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Abstract

The benefits of a booming SME sector can he seen in the creation of a sound industrial base for an
emerging econaomy. It ranges from the provision of emplovment, sources of subsistence, cquitable
distribution of incomes to its citizens, to deplovment of domestic savings for investmernts. It also include,
bur not limited. (o the increase in capital financial gains, important contribution to Gross Domestic
Product (GDP), harnessing of native raw materials, curtailing rural-urban migration and efficient
utilization of a nation’s resource. us can be seen in the case of Taiwan, South Korea, Singapore. eic. These
are countries that were buill on a dvnamic SME sector. However, many less developed economies have not
been able to fully wtilize the many benefits of this sector, perhaps due to ignorance. This review cxamined
the extent to which these social agents (SMEs) which have liberalized several economies of the developed
couniries, such as the United States, United Kingdom, Wider Europe and the BRICS countries (Brazil,
Russia, India, Ching and South Africa) is being freated with levity within the developing economies. The
Study however, focuses on the SMEs operating within the Nigerian state. It employed in its entirety the
review of secondury data. And findings revealed a plethora of issues. Of note was the fact that despite the
bencfits of this vibrant sector to the Nigerian economy, the government policies, infrastructures, finances
amongst others are not javorable for its growth and sustainabilitv. The authors recommend that the
Nigeriun goversment as well as government of other developing economies must invest substantialiv to the
growth, development and sustainability of SMEs through the provision qf essential infrasiructures,
manpozwer, microfinance, security and adequare policy framework,
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BRICS.
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The benefits of « booming SME sector can be seen in the creation of a sound industrial base for an
emerging econcimy. It ranges from the provision of emplovment, sources of subsistence. cquitable
distribution of incomes to its citizens, to deploviment of domestic savings for investments. It also include,
but not limited, to the increase in capital financial gains, important contribution to Gross Domestic
Product (GDP). harnessing of native raw materials, curtailing rural-urban migration and cfficient
utilization of a nation’s resource, as can be seen in the case of Taiwan, South Korea, Singapore, etc. These
are countries that were built on a dynamic SME sector. However, many less developed economies have not
been able to fully wrilize the many benefits of this sector. perhaps due to ignorance. This review examined
the extent to which these sociul agents (SMEs) which have liberalized several economies of the Jeveloped
countries, such us the United States, United Kingdom. Wider Europe and the BRICS countries (Brazil,
Russia, India, China and South Africa) is being treated with levity within the developing economies. The
study however, focuses on the SMEs operating within the Nigerian state. It emploved in its entivety the
review of secondary dara. And findings revealed a plethora of issues. Of note was the fact that despite the
benefits of this vibrant sector to the Nigerian economy, the government policies, infrastructures, finances
amongst others are not favorable for its growth and sustainability. The authors recommend that the
Nigeriun government as well as government of other developing economies must invest substantially to the
growth, development and sustainability of SMEs through the provision of essential infrastructures,
manpower, microfinance, security and adequate policy framework.
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Introduction

SR~ as secial agents simply fioplies that SMEs e @ good 116 within all economies all over the world,
SAE s are Knewn to be the greatest ecmploser of labor cutting across various strata of employment. They cut
across houndaries, und serve as w lorm ol subsistence to lamilies where government’s presence i~ not lel.
Al nations that have centered on SMEs and guaranteed its guality and sustainability have succeeded vital
improvement of the feature and commonplace ol living, increase in capital financial gain likewise us rising
in GUP. When any government points out grave obligation to the sustainable growth of the SME sub-
sectar. the economy ol that given government essentially witnesses pregnant transformation und prosperity
(Momoeh. 20035 Unfortunately . this goose that 1s layving these fantastic golden eggs has not received s
prime of place. 1 is often relegated to the background in policy formulation by government. especially in
the developing ceonomies. It theretore the aim ol this review to examine the extent to which this social
agent which hus Biberalized cconamics ot the developed countries. is being treated within the Jo eloping
economiva, This will therelore entail o comparative review of the impact of this social agent within
developed eeonomies such as the U nited Staies. United Kingdom, Wider Lurope and of course the
developing ceonomices such us the BRICS countries (Brazil, Russia, fndia. China and South Africa) in
general and Nigeria in particular. The encounters of established economies, in regard 1o the roles SMLs
have plaved support the fact that the connectedness of” SMEs cannot be overstated particularly among
enriereing countrics.

