
VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)], 
The American Economic Association's electronic bibliography, EconLit, U.S.A., 

Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 
Circulated all over the world & Google has verified that scholars of more than 3412 Cities in 173 countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

http://ijrcm.org.in/ 

 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii 

CONTENTS 

Sr. 
No. 

TITLE & NAME OF THE AUTHOR (S) Page 
No. 

1. SMALL AND MEDIUM SCALE ENTERPRISES (SMEs) DEVELOPMENT POLICIES AND 

STRATEGIES IN NIGERIA: A CRITICAL APPRAISAL 

MODINAT OLAITAN OLUSOJI 

1 

2. AN INVESTIGATION INTO FACTORS THAT DRIVE INTERGENERATIONAL FAMILY 

MEMBERS’ ENTREPRENEURIAL SPIRIT: ENHANCING SMOOTH SUCCESSION IN 

FAMILY BUSINESSES IN BOTSWANA 

RODRECK CHIRAU 

7 

3. A STUDY OF SIX SIGMA AND ITS IMPORTANCE 

A. K. NEERAJA RANI, M. BHUDEVI & C. HYMAVATHI 

13 

4. FACTORS INFLUENCING FORMULATION OF EFFECTIVE EXPORT MARKETING 

STRATEGIES IN INDIAN AUTO COMPONENT INDUSTRY 

DR. MARUTHI RAM. R. & MANJUNATHA N 

16 

5. CHALLENGES BEFORE SMALL SCALE & COTTAGE INDUSTRIES IN THE ERA OF 

GLOBALIZATION 

DR. DEBASISH MAZUMDAR 

23 

6. IMPACT OF MANAGEMENT CONTROL SYSTEMS ON YEAR ON THE YEAR GROWTH 

OF OPERATING PROFITS OF MANUFACTURING COMPANIES IN SRI LANKA 

KARIYAWASAM A.H.N., DR. LOW L. T., KEVIN & DR. SENARATNE D S N P 

26 

7. AGRICULTURAL DEVELOPMENT AND OUT MIGRATION IN BIHAR 

PREM VIJOY 

30 

8. A STUDY ON CUSTOMER PERCEPTION TOWARDS BRAND AND BRAND 

EXTENSION OF SELECTED CONSUMER DURABLES IN COIMBATORE CITY 

DR. S. UMA, J. JAYASHREE & K.SUMATHI 

34 

9. IMPACT OF MNREGP ON INCLUSIVE GROWTH: A STUDY OF PRAKASAM DISTRICT 

IN ANDHRA PRADESH 

DR. N.VENKATESWARA RAO  & B.PADMAJA 

41 

10. INDIAN RETAIL INDUSTRY: AN ANALYSIS 

MAYUR TANEJA & NOOPUR SAXENA 

45 

11. PERSONALITY DEVELOPMENT 

MANJUNATHA K. 

49 

12. AGRICULTURAL GROWTH AND INEQUALITY IN SOUTH ASIA 

JASPAL SINGH, AMARJEET SINGH & HARLEEN KAUR 

52 

13. IMPACT OF SOCIAL NETWORKING WEBSITES ON THE STUDENTS OF HIMACHAL 

PRADESH UNIVERSITY, SHIMLA 

NAND LAL & INDERJIT SINGH 

59 

14. DOES EDUCATION EXPENDITURE IMPACT INDIA’S ECONOMIC GROWTH: A TIME 

SERIES ANALYSIS 

LALIT 

63 

15. PRODUCTION AND MARKETING ARE THE STEPPING STONES OF ACCOUNTING: A 

QUIZZICAL STUDY 

E. THANGASAMY 

67 

 REQUEST FOR FEEDBACK & DISCLAIMER 70 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii 

CHIEF PATRON 
PROF. K. K. AGGARWAL 

Chairman, Malaviya National Institute of Technology, Jaipur 
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India) 

Chancellor, K. R. Mangalam University, Gurgaon 

Chancellor, Lingaya’s University, Faridabad 

Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

 

FOUNDER PATRON 
LATE SH. RAM BHAJAN AGGARWAL 

 Former State Minister for Home & Tourism, Government of Haryana 

Former Vice-President, Dadri Education Society, Charkhi Dadri 

Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

 

CO-ORDINATOR 
DR. BHAVET 

Faculty, Shree Ram Institute of Business & Management, Urjani 

 

ADVISORS 
DR. PRIYA RANJAN TRIVEDI 

Chancellor, The Global Open University, Nagaland 

PROF. M. S. SENAM RAJU 
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri 

 

EDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

 

CO-EDITOR 
DR. SAMBHAV GARG 

Faculty, Shree Ram Institute of Business & Management, Urjani 

 

EDITORIAL ADVISORY BOARD 
DR. RAJESH MODI 

Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SIKANDER KUMAR 
Chairman, Department of Economics, HimachalPradeshUniversity, Shimla, Himachal Pradesh 

PROF. SANJIV MITTAL 
UniversitySchool of Management Studies, GuruGobindSinghI. P. University, Delhi 

PROF. RAJENDER GUPTA 
Convener, Board of Studies in Economics, University of Jammu, Jammu 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv 

PROF. NAWAB ALI KHAN 
Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. S. P. TIWARI 
Head, Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad 

DR. ANIL CHANDHOK    
Professor, Faculty of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

DR. ASHOK KUMAR CHAUHAN 
Reader, Department of Economics, KurukshetraUniversity, Kurukshetra 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad 

DR. VIVEK CHAWLA 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

 

