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ABSTRACT
The purpose of the study was to examine the effects of shipping costs on profitability of small and medium
enterprises in Uganda. It was based on the following objectives; To assess the impact of shipping distance on
Mukwano Company, to find out the influence of shipping mode on Mukwano Company limited and to assess the
significance of product value in SME profitability. This study was conducted in Mukwano company limited Uganda.
The company is near Kibuli, Nsambya. This study took a period of three months’ time period beginning. The study
looked at the theoretical review, explained the empirical findings of the objectives of the study and the literature
gaps. The study population was 140 respondents and of which they were selected from different departments in the
Company, a sample size of 100 respondents, represented 100% of the target population, the sample size was
determined using the table of Krejcie and Morgan, 1970. Mukwano Company should not give free deliveries to its
customer who are having long shipping destine. Shipping mode showed a moderate positive correlation (r=0.605,
p=0.000) with profitability, suggesting shorter-distance modes enhance earnings. Product value yielded a stronger
correlation (r=0.548, p=0.000), indicating higher value goods boost margins. Both relationships were statistically
significant. Empirical evidence supports shipping efficiency and portfolio optimization as empirically meaningful
for SME financial performance. While experimental research is still needed, insights may guide strategic decision-
making, policy interventions, and future pilot interventions to foster increased profitability. Long shipping distance
are expensive and because of this, the company can incur a lot of costs which increases the average costs of the
Company. This reduces its profit margin hence low profitability.
Keywords: shipping distance, shipping mode, product value and profitability
Background of the Study
The global economic landscape has undergone a transformational shift towards increased globalization, which
presents both opportunities and challenges for businesses worldwide (Faridah et al., 2023). Small and medium-sized
enterprises (SMEs) have become key players in this interconnected environment, contributing significantly to
economic growth and employment (Christopher et al., 2022). As these businesses engage in cross-border trade, the
effects of transport costs on their profitability have become central to research and strategic considerations (Annet et
al., 2023). In Uganda, SMEs form a critical component of the economy and contribute significantly to employment
and economic growth (Frank et al., 2023). As a landlocked country, Uganda faces significant challenges related to
transport costs, including dependence on road and rail networks due to constraints on international trade and
infrastructure (Faith et al., 2023). Mitigating these challenges requires a nuanced understanding of the local
economic context and the strategic use of available transportation networks (Benard, 2023). the effects of transport

costs on SME profitability resonate at different geographic levels, from the global arena to the national context,
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reflecting the complex interplay between global economic dynamics and local operational challenges (Musaibah et
al., 2023). Addressing these challenges requires a comprehensive understanding of the specific contexts in which
SMEs operate.

Problem Statement

In Uganda, SMEs are a key component of the national economy. As a landlocked country, reliance on road and rail
networks for international trade brings specific challenges related to transport costs, Ministry of Trade, Industry and
Cooperatives (Turyatemba et al., 2022). The infrastructural constraints and logistical complexities faced by Ugandan
SMEs require targeted interventions to increase their profitability and competitiveness on a global scale (Annet et
al., 2023). Expected causes of the problem include; Limited access to maritime transport options increases logistical
complexity and transport costs for SMEs, insufficient transport infrastructure presents challenges in efficient
transport and contributes to delays and increased costs (Musimenta et al., 2017). The following solutions have been
implemented to mitigate the problem; prioritizing and investing in the development of transport infrastructure to
reduce delays and increase the efficiency of shipping processes, explore and create diversified shipping routes to
reduce dependence on a single regional port (Musimenta et al., 2017). Solving these challenges requires a
comprehensive understanding of the complex dynamics at each level and the formulation of targeted strategies that
will enable SMEs to navigate the complexity of transport costs and increase their global competitiveness (Ronet et
al., 2023). This necessitated a research study on the effects of transport costs and profitability of SMEs in Uganda.
Objective of the study

1. To assess the impact of shipping distance on profitability of small and medium enterprises
2. Tofind out the influence of shipping mode on profitability of small and medium enterprises
3. Toassess the significance of product value on profitability of small and medium enterprises

