefficient of determination (R squared) shows the overall
measure of strength of association between independent and dependent variables.

Table 4. 14: Model Summary on financial management practices

Model R R Square Adjusted R Square  Std. Error of the
Estimate
1 .782° 612 .603 748

a. Predictors: (Constant), financial management practices

The study results in table 4:12 show that financial management practices have statistically
significant effect on financial management practices with a positive coefficient of
determination of 0.782 indicate that there is a positive correlation between independent
values and dependent value.

Table 4. 15: ANOVA Test on financial management practices

Model Sum of Squares Df Mean Square F Sig.
1 Regression  116.600 2 38.867 69.480 .000°
Residual 73.841 172 559
Total 190.441 174

a. Dependent Variable: Financial performance
b. Predictors: (Constant), Financial management practices
As indicated in the table above the F-test value was 69.480 with significance value of .000 at

5% level of significance. Since the p-value obtained was less than 0.05, the F-test was
significant hence the conclusion that the regression model was good.
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Table 4. 16: Regression coefficients on financial management practices

Model Unstandardized Standardize T Sig.

Coefficients d

Coefficients
B Std. Beta
Error

(Constant) 849 612 1.388 .166
Financial 307 .051 438 6.01 .000
management
plans
Financial 117 .053 124 2.207 .028
reporting
Assets 236 .062 234 3.806 .000
management
Working 176 .041 228 4,292 .000
capital
management

a. Dependent Variable: Financial performance

Source: Primary data (2023)

The results from Table 4.14 indicated that financial management practices has a positive and
significant effect on financial performance of Bank of Kigali Plc (B1=.307; t= 6.01; p-value
< 0.05). This means that 1% change in financial reporting leads to an increase of 0.438%
change in financial performance of Bank of Kigali Plc. The results again indicated that there
IS a positive and significant effect of assets management at Bank of Kigali Plc (B2= .117;
t=2.207; p-value >0.05). This means that 1% change in assets management; it leads to at least

0.124% increase change in financial performance of Bank of Kigali Plc.

The results again indicated that working capital management has positive and significant
effect on financial performance of Bank of Kigali Plc (B3= .236; t=3.806; p-value <0.05).
This means that 1% change in working capital management leads to at least 0.234% change
in financial performance of Bank of Kigali Plc. Findings revealed that team collaboration and

significant effect on financial performance of Bank of Kigali Plc (B4= .176; t= 4.292; p-
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value > 0.05). This means that 1% change in working capital management leads to at least
increase of 0.228% in financial performance of Bank of Kigali Plc.

4.4 Link between findings and findings of past researchers

The general purpose of the study is to determine the impact of financial management
practices on the organization's financial indicators. The study used a descriptive cross-
sectional research design. The target group is all manufacturing companies in each country.
Sampling was done based on location and size. Data were collected using a questionnaire
with open and closed questions. Likert scales were assessed to assess the study variables.

Data were analyzed using descriptive statistics, correlation and regression analysis. The
results are summarized below: The study found that the three most important financial
management practices used. The most frequently used financial management practice is
capital budgeting, followed by working capital management and finally asset acquisition. All
financial management practices are designed to positively impact the performance. This
means that an increase in these variables will increase the return of the organization. The
results are meaningful, which means that they are able to predict changes in financial
performance at any time. However, adoption of financial management practices is low,
indicating that they have not yet been fully utilized to drive performance improvements.

The study also attempts to determine the moderating effect of size. The results show that size
has a positive but small effect on due to lower production costs and increased economies of
scale. Correlation analysis also revealed that scale has a significant positive effect on
performance. The study also found that, based on regression analysis, introducing the size of
small and medium enterprises as an independent variable improved the R2 change in the
model, but it was not significant. This indicates that size has a positive but insignificant
moderating effect. The study also tries to find out the current status operations and how it is

affected by financial management practices.
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It is understood that SMEs are performing relatively well, but still need further improvement,
which can be achieved by strengthening financial management practices.

The study performed regression analysis to determine the relationship between the study
variables. Regression analysis shows that financial management practices explain 52.1% of
the total variance in performance. This means that only 47.9% of the variation in performance
is due to other factors not reflected in the model. An additional analysis of variance was
conducted in the study to determine whether it was valid for further analysis. All financial
management practices are designed to have different effects on performance; the study found
that financial sources and working capital management practices had a positive effect on the
performance of SMEs, while capital budgeting had a negative effect on performance. This
means that increasing financing practices and working capital management will improve
performance, while capital budgeting will lead to decreased performance. All variables
except capital budgeting are significant with a p value of less than 5%.

