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ABSTRACT 

This study called access to credit and performance of small business financed by 

Duterimbere Ltd in Muhanga District ; therefore, this study analyzed whether  access to 

credit have positively contributed to the performance of small business entrepreneurs 

thereby empowering them economically. The main objective of this study is to examine 

the access to credit opportunity as a tool for small business performance. The specific 

objectives are; to determine the credit terms given to Small and Medium Enterprises by 

Duterimbere Ltd; to assess credit policies in Duterimbere Ltd ;to examine the profitability 

of small business enterprise financed by Duterimbere Ltd , to establish relationship 

between access to credit and performance of small enterprises. This study is of  

significance to Mount Kenya University and will facilitate the researcher to improve 

skills, knowledge and experience in the field of credit and small business performance. 

This research focused on access to credit and  carried out in Muhanga District on the case 

study of  small business financed by Duterimbere Ltd , the study  concentrated on  the 

period  scope of 4 years (2010-2013).The researcher reviewed studies related to access to 

credit and performance of small business. The research gap has been identified, whereby; 

other researchers did not focus on rural areas entrepreneurs. The relationship between the 

variable has been identified through conceptual framework. The study; both primary data 

and secondary data were used. The targeted population was 86 members of Dufashanye, 

that is a small businesses from Muhanga District financed by Duterimbere Ltd .The 

research used census approach, because all 86 Dufashanye members was used.Census 

method was employed in grouping the small business of the same characteristics into 

strata. The data collection was done using questionnaire, unstructured interview guide and 

documentary review. And then, data was processed through editing, coding and 

tabulation. SPSS was used during data analysis in respect of relevant descriptive and 

inferential statiscs. This research assessed the credit terms, policies and profitability of 

Dufashanye. This researcher concluded that in case of non-repayment, a creditor's sale of 

collateral permits a debtor to recover any demonstrable loss against a deficiency 

judgment. Such a sale raises a rebuttable presumption that the value of the collateral is at 

least equal to the amount of the outstanding debt.. It recommended that Rural areas 

entrepreneurs must minimize all loss caused by credit risk in order to achieve high level 

of performance in their routine activities. Even if Dufashanye cooperative has access to 

credit, they need other financial institutions to improve access to credit in Muhanga 

District. 
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OPERATIONAL DEFINITIONS OF KEY TERMS 

Credit  is a promised or contract  in  which  a  borrower  receives  something  of  value  

now  and  agrees  to repay  the  lender  at  some  date  in  the  future,  generally  with  

interest rate.  

Performance is the accomplishment of a given task measured against preset known 

standards of accuracy, completeness, and speed. Performance is the actions of an 

individual or a group at a particular place and in a particular time constitute the work. 

A small business is a privately owned and operated business. A small business typically 

has a small number of employees and total assets. The meaning of small business depends 

on the country policies. 
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CHAPTER ONE: INTRODUCTION 

1.0 Introduction  

This chapter presents a general idea of the study and what is expected to be learned from 

the theme. It presents the background of the study,   problem of statement, objectives, 

research questions, significance of the study, scope of the study and organization of the 

study. This study was focused on access to credit and performance of small business. 

1.1 Background of the Study 

The extent to which financial institutions extends credit to the public for productive 

activities accelerates the rapidity of a nation’s economic growth and its long-term 

sustainability (Arene, 1992). Commercial banks are increasingly using credit scoring 

models to underwrite small business credits, small businesses are an important part of the 

economy of virtually every nation.  

Management at the Micro Credit Trust (MCT) knew that many of its clients would have 

preferred individual loans, but believed that the group was such an efficient delivery 

mechanism that the organization didn’t do anything about it. Then People’s Bank 

appeared on the scene, offering individual loans at lower interest rates, without having to 

attend numerous meetings and training sessions. Today, most development economists do 

assert that if development is to be realized and become self-sustaining; it will have to start 

in rural areas (Baklouti  & Abdelfettah , 2013). 

The performance of microfinance institutions in terms of institutional sustainability seems 

not encouraging despite the fact that international and national development programs 
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have been giving high priority on sustainable microfinance to the poor for many years 

(Lawrence, Kimando , John ,Kihoro & Grace , 2012).  

Nonetheless, small firms have historically faced significant difficulties in accessing 

funding for creditworthy projects due to a lack of credible information about them by 

potential providers of funds. Small businesses are typically much more informational 

opaque than large corporations because they often do not have certified audited financial 

statements to yield credible financial information on a regular basis (Allen &  Scott , 

2005). 

Small and Micro Enterprises (SMEs) play an important economic role in many countries, 

SMEs play a central role in the European economy. They are a major source of 

entrepreneurial skills, innovation and employment. However many SMEs remain outside 

the formal banking sectors yet they play a key role in the economy of many countries. In 

Rwanda, they create employment at low levels of investment per job, lead to increased 

participation of native people in the economy, use mainly local resources, promote the 

creation and use of local technologies, and provide skills training at a low cost to society 

(Anthony  & Thomas , 2012). 

Rwanda is one of the poorest countries in the world; it is landlocked with low industrial 

production. Its economy is almost based on agricultural productivity since 92% of the 

population occupies the agriculture sector. It located in central Africa. Since 2005, the 

existing literature has shown the declining trends of incomes, savings, employment 

resources, famine, high population growth rate and general drop in the standards of living 

of people. In every developing nation, the ongoing crucial issue is socio-economic 

development and performance of small business, thus the small businesses are one of the 
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tools influence economic development. (Ministry of finance and economic planning 

[MINECOFIN], 2008). Thus, from this background, the researcher has intention to carry 

out this research called access to credit and performance of small business. Dufashanye is 

a rural area SMEs financed by Duterimbere in Muhanga District. It has been created in 

2008 by 43 cooperatives worked in Muhanga Distrcit and financed by Duterimbere 

Microfinance.  

1.2 Problem Statement 

According to Pedro, Olinto, Kathleen, Beegle, Carlos and Hiroki, (2013), 16.1 percent of 

the world’s population lived on less than 1 US dollar a day (which corresponds to 

absolute or monetary poverty) and 57.6 percent lived on less than 2.5 US dollar a day and 

then African rural areas population represent 70 percent of individuals living on less than 

1 US dollar a day. (Abur  & Torruam Ja , 2012) as a developing country, Bangladesh has 

been putting vigorous attempts towards achieving its development. Micro-credit and 

small business enterprise are considered as one of the vital tools for poverty alleviation in 

Bangladesh, and this is may be the same to other developing countries like Rwanda.  

Normally in Rwanda, financial institutions giving credits to their clients, they require a 

guarantee. In case of non-reimbursement, microfinance shall confiscate the guarantee 

given whereby the clients get double loss.  

The borrower loss both collateral and loan, thus, this is a big problem that could increase 

the poverty rate in Rwanda. The reason why the effect of access to credit and 

performance of small business is very important in poverty reduction. Despite that very 

few studies could have been done on microfinance and poverty in Rwanda, literature and 

researches from elsewhere indicate inconclusive results on this topic. And then, even if 

government of Rwanda has spent and planned for vision 2020 using some strategies such 
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as Economic development and poverty reduction strategies (EDPRS 1, EDPRS 2), small 

business and financial institutions are one of the drivers to economic development and 

poverty reduction through the activities they provide to the citizens. It is in this regard, 

that the researcher comes up with the idea of conducting a research on examining the 

contribution of access to credit and performance of small business in Muhanga District, 

on the case study of Muhanga District small business financed by Duterimbere Ltd. 

1.3 Objective of the study 

This is divided into general and specific objectives 

1.3.1 General Objective 

The general objective of the study is to examine the access to credit opportunity as a tool 

for small business performance. 