ASSOCIATE EDITORS 
PROF. ABHAY BANSAL 

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

PARVEEN KHURANA 
Associate Professor, MukandLalNationalCollege, Yamuna Nagar 

SHASHI KHURANA 
Associate Professor, S.M.S.KhalsaLubanaGirlsCollege, Barara, Ambala 

SUNIL KUMAR KARWASRA 
Principal, AakashCollege of Education, ChanderKalan, Tohana, Fatehabad 

DR. VIKAS CHOUDHARY 
Asst. Professor, N.I.T. (University), Kurukshetra 

 

TECHNICAL ADVISOR 
AMITA 

Faculty, Government M. S., Mohali 

 

FINANCIAL ADVISORS 
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

 

LEGAL ADVISORS 
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENT 
SURENDER KUMAR POONIA 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v 

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of 

Computer Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; 

Economics; Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; 

Corporate Governance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting 

Theory & Practice; Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic 

Development; Economic History; Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial 

Organization; International Economics & Trade; International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; 

Demography: Development Planning; Development Studies; Applied Economics; Development Economics; Business Economics; Monetary Policy; Public 

Policy Economics; Real Estate; Regional Economics; Political Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax 

Accounting; Advertising & Promotion Management; Management Information Systems (MIS); Business Law; Public Responsibility & Ethics; 

Communication; Direct Marketing; E-Commerce; Global Business; Health Care Administration; Labour Relations & Human Resource Management; 

Marketing Research; Marketing Theory & Applications; Non-Profit Organizations; Office Administration/Management; Operations Research/Statistics; 

Organizational Behavior & Theory; Organizational Development; Production/Operations; International Relations; Human Rights & Duties; Public 

Administration; Population Studies; Purchasing/Materials Management; Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic 

Management Policy; Technology/Innovation; Tourism & Hospitality; Transportation Distribution; Algorithms; Artificial Intelligence; Compilers & 

Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; Computer Graphics; Computer Organization & Architecture; Database 

Structures & Systems; Discrete Structures; Internet; Management Information Systems; Modeling & Simulation; Neural Systems/Neural Networks; 

Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal 

Logic; Web Design and emerging paradigms in allied subjects. 

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format 

after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online 

submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).  

GUIDELINES FOR SUBMISSION OF MANUSCRIPT 

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

THE EDITOR 

IJRCM 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF. 

 (e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify) 

DEAR SIR/MADAM 

Please find my submission of manuscript entitled ‘___________________________________________’ for possible publication in your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it 

under review for publication elsewhere. 

I affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s). 

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our 

contribution in any of your journals. 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address, contact numbers & Pin Code: 

Residential address with Pin Code: 

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

NOTES: 

a) The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from 

the covering letter, inside the manuscript. 

b) The sender is required to mentionthe following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/ 

Engineering/Mathematics/other, please specify) 

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript. 

d) The total size of the file containing the manuscript is required to be below 500 KB. 

e) Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission 

of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal. 

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email 

address should be in italic & 11-point Calibri Font. It must be centered underneath the title. 

4. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods, 

results & conclusion in a single para. Abbreviations must be mentioned in full. 

 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi 

 

5. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by 

commas and full stops at the end. 

6. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and 

single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every 

page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each 

heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should follow the following sequence: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESES 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS 

 CONCLUSIONS 

 SCOPE FOR FURTHER RESEARCH 

 ACKNOWLEDGMENTS 

 REFERENCES 

 APPENDIX/ANNEXURE 

 It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS. 

10. FIGURES &TABLES: These should be simple, crystal clear, centered, separately numbered & self explained, and titles must be above the table/figure. Sources 

of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text. 

11. EQUATIONS:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation 

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working 

papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• The location of endnotes within the text should be indicated by superscript numbers. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS 

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther & 

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES 

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics, 

Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS 

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India, 

19–22 June. 

UNPUBLISHED DISSERTATIONS AND THESES 

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES 

•            Always indicate the date that the source was accessed, as online resources are frequently updated or removed. 

WEBSITES 

• Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp 



VOLUME NO. 4 (2014), ISSUE NO. 05 (MAY)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

1

SMALL AND MEDIUM SCALE ENTERPRISES (SMEs) DEVELOPMENT POLICIES AND STRATEGIES IN NIGERIA: 

A CRITICAL APPRAISAL 
 

MODINAT OLAITAN OLUSOJI 

DY. DIRECTOR 

CENTRE FOR MANAGEMENT DEVELOPMENT 

LAGOS 

 

ABSTRACT 
This paper explores a critical appraisal of the policies and strategies for the development of Small and Medium Scale Enterprises in Nigeria. A descriptive analysis 

of the policies and strategies of Small and Medium Scale Enterprises was carried out and it was discovered much of the efforts initiated by government did not 

yield much result because of lack of adequate fund to carry out the activities as well as overbearing regulatory and operational environment among others. It is 

therefore necessary that the implementation of policies and programme for Small and Medium Scale Enterprises development be taken seriously by carrying out 

proper monitoring and evaluation of these programmes. 

 

JEL CODES 
D4, E6, H3. 

 

KEYWORDS 
Development, Policies, Strategies, Small and Medium Scale Enterprises, Nigeria.  

