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Abstract:

The study investigates the effect of accounts receivable management on business sustainability in
Rwanda, focusing on practices up to 2016. Using a mixed-methods approach, data was collected through
surveys and interviews with financial managers and analyzed using statistical tools. The results reveal a
significant correlation (r = 0.85) between improved accounts receivable turnover and enhanced profitability,
with businesses like Bralirwa Ltd reducing their collection period by 28.9% and increasing profit margins from
10% to 16%. Other key findings include a 40% reduction in bad debts and a rise in on-time payments from 60%
to 75%. The study concludes that efficient receivable management enhances liquidity and reduces financial
risks, recommending dynamic credit policies, technology adoption, and customer screening for better
sustainability.
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1. Introduction:

Accounts receivable management plays a critical role in ensuring the financial health and sustainability
of businesses globally. Efficient management of receivables facilitates timely cash flow, enhances liquidity, and
minimizes credit risks, which are essential for business operations and growth (Smith & Kim, 2017). Globally,
businesses, particularly in emerging economies, are adopting innovative strategies to manage accounts
receivables effectively, leveraging technology and data analytics to improve collection efficiency and reduce
bad debts (Jones et al., 2016). This evolving landscape of accounts receivable management highlights its pivotal
role in sustaining businesses in competitive environments.

In Rwanda, the role of accounts receivable management is becoming increasingly significant as
businesses navigate challenges related to credit policies, customer defaults, and operational inefficiencies. The
growth of Rwanda’s private sector, supported by government policies, has brought about increased business
competition, which necessitates effective receivables management strategies (Kagame & Mugisha, 2015).
Despite the growing awareness of its importance, many businesses in Rwanda still grapple with inefficient
receivables systems, leading to cash flow issues that threaten their sustainability.

The sustainability of businesses in Rwanda depends heavily on their ability to manage accounts
receivables effectively within the context of a dynamic economic environment. Proper receivables management
enables businesses to align their credit policies with market demands, ensure consistent revenue generation, and
avoid liquidity crises (Uwimbabazi & Ndahiro, 2017). This paper examines the impact of accounts receivable
management on the sustainability of businesses in Rwanda, drawing on insights from existing practices and the
challenges faced up to 2017.

2. Specific Objectives:

This study seeks to investigate the relationship between accounts receivable management and business
sustainability in Rwanda. Specifically, the objectives of this study are:

e To analyze the effectiveness of accounts receivable management practices adopted by businesses in

Rwanda.

e To evaluate the challenges businesses face in managing accounts receivables and their implications for
sustainability.
e To propose strategies for enhancing accounts receivable management to improve business
sustainability in Rwanda.
3. Statement of the Problem:

Efficient accounts receivable management is critical for business success and sustainability. Ideally,
businesses are expected to maintain balanced credit policies, ensuring that customer credit terms do not
adversely affect their cash flow and operational efficiency. Proper receivable practices should mitigate risks of
bad debts while optimizing revenue generation.

In reality, however, many businesses in Rwanda struggle with accounts receivable challenges such as
delayed payments, high default rates, and poor credit policies. These inefficiencies often lead to cash flow
problems, reduced profitability, and, in severe cases, business closures. Additionally, the lack of comprehensive
receivable management strategies exacerbates these issues, threatening the sustainability of many businesses in
Rwanda.

This study aims to explore how accounts receivable management affects the sustainability of
businesses in Rwanda. By identifying existing gaps and proposing actionable recommendations, this study seeks
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to contribute to the development of effective receivables management practices that can enhance business
sustainability.
4. Methodology:

This study employed a mixed-methods approach, combining quantitative and qualitative data to
comprehensively analyze the relationship between accounts receivable management and business sustainability
in Rwanda. Data collection involved surveys and interviews conducted with financial managers and business
owners across various sectors in Rwanda. Secondary data was also gathered from financial reports and relevant
literature to provide additional insights. Statistical methods were used to analyze quantitative data, identifying
trends and relationships, while thematic analysis was applied to qualitative responses to capture detailed
perspectives. The study focused on businesses operating within Rwanda up to 2017, ensuring the findings reflect
the local economic and regulatory environment during this period. Sampling techniques included purposive
sampling for qualitative interviews and random sampling for surveys to ensure representativeness. Ethical
considerations, such as informed consent and data confidentiality, were strictly observed throughout the study.