1.3.2 Specific Objectives 

In order to achieve the above general objective, the following specific objectives were set: 

(i) To determine the credit terms given to SMEs by DUTERIMBERE Ltd; 

(ii) To assess credit policies in DUTERIMBERE Ltd ; 

(iii) To examine the profitability of small business enterprise financed by 

DUTERIMBERE Ltd;. 

(iv) To establish the relationship between access to credit and performance of 

SMEs 

1.4 Research questions 

(i) What are the credit terms given to SMEs by DUTERIMBERE Ltd  ? 

(ii) What are the credit policies in DUTERIMBERE Ltd ? 
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(iii) What are the profitability of small business enterprise financed by 

DUTERIMBERE Ltd?; 

(iv) Is there any relationship between access to credit and performance of SMEs ? 

1.5 Significance of the Study 

This study established how management and access to credit contributes to the success of 

the borrower in their small business in Rwanda; this helps the decision makers to know 

benefits for the small business to reach the target of eradication of poverty and know the 

level of improving this area or sector. The study provided also the information valuable to 

the Government of Rwanda and the stakeholders in the issues of access to credit and its 

management as a loan performance and poverty reduction tool. And then, the research 

recommendations will help Muhanga  District small business financed by Duterimbere to 

improve its activities in order to provide a wider contribution in poverty reduction and its 

performance. The study results contributed to the academic literature on access to credit 

and its performance of small business enterprise. 

1.6 The limitations of the study 

The researcher anticipated a situation where some respondents’ may be busy. This made 

the research use interviews that take limited time and making of specific appointments. 

There was a situation whereby the questionnaire should be filled by other employees 

rather than the ones you have expected. The researcher used both interview and 

questionnaire. Thus, the researcher focused on,  only 43 companies financed by 

Duterimbere Ltd in Muhanga District.    
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1.7 Scope of the study 

The scope of the study was limited to the access to credit and performance of small 

business financed by Duterimbere Ltd  in Muhanga District .Concerning, content scope, 

the research focused on the access to credit and performance of small business enterprise. 

Geographical scope, the research was carried out in Muhanga District. Muhanga District 

is among of Southern Province. There are 52 kilometers from Kigali City to Muhanga 

District. This research focused on Dufashanye because Dufashanye is a cooperative 

located in Muhanga District and located in rural area. Dufashanye is composed by two 

associations, such as dress making and Agriculture-livestock. Time scope, the research 

covered the period between 2010 and 2013. This helped to ensure that research is specific 

to ascertain period of time. And this research focused out the financial period of 4 years 

that means 2010, 2011, 2012, and 2013. The researcher chose this period, because it is in 

this period whereby Dufashanye has been created. 

1.8 Organization of the study 

This study is subdivided into five chapters as follows; 

The first chapter is composed by introduction to the study, background to the study, 

problem statement, objectives of the study, research questions, significance of the study, 

limitations of the study, scope of the study and then organization of the study. 

The second chapter is composed by introduction to literature review, theoretical literature, 

empirical literature, critical review and research gap identification, conceptual framework 

and then summary of literature review. The third chapter is composed by introduction to 

the research methodology, research design, target population, sample design, sample size, 

sampling techniques data collection methods, data analysis procedures and then ethical 

consideration. 
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The fourth chapter is composed by introduction to the research findings and discussion, 

demographic characteristics of respondents and then presentation of findings. The fifth 

chapter is composed by introduction to summary, conclusions and recommendations, 

summary of findings, conclusions whereby the answers to research questions was 

presented, recommendations and then suggestions for further study.  
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CHAPTER TWO: REVIEW OF RELATED LITERATURE 

2.0 Introduction  

This chapter focuses and reviews the related literature on access to credit and 

performance of small business financed by Duterimbere Ltd in Muhanga District. It 

covers the meaning of credit, performance and small business and then their relevance 

terminologies in financial sector. 

2.1 Theoretical literature 

In this sub-section the researcher focuses on concepts and techniques regarding access to 

credit and performance of small business. The researcher focuses on past studies, 

journals, and books focused on philosophy of credit and performance of small business. 

2.1.1 Overview of credit and credit accessibility 

Credit is a contractual agreement in which a borrower receives something of value now 

and agrees to repay the lender at some date in the future, generally with interest. A credit 

is “something entrusted to another.” It is related to the word creditor; a person to whom a 

debt is owed. Credit terms’ are the minimum conditions set by lending institutions to 

which borrowers must adhere in order to qualify for loan (Bohnstedt, 2000). Enforcing 

credit terms involves the screening of customers so that only those who are credit-worthy 

are allowed to do business.  

Credit  accessibility  refers  to  the  ease  or  difficulty  of  acquiring  credit  by  borrowers  

for purposes  such  as  to  enhance  business  performance .  In  order  to  ensure 

continuity and realized success, SMEs  need to acquire the necessary financial resources 

credit  to allow  them  to  invest  now  so  that  they  obtained  income  in  the  future . 

Acquisition of such credit is difficult for the SMEs  because of  high rates  of interest on 
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lending, and  this  has  constrained   private  sector  demand  for  the  credit  and  limited  

their  progress (Audretsch, 2002). 

According to Gacuiri and  Henry (2013a), access to credit has been cited as a major 

barrier to small and micro enterprises growth and development. These enterprises are 

undercapitalized due to operational difficulties in accessing credit. Studies have shown 

that; accessibility to credit influence business performance.  

2.1.2 The benefits of access to credit on performance of small business 

Access  to  credit  also  reduces  the  opportunity  costs  of  capital-intensive  assets  

relative  to family labor, thus increasing labor-profitability and raising labor productivity, 

a crucial factor for development, especially in many African countries (Delgado, 2005). 

The accessibility of credit is still fairly constrained, and particularly access to formal 

credit for small and medium farmers. These forces constrained  borrowers  to  turn to  

more  expensive  and unreliable informal credit sources (Okurutu ,Schoombe, & Servaas, 

2004). 

When credit terms are favorable, they encourage borrowing and therefore the expansion 

of capital base, leading to increased business activity (Dietsch & Petey, 2002). In 

contrast, unfavorable credit terms  not  only  discourage  borrowing  but  also  decrease  

the  business  growth  of  a  borrowing  enterprise  because  they  become  huge  direct  

expenses  without  cash  discount,  which  reduce revenue (Kaplan, 2006) 

2.1.3 Small business enterprise 

Small Scale enterprises have been variously defined, but the most commonly used 

criterion is the number of employees of the enterprise. SMEs are described as efficient 
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prolific job creator, the seed of big businesses and the fuel of national economic engine. 

Small enterprises are lifeblood of most economies (Abor & Quartey, 2010). 

Aside from providing opportunities for employment generation, SMEs help to provide 

effective means of curtailing rural-urban migration and resource utilization. By largely 

producing intermediate products for use in large–scale companies, Small enterprises 

contribute to the strengthening of industrial inter-linkages and integration (Anthony & 

Thomas, 2012). 

2.1.4 Factors and challenges that affect small business enterprise 

According to Maxwell (1999) small business enterprises face numerous challenges 

including lack of access to credit due to their inability to provide collateral being 

demanded by the commercial banks, lack of Entrepreneurial & Business Management 

Skills, Regulatory Constraints, threats from International Markets, local marketing 

constraints, difficulties in gaining access to appropriate technologies and information on 

available techniques. 

 Access to credit has been cited as a major barrier to small and micro-enterprises growth 

and development. These enterprises are undercapitalized due to operational difficulties in 

accessing credit. Accessibility to credit influence business performance. The youth 

entrepreneurs face many challenges in accessing credit. This is because most of them lack 

collateral for security that the financial institutions demand before lending entrepreneurs,  

the cost of credit accessibility refers to the amount of money the youth entrepreneurs pay 

in process of borrowing money from financial institutions. The key indicators of cost in 

this respect are processing fees, negotiation fees, interest rate, personal insurance, legal 
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fees and travelling expenses that the youth entrepreneurs meet in the process of acquiring 

credit (Gacuiri & Henry, 2013b). 