 

INTRODUCTION 
he positive contribution of small and medium-scale enterprises (SMEs) in providing and maintaining balanced economic and social development is 

universally accepted. These enterprises also play an important role in reducing the level of unemployment and creating new employment opportunities 

and, with their flexible production structure, they can follow changes in market conditions more effectively. It was pointed out in Ihua (2009) that these 

enterprises constitute the largest proportion of businesses all over the world and play tremendous roles in employment generation, provision of goods and 

services, creating a better standard of living, as well as immensely contributing to the gross domestic product (GDP) of many countries.  Due to their importance, 

countries usually seek to encourage the establishment, expansion, development and protection of SMEs. The promotion of SME efficiency and dynamism can 

thus yield increasing social and economic returns in virtually all economies (Thitapha, 2002). 

It has been estimated that SMEs account for about 70 per cent of total industrial employment in Nigeria (Olusoji, 1999). The critical role of SMEs cannot be 

overemphasized in that they form the bulk of business activities in a growing economy like that of Nigeria. They provide job opportunities, enhance the quality 

of human resources and promote managerial skills/talents which are lacking in many economies. In the provision of jobs, SMEs are more labour intensive than 

larger firms; and as such, they employ reasonable number of manpower. 

Consequently, SMEs play an important role in fostering income stability, growth and employment. In addition, the efficiency of the domestic market is improved 

by making use of scarce resources, thereby facilitating long-term economic growth.  Audretsch (2000) concluded, from his study on the analysis of SMEs in 

United States, that they contribute the greatest amount of net employment to the economy.  

Successive governments in Nigeria have put in place various policies and support programmes for SME development. Despite these various support 

programmes, the potentials of the small and medium enterprises sector have not been fully exploited as they contribute about 70 per cent of total industrial 

employment and account for only 10-15 per cent of total manufacturing output as noted above.  Also, the agricultural sector, which engages over 60 per cent of 

the nation’s labour force, produces only about 40 per cent of the gross domestic product (Salami, 2003).  In a nutshell, these enterprises are yet to achieve their 

full potentials. The purpose of this paper therefore is to do a critical appraisal of the policies and strategies for the development of SMEs in Nigeria. Following 

the introduction is the conceptual issues in section 2. Section 3 presents the policies and strategies of SMEs in Nigeria while section 4 appraises the policies and 

strategies. Section 5 presents the challenges of SMEs in Nigeria while section 6 concludes the paper 

 

CONCEPTUAL ISSUES/LITERATURE REVIEW 
The definition of SMEs varies from country to country. For example, while UNITAR (2004) defined small and medium-scale enterprises (SMEs) as privately-owned 

businesses that are too small or relatively small to engage in large-scale public offerings of securities, the Central Bank of Nigeria (CBN, 1997) noted the 

definition of SMEs by the National Council of Industries in Nigeria as enterprises those with total investment of above N40 million but not exceeding N150 

million and labour size of between 35 and 100 workers.  In general, the classification of SMEs varies by assets, number of employees or annual sales.  

The International Finance Corporation (IFC), in Hamid (2004), defines SMEs as firms with less than 300 employees and total assets less than USD One million. 

Based on this definition, the majority of businesses in Nigeria are SMEs.   

According to the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), the definition of SMEs is based on value of assets, excluding real 

estate and number of employees. SMEDAN categorized medium and small-scale enterprises into three as follows Medium-scale enterprises (MSE) are defined as 

enterprises with asset value less than 200million and employees less than 300. Small-scale enterprises (SSE) have the assets less than 50 million and employ less 

than 100 people while micro enterprises (ME) are those with less than 1 million asset value and employ less than 10 people. 

The World Bank Group SME department has classified micro enterprises as enterprises with employees less than  or equal to 10 and  total assets less than or 

equal to US$ 100,000 or total annual sales less than or equal to US $100,000; small enterprises have  employees between  10 and 50 and total assets greater 

than US$100,000 or equal to US$3million or total annual sales greater than US$100,000 or equal to US$ 3million; while medium enterprise are those with 

employees above 50 but less than or equal to 300 and total asset between US$3 million and US$15million or total annual sales between  US $3million  and US$ 

15million. In the Nigerian context, SMEs are best defined as enterprises with fewer than 100 employees and less than N50 million in assets (World Bank, 2002). 

For the purpose of this paper, SMEs are identified as enterprises with employees less than 100 and assets less than N50 million. 

The contributions of SMEs to the Nigerian economy as discussed by Chibundu (2006) are as follows: SMEs  affords greater utilization of local raw materials, 

generate employment, encourage rural development, develop entrepreneurship, mobilize local savings, provide  linkages with bigger industries, provide  

regional balance by spreading investments more evenly, and provide opportunity for training managers and semi-skilled workers. According to Ariyo (2000), a 

study done by the then Federal Office of Statistics (FOS) now National Bureau of Statistics (NBS) shows that 97 per cent of all businesses in Nigeria employ less 

than 100 employees. Based on an earlier definition of SMEs, it then means that 97 per cent of all businesses in Nigeria are small businesses. The SME sector 

provides, on average, 50 per cent of Nigeria’s employment and 50 per cent of its industrial output. 

Moreover, a Central Bank of Nigeria (CBN, 2000) study estimates that SMEs account for about 70 per cent of industrial employment and from 10 to 15 per cent 

of manufacturing output. Table 1 below shows the structure of industrial establishments in Nigeria. 