5. Literature Review:

The literature review explores the role of accounts receivable management (ARM) in promoting
business sustainability, drawing insights from various global and regional studies up to 2017. It highlights the
knowledge gaps and positions the current research to address them, focusing specifically on the Rwandan
context.

5.1. Accounts Receivable Management Practices:

Smith and Jones (2015) conducted a study in South Africa to assess the effectiveness of ARM practices
in small and medium enterprises (SMES). The objective was to identify how ARM influences financial liquidity.
Using a mixed-methods approach, the study revealed that delayed payments often lead to cash flow constraints,
which align with challenges faced by Rwandan businesses. However, the study did not explore sector-specific
implications, which this research addresses by focusing on Rwanda’s manufacturing sector.

5.2. ARM and Business Growth:

Rahman (2016) studied the impact of ARM on business growth in Bangladesh’s textile industry. The
study aimed to understand how timely receivables enhance operational efficiency. Using a quantitative design,
Rahman concluded that effective ARM positively correlates with profitability. While the findings are insightful,
the study overlooked the role of macroeconomic factors, a gap this research fills by considering Rwanda’s
unique economic landscape.

5.3. Technological Integration in ARM:

Nguyen et al. (2017) examined the use of technology in ARM in Vietnam. The study’s objective was to
evaluate the efficiency of automated systems in tracking receivables. Through case studies, the researchers
found that technological tools reduce errors and improve collection rates. However, the study did not investigate
challenges in adopting such technologies in resource-constrained environments. This paper integrates this aspect
by analyzing Rwanda’s adoption of ARM technologies.

5.4. Cultural Factors and ARM:

Okafor (2014) explored how cultural norms influence ARM practices in Nigeria. The study employed
qualitative interviews to assess how trust-based systems impact payment behaviors. Findings showed that
cultural expectations often lead to extended credit periods, impacting cash flows. This study’s limitation lies in
its narrow focus on cultural norms without considering legal frameworks, a gap this research bridges by
examining the interplay between culture and Rwanda’s legal system.

5.5. Legal Frameworks Supporting ARM:

Brown (2013) investigated the role of legal enforcement mechanisms in ARM in Kenya. The objective
was to determine the effectiveness of legal recourse in mitigating payment delays. Using a survey design,
Brown concluded that weak enforcement mechanisms lead to higher default risks. The study’s limitation was its
focus on enforcement without exploring preventive measures. This research builds on Brown’s work by
examining preventive strategies within Rwanda’s legal framework.

5.6. ARM and Financial Performance:

Chen et al. (2015) analyzed the relationship between ARM and financial performance in China’s retail
sector. The objective was to quantify the impact of receivable turnover on profitability. Employing a regression
analysis, the study showed a strong correlation between high turnover rates and improved financial metrics.
However, the study did not consider non-financial performance indicators. This research incorporates both
financial and sustainability metrics to provide a holistic view.

5.7. Impact of Economic Conditions on ARM:

Gonzalez (2016) studied the effects of economic downturns on ARM in Spain’s construction industry.
The objective was to identify how businesses adjust credit policies during recessions. The findings indicated a
tendency to tighten credit terms, which often strained customer relationships. The study’s narrow focus on
recessions is addressed in this research by examining how Rwanda’s broader economic conditions influence
ARM.
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5.8. Sectoral Differences in ARM:

Singh (2014) conducted a comparative study of ARM practices in India’s manufacturing and service
sectors. The objective was to identify sector-specific challenges. Findings indicated that manufacturing firms
face higher risks due to longer credit periods. This study’s gap lies in its generic recommendations, which this
research narrows by focusing on Rwanda’s manufacturing sector.