Credit terms; standard or negotiated terms (offered by a seller to a buyer) that control (1) 

the monthly and total credit amount, (2) maximum time allowed for repayment, (3) 

discount for cash or early payment, and (4) the amount or rate of late payment penalty. 

The length of time a consumer has to repay the amount of debt owed on an obligation. 

This can also include interest payments. The conditions under which credit was extended 

to a customer, the components of credit terms are: cash discount, credit period, net 

period. Credit Policies; small businesses, which play a key role in generating 

employment and creating economic wealth, face restrictions in accessing bank credit and 

in the terms of loan conditions. The significant difficulties in accessing external finance 

arise partly from small firms´ financial fragility and the legal opacity of information that 

they give to the lenders. 

2.1.5 Performance of small business enterprise 

 Performance of small business is subjective measure of how well a firm can use assets 

from its primary mode of business and generate revenues. This term is also 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. Means subjective measures of how a well a firm can use assets 

from its primary mode of business and generate revenue. This term is also used as general 

measures 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 as to compare industries or sectors in 

aggregation. 
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 Daft (1991) defined performance as the organization’s ability to attain goals by using 

resources in an efficient and effective manner. He emphasized that; the managers 

responsibility is to coordinate resources in most effective and efficient manner to 

accomplish organizational goal. Effective means producing the result that is wanted or 

intended; producing a successful result. And then efficiency means doing something well 

with no waste of time, money and energy.  

An appropriate performance measure instrument show management strategy affects 

shareholder value as measured by the risk-adjusted return on invested capital. An 

appropriate performance measure to gauge the effectiveness of a given strategy must, 

therefore, incorporate the required rate of return on invested capital, accurately measure 

the amount of capital used by the company, and correlate highly with the risk-adjusted 

rate of return earned by shareholders (Jeffrey , 1997).  

Various perspectives on financial performance are presented in the financial statements. 

These perspectives are essential factors in assessing the overall financial performance of 

the entity in the accounting period. However, they are not the sole measures of the 

entity’s financial performance in the period. Additional financial performance 

information, such as the efficiency or cost-effectiveness of policies and programs, that 

draws on information external to the financial statements supplements and adds further 

depth to the perspectives of financial performance illustrated in the financial statements 

(Beauchamp, 2013).  

Financial performance is the level of performance of a business over a specified period of 

time, expressed in terms of overall profits and losses during the time. Evaluation of the 

financial performance of a business allows decisions-makers to judge the results of 

business strategies and activities in objective monetary terms (Timothy, 2000). 
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2.1.6 Measurement of small business performance 

Return on equity (ROE) 

A company wants to maximize its use of stockholder's equity, as it is the stockholders the 

company must answer to on how they spent the stockholder's money. Return on Equity 

basically shows how any dollars of earnings were generated per dollar of equity the 

stockholder's provided (Abor & Quartey, 2010). 

 

Return on equity is the ratio of net income of a business during a year to its stockholders' 

equity during that year (Diamond, 2002). It is a measure of profitability of stockholders' 

investments. It shows net income as percentage of shareholder equity. Return on equity is 

an important measure of the profitability of a company. Higher values are generally 

favorable meaning that the company is efficient in generating income on new investment. 

Investors should compare the ROE of different companies and also check the trend in 

ROE over time. However, relying solely on ROE for investment decisions is not safe. It 

can be artificially influenced by the management, for example, when debt financing is 

used to reduce share capital there was an increase in ROE even if income remains 

constant (Bohnstedt, 2000). 

 

The formula of return on equity is 

ROE =  

Annual Net Income 

Average Stockholders' Equity 
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Return on asset (ROA) 

An indicator of how profitable a company is relative to its total assets. ROA gives an idea 

as to how efficient management is at using its assets to generate earnings. Calculated by 

dividing a company's annual earnings by its total assets, ROA is displayed as a 

percentage. Sometimes this is referred to as "return on investment". The assets of the 

company are comprised of both debt and equity. Both of these types of financing are used 

to fund the operations of the company (Kaplan, 2006)  

 

   ROA =  

Annual Net Income After Tax 

Total asset 

(Mark & Ilse,2008),  

Net profit 

Net profit is calculated by taking revenues and adjusting for the cost of doing business, 

depreciation, interest, taxes and other expenses. This number is found on a company's 

income statement and is an important measure of how profitable the company is over a 

period of time. The measure is also used to calculate earnings per share. Net profit often 

referred to as the bottom line, net profit is calculated by subtracting a company's total 

expenses from total revenue, thus showing what the company has earned (or lost) in a 

given period of time (usually one year) (Ramos, 2000). 
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2.2 Empirical Literature 

Gacuiri and Henry (2013c) analyzed the challenges facing entrepreneurs in accessing 

credit. The objective of their study was to investigate cost of credit faced by youth 

entrepreneurs in Makuyu Division, Murang’a County and how it influences credit 

accessibility among the youth entrepreneurs. Random sampling method was used in 

which out of 40 youth entrepreneurs were selected out of the target  population of 200. 

The research found that most of youth entrepreneurs faced challenges in accessing credit 

due high cost of credit evidenced in high loan processing fees, high rate of legal fee, high 

rate of interest, high cost of credit insurance and high expenses incurred in travelling in 

the process looking for credit. Gacuiri and Henry (2013d) focused on young 

entrepreneurs only, whereby young entrepreneurs do not have enough experience in credit 

and small business performance. And then, even if they analyzed different factors and 

challenges, they did not focus on the profitability and productivity of borrowers. 

Anthony and Thomas (2012) examined the effect of access to credit on the growth of 

Small and Medium Scale Enterprises (SMEs) in the Ho Municipality of Volta Region of 

Ghana by using both survey and econometric methods.  Both survey and econometric 

results show that access to credit exerts a significant positive effect on growth of SMEs in 

the Ho-Municipality of Ghana. Although, this research targeted small and medium 

enterprises, they focused on the determinants of credit, whereas ignored measurement of 

performance in small business.   

 The study of Ismael (2013) examined the  empirical  relationship between credit terms, 

credit accessibility  and  the  performance  of  agricultural  cooperatives  in  Rwanda. 

Correlation  and  regression  models were  used    to  test  whether  the  performance  of  

agricultural  cooperatives  is  affected  by  credit terms and credit accessibility and also if 
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there is any relationship between the two. Ismael found  a  positive  and  significant  

relationship  between  credit  terms,  credit accessibility  and  the  performance  of  

agricultural  cooperatives. During his research the research focused only on desk data 

rather than primary data. Apart from using secondary data, Ismael did not analyze the 

profitability of those cooperatives under study using profitability and activity ratios.   

2.3 Critical Review and Research Gap identification 

The role of small scale businesses as an engine to economic growth has garnered 

considerable public attention. They have significantly low revenues and most have closed 

even before their first anniversary. Despite of uncertainties and risks in business, many 

are born, operate with just minimal gains to maintain business with no growth. Small 

scale businesses use loans from micro finance institutions (MFI) to finance their business 

operations and others use the credit to set up business. However, despite of the funds 

borrowed, business performance (profit and sales growth) is still small. Generally the 

literature indicates how the credit terms set by lending institutions determine the level of 

the enterprise’s accessibility to credit and, in so doing, affect the performance achieved . 