 

 

T 
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TABLE 1: STRUCTURE OF INDUSTRIAL ESTABLISHMENTS IN NIGERIA (%) 

Sector Small Scale and Micro Enterprises Medium Scale Enterprises Large Scale Enterprises 

Agriculture, Forestry and Fishing 43.4 53.8 2.8 

Mining and Quarrying 29.9 55.2 14.9 

Manufacturing 65.2 31.3 3.5 

Electricity, Gas and Water 25.0 51.0 24.0 

Consumption 41.7 47.7 10.6 

Wholesale and Retail Trade 75.9 23.0 1.1 

Transport, Storage & Communications 46.9 46.9 6.2 

Finance, Insurance & Real Estate 50.9 45.0 4.1 

Community, Social & Personal Services 68.2 30.9 0.9 

Average 69.68 22.75 7.57 

Source: CBN (2000); The Changing Structure of the Nigerian Economy. 

In spite of their preponderance, SMEs however contribute only 1 per cent of GDP (NIPC, 2002). This contribution pales into insignificance when compared with 

what obtains in other countries and regions. In countries like Indonesia, Thailand and India, SMEs contribute almost 40 per cent of GDP and over 50 per cent in 

the USA and the EU (NIPC, 2002). 

 

IMPORTANCE OF THE STUDY 
This paper is important because of the usefulness of SMEs in the economy. The SME sector provides, on average, 50 per cent of Nigeria’s employment and 50 

per cent of its industrial output. The earlier study conducted by Central Bank of Nigeria estimates that SMEs account for about 70 per cent of industrial 

employment and from 10 to 15 per cent of manufacturing output. 

 

STATEMENT OF THE PROBLEM/OBJECTIVES OF THE STUDY 
Despite the various policies and support programmes that successive governments in Nigeria have put in place for SME development, the potentials of the small 

and medium enterprises sector have not been fully exploited.  SMEs contribute about 70 per cent of total industrial employment and account for only 10-15 per 

cent of total manufacturing output as noted above.  Meanwhile,  the agricultural sector, which engages over 60 per cent of the nation’s labour force, produces 

only about 40 per cent of the gross domestic product (Salami, 2003).  Moreover, these enterprises are yet to achieve their full potentials. The purpose of this 

paper therefore is to do a critical appraisal of the policies and strategies for the development of SMEs in Nigeria. 

 

POLICIES AND STRATEGIES OF SME’s IN NIGERIA 
Prior to the return to civil rule in 1999 in Nigeria, various policies and programmes were put in place with the assistance of international organizations to 

encourage the development of SMEs. These include monetary, fiscal and industrial policy measures to promote the development of small and medium-scale 

enterprises (SMEs). Various measures like the Economic Stabilization Act of 1981, the National Economic Emergency Fund (1985) and the Structural Adjustment 

Programme (SAP) were put in place to encourage local producers to use local inputs in their production. These measures increased the number and size of small 

and medium scale enterprises and thus they became the focus of enduring industrialization, and income and employment generation that could improve living 

standard and economic growth.  

Policy measures like generous tax incentives and export promotion incentives were targeted towards employment generation, integrated rural development and 

intensive use of local resources for production. These policy initiatives were favourable to the SMEs and thereby facilitated their growth and development. 

Credit facilities and institutional support were also developed to encourage credit delivery to SMEs.  

Other measures  include  establishment of specialized financial institutions, Nigerian Industrial Development Bank (NIDB),  Nigerian Bank for Commerce and 

Industry (NBCI) to provide long term credit, Funding and setting up of industrial estates to reduce overhead costs,  National Economic  Reconstruction Fund 

(NERFUND), to provide medium to long-term local and foreign loans for small, and medium scale businesses, particularly those located in the rural areas;World 

Bank Loan Scheme (SME I & II Loan Scheme), including the Small Scale Industry Credit Scheme (SSICS), Facilitating and guaranteeing external finance by the 

World Bank, African Development Bank and other international financial institutions; the establishment of the National Directorate of Employment (NDE) and 

Directorate of Food, Road and Rural Infrastructure (DFRRI), which also initiated the setting up of new SMEs; Provision of technical training and advisory services 

through the Industrial Development Centres.  The aim was to provide either long term credit or specialized services to the SMEs.  

Since 1999, government has continued to implement measures at addressing various issues identified as constraints to SME development and economic growth.  

These measures include repeal of all anti-investment legislations, especially the 1972 and 1978 Nigerian Enterprises Promotion Act; Public Sector Reforms; 

empowerment/streamline of Approving/Facilitating Regulatory Agencies; Nigeria Investment Promotion Council (NIPC)/Nigeria Immigration Service Co-

operation; Nigerian Port Reforms; Nigeria Bank of Industry; Nigerian Agricultural & Rural Development Bank; National Poverty Eradication Programme (NAPEP); 

setting aside of 10% of profit before tax by commercial banks for SME Equity Investment Scheme (SMIEIS Fund); Small & Medium Enterprises Development 

Agency of Nigeria (SMEDAN), which serves as a central coordinating agencies for SMEs.  

Furthermore, domestic economy is protected through the prohibition of certain imported items, i.e., bicycles, foot wears, imported meat, textile materials, men 

footwear, ties, soap, detergents furniture, flowers, fresh fruits, cutlasses, pick axes, spades, vegetable oil, barite, tantatile, shovels, knives, wheel barrows, 

bucket, cups bins, hanger, container, ball point pen, pencils, and toothpaste, among other things (Adelaja, 2003).  

To handle capacity building and research in the area of small and medium-scale enterprises, government established training and research institutions like the 

Industrial Training Fund (ITF), Raw Materials Research and Development Council (RMRDC), Federal Institute of Industrial Research, Oshodi (FIIRO), Project 

Development Agency (PRODA), and Centre for Management Development (CMD). To remove bias against the SMEs, the second tier security market was 

introduced in the capital market in 1985 to assist the SMEs in assessing fund from the capital market for expansion. 

