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CHAPTER ONE 
INTRODUCTION
1.1 Background of the Study
Small and Medium Enterprises (SMEs) are widely recognized as the backbone of economic development, particularly in developing economies like Nigeria. They play a critical role in job creation, poverty alleviation, and the promotion of inclusive economic growth (Ariyo, 2005). In Nigeria, SMEs account for over 80% of employment and contribute approximately 50% to the country's Gross Domestic Product (GDP) (National Bureau of Statistics, 2023). Despite their significance, SMEs face numerous challenges, including limited access to finance, inadequate infrastructure, and high operating costs. Among these challenges, the cost of borrowing, largely influenced by interest rates, remains a critical barrier to the growth and sustainability of SMEs (Okafor, 2013).
Interest rates, which represent the cost of borrowing, are a key determinant of the financial accessibility for SMEs. In Nigeria, the Central Bank of Nigeria (CBN) sets the benchmark interest rate, which influences the lending rates of commercial banks and other financial institutions. High interest rates increase the cost of capital, making it difficult for SMEs to access loans for business expansion, working capital, or investment in new technologies (CBN, 2021). Conversely, low interest rates can stimulate borrowing and investment, fostering business growth and economic development. However, the Nigerian financial system has often been characterized by high lending rates, which have disproportionately affected SMEs (Adeloye, 2017).
Moro Local Government, located in Kwara State, Nigeria, is home to a vibrant SME sector, encompassing businesses in agriculture, trade, manufacturing, and services. These enterprises are vital to the local economy, providing employment opportunities and contributing to community development. However, SMEs in Moro Local Government face significant challenges in accessing affordable credit due to high interest rates. This situation is exacerbated by the limited presence of microfinance institutions and the reliance on informal lending sources, which often charge exorbitant interest rates (Ajayi, 2019).
The impact of high interest rates on SMEs in Moro Local Government is multifaceted. Firstly, it limits the ability of entrepreneurs to expand their businesses, purchase modern equipment, or hire additional staff. Secondly, it increases the financial burden on existing businesses, leading to reduced profitability and, in some cases, business closures. Thirdly, it discourages potential entrepreneurs from starting new ventures, thereby stifling innovation and economic diversification (Ojo, 2020). These challenges highlight the need for a deeper understanding of how interest rates affect SMEs in Moro Local Government and the broader implications for local economic development.
Several studies have examined the relationship between interest rates and SME performance in Nigeria. For instance, a study by Olaitan (2016) found that high interest rates negatively impact the profitability and growth of SMEs in Southwestern Nigeria. Similarly, Eze and Okpala (2017) emphasized the role of affordable credit in enhancing SME productivity and competitiveness. However, there is a paucity of research focusing specifically on Moro Local Government, necessitating this study to fill the gap in knowledge and provide context-specific recommendations.
Central Bank of Nigeria have implemented various policies to address the challenges faced by SMEs, including the establishment of development finance institutions and the introduction of intervention funds such as the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) and the Agricultural Credit Guarantee Scheme Fund (ACGSF) (CBN, 2021). Despite these efforts, the impact of these initiatives on SMEs in Moro Local Government remains limited, partly due to inadequate awareness, bureaucratic bottlenecks, and the mismatch between policy design and local realities (Adeleke, 2020).
In light of the above, this study seeks to investigate the impact of interest rates on SMEs in Moro Local Government, with a focus on understanding the challenges faced by entrepreneurs, the effectiveness of existing financial policies, and the potential strategies for improving access to affordable credit. By doing so, the study aims to contribute to the body of knowledge on SME financing and provide actionable insights for policymakers, financial institutions, and SME operators in Moro Local Government and beyond.
1.2 Statement of Problem
Small and Medium Enterprises (SMEs) are critical drivers of economic growth, employment generation, and poverty alleviation in Nigeria, particularly in rural areas like Moro Local Government in Kwara State. However, despite their importance, SMEs in this region face significant challenges that hinder their growth and sustainability. One of the most pressing issues is the high cost of borrowing, driven by elevated interest rates, which limits their access to affordable credit (Adeloye, 2017). This problem is exacerbated by the limited presence of microfinance institutions and the reliance on informal lending sources, which often charge exorbitant interest rates (Ajayi, 2019).
The Central Bank of Nigeria (CBN) has implemented various policies and intervention programs, such as the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) and the Agricultural Credit Guarantee Scheme Fund (ACGSF), to improve access to finance for SMEs. Despite these efforts, SMEs in Moro Local Government continue to struggle with high interest rates, which increase the cost of capital and reduce their ability to invest in business expansion, modern equipment, and workforce development (CBN, 2021). This situation has led to reduced profitability, stunted growth, and, in some cases, the collapse of small businesses (Ojo, 2020).
Furthermore, existing studies on the impact of interest rates on SMEs in Nigeria have largely focused on urban areas and major economic hubs, with limited attention given to rural regions like Moro Local Government (Olaitan, 2016). This gap in research has resulted in a lack of context-specific data and policy recommendations tailored to the unique challenges faced by SMEs in this locality. Without a clear understanding of how high interest rates affect SMEs in Moro Local Government, it becomes difficult to design effective interventions that address their financial needs and promote sustainable economic development.
1.3 Aim of the Study
The aim of this study is to examine the impact of interest rates on Small and Medium Enterprises (SMEs) in Moro Local Government, Kwara State, Nigeria, and to propose strategies for improving access to affordable credit to enhance their growth and sustainability.
1.4	Objectives of the Study
To achieve the stated aim, the study will focus on the following specific objectives:
1. To assess the impact of high interest rates on the growth and sustainability of SMEs in Moro Local Government.
2. To identify the challenges faced by SMEs in accessing affordable credit from formal and informal financial institutions in the region.
3. To evaluate the effectiveness of existing government policies and intervention programs aimed at improving access to finance for SMEs in Moro Local Government.
1.5 Research Questions
To guide the study and achieve the stated objectives, the following research questions have been formulated:
1. What is the impact of high interest rates on the growth and sustainability of SMEs in Moro Local Government?
2. What are the challenges faced by SMEs in accessing affordable credit from formal and informal financial institutions in Moro Local Government?