The literature  however,  articulates  not  only  how  this  factor affects  credit  

accessibility,  but  also  its  effect  on  the  performance  of  enterprises.  This  therefore 

implies  that  the  performance  of  enterprises  can not  be  considered  in  terms  of  

profitability  and productivity  alone  but  must also take into account  the fact that  

enterprises’  access to credit and attractive credit terms play a vital role  in their 

performance. However, the existing literatures do not include any  studies of the relative 

contribution of different  variables to the  performance of enterprises in Rwanda. This 

study aims to fill the gap in knowledge, with a particular focus on small business financed 

by Duterimbere in Muhanga District. 
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2.4 Theoretical framework 

This study focused on the statistical theory, where by the researcher used both inferential 

and descriptive statistics. When we do descriptive statistics, we take a set of data and find 

the best way to describe, summarize, and display it. We consider both individual variables 

and relationships between pair’s variables. We use the information we obtain to draw 

conclusions concerning the individuals who provided the data. Inferential statistics 

furnishes tools by which to decide whether an observed difference is "significant," in a 

strict technical sense: viz., that the difference is very unlikely to be due to chance. A 

difference that is statistically significant mayor may not be of practical importance. On 

the other hand, a difference inav seem, to the uninitiated, large enough to be important 

and yet be, in fact, non-significant because it could easily have been due to mere chance. 

According to Gabrenya (2003) inferential statistics is the mathematics and logic of how 

this generalization from  sample to population can be made. The fundamental question is: 

can we infer the  population’s characteristics from the sample’s characteristics? 

Descriptive statistics remains local to the sample, describing its central tendency and 

variability. While inferential statistics focuses on making statements about the population. 

2.5 Conceptual framework 

A conceptual framework is a model that presents and explains the relationship between 

various variables. In a conceptual framework there are three types of variables: 

dependent, independent and intervening variable. In this study, as conceptualized by the 

researcher (2014), the independent variable is the access to credit and dependent variable 

is the performance of small business.  

According to figure 2.1, the independent variable (access to credit) influences the 

performance of dependent variable (performance of small business) through the credit 
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policies which ensures that proper assessment of credit is done. Apart from dependent and 

independent variables, there is intervening variable with other influence. This can be 

represented under the theoretical model in the figure 2.1 

Figure 2.1: Conceptual framework 

Independent variable    Dependent variable 

 

  

 

 

 

                    

Source: Researcher 

Credit terms’ are the minimum conditions set by lending institutions to which borrowers 

must adhere in order to qualify for loan (Bohnstedt, 2000). Enforcing credit terms 

involves the screening of customers so that only those who are credit-worthy are allowed 

to do business.  

 

Government sets credit policies facilitate small businesses which play a key role in 

generating employment and creating economic wealth, face restrictions in accessing bank 

credit and in the terms of loan conditions. The significant difficulties in accessing external 

finance arise partly from small firms´ financial fragility and the legal opacity of 

information that they give to the lenders. 
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2.6 Summary  

The role of small scale businesses as an engine to economic growth has garnered 

considerable public attention. They have significantly low revenues and most have closed 

even before their first anniversary. Despite of uncertainties and risks in business, many 

are born, operate with just minimal gains to maintain business with no growth. Small 

scale businesses use loans from micro finance institutions (MFI) to finance their business 

operations and others use the credit to set up business. However, despite of the funds 

borrowed, business performance (profit and sales growth) is still small. Generally the 

literature indicates how the credit terms set by lending institutions determine the level of 

the enterprise’s accessibility to credit and, in so doing, affect the performance achieved. 

The literature  however,  articulates  not  only  how  this  factor affects  credit  

accessibility,  but  also  its  effect  on  the  performance  of  enterprises.  This  therefore 

implies  that  the  performance  of  enterprises  can  not  be  considered  in  terms  of  

profitability  and productivity  alone  but  must also take into account  the fact that  

enterprises’  access to credit and attractive credit terms will play a vital role  in their 

performance. However, the existing  literatures do not include  any  studies of the relative 

contribution of different  variables to the  performance of enterprise in Rwanda.  This 

study aims to fill the gap in knowledge, with a particular focus on small business in 

Muhanga District. 
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CHAPTER THREE: RESEARCH METHODOLOGY 

3.0 Introduction 

Research in common manner of speaking refers to a search for knowledge. One can also 

define research as a scientific and systematic search for pertinent information on a 

specific topic. In fact, research is an art of scientific investigation. Research method 

comprises of all intellectual process, an orderly system or arrangement that enables a 

researcher to reach on aspect of knowledge by using various techniques (Arene, 1992). 

Research is a logical and systematic search for new and useful information on a particular 

topic. This section presents the methods that the researcher used when carrying out the 

research; the research design, target population and sample size are presented. The 

chapter further presents the methods through which data was collected from both primary 

and secondary sources. Data presentation and analysis methods are also suggested.  

3.1 Research Design  

According to Gilbert (1992a), a research design is a framework or a plan for the study 

used as a guide in collecting and analyzing data. It is a blueprint that is followed in 

completing a study. He further defines a research design as a plan of action, for the 

purposes of this study; the researcher adopted a survey as his research design. A research 

design  typically included how data is to be collected, what instruments was employed, 

how the instruments was used and the intended means for analyzing data collected. 

Correlational statistics was used to describe the relationship between the variables under 

the study, which are access to credit and performance of small business. The researcher 

used both primary and secondary data.  

http://www.businessdictionary.com/definition/data.html
http://www.businessdictionary.com/definition/instrument.html
http://www.businessdictionary.com/definition/employment.html
http://www.businessdictionary.com/definition/mean.html
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3.2 Target population 

The target population for a survey is the entire set of units for which the survey data are to 

be used to make inferences. Thus, the target population defines those units for which the 

findings of the survey are meant to generalize. Gilbert (1992b) asserts that, population 

refers to all the events, things or individuals that are the objects of investigation. This 

research made to study the contribution of access to credit on performance of small 

business financed by Duterimbere in Muhanga Distrct. The target population under study 

was comprised of 86 members of  Dufashanye Muhanga , which is one of the SMEs 

financed by Duterimbere Ltd.  

3. 3 Sample Design 

Study design, sampling plan and survey design is a procedure or plan drawn up before 

any data is collected to obtain a sample from a given population. 

3.3.1 Sample Size 

From a target population of  86 members of Dufashanye, small business enterprises 

financed by Duterimbere Ltd, a sample size determination was not necessary in this 

research, because population under studied were less than 100 and there was no constraint 

to do not consider a whole population. Hence, this research used census method.  

Table 3.1: Population under study 

Target population  Number of respondents 

Female 61 

Male 25 

Total 86 

Source: Duterimbere Ltd  
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3.3.2 Sampling Technique 

The researcher used census method. Hence, in this research, the researcher selected 86 

members from selected small business (Dufashanye Muhanga) financed by Duterimbere. 

3.4   Data Collection Methods 

3. 4.1 Data Collection Instruments 

The information from the primary data was obtained through a structured questionnaire 

and an interview schedule and documentary review search was applied as to obtain 

secondary data.  

According to Audretsch (2002), questionnaire is a list of questions generally mailed or 

handed to the respondents and filled in by her with no help to the interviewer. The 

questionnaire contained both open and closed ended questions were addressed to the 

respondents. With open-ended questions were kept to the minimum so as to enable the 

respondents to focus on aspect of the research. With open -ended questions, the 

respondents had to give personal responses or opinions in their own words whereas with 

close-ended questions, respondents were given different alternatives to choose from. 

The whole process of distributing questionnaires was as follows: the researcher first 

contacted the managing director of the enterprise about the issue before the process 

started. At this stage, researcher gave the manager a pre-test questionnaire to fill. This 

helped researcher to test the understandability of the respondents in relation to questions 

asked. By the help of pre-tests, the researcher was able to identify the gaps in the 

questionnaire and made corrections where necessary. After the pre-test questionnaires 

were collected and necessary corrections made, questionnaires were distributed to the 

respondents for filling. The questionnaire distribution protocol in the enterprise was 
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organized in a way that facilitated the process of collecting them. Here the researcher 

deliberately selected few of the staff members only from the enterprise and some of the 

population around it; to whom the questionnaires were given for both distribution and 

collection after being filled out. In a few cases, the researcher had to be personally present 

to aid the respondents' complete questions. 