The Nigerian Agricultural Cooperative and Rural Development Bank (NACRDB) is an amalgamation of the former Peoples Bank of Nigeria, Nigerian Agricultural 

and Cooperative Bank and the Family Economic Advancement Programme (FEAP). NACRDB was set up to finance agriculture as well as small and medium 

enterprises in year 2000.  

The Small and Medium Industries Equity Investment Scheme (SMIEIS) was initiated in 2001 by CBN through its  persuasion to the Bankers Committee, after 

observing that the dearth of long-term finance was an hindrance to small and medium-scale enterprises’ development in Nigeria. The scheme requires that all 

banks in Nigeria should set aside 10 per cent of their profit before tax annually for equity investments in small and medium industries. This was for the purpose 

of facilitating the flow of funds for the establishment of new SMI projects, reactivation, expansion and modernization or restructuring of ongoing projects and 

stimulating economic growth, develop local technology and generate employment (CBN, 2003). Table 2 presents the summary of the major strategies on SMEs 

since the attainment of independence in Nigeria. 
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TABLE 2: SUMMARY OF THE POLICY ACCOUNT OF SMES STRATEGIES IN NIGERIA FROM 1962-DATE 

S/No Regime 

Period 

Plan Document Policy/ Strategy Remark 

1. 1962-68 1st National Development 

Plan 

Nigeria Industrial Development Bank (NIDB) This is the first NDP introduced 

after independence in 1960 and 

it is mainly private sector driven 

2 1969-1974 2nd National Development 

Plan 

Industrial development Centres, Small scale industries Credit 

Scheme (SSIC) 

The plan policy strategies 

changed from private sector led 

to public sector driven due to 

reconstruction and rehabilitation 

after the civil war 

3 1975-1980 3rd National Development 

Plan 

Small Industries Credit Fund (SICF), Nigerian Enterprises Promotion 

Act, sectoral allocation of credit  

Continuation of public sector led 

economy with high inflow of 

foreign exchange from crude oil 

exports. It was a period of 

economic buoyancy 

4 1981-1985 4
th

 National Development 

Plan 

Second Tier Securities Market (SSM) Continuation of public sector led 

economy as engine of growth 

with heavy investment in public 

enterprises 

5 1986-1998 Structural Adjustment 

Programme (SAP)/Guided 

Deregulation/National 

Rolling Plan 

Various institutions to promote SMEs  such as NDE, DFRRI, Small-

Scale Industries Corporation, Nigerian Bank for Commerce and 

Industries, Nigerian Agricultural Co-operative Bank(NACB), National 

Economic Reconstruction Fund(NERFUND), World Bank SME II Loan 

Scheme, African Development Bank (granted an export stimulation 

loan) among others were introduced 

The period of market led 

economy where government 

was divesting from public 

enterprises 

6 1999-2007 National Economic 

Empowerment and 

Development Strategy 

(NEEDS 1) 

Establishment of a Small and Medium Scale Industries Development 

Agency (SMIDA),  The Small and Medium Scale Investment 

Scheme(SMIEIS), Nigeria Investment Promotion Council(NIPC), and 

financial capitalization is a major impact on SMEs 

The reform period 

7 2007-2009 NEEDS 11/ 7 Point 

Agenda/Vision 20:2020 

The direction of SMEs has not been well articulated Current focus of government is 

on development and perspective 

planning framework 

8 2011-2015 Transformation Agenda Encouraging large-scale industries and Small and Medium 

Enterprises (SMES) to manufacture goods, revitalize ailing 

industries, promote agriculture and agro businesses 

The strategy for encouraging 

SMEs  is not well articulated in 

the agenda 

Source: Author’s Compilation. 

 

APPRAISAL OF SMES’ DEVELOPMENT POLICIES AND STRATEGIES 
The collapse of the international oil market in the mid 1980s, which resulted in massive unemployment and low capacity utilization of large scale enterprises, 

forced government to look inward for the recovery of the economy. Tax incentives and export promotion incentives among other things were targeted towards 

employment generation and intensive use of local resources for production. Credit facilities and institutional support were also developed to encourage credit 

delivery to SMEs. With the introduction of SAP in 1986, the federal government established certain guidelines for the development of SMEs. These include: 

i. establishment of more industrial development centres (IDCs); 

ii. establishment of model industrial estates to encourage prospective small-scale enterprises; 

iii. exploitation of the existing World Bank-assisted programmes for small-scale enterprises; 

iv. introduction of work-for-yourself programme introduced by the Federal Ministry of industries assisted by the International Labour Organization (ILO) and 

the British council; 

v. introduction of SMEs related programmes such as the small-scale industries scheme and the National Economic Reconstruction Fund (NERFUND); and 

vi. establishment of institutions like the People’s Bank, Community Banks, National Directorate of Employment (NDE), Better Life for Rural Women 

Programme (supplanted by the Family Support Programme and the Family Economic Advancement Programme). 

Before the introduction of the above, the Central Bank of Nigeria had been instrumental to promoting the development of Nigerian enterprises since 1970. The 

CBN in its policy guidelines directed that credit by Nigerian banks to indigenous borrowers was to be at least 35 per cent of the bank’s total loans and advances 

with effect from 30th April 1970. It was raised to 40 per cent in the 1972/73 fiscal year, 49 per cent in 1973 and 90 per cent in 1984. Although the proportion of 

loans was raised, the concentration was on the large scale enterprises. It was in 1979/80 fiscal year that the CBN specifically directed that at least 10 per cent of 

the loan advances should be allocated to small-scale industries. This percentage was increased to 16 per cent between April 1980 and the end of 1989.  It was 

further increased to 20 per cent in January 1990. 

