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ABSTRACT

Thisstudyexaminedontheeffectofcreditfinancingonthefinancialperformanceof

smallandmedium enterprisesinJinjacitycouncil.Thestudyappliedacrosssectional

researchdesignanddescriptiveapproach.Datawascollectedfrom 65asatarget

populationwithaccessibleunitofinquirybeing56respondentsconsistingofretail

shops,boutiques,saloons,hardware,andmobilemoneyshops.Datawascollectedwith

aclosedendedquestionnaireandstatisticalpackageforsocialscienceswasusedfor

analyzingdatafrom whichfrequencytables,descriptivestatistics,reliability,validity,

correlationandregressionresultswereobtained.Thestudyfindingsrevealedthatthere

is a positive and significant relationship between credit policy and financial

performance,interestrateandfinancialperformance,andalsooncreditmanagement

on financialperformance ofsmalland medium enterprise.The study therefore

recommendsthattoimproveonfinancialperformance,factorsofcreditpolicy,interest

rate,andcreditmanagementshouldbeconsidered
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CHAPTERONE:

INTRODUCTION

1.0Introduction

Thischapterpresentstheintroduction,backgroundofthestudy,problem statement,

purposeofthestudy,objectives,researchquestions,scopeofthestudy,conceptual

framework,significanceofthestudy,anddefinitionsofkeyterms.

1.1Backgroundofstudy

Smallandmedium enterprises(SMEs)playamajorroleinemploymentcreationand

economicgrowthinthewholeworld.AreportbyWorldBankGroup(2016)indicates

thatformalSMEscontributeupto45% ofthetotalemploymentand33% toGross

DomesticProduct(GDP)inthegrowingeconomies.Financialinstitutions(F.I)inmany

countriesinAfricadonotavailSMEswithadequatefinance.Infact,studiesshowed

thatabout20% ofSMEsinAfricahaveaclearlinetocreditfrom banksMacharia,P.

(2012).ResearchonfinancialperformanceofSMEshasrevealedthattherateatwhich

smallfirmsfailin developing economiesin Africa is greaterthan in the already

developedeconomies(Ihua,2009).Forexample,globally

According to annualreportofWorld Bank,(FY2019/20)in German,showed poor

financialperformancein thatitgenerated only54.4% in 2019 which waslow as

comparedto63.7%of2018duetolowprofitability.Similarlyin2020theperformance

wasreducedfrom 54.4%to53.6%duetolowreturnonsalesandlowmarketgrowthof

SMEsinGerman.

AccordingtoChineseNationalBureauofStatistics(CNBS2016)inChina,showedpoor

performanceofsmallbusinesssectorswhereby70.4%in2016ofthesmallbusiness

ownersinChinafailedduetolowmarketshareascomparedto54%in2015andthis

alsoledtothedeclineinChineseGDPfrom 40%to32%in2016.

According to Boston (2020)in United States,the study showed poorfinancial

performanceinthat3.3millionsmallbusinessownerwithanestimateof40%only1.2

millionsurvivedbutalargenumberof2.1millionwithanestimateof30%failedduelow
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