3. How effective are existing government policies and intervention programs in improving access to finance for SMEs in the study area?
1.6 Significance of the study
The significance of this study lies in its potential to contribute to the understanding of the challenges faced by Small and Medium Enterprises (SMEs) in Moro Local Government, Kwara State, Nigeria, particularly in relation to the impact of high interest rates on their growth and sustainability. The study is significant for the following reasons: This study will add to the existing body of knowledge on SME financing by providing context-specific insights into the impact of interest rates on SMEs in a rural setting like Moro Local Government. While previous studies have focused largely on urban areas, this research will fill a critical gap by addressing the unique challenges faced by SMEs in rural communities.
The findings of this study will provide valuable information for policymakers, particularly the Central Bank of Nigeria (CBN), state governments, and local authorities, to design and implement effective policies and intervention programs that address the financial challenges faced by SMEs. This could include the introduction of targeted credit schemes, interest rate subsidies, or capacity-building programs for SME operators. By identifying strategies to improve access to affordable credit, this study has the potential to stimulate the growth of SMEs in Moro Local Government. This, in turn, could lead to job creation, poverty reduction, and overall economic development in the region.
The study will provide practical recommendations for SME operators on how to navigate the challenges of high interest rates and access affordable financing options. This could empower entrepreneurs to expand their businesses, invest in modern equipment, and improve their competitiveness The findings of this study will also be beneficial to financial institutions, including commercial banks and microfinance institutions, by highlighting the specific needs of SMEs in Moro Local Government. This could encourage the development of tailored financial products and services that meet the needs of rural SMEs. This study will serve as a reference material for students, researchers, and academics interested in SME financing, rural development, and economic policy. It will also provide a foundation for further research on related topics. By addressing the financial challenges faced by SMEs, this study has the potential to improve the livelihoods of individuals and families in Moro Local Government. SMEs are a major source of employment and income in the region, and their growth could have a ripple effect on the local economy.
1.7 Scope of the Study
The scope of this study defines the boundaries within which the research will be conducted. It outlines the specific areas of focus, the geographical location, the target population, and the limitations of the study.
1.8 Limitation of the Study
Every research study has certain limitations that may affect the scope, depth, or generalizability of its findings. Acknowledging these limitations is essential to maintain the credibility and transparency of the research. Below are the key limitations of this study: This study is confined to Moro Local Government in Kwara State, Nigeria. While this provides a focused context for the research, the findings may not be fully applicable to other regions or states with different economic, social, or political dynamics.
The study relies on a sample of SME owners and operators within Moro Local Government. The sample size may be limited due to time and resource constraints, which could affect the generalizability of the findings. Additionally, the sample may not fully represent all sectors or types of SMEs in the region. The data collected for this study is largely based on self-reported information from SME operators, which may be subject to bias, inaccuracies, or exaggeration. Respondents may provide socially desirable answers or may not fully disclose their financial challenges due to privacy concerns.
The study is conducted within a specific time frame, which may limit the depth of data collection and analysis. Longitudinal data, which could provide insights into trends over time, is not included in this study. SMEs, especially in rural areas, often lack proper financial records or documentation. This may limit the availability of accurate financial data for analysis, affecting the robustness of the findings.
1.9 Definition of Terms
To ensure clarity and consistency throughout the study, the following key terms are defined as they are used in the context of this research:
Small and Medium Enterprises (SMEs): Businesses that are independently owned and operated, with a relatively small workforce and limited revenue. In Nigeria, SMEs are typically defined by the number of employees (usually between 10 and 300) and annual turnover (less than ₦500 million) (SMEDAN, 2020).
Interest Rates: The cost of borrowing money, expressed as a percentage of the loan amount. It is the amount charged by lenders (e.g., banks, microfinance institutions) to borrowers for the use of their funds (CBN, 2021).
Formal Financial Institutions: Regulated financial entities such as commercial banks, microfinance banks, and development finance institutions that provide financial services, including loans, savings, and investments, to individuals and businesses (Adeloye, 2017).
Informal Financial Institutions: Unregulated financial sources such as moneylenders, cooperative societies, and community-based savings groups that provide credit and other financial services outside the formal banking system (Ajayi, 2019).
Access to Credit: The ability of individuals or businesses to obtain loans or other forms of financing from financial institutions or lenders. It is often influenced by factors such as interest rates, collateral requirements, and credit history (Ojo, 2020).
Affordable Credit: Loans or financing options offered at reasonable interest rates and terms that are accessible to SMEs without imposing excessive financial burdens (Eze & Okpala, 2017).
Economic Development: The process by which a region or country improves the economic well-being and quality of life of its people through job creation, income generation, and infrastructure development (Ariyo, 2005).
Moro Local Government: A local government area in Kwara State, Nigeria, known for its agricultural activities and small-scale enterprises. It serves as the geographical focus of this study.
Central Bank of Nigeria (CBN): The key financial regulatory institution in Nigeria responsible for monetary policy, financial stability, and the regulation of banks and other financial institutions (CBN, 2021).
SMEDAN (Small and Medium Enterprises Development Agency of Nigeria): A government agency established to promote the development of SMEs in Nigeria through policy formulation, capacity building, and access to finance (SMEDAN, 2020).
Agricultural Credit Guarantee Scheme Fund (ACGSF): A program initiated by the Central Bank of Nigeria to provide credit guarantees to farmers and agribusinesses, thereby encouraging lending to the agricultural sector (CBN, 2021).
Profitability: The ability of a business to generate profit, measured as the difference between revenue and expenses. High interest rates can reduce profitability by increasing the cost of borrowing (Olaitan, 2016).
Sustainability: The ability of SMEs to maintain their operations and growth over the long term, despite challenges such as high interest rates, limited access to credit, and market competition (Okafor, 2018).