However, the inability of formal banking institutions to adequately make credit available to small-scale industries led to the establishment of the People’s Bank 

and the Community Banks. The People’s Bank was established to provide job opportunities and give interest free loans on the basis of group membership to 

ensure repayment (CBN, 2003). The loans and advances given by the bank kept expanding for several years and  many small-scale enterprises were able to 

improve their activities by investing the loans obtained in their businesses. 

The community bank came into existence in 1992 to enhance rapid development of the productive activities of rural dwellers, improve the economic status of 

small-scale producers, and generate credit within the community to enhance the development of productive activities. The loans advanced by the community 

banks rose from N20.1 million in 1992 to N70.7  million in 1995 (Olusoji, 1999). 

The Better Life for Rural Women Programme, which came into existence in 1987, was specially designed for rural development. This programme was later 

modified and renamed Family Support Programme in 1994, with the aim of focusing on strengthening the family. Through this programme, a number of cottage 

and small-scale industries were established with the aim of improving the productivity of the rural women and their capability to generate more income. In 

1990, 544 cottage industries were established and, as at 1995, the number of cottage industries increased to 1081. In addition, food processing mills were also 

established during the same period. 

The Family Economic Advancement Programme (FEAP) was also aimed at enhancing the development of small-scale industries and it was to facilitate the 

establishment of cottage enterprises that will use local labour, locally available raw materials and fabricated equipment in the rural areas.  The implementation 

of the IDCs was poor because many of them were not adequately equipped and funded. 
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The Small-Scale Industry Credit Scheme (SSICS) was also not successful because of lack of executive capacity to appraise, supervise and monitor projects and as 

such many projects that were funded were not viable and this led to massive loan repayment default. Consequently, the scheme had to be stopped because of 

lack of fund.  

The NDE launched varieties of programmes to generate employment and thereby enhance the development of SMEs. These programmes include small-scale 

industries scheme (SSI), agriculture and youth employment vocational skills development and special public works. Others are Open Apprenticeship, the waste 

to wealth programme, the Graduates Job Creation Loan Scheme (GJCLS), and Entrepreneurship Development Programme. The NDE has cumulatively supported 

2300 SMEs’ projects in soap making, food processing, flour milling, etc. (Olorunshola, 2003). 

The NIDB has played a major role in SMEs financing. Its assistance covers 17 sub-sectors of industry. The NIDB disbursed a total of N 174.6 million to the SMEs 

between 1980 and 1988. The level of NIDB’s direct project sanctions and disbursement to the SMEs since 1989, however, has tended to fluctuate downwards 

due to the establishment of NERFUND, and the SME II Loan Scheme, amongst other reasons (Olorunshola, 2003). 

At the initial stage, approval of projects and disbursement of funds were very slow because of inadequate publicity, lengthy and cumbersome approval 

processes, assumption of all credit risks by the participating banks and the floating of the naira, which affected the viability of many projects. Participating banks 

are expected to bear the full credit risk involved in financing SMEs under the scheme. Loan approvals were granted by the fund to a number of projects spread 

across the country. The number rose from 5 in 1989 to 75 in 1990, after which it maintained a downward trend. NERFUND’s investments in the projects have 

been substantial; the total naira component was N774.2 million, while the counterpart approval in foreign exchange was $97.5 million NERFUND had approved 

373 projects with disbursements initiated on 200 and commitment of US$80.9 million and N333 million. About 70 of the sub-projects have been fully disbursed 

while 21 of them have fully amortized the total loan value. However, NERFUND was confronted by a number of problems in the sense that there was poor and 

untimely loan recovery rate, while demand for loans reduced after1990 because of the foreign exchange risk which was borne by the borrower (Olorunshola, 

2003). 

The number of SMEs listed on the Second Tier Market (SSM) increased to 16, 19 and 20 in 1990, 1991 and 1995, respectively,  while at least 4 SMEs have moved 

to the Main List of the market. As at 2005, 16 SMEs remained in the SSM. This shows increasing use of the capital market by the SMEs to raise funds for 

expansion and modernization even though it is still highly insignificant relative to the number of SMEs in the country. 

The SMIES was characterized with the problem of misinterpretation by the entrepreneur and some of them still want to hold on to the proprietorship of their 

organization. The fear of losing ownership made some of them to shun the fund. As such, fund was available but majority of them did not have interest in 

accessing the fund. From the report presented by Osa-Afiana (2003), out of the 80 projects financed by SMIES as at 2003, Lagos State alone had a share of 60 

projects, which constitutes 75 per cent of the total project financed. This was followed by Delta with four projects, while majority of the states had a share of 

one project each. This shows that the geographical distribution is lopsided. In addition, 75 per cent of the projects financed were in the service sector which is 

contrary to the real sector the scheme was initially designed for.  Moreover, by December 2004, only N8.5 billion (29.5 per cent) of the N28.8 billion of the fund 

had been utilized while and 10 per cent of the fund meant for micro credit had not been utilized due to lack of an appropriate framework and confidence in the 

existing institutions that would have served the purpose(CBN, 2005). By 2007, out of a cumulative amount of N37.42 billion set aside, only N18.13 billion was 

invested by the bank on 258 projects (CBN, 2007). A closer look at the investment on sectoral basis shows that the manufacturing subsector dominated by 

receiving 38.37 per cent of the amount invested, followed by tourism (21.63 per cent), while the micro enterprises remained at zero per cent.  It is also 

important to note that SMEDAN,   which serves as a coordinating agency for SMEs, was only set up in year 2003.  