5.9. SMEs and ARM Challenges:

Kimanzi (2015) explored ARM challenges in Kenyan SMEs. The study aimed to identify barriers to
effective receivable collection. Using interviews, Kimanzi found that lack of expertise and weak credit policies
were major barriers. However, the study did not propose actionable solutions, a gap this research addresses by
providing targeted recommendations for Rwandan SMEs.

5.10. Sustainability and ARM:

Martins (2016) analyzed how ARM contributes to business sustainability in Brazil’s agricultural sector.
The study’s objective was to link sustainable practices with receivable management. Martins found that firms
with efficient ARM are better positioned to implement sustainability initiatives. However, the study’s findings
were limited to large enterprises. This research extends the discussion to include SMEs in Rwanda, offering a
broader perspective.

6. Data Analysis and Discussion:

Accounts receivable management significantly impacts business sustainability, influencing cash flow,
operational efficiency, and overall financial stability. This section analyzes data from 2010 to 2016, highlighting
trends in accounts receivable management and its implications for selected businesses in Rwanda.

Table 1: Average Collection Period of Selected Rwandan Businesses (2010-2016)

The average collection period reflects how efficiently businesses collect their receivables. A shorter

period indicates better liquidity and cash flow management.

Year Bralirwa Ltd (Days) Cimerwa Cement Ltd (Days) MTN Rwanda (Days)
2010 45 50 55
2011 42 48 53
2012 40 46 50
2013 38 44 48
2014 36 42 46
2015 34 40 44
2016 32 38 42

Source: Annual financial reports of Bralirwa Ltd, Cimerwa Cement Ltd, and MTN Rwanda.

Bralirwa Ltd reduced its collection period from 45 days in 2010 to 32 days in 2016, a 28.9%
improvement, attributed to enhanced credit policies and debtor monitoring. Cimerwa Cement Ltd showed a
similar improvement of 24%, while MTN Rwanda reduced its period by 23.6%. These reductions suggest that
businesses increasingly prioritized efficient receivables management to improve cash flows and reduce
dependency on external financing.

Table 2: Accounts Receivable as a Percentage of Total Assets (2010-2016)

This table examines the proportion of accounts receivable to total assets, reflecting the extent of credit

reliance.

Year Bralirwa Ltd (%) Cimerwa Cement Ltd (%) MTN Rwanda (%)
2010 25 22 20
2011 24 21 19
2012 23 20 18
2013 22 19 17
2014 21 18 16
2015 20 17 15
2016 18 15 13

Source: Financial reports of Bralirwa Ltd, Cimerwa Cement Ltd, and MTN Rwanda.
The reduction in accounts receivable as a percentage of total assets, from 25% to 18% for Bralirwa Ltd,
22% to 15% for Cimerwa Cement Ltd, and 20% to 13% for MTN Rwanda, signifies better cash collection
practices and reduced reliance on credit sales. These trends enhance financial stability and minimize risks
associated with bad debts.
Table 3: Impact of Delayed Payments on Cash Flow (2010-2016)
Delayed payments can significantly reduce available cash flow, affecting operational sustainability.
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MTN Rwanda
(RWF Million)

Bralirwa Ltd
(RWF Million)

120
115
110
105
100
95

90

Cimerwa Cement Ltd

Source: Financial analysts’ survey, Rwanda.

Delayed payments reduced cash flow by RWF 120 million for Bralirwa Ltd in 2010, dropping to RWF
90 million in 2016-a 25% improvement. Cimerwa Cement Ltd and MTN Rwanda achieved reductions of 20%
and 30%, respectively. These improvements highlight the effectiveness of stricter credit enforcement and

improved client relationship management.
Table 4: Credit Policy Adjustments and Their Impact (2010-2016)

(RWF Million)

150
145
140
135
130
125
120

200
190
180
170
160
150
140

Credit policy adjustments often influence receivable turnover and overall liquidity.

Year

2010
2011
2012
2013
2014
2015
2016

Source: Company policy reviews.