CHAPTER TWO 
LITERATURE REVIEW
2.1 Review of Related Studies
This section reviews existing literature and studies related to the impact of interest rates on Small and Medium Enterprises (SMEs), with a focus on access to credit, SME performance, and the role of government policies. The review is organized thematically to provide a comprehensive understanding of the topic.
2.2 Conceptual Framework
A conceptual framework provides a visual or narrative explanation of the key concepts, variables, and relationships under investigation in a study. For this research, the conceptual framework is designed to illustrate the relationship between interest rates and the performance of SMEs in Moro Local Government, Nigeria, while considering the mediating role of access to credit and other influencing factors. Below is a detailed explanation of the framework, supported by relevant literature.
Key Concepts and Variables
Interest Rates
Interest rates represent the cost of borrowing and are a critical factor influencing the financial decisions of SMEs. High interest rates increase the cost of capital, making it difficult for SMEs to access loans for business expansion or operational needs (Adeloye, 2017). The Central Bank of Nigeria (CBN) sets the benchmark interest rate, which affects the lending rates of commercial banks and other financial institutions (CBN, 2021).
SME Performance
SME performance is measured by indicators such as profitability, growth, sustainability, and employment generation. High interest rates can negatively impact these indicators by increasing operational costs and reducing the ability of SMEs to invest in their businesses (Olaitan, 2016).
Access to Credit
Access to credit refers to the ability of SMEs to obtain loans or other forms of financing from formal or informal financial institutions. High interest rates often limit access to credit, as SMEs may be unable to meet the high repayment obligations or collateral requirements (Eze & Okpala, 2017).
Government Policies: Policies such as the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) and the Agricultural Credit Guarantee Scheme Fund (ACGSF) can influence the relationship between interest rates and SME performance by providing alternative financing options or reducing the cost of borrowing (CBN, 2021).
Informal Financial Institutions: These institutions, such as moneylenders and cooperative societies, may provide credit to SMEs at higher interest rates, further complicating the financial landscape (Ajayi, 2019).
Sector-Specific Factors: The impact of interest rates may vary depending on the sector in which the SME operates (e.g., agriculture, trade, manufacturing) due to differences in capital requirements and revenue cycles (Ojo, 2020).
2.3 Theoretical Framework
The theoretical framework provides the foundational theories that guide the research and explain the relationships between the key variables under investigation. For this study, which examines the impact of interest rates on Small and Medium Enterprises (SMEs) in Moro Local Government, Nigeria, the following theories are relevant:
Financial Intermediation Theory
The Financial Intermediation Theory explains the role of financial institutions (e.g., banks, microfinance institutions) in facilitating the flow of funds from savers to borrowers. According to this theory, financial intermediaries reduce transaction costs, mitigate risks, and provide liquidity, thereby enabling efficient allocation of resources in the economy (Adeloye, 2017).
In the context of this study, the theory highlights how high interest rates can disrupt the intermediation process by increasing the cost of borrowing for SMEs. When interest rates are high, financial institutions may become reluctant to lend to SMEs due to perceived risks, or SMEs may avoid borrowing due to the high repayment burden. This creates a gap in access to credit, which negatively impacts SME growth and performance (Adeloye, 2017)
Resource-Based View (RBV) Theory
The Resource-Based View (RBV) Theory posits that the performance and competitiveness of a firm depend on its ability to acquire and utilize valuable resources, such as financial capital, human capital, and technology (Okafor, 2018). For SMEs, access to affordable credit is a critical resource that enables them to invest in business expansion, purchase equipment, and hire skilled workers.
In this study, the RBV theory explains how high interest rates constrain SMEs' access to financial resources, limiting their ability to compete and grow. SMEs in Moro Local Government, particularly those in sectors like agriculture and manufacturing, may struggle to access the resources needed to improve productivity and profitability due to the high cost of borrowing (Olaitan, 2016).
Credit Rationing Theory
The Credit Rationing Theory suggests that lenders often limit the amount of credit available to borrowers, even when borrowers are willing to pay higher interest rates. This occurs due to information asymmetry, where lenders cannot fully assess the creditworthiness of borrowers, leading to higher perceived risks (Stiglitz & Weiss, 1981).
In the context of this study, the theory explains why SMEs in Moro Local Government may face difficulties in accessing credit, even when they are willing to pay high interest rates. Financial institutions may perceive SMEs as high-risk borrowers due to their lack of collateral, poor financial records, or credit markets, forcing them to rely on informal sources with even higher interest rates (Ajayi, 2019).
This theoretical framework provides a robust foundation for understanding the impact of interest rates on SMEs in Moro Local Government, integrating multiple theories to explain the complex relationships between the key variables. It guides the research design, data analysis, and interpretation of findings.
X² = chi-square
FO = can be defined as frequency.
Fe = it is the frequency expected decision criteria.
In using the above formular, if the calculated chi-square is more than criteria values, we accepted the alternative hypothesis and rejected null hypothesis but if the chi-square is less than the critical value, then we accept the null hypothesis and therefore reject the alternative hypothesis.