Definition of Small and Medium Enterprises

The definition of a Small and Medium Eeterprise (5% varies across cconomies and detining agencies,
Three constant fuectors in the detinition globally include number of enmiployees. 1otal annua! sales und value
of net assets. The Central Bank of Nigeria defines o Small and Medium Scale Enterprise operuting s
Nigeria as an enterprise with Axed capital or assel between NSmillion and N300 million (820,932 and
$2.695.2401 tumever of less than 100 million (S538.648) per annum and labor force between 11 und 300
(CHN. 2003, According to Otith (2007). the Coenter for Industrial Research and Development (CIRD} of
Obalemi Awolowo University . Fle-Ife classitied a small business as an enterprise with working capitul base
not exceeding N230.0000 151 .346.62) and emplosment of full tdme 30 workers or less. Similurly, the
Natonal policy on MSMEs, detined small enterprise us an enterprise with a (otal asset (excluding fand and
buildingy worth five millon naire but not excecding N30 million ($269.3243 With o total workloree of
abeve e byt nol esceeding forts -nine employecs, and medium enterprises as those enterprises with total
assets above N30 milion (5269 3245 but not exceeding N300 million (52,693,240} (excluding and and
labory with a wotal worktoree of between 30 and 199 employ ees (SMEDAN, 20505

I Brazil SMEs we hnown as “pequena ¢ media empresas™ (PMEs) and have various detinitions across
difterent institutions, However, o generally aceepted definition by the general luw of micre and small
enterprises establishied on December 140 2006, defines w small business as an enterprise which have an
annuul twrnoser not more than RS 2400000 (LS1 $911.682.53) each calendar year. SABRAL . Bravilian
ageney or nyicre and small enterprises established in 1972 defines SMUs based on numher ol eniployees
and unnual turaover: wosmall enterprise in the indusiry . construction. agriculture and similar sector has o
maxinum of 99 skl and masimum of 49 st in the commerce and service sectors with i annual
turnover between RE2H0LG00 und RE 2400000 (TISD S 97168.25 to USD $911.682.53) while « medium
enterprise has a stall count of between 100 to 499 in the industry, construction. agriculture and similar
imdustrics and 30 to 949 crmaplosees in the commerce and service sectors (Haner, 2011,

SM s wre detined i Ching based on the SME promotion Law of China. and this definition varies according

to the sector of the coonomy . I the industrial sectors a SME employs a maximum of 2000 people and have
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an annual rovenue not eseeeding RMB30G million (U S S48.366.426). with a total assel not eseeeding
RA 300 million (11 864 4885081 Nianleng, 20085 A generally aceepted definition of Small susiness
i Sustrabia is o business emplesing Tess than 20 persons with an average annual turnover of Less than
Slmiiiion and net assets of fess than $2million. us jeintls delined by the Australian Burcau of Statislics and
Australian wy Office. The Luropean Unien defines SMUEs as enterprises with less than 230 people and un
annual turmnos er under 30 million of Furos ($38.132.730) or with an annual balance sheet swihieh does net
excecd 43 million Lures (5499941033, In the United Kingdom, businesses are classilied according to
number of empiosces: micro:r 0-90 small businesses: 0-49. medium sized businesses: 50-249 and large
businesses: 230 and above (Nwany ams v Oghoru and Tnua, 2009),