The advantages of close- ended questions are that the answers are standard, and can be 

compared from person to person. Therefore, are much easier to code and analyze; and 

often can be coded from the questionnaire, saving time and money. Further, the 

respondent was often clear about the meaning of the question and could often tell the 

answer for what was demanded. 

A questionnaire is a set of well-designed questions intended to help the researcher acquire 

the required information from respondents. The researchers in this case formulated 

questions regarding the study variables and give them to respondents to express their 

views on the study topic. 

Unstructured interview is an instrument that is not given directly to the respondents, but is 

filled in by an interviewer who reads the questions to the respondent. In case where the 

researcher had access to the respondents, she interviewed them and responses were filled 

in the interview schedule. The researcher formulated an interview guide which to help in 

getting data from some of the respondents, who was very busy with limited time to fill 

questionnaires.  

Documentary study is a careful reading, understanding and analysis of written documents 

for some purposes other than social research. In this research, the researcher collected the 

already existing data, by finding them where they are stored or field. The researcher 
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further was reviewed financial statements of Dufashanye in order to calculate profitability 

ratios. 

3.4.2 Administration of Data Collection Instruments  

The researcher distributed the questionnaires to the respondents and wait for them for 

three days. And then the researcher made sure the number of questionnaire distributed has 

been filled by all respondents or not. The main techniques of primary data collection are 

interviews and questionnaires given to the staff and population around the enterprise. 

Therefore, primary data are collected from respondents in the form of answers to the 

administered questionnaire as well as responses where interviews were applied. Primary 

data are collected specifically to address the problem in question and is conducted by the 

decision maker. Primary data may be collected through surveys, focus groups or in-depth 

interviews, or through experiments such as taste tests (Kynda, 2008). 

Secondary data is information that has already been collected and is usually available in 

published or electronic form. Secondary data has often been collected, analyzed, and 

organized with a specific purpose in mind, so it may have limited applications to specific 

market research (Gilbert, 1992c).  

However, some of the advantages of using secondary data for market research include 

both cost and time savings. Data that has been published by government agencies is 

readily available and free of charge, while data collected and analyzed by private 

companies may require permission for use. The use of secondly data is important because 

it reviews the literature and tries to focus both global and national perspectives so that the 

researcher could have a comparative framework for analysis and evaluation. 

(Williams,2004) 
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3.4.3 Reliability and validity 

Reliability is the extent to which research tool can yield same results in different studies; 

validity is the accuracy and meaningfulness of results gotten from data collected using the 

research tools. After designing the questionnaire, a pretest of this instrument was carried 

on people with similar characteristics with that of the sample units. The researcher 

consulted supervisor and other external experts in the case of language or other 

challenges concerning research.  

3. 5 Data analysis Procedure  

Data collected is really in arrow form. It is not easy to the researcher to present the 

findings of the study. Therefore, the researcher had technically processed data before 

proper analysis was done so as to become more meaningful for interpretation. Data 

processing was done in accordance with general and specific objectives of the research 

study. After carrying out interviews with respondents and questionnaire was collected, 

they was edited and the information was arranged in a meaningful and organized form by 

coding it. The data was analyzed by Statistical Packaging for Social Science software.  

According to Bohnstedt (2000) editing is the process of going through the questionnaire 

to ensure that the `skip patterns' were followed and required questions are filled out. 

Editing involves the inspection and if necessary, connections of each questionnaire or 

observation form; the basic purpose of editing is to impose some minimum quality 

standards on the raw data. 

According to Daft (1991), coding is the procedure by which data are categorized. 

Through coding, the raw data was transformed into symbols usually numerals that may be 

tabulated and counted. The transformation is not automatic; however, it involves 

judgment on the part of coder. The purpose of coding in the survey is to classify the 
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answers acquired were coded and tallies used to determine the frequencies of each 

response. 

Tabulation refers to the part of technical process on statistical analysis of data that 

involves counting to determine the number cases that fall into various categories. Thus, 

after eliminating errors, codes are assigned to each answer. This stage led to the 

construction of statistical tables showing frequency distribution of answers to questions 

addressed to respondents. The statistical tables were used to compare the number of 

occurrences of each answer to questions asked. Up to this level, it was through 

mathematical and statistical tables that the number of occurrence of each answer in 

relation to the questions asked was converted into percentages which made it clear. Each 

table is accompanied by explanations about the nature of relationship between the 

variables that were indicated in tables. 

3.6 Ethical Consideration 

The following ethical issues, though not exhaustive, has been identified by various 

authors as important to be considered during any research: Informed consent, avoidance 

of harm, violation of privacy, anonymity and confidentiality, deceiving respondents or 

concealing of information, respect for human dignity that include right for full disclosure, 

debriefing respondents and presentation and interpretation of data.  

With regard to this study, the aims and objectives was conveyed to all the relevant 

authorities during the process of acquiring permission to do research, and to the 

employees and managers involved during the data collection stage. Respondent’s 

participation was voluntary and they had the right to withdraw from the study at any time 

if they so wished. Anonymity and confidentiality was promised and ensured, by providing 

a self-addressed return envelope with each questionnaire and by requesting respondents 
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not to write their names on the questionnaire. In addition, a covering letter which 

explained the aim and objectives of the study was accompanied each questionnaire. 
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CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSION 

 

4.0 Introduction 

This chapter presented, analyzed and interpreted the findings of the research according to 

the research questions and objectives. The researcher presented the collected data using 

tables and figures from which percentages and frequencies were ascertained to provide a 

basis for analysis and interpretations. In this section, the researcher presents the findings 

of the research extracted from the data collection instruments that included 

questionnaires. The researcher deposited 86 (i.e. 100%) questionnaires and only 3 (i.e. 

3.49%) questionnaires have been missed. The researcher analyzed 83 (i.e 96.51%) 

respondents.  

Table 4.1 Demographic Characteristics of Respondents 

 

The researcher presents the respondents’ profile in relation to kind of business of 

respondents such as Dress making, Agriculture and livestock 

Table 4.1:  Distribution of respondents by kind of business enterprise engaged in 

  Frequency Percent 

 Dressmaking 13 15.6 

Agriculture & livestock 70 84.3 

Total 83 100.0 

Source: Primary data 

From the table 4.1 out of 83 respondents, 13 (i.e 15.6%) engaged in dressmaking, 70 (i.e 

84.3%) engaged in agriculture and livestock. This implies, those rural areas entrepreneurs 

financed by DUTERIMBERE are interested in the field of agriculture and livestock as the 
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majority Rwandan rural areas their day to day activities are agriculture. Hence, the level 

of access to credit rural areas entrepreneurs influences the level of performance of SMEs. 

4.2 Presentation of Findings 

This section is classified according to the research objectives, such as the credit terms 

given to SMEs by DUTERIMBERE Ltd;  credit policies in DUTERIMBERE Ltd ;  

profitability of small business enterprise financed by DUTERIMBERE Ltd; relationship 

between access to credit and performance of SMEs 

4.2.1 Credit terms given to SMEs by DUTERIMBERE Ltd 

 

This subsection focuses on the credit terms given to SMEs financed by Duterimbere. This 

research focused on social security, repayment period, group security, eligibility of the 

borrower, collateral before given the loan, central bank regulations and control.  