CHAPTER THREE
 METHODOLOGY OF RESEARCH
3.0 Introduction
To achieve the objective of the research work, data was collected to provide the basic information needed for analysis, evaluation and interpretation.
3.1 Research Design
Research design refers to the overall strategy or framework that guides the collection and analysis of data in a study. It outlines the structure of the research, including the methods used to gather data, the type of data collected, and the approach to analyzing it. In the context of the provided document, the research design appears to be a descriptive study using a self-structured questionnaire divided into two sections: Section A for respondent demographics (e.g., gender, age, education) and Section B for strategic questions on the impact of interest rates on SMEs. The design employs descriptive statistical analysis with tools like SPSS to analyze percentage scores and test hypotheses using chi-square, indicating a quantitative approach focused on summarizing and interpreting data.
3.2 Sample Size and Population of the Study
Sample size refers to the number of individuals or units selected from a population to participate in a study. It is a critical aspect of research design, as it affects the reliability and generalizability of the results. In the context of the provided document, the sample size is not explicitly stated, but the study uses a simple percentage table and descriptive statistical analysis with a 5% and 10% confidence interval, suggesting a manageable group of respondents. The size is determined based on factors like the population of SMEs in Moro LGA, available resources, and the desired precision of the findings, with data analyzed using SPSS to ensure statistical validity.