According to the descriptive statistics tabulated, averagely, many banks have adopted
financial management practices so as to improve their financial performance. The growth of
financial performance among Bank of Kigali Plc can be attributed to adoption of good
working capital management practices. Majority of the respondents agreed to a great extent
that improvement of financial performance of Bank of Kigali Plc was attributed by the
adoption of financial management practices since the standard deviation of each statement in
all the independent factors were less than one. Poor performance of the banks can be as a
result of poor adoption of financial management practices by the entities.

From the regression analysis results the research established that financial management
practices variables affected financial performance and they included cash management

practices, capital budgeting practices, financing practices.
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The three independent variables which were analyzed which included cash management
practices, capital budgeting practices and financing practices were able to explain their effect
on the financial performance up to 14.3% as shown by adjusted R square. This implies that
the three independent variables inputs 14.3% on the financial performance and the remaining
85.7% are contributed by the factors not include in the study.

This research found out that the coefficient of cash management practices was 0.171 meaning
that cash management practices positively influences financial performance. The coefficient
of capital budgeting practices was 0.606 meaning that capital budgeting negatively influences
the financial performance which means that as the capital budgeting increases, the financial
performance decreases. Moreover, financing practices was positively related to the financial
performance since the coefficient of the financing practices was 0.654 and this effect was
significant because the p value was 0.016 which is less than 0.05. This implies that financing
practices affects the financial performance significantly. The results of this study agree with
as study carried out by Ouma (2015) on extent to which financial management practices are

used by the banks and their effect its financial performance.
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CHAPTER FIVE: CONCLUSION AND RECOMMENDATIONS

5.0 Introduction

This chapter provides an overview of our findings, conclusions, recommendations, and
suggestions for future research. Results summaries and conclusions are based on field results,
and recommendations are drawn from the results at the end.

5.1 Conclusion

The study concluded that financial management practices are an important aspect in
improving the financial performance of Rwandan financial institutions. Financial institutions'
cash management, accounts payable and inventory management improve their working
capital capacity, which is essential for promoting the institution's financial independence. The
study concluded that financial reporting is very important and essential to improve the
financial performance of Rwandan financial institutions. Timely and efficient preparation of
financial statements and ensuring accuracy and accountability allows financial institutions to
stay on the legal side of their financial statements while complying with the requirements of
regulatory authorities.

It also improves the institution's ability to plan future financial trends, thereby managing its
operations. The study found that financial institutions effectively received dividend
payments. The study therefore concludes that dividend payments among financial institutions
are significant in promoting the financial performance of institutional banks in Kigali. By
continuously focusing on annual dividends and effectively paying dividends to shareholders,
companies are able to strengthen confidence and encourage investors to invest more in
financing the company's operations. Finally, the study concludes that financial management

practices are an important driver of improving the financial performance of MFIs.
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Microfinance institutions raise funds by effectively managing fixed assets and managing
cash. Through ongoing and effective asset management, financial institutions are able to
maintain liquidity levels and thereby manage their financial performance.

5.2 Recommendations

The study recommends the management of Rwandan financial institutions to improve their
efficiency and financial performance by applying effective working capital management
tools. Management should adopt appropriate cash management and accounts payable
management to ensure that the institution is able to finance its operations without financial
constraints.

Financial institutions are regulated by the Central Bank of Rwanda, and one of the
institution's key policy requirements is to provide audited accounts annually. Therefore, the
management of financial institutions should adhere to effective financial reporting and adhere
to timeliness, accuracy, relevance and accountability to ensure that financial institutions
comply with regulations. They must also make proper use of financial statements to
effectively forecast financial trends and plan ahead.

Financial institutions, through their management teams, should be at the forefront of
promoting and ensuring dividend payments to shareholders. Since financial institutions deal
with liquid cash, it makes sense to increase their liquidity by maintaining good relations with
shareholders. This will ensure the reputation of the institution, especially its shareholders.
The management of financial institutions has a responsibility to ensure that the funds of the
institution are properly managed to ensure better service delivery and operations. The
management of financial institutions should ensure that there is an asset management system
and clear procedures for disposal of assets. To observe the liquidity management of financial
institutions as an important tool of economic management and to strengthen the financial

independence of financial institutions.
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5.2.3 Areas for Further Studies

In this section, the following should be considered:

These research areas open the window to the areas that the current research does not cover
because of research limitations indicated in section of conclusion. In the future, the current
research or other researchers may come back to those areas for further research, which will

cover the gap left by the current research.
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RESEARCH QUESTIONNAIRES

Dear Respondent, my name is UMURERWA DIANE DANIELLA a student of Kigali
Independent University; | am pursuing master degree in Finance and Accounting, | am
conducting research related on this topic “The effect of financial management practices and
financial performance of financial institutions in Rwanda with a case of Bank of Kigali
Plc”. This questionnaire is designed for academic purposes only and information given will
be treated with confidentiality, and will be an aid in obtaining necessary data for my research

topic. Finally your participation will contribute highly to the Rwandan society.