Table 4.2: Access to credit from other financial institutions 

  Frequency Percent 

 Strongly agree 79 95.2 

Disagree 4 4.8 

Total 83 100.0 

Source: Primary data 

The table 4.2 indicates that out of 83 respondents, 79 (i.e 95.2%) have credit from other 

financial institutions and 4 (4.8%) of respondents did not have credit from other financial 

institutions. This implies that, the majority of respondents have access to credit in 

different financial institutions. Hence, it was very important to analyze the contribution of 

access to credit and performance of SMEs. 
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Table 4.3: Views of respondents on the credit terms given to SMEs by DUTERIMBERE 

  Frequency Percent 

 Social security 31 37.3 

Repayment Period 22 26.5 

Group security 17 20.5 

Eligibility of the Borrower 13 15.7 

Total 83 100.0 

Source: Primary data 

The table 4.3 indicates the credit terms given to SMEs by DUTERIMBERE. Out of 83 

respondents, 31 (i.e 37.3%) chose social security, 22 (i.e 26.5%) chose grace period, 17 

(i.e 20.5%) chose group security and 13 (15.7%) chose eligibility of the borrower. If you 

have social security money deposited into a bank account, it may be protected from 

judgment creditors. A repayment period for those people financed by Duterimbere is 

usually the only a feature of a loan on which interest is calculated monthly. Under some 

loan contracts, payments outstanding during grace periods are interest free, but the 

majority has interest compounding during the grace period.  Hence, in Duterimbere  

Social security, Grace period, group security and eligibility of the borrower are the main 

terms given to SMEs in other to have access to credit and improve their level of 

performance. 
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Table 4.4:Views  on terms concerning central bank regulations and control 

 

  Frequency Percent 

 Strongly agree 12 14.5 

Disagree 63 75.9 

Strongly disagree 8 9.6 

Total 83 100.0 

Source : Primary data 

The table 4.4 indicates that out of 83 respondents, 12 (i.e 14.5%) respondents agreed that 

terms concerning central bank regulations and control are one of the challenges faced by 

the borrower during credit application and 71 (i.e 85.5%)  did not confirmed the 

statement. The majority of respondents confirmed that terms concerning central bank 

regulations and control facilitating SMEs performance. Hence, those SMEs financed by 

Duterimbere in Muhanga District have opportunity to perform through central bank 

regulations and control. 

4.2.2 Credit policies in DUTERIMBERE Ltd 

This subsection focuses on the policies concerning SMEs and access to credit in 

Duterimbere.  It focuses on special treatment on credit as rural areas, capacity of 

borrower, Interest rate, Credit Monitoring, Credit insurance, Recommendations on user 

fees, Minimize losses on credit and long-term sustainability of the institution. 
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Table 4.5 Opinion of respondents on special treatment concerning credit as a rural 

area entrepreneur 

  Frequency Percent 

 Strongly agree 19 22.9 

Agree 2 2.4 

Disagree 54 65.1 

Strongly disagree 8 9.6 

Total 83 100.0 

Source : Primary data 

The table 4.5 shows that out of 83 respondents, 19 (i.e 22.9%) respondents strongly 

agreed   that they enjoyed some special treatment concerning credit  by virtue of being a 

rural area entrepreneur, 2.4% agreed,65.1% disagreed  and 9.6 strongly disagree. The 

majority of respondents did not confirm that they enjoy special treatment as being a rural 

entrepreneur. Whereby the development of rural area entrepreneurship has become a buzz 

word in Rwanda. Hence, these SMEs need other financial institutions in order to improve 

their level of performance in Muhanga District. 

Table 4. 6: Opinions of respondents on  DUTERIMBERE’s capacity of borrower policy 

  Frequency Percent 

 Strongly agree 60 72.3 

Disagree 23 27.7 

Total 83 100.0 

Source : Primary data 
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The table 4.6 indicates that out of 83 respondents, 60 (i.e 72.3%) respondents strongly 

agreed that DUTERIMBERE focused on capacity of borrower before gave them credit 

and 23 (i.e 27.7%) of respondents disagreed with the statement. Therefore, a financial 

institution derives high returns from good relationship with its customers; hence 

Duterimbere focuses on capacity of those rural areas so that it should know whether. 

Hence, the amount of money available for a company to borrow based on the company's 

current financial state. Capacity measures a borrower's ability to repay a loan by 

comparing income against recurring debts. 

Table 4.7: credit policies given to SMEs by DUTERIMBERE 

  
Frequency Percent 

 Interest rate 
20 23.3 

Credit Monitoring 34 39.5 

Credit insurance 8 9.3 

Recommendations on user 

fees 
7 8.1 

Minimize losses on credit 7 8.1 

long-term sustainability of the 

institution 
7 8.1 

Total 83 100.0 

Source : Primary data 

 

Table 4.7 indicates that out of 83 respondents 20 (i.e 23.3%) chose interest rate, 34 (i.e 

39.5%) chose credit monitoring, 7 (i.e8.1%) chose recommendations on user fees, 7 

(11.6%) chose policies regarding minimization of losses on credit and 7 (8.1) chose 

policies regarding long-term sustainability of the institution. This implies that credit 

monitoring, interest, minimize losses on credit, credit insurance and long term 

sustainability of the institutions are among credit policies given to SMEs by 

DUTERIMBERE. 
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4.2.3 Views of respondents on profitability of  SMEs financed by DUTERIMBERE 

Ltd 

This subsection focuses on profitability of SMEs financed by Duterimbere in Muhanga 

District. This research focused on  interest rate, sufficient of credit given by 

DUTERIMBERE, amount of credit needed, credit application based on their 

performance, use of return on equity to measure profitability, use of return on assets to 

measure profitability, Credit conditions. 

Table 4.8: Overview on the level  of  interest rate in financial institutions 

  Frequency Percent 

 High 60 72.3 

Low 23 27.7 

Total 83 100.0 

Source : Primary data 

From  table 4.8 out of 83 respondents 60 (72.3%) respondents confirmed that the interest 

rate in financial institutions is high and 23 (i.e. 27.7%) confirmed that the interest rate in 

financial institutions is low. This implies that, the majority of respondents confirmed that 

interest rate is high. The level of interest rate risk is a general phrase for the effect of 

changes in market interest rates on banks’ financial conditions. Interest-rate risk is the 

exposure of an institution’s financial condition to adverse movements in interest rates. 

Accepting this risk is a normal part of banking and can be an important source of 

performance of borrowers. More complex institutions and those with higher interest-rate-

risk exposures or holdings of complex instruments may require more elaborate and formal 

IRR management systems to address their broader and typically more complex range of 

financial activities. 
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Table 4.9: Overview of respondents on the sufficient of credit given by DUTERIMBERE 

  Frequency Percent 

 Agree 3 3.6 

Strongly Disagree 80 96.4 

Total 83 100.0 

Source : Primary data 

The table 4.9 indicates that out of 83respondents, 3 (i.e 3.6%) agreed that the credit given 

by DUTERIMBERE is sufficient and 80 (i.e 96.4%) strongly disagreed that credit given 

by DUTERIMBERE is not sufficient. This implies that the majority of respondents 

confirmed that credit given by Duterimbere is insufficient. Hence, rural areas 

entrepreneurs must minimize all loss caused by credit risk in order to achieve high level 

of performance in their routine activities.  