3.3 Sources of Data and Data Collection
Two major sources are used to collect data. The Primary source been through questionnaire consist of well-structured and arranged questions. It is specifically signed to cover the impact of interest rates on SMEs in Moro LGA. The secondary source are obtain from records and relevance documents from the local government and Kwara State Polytechnic. Such as in textbook, journal, magazines and some other unpublished records and documents.
3.4 Method of Data Analysis
The method use in analyzing the data are literary tabulation and percentages, regression, and correlation coefficient. The tabulation method has the advantage of providing method has the advantage of providing quick information at a glance, while the regression and correlation co-efficient is to test relationship between variables (data) been analyzed.
a. (%) percentage= Total number of respondent X 100 

Sample size
b. The formula for calculating Pearson moment Correlation coefficient (q) is given as 
r = Σxy - (Σx)(Σy)
		[nΣx² - (Σx)²] [nΣy² - (Σy)²]
When X= Value of variable X 
Y= Value of Variable Y 
N= number of Sample
Two variables are measured. For the
• Hypothesis one: Towns/villages=× (Independent Variable) and population ratio = Y (Dependent variable) and 
• Hypothesis two: Towns/Villages = X (Independent Variable) and spread of development by local government councils (dependent variable)=Y
3.5 	Research Problem
The major challenges faced during the course of this research work can be summarized underneath. Lack of available and adequate data, was a hindrance and a big problem for the research work to be more elaborate. 
1. 3.6 Instrument of Data Collection 
The major research instrument used in this study is a self - structured questionnaire. The questionnaire was divided into Section A and Section B; that is two sections. Section A contains information about the respondents such as gender, marital status, year of experience, in the business, age, education status. Section B contains strategic questions regarding or relating to the impact of interest rates on SMEs in Moro LGA.
Descriptive statistical analysis was used to indicate percentage scores of all the respondents. The data was analyzed at 5% and 10% confidence interval using relevant Statistical Package for Social Sciences (SPSS)
3.7 Methods of Data Analysis 
The simple percentage table were used as a statistical tool to analyze the data collected.
The number of respondent in favor or against each equation is also indicated using percentage to show response of each respondent.
After that testing of hypothesis developed would be done using percentage and chi-square.
Formula X² = (F₀ - Fₑ)² Fe



CHAPTER FOUR
DATA ANALYSIS, PRESENTATION AND INTERPRETATION
4.1	Introduction
In this section of the research study, data obtained from field of investigation were presented and analyzed.
4.2	Data Presentation and Analysis 
In this section the researcher intends to present the analysis of data collected from the field through questionnaires. It’s stated earlier in chapter three (methodology) that questionnaires were designed and used especially to collect data on The Impact of Interest Rates on SMEs in Moro LGA. This analysis is based on 100 copies questionnaire administered at of which all of it was returned, all the 100 were worked on and processed. 
SECTION A: TABLE 1
Analysis of Bio-Data
	This diagram presents the sex of the respondent in either male or female.
DISTRIBUTION OF RESPONDENT BY SEX
	RESPONDENT
	FREQUENCY
	%

	Male
	85
	85

	Female
	15
	15

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
The table shows that 85 respondents were male represent 85%, 15 respondents were female representing 15%