SMUIs and Economic Development

Asian devclopment bank in their report “SME development in Pakistan™ emphasize the kes role ol Shils
for the grovth of the counuy and its role in generating employment and ensuing equitable distribution of
income. An emerging economy requires o sound industrial base which would stimulate prosih (Barl.
Cheema and Haque. 2003) this is achicvable swhen SME concentration is kigh as they provide cimployment
and output in the initigl phase of the vanstormation from a lowsincome cconomy te middic-income
ceononty and assisUin asmooth and fest oack transition itselt. Taiwan has in the past 50 vears proved to be
the muast succeessiul developing county. grown onasibrant SME sector. This has produced both (Jor it
timed record-breaking erosvdh and woguite Tow Jevel of ineguality. by comparative standards. Simitarly.
Korca has esempliticd that inegualite can tadl significantly when the weight of the SM sector rises
quick o as it did ror aoperiod alter the mid- 19705 in Korea. Colombia’s golden age of growth, from the late
19605 through the 97050 comeided with very fust expansion ol the manufacturing SML sector and sith an
apparent decline i urbuan inequality.

The key roles of SA s ssmbolize deployment of domestic savings for investment. important contribution
to Gross Domestic Product (GDPY and Gross value. haressing of native raw materials, emiployment
creation. impoverishment reduction and alieviation. sweetening in customary living. increase in por capita
financial gaing shills weguisition. sive in technologs and prelessional growih and diversitication, curuiling
rural-urban migration and resource vhilization. conuibution to the strength of business inter-Tinkuaes and
inteeration moestls through the manutucturing ol intermediate product to be used in huge-scale s (his
could but solely be uccomplished with the actualits of o responsive and feisty industrial pelicy and linking
gorvernment’s overall cconomic development way s which can involve all shareholders and make sure the
active and cconomical harnessing. Expovts by SMEs naturally vary between thirty and fifty percent of wotal
industrial exports i developed and developing countries. In tune with the newest developments within the
world coonoms und ulso the attendant cconomic process offects. the role of SMEs going torward i- sure to
be even larger and wddivional pervasives with a demenstrable impact on the rising world commeree order
(Mamob, 20050 Naude, 20030 SMEDAND 20005, SMEsS play o sienificant role in the tansition of
agriculture-icd coonomics oo industrial ones. They alse help o absorb productive resouree . local
technelogy und rave matertals that would have otherwise been ignored by larger firms at all levels ol the
ceenomy and add o the formation of exible ceonomic systems in which small and larec 1wy are
interlinhed CSAEFIXAN. 2010).

SMUs have been recognized as eritical brecding wnd nurturing grounds for domestic entrepreneurial
tucility . wechnival proficiency. technological modernization and  managerial  competencies ior the
development ot o svibrant and productive cconomy (SMEDAN. 20100 A vivacious, econonical and
effective SAL subssector generates several resuitunt edees for shareholders. personnel. customers, and
emplosers lkewise the whele cconomy, It s widely believed that entreprenearship is bencficial tor
ceonumiv grew e and des elopment. as is seen in countries that have remarkably achicved poverty reduction
such s China and the Fast Asian igers (Naude, 2013,

Concept of Development in SMEs:
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The concept of deselopment has been variousty detined: Obisi (1996) opines “developueni is a {oug-torm
edvcationad process writizing @ svstematio wnd organized route by which managerial personnc! learn
concoptial and theorctivad knowledge Jor general purpose”. Banjoko (2002) views development as “the
course of helping managerial emplos ces who pertorm non-routing jobs te improve their administrative.
oreantsational. and exevutive abidities and competence”™. Due Lo its abitity to facilitate market wdiustments
felfiminating  necket disequilibeiay by spotting  opportunitics for profitable arbitrage, Kizsner 11973)
recognizes the need ol enureprencarship through SMEs in developing countries. Kanbur (19793 Lo ells on
the rish-tuking dimension of SMEs. and s impact on ceonomic development ol emerging countyies.
which are usually charucterized by high risk und uncertainty. Accordingly. Wiggins (1995) hy pothesized
the predeminance ol small Hrms in developing countrics as an indication of economy -wide umbiguity . with
low fikelihood of success, Nebson und Pack (1999) outlined the role of SMEs in absorbing a rapid
expansion of shilled fubor thus leading o increased retums to physical and human capital. Tlowever.
theoretical and empirical evidences have not been able to strengly aceept the hypothesis that SMUs are a
major source wl ecanoic development and growth, Leveraging on three “grand™ ideas in des clopment
econumics aevording o Nawde (2013,