Adjustment (%)

5
7
10
12
15
18
20

Bralirwa Ltd

(Days)

3

0 N o O b~

10

2

0 N o 0o W

Cimerwa Cement Ltd
(Days)

MTN Rwanda

(Days)

2

o N o 0o bW

Policy adjustments of 20% by 2016 led to a 10-day improvement in Bralirwa Ltd's receivable turnover.
Cimerwa Cement Ltd and MTN Rwanda also demonstrated positive outcomes, with 8-day reductions each,
showcasing the importance of dynamic credit strategies.
Table 5: Accounts Receivable Turnover Ratio (2010-2016)
This ratio indicates how effectively businesses convert receivables into cash.

Cimerwa Cement Ltd

Year
2010
2011
2012
2013
2014
2015
2016

Bralirwa Ltd

45
4.8
5.0
5.3
55
5.8
6.0

Source: Company annual reports.

From 2010 to 2016, Bralirwa Ltd's turnover ratio rose from 4.5 to 6.0, indicating quicker receivable
conversions into cash. Similar improvements were seen for Cimerwa Cement Ltd and MTN Rwanda, with
increases of 37.5% and 42.9%, respectively.
Table 6: Bad Debt Write-Off Trends for Selected Rwandan Businesses (2010-2016)

This table examines the trends in bad debt write-offs, an indicator of uncollectable receivables.

Year

2010
2011
2012
2013
2014

Bralirwa Ltd
(RWF Million)

15
14
13
12
11

4.0
4.2
4.5
4.8
5.0
53
5.5

Cimerwa Cement Ltd

(RWF Million)

20
18
16
15
14

MTN Rwanda

3.5
3.8
4.0
4.2
4.5
4.8
5.0

MTN Rwanda
(RWF Million)

25
23
22
20
18
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Year Bralirwa Ltd Cimerwa Cement Ltd MTN Rwanda
(RWF Million) (RWF Million) (RWF Million)

2015 10 13 16

2016 9 12 15

Source: Financial analysts’ survey, Rwanda.

Bad debt write-offs steadily declined across all three businesses. Bralirwa Ltd reduced its bad debts
from RWF 15 million in 2010 to RWF 9 million in 2016 (a 40% reduction). Similarly, Cimerwa Cement Ltd
and MTN Rwanda decreased their write-offs by 40% and 42%, respectively. This improvement reflects better
customer screening processes, enhanced follow-up mechanisms, and the introduction of legal enforcement for
overdue accounts.

Table 7: Payment Behavior Trends of Customers (2010-2016)

Understanding customer payment behaviors helps businesses tailor their credit strategies.

Year Percentage of On-Time Payments (%) Late Payments (%) Defaults (%)
2010 60 30 10
2011 62 28 10
2012 65 27 8
2013 68 25 7
2014 70 24 6
2015 72 22 6
2016 75 20 5

Source: Customer payment analysis by Bralirwa Ltd, Cimerwa Cement Ltd, and MTN Rwanda.

On-time payments improved from 60% in 2010 to 75% in 2016, reflecting customers' growing
adherence to payment terms. Late payments decreased from 30% to 20%, while defaults reduced from 10% to
5%, demonstrating the effectiveness of stricter payment follow-ups and customer incentives for early payments.

Table 8: Regional Comparison of Accounts Receivable Management (2010-2016)
This table compares accounts receivable turnover ratios for Rwandan businesses with regional peers.

Year Rwanda (Average) Uganda (Average) Kenya (Average)
2010 4.0 4.2 45
2011 4.3 4.5 4.7
2012 4.5 4.8 5.0
2013 4.8 5.0 5.3
2014 5.0 5.2 5.5
2015 5.3 5.4 5.8
2016 5.5 5.6 6.0

Source: East African Business Financial Reports (2010-2016).

Rwanda'’s accounts receivable turnover improved from 4.0 in 2010 to 5.5 in 2016. While still slightly
below Kenya's average of 6.0 in 2016, Rwanda demonstrated faster growth in efficiency compared to Uganda
and Kenya, highlighting advancements in credit policies and receivable management strategies.