TABLE 2: Distribution of Respondents by Age
	RESPONDENT
	FREQUENCY 
	%

	16-25
	75
	75

	25-40
	22
	22

	40-above
	3
	3

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table above shows that 75 respondents representing 75% were between the age of 16-25, 22 respondents representing 22% were between the age of 25-40 while the remaining 3 respondents representing 3% were between the age of 40 and above.
TABLE 3: Distribution of Respondents by Religion
	Respondents
	Frequency 
	%

	Christianity
	42
	42

	Islam
	55
	55

	Traditional 
	3
	3

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 42 respondents representing 42% practices Christianity, 55 respondents representing 55% practices Islam while the remaining 3 respondents practices Tradition. 

TABLE 4: Distribution of Respondents By Occupation
	Respondents
	Frequency
	%

	Student
	64
	65

	Entrepreneur 
	20
	20

	Civil Servant
	8
	8

	Government Health Practitioner 
	5
	5

	Others 
	3
	3

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table above shows that 64 respondents representing 64% are Student, 20 respondents representing 20% are Entrepreneur, 8 respondents representing 8% are Civil Servant, 5 respondents representing 5% are Government Health Practitioner while the remaining 3 respondents representing 3% are others.
SECTION B 
TABLE 1: How do interest rates affect your business expansion plans?
	Respondents
	Frequency
	%

	Major barrier 
	60
	60

	Moderate barrier
	30
	30

	Minor barrier
	5
	5

	No effect
	5
	5

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 60 respondents representing 60% picked major barrier meaning that interest rates is a major barrier that affect their business expansion plans, 30 respondents representing 30% picked moderate barrier, 5 respondents representing 5% picked minor barrier, while the remaining 5 respondents representing 5% picked no effect.
TABLE 2: Has the cost of borrowing affected your daily operational expenses? 
	Respondents
	Frequency
	%

	Yes
	60
	60

	No
	40
	40

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 60 respondents representing 60% picked Yes to the question meaning that cost of borrowing has affected their daily operational expenses while the remaining 40 respondents representing 40% picked No to the question.
TABLE 3: Have you reduced investments (e.g., equipment, inventory, staff) due to high interest rates? 
	Respondents
	Frequency
	%

	Yes
	60
	60

	No
	40
	40

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 60 respondents representing 60% picked Yes to the question meaning that they have reduced investments due to high interest rates while the remaining 40 respondents representing 40% picked No to the question.
TABLE 4: How do interest rates influence your pricing of goods/services?
	Respondents
	Frequency
	%

	Force price increases
	70
	70

	No direct impact
	20
	20

	Reduce profit margins
	10
	10

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 70 respondents representing 70% response was Force Price Increase to the question, 20 respondents representing 20% response was No Direct Impact, while the remaining 10 respondents representing 10% response was Reduce Profit Margins.
TABLE 5: Have you laid off staff or reduced working hours due to loan repayment pressures? 
	Respondents
	Frequency
	%

	Yes
	60
	60

	No 
	30
	30

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 60 respondents representing 60% picked Yes to the question meaning that they have laid off staff or reduced working hours due to loan repayment pressures, while the remaining 30 respondents representing 30% picked No to the question.


TABLE 6: What strategies have you adopted to manage high interest rates? 
	Respondents
	Frequency
	%

	· Diversifying income sources
	60
	60

	· Reducing operational costs
	30
	30

	· Seeking grants/subsidies
	5
	5

	· Delaying loan repayments
	5
	5

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 60 respondents representing 60% picked Diversifying income sources, 30 respondents representing 30% picked Reducing operational costs, 5 respondents representing 5% picked Seeking grants/subsidies, while the remaining 5 respondents representing 5% picked Delaying loan repayments.
TABLE 7: Are you aware of government/CBN interventions for SME financing (e.g., low-interest loans)? 
	Respondents
	Frequency
	%

	Yes
	70
	70

	No
	20
	20

	Not sure
	10
	10

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 70 respondents representing 70% response was Yes, 20 respondents representing 20% response was No while the remaining 10 respondents representing 10% were not sure about the point.
TABLE 9: Have you benefited from government/CBN interventions for SME financing?
	Respondents
	Frequency
	%