Table 4.10: Overview on the amount of credit needed 

  Frequency Percent 

 Twice 30 36.1 

Three time 53 63.9 

Total 83 100.0 

Source : Primary data 

The table 4.10 indicates that out of 83 respondents 30 (i.e 36.1%) said that the available 

credit should be twice and 53 (i.e 63.9%) said that it should be Three times. This implies 

that, the majority of respondents confirmed that the amount of credit needed should be 

three time in Duterimbere Ltd. Hence, even if Dufashanye cooperative has access to 

credit, they need other financial institutions to improve access to credit in Muhanga 

District. 
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Table 4.11: Level of performance of Agriculture-livestock 

  2010 2011 2012 2013 

Gross profit% 37.7 40.9 38.48 41.52 

Net profit% 5.76 6.47 6.28 8.39 

Return on assets% 6.32 6.92 5.81 6.92 

Return on equity% 33.29 13.81 9.66 18.59 

Source: secondary data 

The table 4.11 indicates the level of performance using secondary data concerning agriculture-

livestock. According to the results, gross profit ratio increased from 37.7% in 2010 up to 41.52 in 

2013;Net profit ratio increased from 5.76% in 2010 up to 8.39% in 2013; Return on assets 

increased from 6.32% in 2010 up 6.92% in 2013; and then return on equity  decreased from 33.29 

% in 2010 to 18.59%.  Therefore, the level of performance in period understudy was good 

according to the change in gross profit, net profit and return on assets. But, the use of  Equity was 

not good, this depended on the accessibility of credit. 
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Figure 4.2: Variation of Gross profit according to the period under study 

 

Figure 4.2 indicates the variation of gross profit according to the period under study(2010 

- 2013). Gross profit is a company's residual profit after selling a product or service and 

deducting the cost associated with its production and sale. Hence, when analyzing 

performance of Dufashanye, gross profit is very important because it indicates how 

efficiently management uses labor and supplies in the production process. More 

specifically, it can be used to calculate gross profit margin.  
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Figure 4.3: Variation of Net profit according to the period under study 

 

Figure 4.3 indicates the variation of net profit according to the period under study (2010 - 2013) 

Net profit is calculated by taking revenues and adjusting for the cost of doing business, 

depreciation, interest, taxes and other expenses. This numbers are found on income 

statement and is an important measure of how Dufashanye is profitable over a period of 

time,.All non-operating revenues and expenses are not taken into account because the 

purpose of this net profit is  to evaluate the profitability of the business from its primary 

operations. 
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Table 4. 12: Level of performance of dressmaking 

 

 

  2010 2011 2012 2013 

Gross profit% 52.39 55.39 59.37 58.32 

Net profit% 12.52 12.35 13.27 14.08 

Return on assets% 12.57 12.73 12.7 12.38 

Return on equity% 23.66 16.13 20.65 18.77 

Source: Secondary data 

The table 4.12 indicates the level of performance using secondary data concerning dress-making. 

According to the results, gross profit ratio increased from 52.39 % in 2010 up to 58.32 in 

2013;Net profit ratio increased from  12.52 % in 2010 up to 14.08% in 2013; Return on assets 

increased from 12.57 % in 2010 up to  12.38% in 2013; and then return on equity  decreased from 

23.66 % in 2010 to 18.77%.  Therefore, the level of performance in period understudy was good 

according to the change in gross profit, net profit and return on assets. And, the use of Equity was 

not good, whereby this depended on the accessibility of credit. 

4.2.5  Correlation between access to credit and performance of Dufashanye 

 

This subsection focuses on the relationship between variable under study, such as access 

to credit and performance of Dufashanye. This research used Pearson correlation 

coefficient in order to establish the relationship between these variables. 
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Table 4.13: Correlation between Access to credit and performance of Dufashanye 

  Access to credit Performance 

Access to credit Pearson Correlation 1 .940
**

 

Sig. (2-tailed)  .000 

N 83 83 

Performance Pearson Correlation    .940
**

 1 

Sig. (2-tailed) .000  

N 83 83 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Primary data 

In statistics, the Pearson product-moment correlation coefficient or Pearson's r is a 

measure of the linear correlation (dependence) between two variables X and Y, giving a 

value between +1 and −1 inclusive, where 1 is total positive correlation, 0 is no 

correlation, and −1 is total negative correlation. It is widely used in the sciences as a 

measure of the degree of linear dependence between two variables. 

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 - 0.1.00] : Positive and very high correlation. 

From the  results in the table 4.16, where r = 0.940 i.e 94.0% and the above legend, this 

research found that there is a positive and very high correlation between access to credit 

and performance of  Dufashanye. This implies that, access to credit in Dufashanye affects 

positively its performance on the rate of 94.0%. 
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CHAPTER FIVE: SUMMARY CONCLUSIONS AND 

RECOMMENDATIONS 

5.0 Introduction  

 

In this chapter, the researcher summarized the findings based on respondents’ opinions 

and perception on access to credit and performance of SMEs financed by Duterimbere in 

Muhanga  district (Dufashanye). The summary of the findings is presented in line with 

the objectives of the research. The researcher also presents the conclusion of the study, 

gives the recommendations and suggestions the possible areas for the future researchers. 

5.1. Summary of  Fin dings 

 

The financial side of the business can be managed by the use of appropriate financial 

management strategies just as the physical side of the business is managed. Managers are 

responsible for the business health of their firms. It is their responsibility to avoid 

financial mistakes. Access to credit is useful tools in this process. This research analyzed 

data according to the research objectives such as , to determine the credit terms given to 

SMEs by Duterimbere Ltd; to assess credit policies in Duterimbere Ltd ; to examine the 

profitability of small business enterprise financed by Duterimbere Ltd  and then to 

establish relationship between access to credit and performance of small enterprises. 

5.1.1.Credit terms given to SMEs by DUTERIMBERE Ltd 

According to the first objective; from table 4.2 up to 4.6; credit terms given to SMEs  by 

Duterimbere. This research found that, 83 (i.e 100 %) confirmed that they provided 

collateral before given the loan, 70 (i.e 84.3%) respondents confirmed that terms 

regarding to  repayment schedule is flexible, 12 (i.e 14.5%) respondents confirmed that 

terms concerning central bank regulations and control are one of the challenges faced by 

the borrower during credit application and 71 (i.e 85.5%)  did not confirmed the statement 
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. And then, this research found that 31 (i.e 37.3%) chose social security, 22 (i.e 26.5%) 

chose grace period, 17 (i.e 20.5%) chose group security and 13 (15.7%) chose eligibility 

of the borrower. If you have social security money deposited into a bank account, it may 

be protected from judgment creditors. 

5.1.2.Credit policies in DUTERIMBERE Ltd 

 

According to the first objective; from the table 4.7 up to 4.9, this research found that 60 

(i.e 72.3%) respondents confirmed that DUTERIMBERE focused on capacity of 

borrower before gave them credit , 19 (i.e 22.9%) respondents confirmed that they 

enjoyed some special treatment concerning credit  by virtue of being a rural area 

entrepreneur and 64 (i.e 77.1) did not confirm the statement. This also found that 20 (i.e 

23.3%) chose interest rate, 34 (i.e 39.5%) chose credit monitoring, 7 (i.e 8.1%) chose 

recommendations on user fees, 7 (11.6%) chose policies regarding minimization of losses 

on credit and 7 (8.1) chose policies regarding long-term sustainability of the institution 

are among of the policies in Duterimbere Ltd. 

5.1.3.The profitability of small business enterprise financed by DUTERIMBERE 

Ltd   

 

According to the first research objective, using primary data, this research found that 60 

(72.3%) respondents confirmed that the interest rate in financial institutions is high. 80 

(i.e 96.4%) said that credit given by DUTERIMBERE is not sufficient. out of 83 

respondents 30 (i.e 36.1%) said that the available credit should be twice and 53 (i.e 

63.9%) said that it should be Three times. All respondents (100% of 83 respondents) 

confirmed that they apply for credit according to their level of performance. 45 (i.e 

54.2%) confirmed that they used return on equity to measure their level of performance 
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through profitability. This research also used secondary data and found the level of 

profitability using profitability ratios such as ROE, ROA, net profit ratio and gross profit 

ratio.  

5.1.4. Relationship between access to credit and performance 

According to the forth research objective, using Pearson correlation coefficient, this 

research found that there is a positive and very high correlation between access to credit 

and performance of Dufashanye. Whereby, access to credit in Dufashanye affects 

positively its performance on the rate of 94.0%. 