Please do not hesitant to participate.

UMURERWA DIANE DANIELLA



Instructions

Please put a tick (against an assumption if you agree with it)

SECTION A: Personal information

1. Gender
Male ]
Female ]

2. Age of respondents

21- 30 years I:I
31- 40 years I:I

41-50 years [ ]

51 years and above |:|
3. Educational level

A level 1
Bachelor’s Degree [ ]
Masters Degree ]
Others (specify)/ ]

4. Position of respondents at Bank of Kigali Plc
Finance& Accounting  [__|
Loan officers [
Quality Assurance [ ]
Human Resource [ ]
Legal Officers [ ]
Marketing& Sales officers [ ]
Logistics ]
Tellers ]
1. Working experience at Bank of Kigali Plc
1-—3years
4— 6 years
7 —10 years

UL

11 years and above



SECTION B: QUESTIONAIRES RELATED WITH OBJECTIVES

Use codes where: (1=Strongly Disagree 2= Disagree 3= Neutral 4= Agree 5= Strongly
Agree.)

Statements

1 | The effect of financial management plans on financial | SD | D N |A |SA

performance of Bank of Kigali Plc

A financial plan can help bank of Kigali Plc to create an

investment portfolio

Managing liquidity, or ready access to cash, financing large

purchases for financial performance of Bank of Kigali Plc

It is used to measure Bank of Kigali Plc overall financial

health over a given period of time

2 | The effect of decision making on financial performance of | SD | D N |A |SA

Bank of Kigali Plc

Decision-making in the banking institutions help people weigh

options and make informed choices for their financial situations

The financial decision-making involves identifying financial
goals, gathering relevant information, analyzing data,
developing alternative solutions for financial performance of
Bank of Kigali Plc

Decision-making provides financial perspective and expertise
that bank needs to make profitable business decisions

consistently

3 | The effect of assets management on financial performance | SD | D N |A |SA

of Bank of Kigali Plc

Asset management describes managing money of Bank of

Kigali Plc




It develops and execute investment strategies that create value

of Bank of Kigali Plc for the clients

Asset management enables Bank of Kigali Plc to maximize the
value of the assets throughout the different stages of the asset

lifecycle

The effect of working capital management on financial

performance of Bank of Kigali Plc

SD

SA

Working capital management is to minimize the cash

conversion cycle at Bank of Kigali Plc

Working capital management helps a bank to make effective
use of the current assets and optimize cash flow at Bank of
Kigali Plc

It indicates for the future plan during their daily activities and
ensure that bank has enough cash to meet short-term

obligations of Bank of Kigali Plc




Appendix I1: Interview Guides

1) To what extent do financial management practices contribute to the financial performance
at Bank of Kigali Plc?

2) What are the challenges faced by Bank of Kigali Plc in financial management practices for

its financial performance?

Thank you for your valuable time in answering to these questions.
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FINANCIAL STATEMENTS 2019

BK GROUP PLC FINANCIAL RESULTS - Q1 2019

CONSOLIDATED STATEMENT OF PROFIT ORLOSS AND OTHER
COMPREHENSIVE INCOME

BK GROUP PLC

REVIEWED BY EXTERNAL AUDITORS
ALL FIGURES ARE IN FRw ‘000
‘OR THE PERIOD ENDED

Interest income 28,368,651 22,147,626
Interest expense (4,993,764) (4,487,046)
Net interest income 23,374,887 17,660,580
Net Fees and Commission income 3,007,617 4914,404
Foreign exchange income 2,157,377 2,113,777
Other non-interest income 1,227,404 344,476

6,392,398 7,372,657

Net impairment on loans and advances (6,989,779) (4,394,181)

let Operating income 22,777,506 20,639,056

Personnel costs (5,652,285) (4,792,894)
Administration and General expenses (4,636,440) (4,812,524)
Depreciation and amortisation (1,663,174) (1,285,301)
Total Operaling expenses (11,851,899) (1
Taxation (3,363,738) (3,703,515)

Profit After Tax 7,461,869 6,044,822
10X o=

Ot 79 Ny 2019

Déane Kerusi
Chief Execustive Offices
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Director
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BK GROUPP