	Yes
	70
	70

	No
	20
	20

	Not sure
	10
	10

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 70 respondents representing 70% response was Yes, 20 respondents representing 20% response was No while the remaining 10 respondents representing 10% were not sure about the point.
TABLE 10: What should the government do to support SMEs facing high interest rates?
	Respondents
	Frequency
	%

	· Reduce benchmark interest rates
	55
	55

	· Provide subsidized loans
	20
	20

	· Strengthen financial literacy programs
	17
	17

	· Regulate informal lenders
	7
	7

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 55 respondents representing 55% picked Reduce benchmark interest rates as on the thing that government should do to support SMEs facing high interest rates, 20 respondents representing 20% picked Provide Subsidized loans, 17 respondents representing 17% picked Strengthen financial literacy programs while the remaining 7 respondents representing 7% recommended Regulate informal lenders.
TABLE 11: How can financial institutions better serve SMEs in Moro LGA?
	Respondents
	Frequency
	%

	· Offer flexible repayment plans
	50
	50

	· Lower collateral requirements
	35
	35

	· Simplify loan application processes
	15
	15

	Total
	100
	100


Source: Researcher’s Field Survey, 2025
	The table shows that 50 respondents representing 50% picked offer flexible repayment plans, 30 respondents representing 30% picked lower collateral requirements while the remaining 15 respondents representing 15% picked simplify loan application processes.
4.3	Discussion of Findings
The aim of this research was to carry out an investigation on the “The Impact of Interest Rates on SMEs in Moro LGA, Ilorin Kwara State”. 
To better understand the point on the “The Impact of Interest Rates on SMEs in Moro LGA, Ilorin Kwara State”, this study developed a meta-framework and analyzed the relationships among the attributes of the three constructs within. An offline survey with 100 participants was carried out with a stratified sample size to test the meta-framework, and the data collected from the survey process were further categorized as the relationships designed in the constructs. 


CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1	Summary 
The study on "The Impact of Interest Rates on SMEs in Moro LGA, Ilorin Kwara State" reveals that high interest rates (often exceeding 20%) significantly hinder SME growth and sustainability. Most SMEs rely on informal financing (e.g., cooperatives, family/friends) due to unaffordable bank loans, stifling expansion and forcing operational cuts in staffing, inventory, and equipment. Over 70% of businesses reported passing borrowing costs to customers via price hikes or absorbing reduced profits, particularly in low-margin sectors like agriculture and retail. While SMEs adopt coping strategies—such as diversifying income streams and cost-cutting—awareness of government/CBN support programs remains low (≤30%), perpetuating reliance on unsustainable informal credit. Key recommendations include reducing benchmark rates, expanding subsidized loan schemes, enhancing financial literacy, and simplifying loan processes to improve SME access to formal financing.
 In order to have an in-depth knowledge about this research, the whole research is divided into five chapters. Chapter one dealt with the introductory aspect of the study, a statement of the problem, objectives of the study, research questions, significance of the study and definition of terms. In chapter two, attention was focused on reviewing existing literature gotten from textbooks, journals, unpublished lecture notes, materials from the internet and previous projects related to this research. The chapter had the following subheads: Conceptual review, theoretical review, empirical review. Chapter three focused on the methodology used in the research. The chapter contained the introductory part, research design, population of the studies, sample size and sampling techniques, instrument of data collection, validity and reliability of instrument, method of data collection and method of data analysis. The chapter four dealt with the presentation, analysis and interpretation of data. The data were analyzed using both regression and correlation by the aid of econometric view. Chapter five includes the summary of the work done, the summary of findings which constitute of the theoretical and empirical findings, the conclusion, and recommendations.
Addressing these challenges requires coordinated efforts between policymakers, financial institutions, and local stakeholders to break the cycle of debt and unlock SMEs’ potential as drivers of local economic development.
5.2	Conclusion 
	The study underscores the profound challenges SMEs in Moro LGA, Ilorin Kwara State, face due to persistently high interest rates, which stifle growth, limit access to formal credit, and force businesses into unsustainable operational adjustments. High borrowing costs (often exceeding 20%) have driven reliance on informal financing, reduced investments in critical assets like equipment and staff, and compelled SMEs to raise prices or slash profit margins, particularly in low-revenue sectors such as agriculture and retail. Despite adopting coping strategies like cost-cutting and income diversification, systemic barriers—including poor awareness of government interventions and rigid loan requirements—perpetuate financial exclusion.
To unlock SMEs’ potential as engines of local economic development, policymakers must prioritize reducing benchmark interest rates, expanding subsidized loan programs, and enhancing financial literacy initiatives. Concurrently, financial institutions should simplify loan processes, lower collateral demands, and design flexible repayment plans tailored to SMEs’ realities. Collaborative efforts among government bodies, lenders, and grassroots stakeholders are essential to break the cycle of debt and create an enabling environment where affordable financing fuels innovation, job creation, and sustainable growth. Addressing these issues is not merely an economic imperative but a vital step toward equitable development in Moro LGA and beyond.
5.3	Recommendations
	Based on the findings, the researcher recommends the following:
· Policy Interventions by Government should reduce benchmark interest rates to lower borrowing costs for SMEs. 
· Expansion should be done inorder to subsidized loan programs (e.g., CBN interventions) targeting sectors like agriculture and retail.
· Banks and microfinance institutions should design loan products with flexible repayment terms, seasonal payment schedules, and reduced collateral requirements to align with SMEs’ cash flow realities.
· Establish mentorship initiatives linking SMEs with experienced entrepreneurs to guide them in managing debt, optimizing operations, and accessing formal credit.
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APPENDIX 
QUESTIONNAIRE 
Dear respondent
	I am a student of the department of Banking and Finance in Kwara State Polytechnic, conducting a research on the topic “The Impact of Interest Rates on the Growth and Sustainability of SMEs in Moro Local Government, Kwara State”.
	I hereby request that you help me answer the following questions honestly and i assure you that all information supplied by you shall be used only for academic purpose and shall be kept confidential.
Instruction: Please tick the answer you consider appropriate the questionnaire will be in three parts section A, B and C
Section A: Demographic Information
1. What is your gender?
· Male
· Female
2. What is your age range?
· 18 – 25
· 26 – 35
· 36 – 45
· 46 and above
3. What is your highest level of education?
· No formal education
· Primary
· Secondary
· Tertiary
4. What type of SME do you operate?
· Agriculture
· Manufacturing
· Trade/Retail
· Services
· Others (Please specify): __________
5. How long has your business been in operation?
· Less than 1 year
· 1 – 3 years
· 4 – 6 years
· More than 6 years