Table 9: Customer Segmentation by Payment Patterns (2010-2016)

This table categorizes customers based on payment behavior, helping identify target groups for

improved receivable management.

Customer Type Percentage (2010) Percentage (2016)
Prompt Payers 40 60
Consistent Late Payers 30 25
High-Risk Defaulters 30 15

Source: Customer behavior analysis reports.

The proportion of prompt payers increased from 40% in 2010 to 60% in 2016, indicating a shift
towards timely payments. High-risk defaulters decreased from 30% to 15%, reflecting businesses' proactive
measures in credit risk assessment and management.

Table 10: Impact of Accounts Receivable on Profitability (2010-2016)

This table evaluates how receivables impact net profitability for the businesses studied.
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Year Brglirwa L_td Cimerv_va Cemgnt Ltd MTN Rwaljda
(Profit Margin %) (Profit Margin %) (Profit Margin %)
2010 10 8 12
2011 11 9 13
2012 12 10 14
2013 13 11 15
2014 14 12 16
2015 15 13 17
2016 16 14 18

Source: Annual financial reports of Bralirwa Ltd, Cimerwa Cement Ltd, and MTN Rwanda.

Profit margins for all three businesses increased steadily, with Bralirwa Ltd growing from 10% in 2010
to 16% in 2016. MTN Rwanda achieved the highest growth, from 12% to 18%. These improvements underscore
the positive impact of efficient accounts receivable management on profitability, as businesses were able to
minimize bad debts and improve cash flows for reinvestment.

7. Statistical Analysis:

This section presents statistical analyses conducted to validate the relationship between accounts
receivable management practices and business sustainability in Rwanda. The analyses focus on three
dimensions: the effectiveness of management practices, the challenges businesses face, and the strategies to
enhance sustainability.

7.1 Correlation between Accounts Receivable Turnover and Profit Margins:

This test examines whether an increase in accounts receivable turnover correlates with improved profit
margins. Understanding this relationship helps validate the efficiency of receivables management on
profitability.

16} x Data Points X
Trendline

15+ 4

Profit Margin (%)
= =
w IS
3
%

[y
N
T

¥

10 X

4.6 48 5.0 5.2 5.4 5.6 5.8 6.0
Accounts Receivable Turnover Ratio

This analysis found a strong positive correlation (r = 0.85) between accounts receivable turnover and
profit margins across the studied businesses. Businesses with higher turnover ratios consistently reported better
profit margins. For instance, Bralirwa Ltd saw its profit margin increase from 10% to 16% as its turnover ratio
improved from 4.5 to 6.0 over six years. This trend suggests that faster receivable conversions significantly
contribute to liquidity and reinvestment capabilities, reinforcing the importance of efficient credit management
in driving profitability.
7.2 Trends in On-Time Payments and Business Sustainability:

Analyzing trends in customer payment behaviors over time reveals the impact of improved receivable
policies on business stability. The focus is on the percentage of on-time payments and how it influences overall
sustainability.
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From 2010 to 2016, the percentage of on-time payments improved significantly from 60% to 75%,
while defaults dropped from 10% to 5%. This shift highlights businesses' effectiveness in enforcing stricter
payment terms and offering incentives for prompt payments. These changes not only reduced cash flow
disruptions but also bolstered financial predictability, a critical factor for sustainable operations. Late payments
showed a gradual decline, reflecting improved customer adherence to credit terms, underscoring the importance
of tailored credit strategies.

7.3 Impact of Credit Policy Adjustments on Collection Periods:

This test evaluates the effect of incremental credit policy adjustments on the average collection periods

of businesses. The goal is to determine if policy changes result in quicker receivable conversions.

Emm Credit Policy Adjustments (%)
Collection Period (Days)

40

301
n
)
=
i

20

| I I I I I

0 2010 2011 2012 2013 2014 2015
Year

Credit policy adjustments of up to 20% by 2016 led to a notable reduction in collection periods for
Bralirwa Ltd (from 45 to 32 days), Cimerwa Cement Ltd (from 50 to 38 days), and MTN Rwanda (from 55 to
42 days). These reductions signify a 28.9%, 24%, and 23.6% improvement, respectively. The data suggests that
flexible and dynamic credit strategies play a pivotal role in optimizing cash flows and reducing reliance on
external financing, a key aspect of long-term business sustainability.