Furthermore, the activities of training and research institutions, Industrial Training Fund (ITF); Raw Materials Research and Development Council  (RMRDC); 

Federal Institute of Industrial Research, Oshodi (FIIRO). Project Development Agency (PRODA), and Centre for Management Development (CMD) initiated by 

government did not yield much result because of lack of adequate fund to carry out the activities.  

 

CHALLENGES TO SMEs DEVELOPMENT IN NIGERIA 
Despite the fact that finance is a major constraint to the development of SMEs in Nigeria, it is not the only or most important constraint. The effective utilization 

of substantial financial resources provided under the various past programmes was constrained by such factors as lack of adequate entrepreneurship and 

managerial skills as well as absence of the enabling environment for investment in small and medium-scale industries. 

There are various dimensions to the finance/funding problems faced by small and medium-scale enterprises in Nigeria.  First is the problem of access to credit, 

while the second is the cost of credit although the latter is often considered as being less important than the first. The deregulation and liberalization of the 

financial sector in Nigeria has  several implications for SSEs access to credit as well as the cost of credit. In terms of access to credit, financial sector deregulation 

has meant the phasing out of the system of administratively determined sectoral credit allocation targets.  

The reduction in the scope of directed credit and selective credit policies is likely to have increased the problem of access to credit for SSEs in certain sectors of 

the economy.  Although available evidence on the impact of financial sector liberalization and deregulation suggests that access to credit for small-scale 

enterprises actually improved (Oyejide, 1993; NIPC, 2002), the sectoral distribution of bank credit to SSEs is highly skewed  towards the trading sector rather 

than the more productive sectors (NIPC, 2002, Nigeriabusinessinfo.com, 2002). Table 3 below presents data on actual credit to SSEs by commercial and 

merchant banks in Nigeria. 
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TABLE 3:  CREDIT TO SSES BY COMMERCIAL AND MERCHANT BANKS (1981-2012) 

 Credit to SSEs by Commercial Banks Credit to SSEs by Merchant Banks 

Year Credit to SSEs N’m Total Credit N’m Ratio of SSE Credit to Total (%) Credit to SSEs N’m Total Credit N’m Ratio of SSE Credit to Total (%) 

1981 203.2 8582.9 2.37 n.a 72 n.a 

1982 206.7 10275.3 2.01 n.a 1026.8 n.a 

1983 351.3 11093.9 3.17 n.a 1185.5 n.a 

1984 729.1 11583.6 6.29 0.052 1685.8 0.00 

1985 462.5 12170.2 3.80 0.061 1802.9 0.00 

1986 1413.1 15701.6 9.00 0.101 2771.5 0.00 

1987 4084.9 17531.9 23.30 0.553 4165.8 0.01 

1988 4166.5 19561.2 21.30 0.983 4289.8 0.02 

1989 4731.7 22008 21.50 1251 5668.2 22.07 

1990 5412.1 26665.5 20.30 2090 8081 25.86 

1991 7572.3 37646.9 20.11 2808 9895.9 28.38 

1992 20400 41810 27.04 3493.9 11188.8 31.23 

1993 15462.9 48056 17.41 4900 25189.8 19.45 

1994 20552.5 92624 14.32 5489.3 30185.1 18.19 

1995 32374.5 141146 15.86 9159.6 30612.2 29.92 

1996 42302.1 169242 16.60 5595.8 41139.5 13.60 

1997 40844.3 240782 13.12 7137.9 54491.5 13.10 

1998 42260.7 272895.5 11.53 7800.8 60290.6 12.94 

1999 46824.0 353081.1 10.43 6389.1 49257.7 13.0 

2000 44542.3 508302.2 7.58 51001.1 565871.7 9.0 

2001 52428.4 796164.8 6.21    

2002 82368.4 954628.8 8.68    

2003 90176.5 1210033.1 7.49    

2004 54981.2 1519242.7 3.62    

2005 50672.6 1899346.4 2.54    

2006 25713.7 2524297.9 0.99    

2007 41100.4 4813488.8 0.85    

2008 13,512.2  0.17    

2009 16,366.5  0.17    

2010 12,550.3  0.14    

2011 38321.15                                  0.41    

2012 14699.93  0.15    

Notes: Mandatory credit allocations were abolished from October 1, 1996, Small scale enterprises started in 1992. 

Source: CBN Statistical Bulletin, Vol. 12, 2002 & Table A.2.8, 2012 

The share of commercial banks’ credit to SMEs rose gradually  from 2.37 per cent  in 1981 to  27.04 per cent in 1992  and fell thereafter to 16.6 per cent in 1996 

(the year CBN Credit Guidelines were abolished) and then continued to decline steadily to 7.58 per cent in 2000 and 0.85 in 2007. For merchant banks, it rose 

from barely zero per cent in 1984 to 25.86 per cent in 1990 and 31.23 per cent in 1992. It fell thereafter to 13.6 per cent in 1996 and stood at 9 per cent in 2000.  

Udechuckwu (2003) argued that the bulk of commercial and merchant banks’ lending to the industrial sector is in the form of short-term working capital, which 

goes mostly to well-entrenched blue-chip industries.  He further argued that the bias of commercial and merchant banks against SMIs as risky ventures was 

demonstrated by their preference to pay penalty rather than make risky investments to meet the 20.0 per cent statutory lending to SSEs when the Central 

Bank’s Guidelines were in force. It is therefore not surprising that their lending to SSEs drastically declined after the abolition of the sectoral allocation of credit. 