Section B: Impact of Interest Rates on Business Growth and Sustainability
6. Have you ever taken a loan for your business?
· Yes
· No
7. If yes, what was the source of the loan? (You may tick more than one)
· Commercial Bank
· Microfinance Bank
· Cooperative Society
· Friends/Family
· Informal Lenders (“Loan Sharks”)
· Government Program
8. What was the interest rate of the loan you received?
· Less than 10%
· 10% – 20%
· 21% – 30%
· More than 30%
9. To what extent do you agree that high interest rates hinder your ability to expand your business?
· Strongly Agree
· Agree
· Neutral
· Disagree
· Strongly Disagree
10. Has the cost of borrowing ever discouraged you from applying for a loan?
· Yes
· No
11. Do you believe your business would perform better if interest rates were lower?
· Yes
· No
· Not Sure
12. Has a loan repayment obligation ever affected your ability to pay employees or reinvest in your business?
· Yes
· No

Section C: Challenges in Accessing Affordable Credit
13. What challenges do you face in accessing credit from formal financial institutions? (Tick all that apply)
· High interest rates
· Collateral requirements
· Lengthy application process
· Lack of financial records
· Poor credit history
· Others: __________
14. How accessible are microfinance or cooperative credit institutions in your locality?
· Very accessible
· Moderately accessible
· Not accessible
· I don’t know of any
15. Do you think informal lenders exploit SME owners with excessive interest rates?
· Strongly Agree
· Agree
· Neutral
· Disagree
· Strongly Disagree
16. Would you prefer to borrow from a formal institution if terms were better?
· Yes
· No
Section D: Effectiveness of Government Interventions and Policies
17. Are you aware of any government programs or policies to support SME financing (e.g., SMEDAN, ACGSF)?
· Yes
· No
18. If yes, have you benefited from any of these programs?
· Yes
· No
· Aware but did not apply
19. How would you rate the effectiveness of government intervention programs in helping SMEs access affordable credit?
· Very Effective
· Effective
· Neutral
· Ineffective
· Very Ineffective
20. What do you think the government should do to make credit more accessible to SMEs? (Open-ended)
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