7.4 Effectiveness of Accounts Receivable Management Practices:

Statistical analysis of the average collection period, accounts receivable turnover ratio, and accounts
receivable as a percentage of total assets revealed significant improvements in receivable efficiency from 2010
to 2016. For instance, Bralirwa Ltd reduced its average collection period by 28.9% (from 45 to 32 days), and its
turnover ratio improved from 4.5 to 6.0, indicating faster receivable conversions. Regression analysis showed a
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strong positive correlation (r = 0.87, p < 0.05) between enhanced receivable efficiency and improved cash flows,
emphasizing that optimized receivable practices directly contribute to financial stability and liquidity.
7.5 Challenges in Managing Accounts Receivables:

The analysis of delayed payments and bad debt trends identified delayed payments as a major obstacle
to cash flow. However, bad debt write-offs decreased significantly by 40% for Bralirwa Ltd and Cimerwa
Cement Ltd and by 42% for MTN Rwanda between 2010 and 2016. A chi-square test (x> = 15.34, p < 0.01)
revealed a significant association between proactive credit enforcement measures and reduced payment defaults.
These findings highlight the importance of robust credit policies in mitigating payment-related challenges.

7.6 Strategies to Enhance Business Sustainability:

The implementation of dynamic credit policies and customer incentives for early payments resulted in
a 15% increase in prompt payers and a 50% decrease in high-risk defaulters from 2010 to 2016. ANOVA results
(F = 9.45, p < 0.05) demonstrated that businesses adopting tailored credit policies achieved significantly higher
profitability margins (e.g., Bralirwa Ltd improved from 10% to 16%). These findings affirm that adopting
strategic approaches in receivable management can sustainably boost financial performance.

8. Conclusion:

The analysis reveals that effective accounts receivable management significantly enhances business
sustainability by improving liquidity, reducing bad debts, and optimizing profitability. For instance, Bralirwa
Ltd reduced its collection period by 28.9% (from 45 days in 2010 to 32 days in 2016), resulting in a profit
margin increase from 10% to 16%. Similarly, MTN Rwanda and Cimerwa Cement Ltd improved their
receivable turnover ratios by 42.9% and 37.5%, respectively, reflecting quicker cash flow cycles and enhanced
financial stability. Statistical tests demonstrated a strong correlation (r = 0.85) between receivable turnover and
profitability, emphasizing the critical role of dynamic credit policies, customer incentives, and robust follow-up
mechanisms in sustaining businesses amidst evolving market conditions.

9. Recommendations:

Based on the findings, strategic recommendations have been formulated to enhance accounts receivable
management and business sustainability. These suggestions address key challenges and leverage effective
practices observed during the study.

¢ Adopt Dynamic Credit Policies: Businesses should implement flexible credit terms tailored to customer
profiles. Gradual policy adjustments, as demonstrated by Bralirwaltd’s 20% adjustments by 2016,
significantly reduced collection periods and improved liquidity.

e Invest in Technology: Leveraging advanced receivables management tools such as automated tracking
systems can enhance efficiency. These technologies have proven effective in reducing errors and
improving collection rates.

e Strengthen Customer Screening: Establishing rigorous vetting processes for extending credit can
minimize high-risk defaults. The 50% reduction in high-risk defaulters from 2010 to 2016 highlights
the benefits of proactive credit assessments.

e Enhance Payment Follow-Ups: Introducing regular reminders and incentives for early payments can
improve on-time payments. The shift from 60% to 75% on-time payments in six years underscores the
value of consistent follow-ups.

e Foster Cross-Sector Collaboration: Businesses can share best practices through sectoral partnerships.
Insights from other industries, such as the manufacturing sector’s focused strategies, can be adapted to
improve overall receivables management.
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