«  Development requires a structural information of what, how and where production and consuniption
tahes pluee: tollowing the ke of production of goods and services where {ow-value added. Tow
productivie and rural bused activities are trunstormed 1o higher value added activities i scrvices
and manulaeturing located in cities

 Deselopment s o nwalti-dimensional coneept that requires more than just the eradication of income
poverty . and

e Narket nlures are prevalent uid the state has an important coordinating and regulatory role to play
in developmeni”

Some analy st has e arpued that a Tot ol assumed strategic advantages of tiny corporations dare wlso “myth’
instesd ol realin ™

*  Employvment: A comparative study of producing corporations by Snodgross and Biges (19963 show s
commeon pattern within the transformation ot the dimensions distribution of corporaiions as
industrinl enterprise by terminal that small-scale enterprises play o declining role as countries
develop,

o Efficiency: NMostorescarch on deseloping countries shows the liniest corporations sguire measure
least ceonomical and there is some proot that cach small and enormous corporalions square meusure
comparatively ineflicient compared to medium-scale corporations (Little, Mazumdar and Page.
19871 Avcording to Snodarass and Bigas (19961, it is usually argued that SMEs square measure a
lot of mnes ative than Larger corporations most likels oning to the adoption ol "niche strategios”. like
high product gualits . esibilitn and responsibilits (o client desires as means that of competitis e with
lrge-scale businesses. However, Naude (2013) Tound that these innovations usually tuhe time, and
enormads corparatiots could have a ot ot resources to adopt and implement them.

o Wagey and Benefits: Though, anals sis proof sugeests that larger employers provide hivgher jobs in
termts of operating conditions than SMLEs (Davidy Ulaliiwanger. Schuh, 1993), There is some proof
that this inequadity narrows as industrial enterprise yield (Snodgrass and Biggs. 1996).

o Social, Political und Equity Justifications: SMEs square measure usually same to contribuie to a lut
of equal distribttion of {inancial gain or wealth, However, SMEs house owners and stel! square
masire possible W be the poorest of the poor. in order that SME promoetion might not he the
Torenmost eilectiv e lnancial condition alleviation instrument. In reality. the need of govermments to
market SMEs b usually supported social and pefitical concerns instead of econamic ground-.
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s Luabour hwtensit: Ly firms use an outsized share of the Jabor foree in several deycloping
countries. b theorn . SNVEs square measure reganded W be a lot of labor intensive thun massive
corporations. Howeser, some analysis proot suggests that a lot of SMEs square measure indeed a lot
ol capital intensive (1 ile, Mazsumbar, Page. 19873 Similarly. Snodgrass and Biggs (19900 opine
that lubor intensity exhibits a fot of varition across industries than among firm-sized teams ut
intery als industries.

o Job Creation icis 0opically argued that SMEs square measure necessary for employment growth,
Fhis conviction has not been sapported by emirical proot. whereas job creation rales square
measure well higher tor fittle corporations, thus square measure pross destruction rates. SMEs
exhibit high birth rates and high death rutes and plenty of tiny corperations fail (o gross ([ s,
altiwugner. wed Schub, 1993,

Analysis of the Effect of SMEs on the Econemic development of Selected Economies

Empirical studies as highlighted in SMEDAN (2010) show that SMEs contribute to over 35% of GDP and
over 63% ol el employment in high-ineome countries. and account for over 60% of GDP and over 70%
of ol employment in low income cauntries. while they contribute about 70% of GDP and 93" of total
emplovment in middie income countries. Edminston (2007) opines from the viewing plattorm ol cconomic
desetopment that smadl businesses penerate virtualls half of new jobs in the cconomy . and it is prosumed
that they are pood Jobs, SME s are the growdth engines of the economy due to their ability to crente jobs,
Toster entreprencurship. alleviate poverty. accelerate growth bridge the gulf of income inequity and
fornudion of forward and backward Tinkages and provide depth to the industrial base ol the ceonomy
(Ahmad, Nenova and Niang. 2009),