5.2. Conclusions  

According to the first research question, this research concluded on the credit terms given 

to Dufashanye. This researcher concluded that in case of non-repayment, a creditor's sale 

of collateral permits a debtor to recover any demonstrable loss against a deficiency 

judgment. Such a sale raises a rebuttable presumption that the value of the collateral is at 

least equal to the amount of the outstanding debt. The creditor must, at or near the time of 

repossession, obtain a fair and reasonable appraisal of the collateral or produce substantial 

evidence of its value in order to overcome the presumption. A repayment period for those 

people financed by Duterimbere is usually the only a feature of a loan on which interest is 

calculated monthly. Under some loan contracts, payments outstanding during grace 

periods are interest free. In Duterimbere Social security, Grace period, group security and 

eligibility of the borrower are the main terms given to SMEs in order to have access to 

credit and improve their level of performance. The majority of respondents confirmed 

that terms regarding to repayment schedule is flexible. Hence, financial stress is widely 

believed to cause health problems. However, terms seeking to relieve financial stress by 

limiting debt levels of poor households were directly degenerated their economic well-
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being. This has been solved by Duterimbere through flexible schedule of payment to its 

borrowers, especially SMEs. SMEs financed by Duterimbere in Muhanga District have 

opportunity to perform through central bank regulations and control. 

According to the second research question, this research, concluded that, credit 

monitoring, interest, minimize losses on credit, credit insurance and long term 

sustainability of the institutions are among credit policies given to SMEs by Duterimbere 

.Dufashanye cooperatives member did not enjoy special treatment as being a rural 

entrepreneurs, because Duterimbere focuses on their capacity. Hence, the amount of 

money available for a company to borrow based on the company's current financial state. 

Capacity measures a borrower's ability to repay a loan by comparing income against 

recurring debts.  

According to the third research question; the profitability of Dufashanye ; this research 

concluded that the level of interest rate risk is a general phrase for the effect of changes in 

market interest rates on banks’ financial conditions. Interest-rate risk is the exposure of an 

institution’s financial condition to adverse movements in interest rates. Accepting this 

risk is a normal part of banking and can be an important source of performance of 

borrowers. More complex institutions and those with higher interest-rate-risk exposures 

or holdings of complex instruments may require more elaborate and formal interest-rate-

risk management systems to address their broader and typically more complex range of 

financial activities. Dufashanye cooperative apply for credit according to their level of 

performance. return on equity depend on net profit and total equity of an organization, 

Dufashanye typically engage in leverage by borrowing to acquire more assets, with the 

aim of increasing their return on equity. Dufashanye faced economic leverage when they 

are exposed to a change in the value of a position by more than the amount they paid for 
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it. As a result, operating cash flow return on assets may increase while operating cash 

flow return on equity may not. Hence, even if return on equity is an indicator of 

Dufashanye profitability, Dufashanye members do not have enough information on the 

role of ROE. 50 (i.e  60.2%) respondents confirmed that they used return on assets to 

measure their level of performance through profitability. Dufashanye cooperative uses 

ROA to measure its level of financial performance. Only the liquidity of the assets, 

measured as the share of securities to assets, and the accounting return on assets have a 

strong statistical relationship with the profitability.  The ROA provides information about 

how much profits are generated on average by each unit of assets. Therefore, the ROA is 

an indicator on how efficiently Dufashanye is being run. Rural areas entrepreneurs must 

minimize all loss caused by credit risk in order to achieve high level of performance in 

their routine activities. Even if Dufashanye cooperative has access to credit, they need 

other financial institutions to improve access to credit in Muhanga District. This research 

used also profitability ratios and found that the level of profitability in Dufashanye is 

progressive according to the period under study. Using, secondary data, this research 

found that the level of profitability was good.  

According to the forth research questions, this research found that there is a positive and 

very high correlation between access to credit and performance of Dufashanye. 

5.3. Recommendations 

Rural areas entrepreneurs must minimize all loss caused by credit risk in order to achieve 

high level of performance in their routine activities. Even if Dufashanye cooperative has 

access to credit, they need other financial institutions to improve access to credit in 

Muhanga District. Duterimbere Ltd credit officer must assess the client’s development 

forecasts, to compare them with the perspective of the activity sector and to accept them 
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only of the differences are justified. Also, he must consider the economic agent’s strategy 

following the way of defining the objectives and their achievement stage. 

Government need to promote MFIs in rural areas by encouraging grassroots self-help 

efforts in several ways, including funding direct operations, training, and subsidiary 

activities of community groups; making public information accessible to community 

organizations; and giving community organizations a legitimate role in the public policy 

process through the local government reform that advocate for community organized 

activities. 

The research findings has shown that there is still much to be done for the development of 

rural areas Small Businesses  since they are still challenges that affect the development of 

rural areas entrepreneurs in Rwanda. These recommendations are directed to Rwandan 

Government for the development of rural areas. 

 

5.4. Suggestions for further study 

As the crediting activity has the main role in any banking institution it is necessary to 

study and analyze it through several stages at micro and macro-economic level. Studying 

this theme which refers to the banking activity and access to credit is very important. The 

future researcher should carry out a research on the contribution of affordable interest rate 

on rural areas welfare, access to credit and level of low household income  
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Blank Questionnaire 

APPENDIX I: QUESTIONNAIRE 

INTRODUCTION 

These questions are designed to solicit your views on the impact of access to credit and 

performance of small business. This study is purely academic and as a matter of fact, the 

information you provide here would be kept confidentially. 

Thank you for your support 

MUTESI Agnes 

Please, tick the appropriate answer; 

a. The kind of business enterprise engaged in? 

 Petty trading    [    ]                     

Dressmaking     [    ]                 

Agriculture and livestock             [    ]    

Other (specify)…………………….….… 

b. Number of years in the business  

 Under 1  [    ]     

 1 - 2     [    ]                

 3 – 4            [    ]  

5 – 6   [    ]     

7 and above     [    ] 
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1. Do you think that all members of Dufashanye  have a credit from other financial 

institution?  

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

2. Credit terms given to SMES by Duterimbere 

 

Social security   [    ] 

Repayment period  [    ] 

Group security   [    ] 

Eligibility of the borrower [    ] 

 

3.  Collateral is an useful tool used by Duterimbere  before you were given the loan 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

4. Do you enjoy any special treatment concerning credit  by virtue of being a rural area 

entrepreneur?  

Strongly agree  [    ]  

Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  
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5. Credit policies given to SMEs by Duterimbere 

Interest rate    [    ] 

Credit monitoring    [    ] 

Credit insurance   [    ] 

Recommendations on user fees  [    ] 

Minimize losses on credit  [    ] 

Long-term sustainability of  the institution [    ] 

6. Do you think that the repayment schedule is flexible?  

 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

7.  Do you think loans given by financial institutions are sufficient?  

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  
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8. If no, how much would have been given and how much would have been sufficient 

in your case? 

 Twice   [    ]            Third   [    ]            Four times   [    ]      Over four times   [    ]  

 

  

9. Do you perceive that your lender have a policy of focusing on capacity of borrower 

during credit application?   

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

 

10. Do you agree that the analysis of client’s collateral improve credit worthiness? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

11.  Your Credit application   met some challenges 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  
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12. Is Central bank regulations and control one of the challenges faced by the borrower 

during credit application? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

13. Does your lender (financial institution) analyze human behavior before accepting or 

rejecting credit application?   

 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

14. Are you receiving enough savings from your lender (financial institutions)? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

15. Do you apply for credit based on the performance of your business? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  
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16. Are you charged optimal interest rate for credit? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]    

17. Do you use return on equity to measure your business profitability? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

18. Do you focus on return on asset as a better indicator of your business profitability? 

Strongly agree  [    ]  

 Agree   [    ]  

Disagree  [    ]  

Strongly disagree [    ]  

 

 

 

 

 

Thank you 
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Analysis of financial statement of Agriculture and livestock 

Profitability ratios calculated from Dufashanye financial statements (2010 - 2013) 

2010 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  

2011 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  

2012 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  

2013 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  
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Analysis of financial statement of Dress-making 

2010 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  

2011 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  

2012 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  

2013 

Gross profit % =  

Net profit % =  

Return on Assets=  

Return on equity =  
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