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ABSTRACT 

This study examined the impact of credit funding on financial performance of SMEs in PTC. The 

study was guided by the following objectives notably: to determine the impact of credit 

management on performance of small and medium enterprises in PTC, to determine the impact of 

credit policy on performance of small and medium enterprises in PTC and to determine the impact 

of interest rate on performance of small and medium enterprises in PTC. The study used a cross 

sectional research design, and a quantitative approach. Data was collected from a target population 

of 60 SMEs in PTC with accessible unit of 52 respondents, using simple random and purposive 

sampling techniques. Data were collected with the aid of closed ended questionnaire and Statistical 

Packages for Social Sciences was employed for analyzing data from which frequency tables, 

descriptive statistics (mean and standard deviation), reliability, validity, correlation, and regression 

results were obtained. The study findings revealed that there is a positive and a significant effect 

of credit management on financial performance, interest rate on financial performance and also 

credit policy on financial performance of SMEs in PTC. The study concludes that there is a strong 

predictive power that the dimensions of credit funding contribute towards enhancing financial 

performance of SMEs in PTC. Finally, the study recommends that to improve financial 

performance factors of credit management, interest rate and credit policy should be considered. 
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CHAPTER ONE: 

INTRODUCTION. 

1.0 Introduction 

This chapter consists of the background of the study, statement of the problem, purpose of the 

study, objectives of the study, research questions. In this chapter the scope, significance of the 

study, justification of the study and conceptual framework are present. 

1.1 Background of the study 

Numerous studies have been conducted to investigate on financial performance of SMEs 

(Sandberg and Susanne, 2021, Alsaaty and Makhlouf, 2020). This because small and medium 

enterprises worldwide have been recognized as engines of growth and development and in many 

countries, there is some considerable effort to support them to create the necessary employment 

opportunities, incomes and productive capacity. Despite the substantial significance of the 

SMEs, many of the businesses that are started fail within their first year of operation.(Kenneth 

and Niclous, 2023) 

Globally, a report by World bank group, (2020)  showed that SMEs contributed to 30% compared 

to 65% that was anticipated and 33% to gross domestic product(GDP)  in the growing economies.  

In united states, according to Small Business administration report, (2023) (Alsaaty and Makhlouf, 

2020)  showed that   67% of small and medium enterprises survive for the first two years. New 

ones formed in the past 5 years fail at an alarming rate of 80% due to lack of skills, limited access 

to market and credit. 

In Africa, the situation is still worse that is ,according to the African Development Bank report, 

(2022) asserts that 75% of SMEs face numerous challenges ranging from power shortage, lack of 

capital, poor management skills and competencies, and inadequate information and corruption and 

this has led to their limited success to survive longer. 

In  South Africa according to International Finance Corporation report, (2021) estimated that the 

failure rate of SMEs is between 70% and 80% this being attributed to low market growth and low 

sales growth meaning that there is high competition among them and this leads to low performance 

and short time survival. 
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