Methodology

The researcher used descriptive research that included both qualitative and quantitative research techniques (Anwar
et al., 2022). This was chosen as the most appropriate research strategy. (A & Ahmed, 2019) define a case study as
“a strategy for conducting research that involves empirically examining a specific contemporary phenomenon in its
real-life context using multiple sources of evidence” (Jallow et al., 2021). This was well suited to the author's
intention to investigate a real problem using different methods of data collection. (L. A. Nafiu et al., 2013) suggests
the suitability of a case study when the work focuses on a set of problems in one organization. The qualitative
research design was descriptive in nature and therefore allowed the researcher to meet the objectives of the study
(Jallow et al., 2021). A statement was used to assign variables that were not adequately measured using numbers and
statistics. A quantitative research design was used in the form of mathematical numbers and statistics assigned to
variables that were not easily measured by statements or theme. The study group consisted of 140 respondents, from
which they were selected from different departments in small and medium-sized enterprises and other people from
the field who can be of great importance in providing information that can support the study (L. A. Nafiu et al., 2013
). The researcher worked with a population sample of 100 people who were selected as representatives of the
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population. (Olanrewaju et al., 2021) observed that collecting data from the entire population would be practically
impossible and it would be very difficult to examine every element in the population. A study sample is likely to
provide more reliable and faster results because fewer errors are made during data collection. Simple random and
stratified sampling was used in the study (L. Nafiu et al., 2013). The aim was to get the entire population into the
study center and this was done with an equal and independent chance of all people being included in the sample. For
the purpose of this study, a sample size of 100 respondents representing 100% of the target population was used for
the study, the sample size was determined using Krejcie and Morgan, 1970 table (L.A. Nafiu, 2012). The sample
size was also considered both statistically and non-statistically and the nature of the population was homogeneous
and thus small. The questionnaires were designed to reflect the objectives of the study. Structured and unstructured
questions were used to obtain data from the field. Closed-ended questions were included in the data collection from
respondents. The collected data were reduced to manageable proportions and summarized to yield the required
numbers of this study (L. A. Nafiu et al., 2017). Coding was required to classify responses into meaningful data and
tables. After the data were collected from the field, they were edited to ensure accuracy, consistency, and
completeness. Processing was therefore based on editing to check for errors and omissions to ensure accuracy and
consistency where objective judgment would be reached. After collecting all the necessary data, the data were coded
and edited, analyzed and reformulated to eliminate errors and ensure consistency (L. A. Nafiu et al., 2017). This
involved categorizing, discussing, classifying and summarizing the responses to each question in coding frames
based on the various responses. This should make it easier to work on tables. It helped eliminate adverse reactions
that were considered insignificant. Data obtained from the field using study tools were classified into meaningful
categories. This allowed the researcher to derive basic patterns from the data that organize the presentation (L. A.
Nafiu et al., 2012). Data were analyzed by tables, frequencies, percentages and frequencies using SPSS & STATA
(Nelson et al., 2022).

RESULTS

Table 1: Correlation Results for shipping distance and Profitability of small and medium enterprises

enterprises

shipping distance Profitability of small
and medium

shipping distance Pearson Correlation 1 .819™
Sig. (2-tailed) .000
N 100 100
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Profitability of small and medium | Pearson Correlation .819™ 1
enterprises

Sig. (2-tailed) .000

N 100 100

**_ Correlation is significant at the 0.01 level (2-tailed): Source: Field Data, 2024

The results presented in Table 1 show a strong positive correlation between shipping distance and the profitability of
small and medium enterprises based on a sample size of 100, as evidenced by a Pearson correlation coefficient of
0.819 and a significance value of 0.000 (Nelson et al., 2023), which is less than 0.01, indicating that as the shipping
distance increases, the profitability of small and medium enterprises also tends to increase significantly according to
the field data collected in 2024, with the correlation being highly statistically significant at the 0.01 level using a
two-tailed test; conversely, the profitability of small and medium enterprises also has a very strong positive
correlation with itself, given a correlation coefficient of 1 and insignificant p-value, since both variables are
essentially measuring the same core construct in this analysis of the relationship between transportation logistics
factors and business financial performance for small and medium scale companies.

Table 2: Correlation Results for shipping distance and Profitability of small and medium enterprises

enterprises

shipping mode Profitability of small
and medium

shipping mode Pearson Correlation 1 .605™
Sig. (2-tailed) .000
N 100 100

Profitability of small and medium | Pearson Correlation .605™ 1

enterprises

Sig. (2-tailed) .000

N 100 100

**_Correlation is significant at the 0.01 level (2-tailed): Source: Field Data, 2024

Table 2 shows the correlation results for the relationship between shipping distance and the profitability of small and
medium enterprises that use different shipping modes. It presents the Pearson correlation coefficients and
significance values for the correlations between shipping mode and the profitability of small and medium

enterprises, based on field data collected in 2024 from 100 small and medium enterprise respondents (Ronald et al.,
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2023). The correlation between shipping mode and profitability of small and medium enterprises is positive and
statistically significant, with a Pearson correlation coefficient of .605 and a significance value of .000, which is
below the standard .01 level. This indicates that there is a moderate positive linear relationship between the shipping
mode used and the profitability achieved by small and medium enterprises, and that this relationship is highly
unlikely to have occurred by chance. Specifically, it suggests that small and medium enterprises which utilize
shipping modes associated with shorter distances tend to have higher profitability levels on average compared to
those using modes linked to longer shipping distances.