Accerding o data from the Puropean Observatory (ENSRL 1997) SMEs employing up o 230 people
accounted Tor 68 million jobs in the Buropean Union in 1993, SMEs represent 99% of all enterprises in
Lurope. and contribate more than two thirds of Lurapean GDP and provide 75 million jobs in the privawe
sector. thus ucting as keys to implementation of the renewed Lisbon strategy for economic growth and
emplosment. The German SKIEs employs about 72,6 pereent of its labor foree (Ismaila. 20125 [n New
Zealand. SN accounted [or 96% ot all enterprises and 39% of the entire worth-added outpat tn 2604,
uphill of 2% points from the preceding vear. SMEs remain the main growing strength behind the fustest
groving cconomy ol China, in terms of involvement to the nationwide GDP accounting tor forty
pereentages. meastre of properties, and variation of product and the making of empleyment. China has
tenaciously studicd these facts and aggressively competitis ely capitalized on it (Horn, 1995; Pang. 20081
The SMES with less thun 300 workers account Tor 99.5%, ol the factories in Tokyo and employs 74 pereent
of work furce there, Korea and Taiwan prospered as both countrics of manufacture and export with the help
of it SMLs, ShiEs establish nearly 90% of all the enterprises in Pakistan: employ 80% ol the non-
agricattural Libor forcer snd their share in the annual GDP is 40%. approximately (Harvie and Lec, 2003;
Neumwrh et all 2008). In the United State of America, the SMEs account for 87 percent ol the countries
worktoree. In 20040 there stood an estimated 23.97-L000 businesses in the US, of which 5.683.708 were
small rades who hired about 3.666.600 people (Longley. 2006). Furthermore, available data lrom some
African countries show that in 2003 SMEs in Kenyva vmployed 3.2 mitlion people und accounted for 18
percent of the national GDPC I Pakistan, there are 3.2 midlion SMEs which make up over 90 pereent ot all
private enterprises in the industrial sector and employs nearly 78 percent of the non-agricilncal labor
Torce. contributing over 30 percent o gross domestic preduoct (GDP),

Overview of SMEs in Sclected Emerging Economies

Brazil: SMIU7 s in Brazil sun ive using 2 ~Jeitinho™ recipe: which means surviving an inconsistent. Jy namiv
or turbulent business envivonment by working around things (IHaner. 201 1). SMEs in Brazi! arc liberal
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about management. less tarmal and quite Mexible. This approach to business has helped SMEs contribution
o Brasl's ceonomy . as seen below: Percentage of SMLs in Total Number Enterprises: 99.7%. Density of
SML. s (per 1.000 inhabitantsy 30.4%, Average size of an enterprise (employee/enterprise): 4.2 Number of
Persons emplosed by SMEs? Total ol enterprises: 68.3%, Contribution to GDP by micre und smuall
enterprises: 20%. Faport Turnover: 19.7% tHaner, 2011 Contribution to innovation: 40 pereent (Sabrac.
20071 Flowes o Sh s in Brazil stll encounter wrbutent forees, such as inereased competition dus to low
cost products imported o Asian countries restlting [rom globalization, high bureaucracy (it tahes wround
120 days o open o business) £ The World Bank. 20103 Inconsistent and high tax charges polics: Poor
business nanagenent mosth associated with low educationa! level of workers and owners.