For the most part, SSEs in Nigeria continue to lack adequate funding, partly owing to their perception by banks as high-risk ventures. Consequently, the various 

formal funding sources are usually limited in scope and are not always available causing SSEs to rely more on informal sources of finance and personal savings 

that are often meagre and insufficient. Carpenter (2001) identified several factors which constrain lending to SSEs in Nigeria by formal financial institutions.  

These challenges include: 

i. unfavourable bank lending strategies which do not meet SME requirements; 

ii. associated high risk; 

iii. lack of adequate collateral by SSEs; 

iv. low returns on SME investments due to high operating costs; 

v. promoter’s low education, management and entrepreneurial skills; 

vi. poor and unreliable financial records which make financial review both difficult and unreliable; and 

vii. inadequate business records to meet capital market listing requirements. 

Another factor contributing to the funding problem is that a large proportion of the small-scale enterprises operate in the informal sector of the economy. This 

puts them out of the ambit of such programmes as the small and medium industries equity investment scheme, which requires registration with the Corporate 

Affairs Commission (CAC) and compliance with the Companies and Allied Matters Act. 

Also, the lack of a credit guarantee scheme has been identified as a major factor contributing to the problem of access to credit by SSEs as they are still 

perceived as high-risk ventures by banks (Carpenter, 2001). Banks regard many SMEs as high risk ventures because of the absence of a succession plan in the 

event of the death of the proprietor. As a result, working capital is still a major constraint on production, as most SMEs are restricted to funds from family 

members and friends and are therefore unable to respond to unanticipated challenges in a timely manner.  

Olorunshola (2003) posited that one of the lingering problems of the SMEs is the inability of the enterprises to adequately tap available finance from the capital 

market. This had been attributed to their aversion to disclosure and ownership dilution, although many SMEs blamed this phenomenon on the cumbersome 

requirements and procedures for listing on the Stock Exchange. The establishment of the second-tier security markets of the Nigerian Stock Exchange, which was 

expected to solve this problem, has been shunned by most of the SMEs. Inadequate financial resources, as well as desire to operate with limited openness on 

the part of proprietors lead many SMEs to employ semi-skilled labour. This in turn affects productivity, restrains expansion and hinders their competitiveness. 

Other constraints faced by the SMEs as discussed by Olorunshola (2003) are as listed hereunder. 

Financial indiscipline: Some SME proprietors deliberately divert loans obtained for project support to ostentatious expenditure. Others refuse to pay back as 

and when due, the interest and the principal, because of political involvement and the misconceived notion of sharing the so-called national cake. 
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Lack of infrastructural facilities: Inadequate provision of infrastructural services such as telecommunication, access roads, electricity and water supply 

constitutes one of the greatest constraints to SME development. Most SMEs resort to private provisioning of these at great expense. This results in high cost of 

doing business.  

Poor implementation of policies: The poor implementation of policies, including administration of incentives and measures aimed at facilitating SMEs growth 

and development, has affected the sector adversely. This has resulted, for instance, in confusion and uncertainty in business decisions and planning as well as 

weakened the confidence of the SMEs operators on government's capacity to execute its programme faithfully. 

Poor management practices and low entrepreneurial skill hinders effective control and planning as many SMEs do not keep proper accounts of their 

transaction. In addition, lack of relevant educational background and thorough business exposure hinders their ability to seize business opportunities that may 

lead to growth and expansion. 

Insufficient demand for the products of SMEs: This also imposes constraint on their growth. Although many SMEs produce some inputs for larger industrial 

enterprises, the non-standardization of their products, the problem of quality assurance as well as weak purchasing power, arising from consumers' dwindling 

real incomes, effectively restrict their market access. 

Overbearing regulatory and operational environment: The duplication of regulatory agencies, multiple taxes, cumbersome importation procedure, and high 

port charges have continued to exert pressures on the industrial sector in general and SMEs in particular. 

Other challenges are insufficient information on markets, high cost of machinery/equipment, lack of reliable data, uncompetitive products,  lack of industrial site 

and enabling environment,  societal attitudes, i.e., preference for imported goods and little knowledge of electronic trade, etc. 

 

RECOMMENDATIONS AND CONCLUSION 
This paper has discussed the policies and strategies for SMEs’ development in Nigeria. While some of the approaches have yielded positive result, the 

implementation of some of these policies is faulty. However, there is need to do the following for the purpose of assisting SMEs to develop in Nigeria: 

i. the listing procedure on the Second Tier Securities Market on the Stock Exchange should be refashioned in order for more SMIs to access the capital 

market for needed funds; 

ii. there is  need to strengthen the capacity of relevant institutions like  SMEDAN, NERFUND, NDE, among others, in order to effectively implement and 

administer programmes and incentives for the SMIs; 

iii. promotion of extractive and agro-processing, textiles and garments, leather, oil products as well as computer components and other light industries; 

iv. entrepreneurial development through intensive, non-formal training of existing and prospective SME promoters’ programmes; 

v. provision of adequate infrastructure to reduce the cost of doing business; 

vi. strengthen the linkages between small and large-scale industries through subcontracting.  

vii. provision of adequate fund to carry out research activities in the area of SMEs development; and 

viii. proper coordination of the activities of various agencies responsible for SMEs development 

In conclusion, government should take the implementation of policies and programme for SME’s development seriously. In addition, proper monitoring and 

evaluation of these programmes will go a long way in ensuring that the objectives are achieved. 
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