AT 31 March 2019 31 March 2018

EVIEWED BY EXTERNAL AUDITORS
ALL FIGURES ARE IN FRw "000

Cashinhand 17,736,19% 20,071,592
Balances with the National Bank of Rwanda 74,243,110 64,914,684
Due from banks 86,333,412 105,210,355
Held to maturity investments 82,218,523 73,554,798
Loans and advances to customers 603,336,043 568,104,724
Insurance receivables 962,486 2,877,789
Other assets 12,092,904 10,725,793
Property and equipment 27,584,442 28,226,576
Intangible assets 3,306,250 3,675,053

OTAL ASSETS 907,813,366 877,401,364

Due to banks 54,212,538 61,312,934
Deposits and balances from customers 562,415,535 531,959,345
Insurance liabilities 3,782,851 3,909,011
Tax Payable 4,298,114 4,095,815
Dividend payable 14,091,847 11,078,029
Other liabilities 21,358,935 19,457,343
Long-term finance 48,637,751 50,883,806
TOTAL UABIUTIES 708,797,571 682,696,283
pommomseves || |
Share capital 8,967,592 8,967,592
Share premium 74,646,102 74,795,986
Revaluation Reserves 13,000,149 13,000,149
Retained earnings 101,264,406 96,995,779
Equity attributable to the owners of the 197,878,249 193,759,506
parent

Non-controlling interests 1,137,546 945,575
TOTAL EQUITY 199,( 5 194,705,081
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Consolidated statement of financial position

31 December 31 December
2021 2020
Assets Note FRW'000 FRW'000
Cash in hand 19 (a) 21,723,165 21,152,662
Balances with the National Bank of Rwanda 19 [b) 231,758,146 101,621,779
Due from banks 20 77,839,613 107,102,581
Investment securities at amortized cost 21 (a) 164,115,134 142,021,914
Investment in corporate bond 21 (b) 12,703,795 12,166,178
Investment In specialized fund 21 (¢) 7,814,784 1,216,854
Loans and advances to customers 22(a) 990,267,321 851,099,810
Insurance receivables 23 2,2,_66_8_ 2,742,765
Other assets 24 25,810,132 17,605,631
Deferred income tax 25 9,546,653 6,102,616
Right of use assets 26 1,659,359 2,489,038
ssets classfied as held for sale 7 734678 734678
Property and equipment 28(1) 29,608,750 29,483 594
Intangible assets 28{0) 10,273,785 2,464 386
Total assets _1590,372,983 _1,304,004,485
Liabilities
Due to banks 29 190,223,687 130,557,930
‘Daposks and balsaces flom castomen: 30 =SISATROLS 790.811,260.
Current income tax 17 10,013,864 3,276,474
“Dividends payable 31 26,928,781 13,286,327
Insurance liabllities 32 9,445,233 5,713,188
Other liabilties 3 35,470,426 32404493
Lease Habilitles 34 2,069,256 2,669,914
Long-term finance 35 56,026,99 64,940,879
Total liabilities 1,304,672,869 1,044,660,466
Capital and reserves . 00 | S
Share capital 36 (i) 9,045,474 9.045.4_74_
_sh&re premium 36 () 76,573,491 76,573,491
Revaluation reserves 36/(iil) 13,099,954 13,099,994
Statutory reserves v 23em 227909
Retained earnings 36(iv) 181,990,759 156,494,803
Equity attributable to the owners of the parent 283,031,691 257,492,814
Non-controlling interests 2,668,423 1,851,206
Total equity 285,700,114 259,344,020
Total liabilities and equity 1,590,372,983 1,304,004,486

The notes set out on pages 132 to 222 form an integral part of these financial statements



FRw Billion 2021 2022 % change

Total Assets 1,550.4 0 16.6%

Net Loans 9903 14.6%

Client Deposits 974.5 0 10.3%

Shareholders Equity 2853 11.8%

Net Income 519 15.1%

Cost to Income 36.3% 10.3%

FRw/USD Period End Rate 1,013.5 5.7%

USD million 2017 2018 2019 2020 2021 2022
Total Assets 8515 983.6 1,1059 1,3335 1569.2

Net Loans 58523 636.9 735.8 870.4 9771

Client Deposits 533.0 596.4 697.4 808.7 9615
Shareholders Equity 143.7 2183 239.6 265.2 2815

Net Income* 27.3 30.7 40.5 393 51.2

FRw/USD Period End Rate 854.0 892.0 9215 977.9 1,0135 m