India: Viousing (he headauarters of World Association for Small and Medium Enterprises. India i- seen to
be etfectivels deseloping its ceonomy through its growing SMLs. The development of SMIS in India can
be divided into three phases:

¢« 1948 g0 1991 phase. which provided supportive measures such as reservation of items for oite
production. prioritized access (o bank credit through the Priority Sector Lending Progranmie of
commercial  buanks, excise  exclusion, proviso under the  Government  Purchase  Programme.
infrastructure desclopment and establishment of institutes tor entrepreneurial and skill devetopment.
More Importantiy . policy resetution highlighted the importance of SMEs as eftective tool 1o expand
cployiment oppartugities. ensure equitable disicibution of nationa! income and facilitate cllective
mobilization of private sevtor resources of capital and skill. (SMEDAN. 2010)

« 1991 fo 2006 phases: This phase saw Indin’s government’s devotion to the foreign market
competiveness of iy SMVEs, In 2006, the Micro. Small and Medium Enterprises Act was passed along
the sume Hines (SMEDAN 2010)

2006 G date phase shows India™s government working o ensure the soliditication of the carlier
phatsus,

During tiese phoses. the India government set up some arganizations to help loster and nurture the SMIs.
such s The Micros Small and Mediom Enterprises Development Organization (1954); Smuall Tndusiries
Devetopment Bank of India (S1DBL: Fechnology Development and Modernization Tund: Delayed
Puyment Act industrial infrastracture Development (HID) Scheme: Ministry of MSME (19994 National
Muanutiwturing Competitiveness Programme (2007-2008). These supports in place has seen the SME sector
in India contribute 39%: of the country’s munulucturing output, 33% of her total export and cimploy an
estimated 31 million persons spread over 128 million enterprises with quadruple higher lubor intensity than
the farge enterprises (SMEDAN. 201005

China: SMEs In China guined Importinee as a vital ol of economic development following the 1980
market-oriented reforms initiated &y Chinese feader Deng Xiaoping {Liu. 2008). 65.58 percent of SMEs in
China are located in the castern area of China. 200014 percent in the mid-area and [1.28 percent in the
weslern part of Ching, A comparative anaiysis ol SMEs in China, according to SMEDAN (20103, reviews
that SMNEs uccount for 60% ol industrial output, 353% of China’s GDP and 73% of employment. Similarly.
Liu (2008) opines that SMEs muake up 99.7 pereent of all enterprises in China with 42,991 registered
medium-sized businesses (178 pereent of wtal enterprises) and 2.327.969 small enterprises (98 percent of
total enterprises) awd the output vadue of SMEs aceount for about 00 percent of China's Gl und
generutes more i 82 percent of emplosment in the country. Employment statistics. show 1he Jaree
increasing role SMEs play Tor the high population of China: medium enterprises employ 35,4043 persons.
130076 pereent swhile small enterprises employ 38.947.8 persons or 3113 percent of China’s employed
populution (v, 2008)

Government Policies and SMEs in Ching - The arm of governments tasked 1o administer SMs in China
consists ol Jour administrative departments: The Notonal Development and reform Commission: Ching

Coordination Center for Cooperation ot SMs with Fareign Countries: Ching Association of SN < Local
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Sh s department in every prosinee: Through these departments, China's government has suppuorted SMLs
by ovreating the SME promotion Ly funuary 2003): dssuing @ document titled vState Council on
Eoncouraging, Supporting and  Guiding the Development of Private and  Other Non-Public Owned
Peonomios™ 12005 making public the SML Growih Project (2000) and providing Financing Tor SME
derclopment.

Chuallenges in SMES' operations and some notable ¢lusters in Citing: Weak linkage with external muarket:
weak Pechnological nnovation: inadequate Financing: high Cost of Operation. Cluster output in Ching
accounts tor abeut 30 percent ol the ttal indusirial output. 60 percent of taxes, 70 percent ol export solume
and 80 percent of employ ment. Some netable clusters in China are found in the Jiangsu Province: The
Guanlin cable cluster teomprising 12 smull cable enterprises). the Shengze Textile cluster (comyprising 6
smiall testite enterprises). the Hengshan sewing machine Cluster (Comprising 6 small sewing machine
mahers ). A revolution of SAMES setting in China fecusing on ereating industrial clusters te reinforee SMEs
competitiveness in the global ceonomy by maximizing regional aceessibility o produce and muarket by
capitalizing on joint ventures. cooperation and aflignces has seen great improvement in the social wnd
ceoncmic contribution of SMEs in China.