Table 3: Correlation Results for product value and Profitability of small and medium enterprises

enterprises

product value Profitability of small
and medium

product value Pearson Correlation 1 .548™
Sig. (2-tailed) .000
N 100 100

Profitability of small and medium | Pearson Correlation 548" 1

enterprises

Sig. (2-tailed) .000

N 100 100

**_ Correlation is significant at the 0.01 level (2-tailed): Source: Field Data, 2024

Table 3 reports the correlation findings between product value and the profitability of small and medium enterprises,
based on field data collected from 100 SME respondents in 2024. It shows the Pearson correlation coefficient and
significance value for the relationships between product value and SME profitability. The correlation between
product value and SME profitability is positive and highly statistically significant, with a Pearson's r value of 0.548
and a significance level of 0.000, which is below the standard 0.01 cut-off (Annet et al., 2023). This indicates that
there exists a moderate positive linear association between the value of products handled by SMEs and their realized
profitability levels. Specifically, it suggests that on average, SMEs dealing in higher value products tend to achieve
higher profitability compared to those involved in lower value products, according to this field data. The results

further display that this correlation is very unlikely to have occurred due to chance.
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Conclusions

The findings from Tables 2 and 3 provide useful insights into factors that influence the profitability of small and
medium enterprises. Both tables examined the relationship between SME profitability and various business
parameters using correlation analysis on primary field data collected from 100 SME respondents. The results in
Table 2 showed a moderate positive correlation between shipping mode and SME profitability. This indicates that
SMEs which use shipping modes associated with shorter distances on average experience higher levels of profits.
Opting for cost-effective transportation alternatives may thus help improve the bottom line of small businesses
(Lydia et al., 2023). Table 3 revealed an even stronger positive correlation between product value and SME
profitability. Specifically, firms dealing in higher value goods tend to be more profitable than those handling lower
value products (Faridah et al., 2023). This implies that SMEs can boost revenues and margins by focusing their
offerings on premium market segments if feasible. Therefore, the statistically significant correlations observed
provide empirical support that transport efficiency and product pricing strategies impact the financial performance
of small businesses (Alex & Kazaara, 2023). The moderate to strong effect sizes also confirm the practical relevance
of these relationships. However, as this was a correlational study based on a specific sample, definitive conclusions
about causality cannot be made. Future experimental research would be needed to establish whether manipulating
the correlates truly enhances SME profitability over time. Additionally, qualitative data could aid understanding of
contextual drivers behind the identified quantitative patterns.

Recommendations

Mukwano Company limited should lay out strategies that can help in incurring low shipping costs with the aim
improving on its productivity. This is because most of the times, the value of the product determines the shipping

mode to use.

Mukwano Company should not give free deliveries to its customer who are having long shipping destine. Long
shipping distance are expensive and because of this, the company can incur a lot of costs which increases the
average costs of the Company. This reduces its profit margin hence low profitability.
Firstly, for SME owners and managers, carefully evaluating transportation options and selecting shipping methods
associated with shorter distances could help optimize costs and boost the bottom line over the long run. Investigating
partnerships with logistics companies providing efficient multimodal services may lower shipping expenditures.
Similarly, periodically benchmarking product prices against competitors and selectively raising rates for higher

value offerings based on demand elasticity could enhance revenues.

Secondly, government agencies and development organizations aiming to foster SME growth should facilitate
affordable transport infrastructure development and modernization. Facilitating integrated freight hubs connecting
various modes could shorten delivery times. Subsidizing transportation and warehousing for remote rural firms may

level accessibility. Supporting market research and pricing strategy training could equip entrepreneurs with insights

Received: 14.05.2024 Accepted: 21.05.2024 Published on: 30.05.2024

_________________________________________________________________________________________________________________________________________|
Corresponding: Author: research@miu.ac.ug/publications 634


mailto:research@miu.ac.ug/publications

Metropolitan Journal Of Academic Multidisciplinary Research

ISSN: 3006-4384

Vol. 3 Issue 5, May- 2024, Pages: 629-637
|

for portfolio optimization. Additionally, industry associations may play a role through collaborative procurement of
cost-effective transportation. Organizing periodic trade shows could help SMEs expand into new premium
segments. Mentorship programs pairing experienced executives with start-ups may aid strategic decision making

around operations, products and finances over the long term.
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