Nigeria: istoric evolution of Small Business in Nigeria conterring to Ubom (2006) and Olagunju {2008
cun be likened o the era ol our forelathers who involsed in hemegrown farming and exchange. At first,
they went inte subsistence Twrming to placate their instantaneeus needs. As the countrs grevs and gol
inhubited by more people. und given the diverse human talents, natural und geographic endowments. joined
with the tarmers inabilitn o mect ovther people’™s needs, they then expanded into various and other
crisftsmunship trades =0 as o el their other needs, According to Ismaila (2012). the sector serves as
major cataly st for enploy ment ereation. national growih., poverty eradication. equitable income distribution
and ceonomic develepment and can boust of being the major employers of Tabor in the world due to its
labor intensive preduction process. case of start-up and operations in comparison to major industries and
multinationals. due o it°s case In start-up and operations. Past literature affirms that cmerging countries
with lacger share of SMEs employvment have higher economic growth than their counterparts (SAIEEDAN,
2000 CBN data shows that industries in Nigeriwe with munutacturing taking the lead are comparativels
dominated by SAE s SAEs represent about 93% ol the manufacturing sector. and 70 percent of industriad
jubs i terms of number of enterprises. and an overall 96% of Nigerian husinesses (Wohab and Tjaisa.
20000 In Nieoria, small businesses are peneralls found inosmall shops. hairstylists, tuoe moen.
photojournabists cres According o SMEDAN. (20101 SMEs both in the formal and iniormal sectors
employ over 60%, of the fubor foree in Nigeria. More 50, 70% 10 80% of daily necessities in the country are
not high-technology product. buy basic materials produced with little or no automation. Most ol these
products come Trom Smadl and medivm Enterprises. Aremu and Adeyemi (2010} citing Basil 2005)
discovered that the majorits SMI7s o Tederal Republic of Nigerie die inside their first 5 s ears of existence
thunks o scant capitd, lich of tocus, inadequate research. over concentration en one ar 2 marketplace tor
tinished produoci. Tuck of successton arranpe. lgnorance. lack of correct book keeping. irregular pov er otfer.
infrustructoral inadeguacies twater. roads eted lack ol correct records or Tack of any records in any respect.
inability o separate business and tumily or personal finanee. lack of business strategy, inabilin to tell apart
between revenue and profic inability (o obain the correct plant and machinery, inability to interact or use
the correct valiber cimploy ees and cutthroat competition

In SMEDANS (2010) study of MSME's in Nigeria. the (ollowing findings amongst many others were
obseryed:

Total number of MISMUES T Nigeriu stood at 17.284.671 (With micre standing at 17, 261,753, simali at
20264 and medivm at 134y The mitial start-up capital of micro enterprises signiticantly stood av less
than 11t thousand Nuira with smadl and medium enterprises averaging less than ten million Nuira. NishlLs
contribution to Nigeria™s Gress Domestic Product stood at 46.54% in nominal terms [or the vear 20160,
Manufacturing sector has the highest sumber ofenterprises, followed immediately hy Wholesale and Retuil
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Trade. Repairs of motor vehicles and houschold goods. 57.5 percent of SMEs are sole proprietorship with
27.2 percent taking the form of Private Limited liability. with 97.4 percent of Micro enterprises taking the
business form of’ Sole Proprictorship, and 2.4 percent partnership. Females account for 13.57 percent of
ownership in the Sole Proprietorship and 86.43 per cent male ownership for SMEs. 43.60 per cent of
business owners are in the 36-30 age group, with 13.40 per cent under 36 years of age, 26.86 per cent
between 51-60 vears and 16,0 percent above 60 years of age. Personal savings (54.4% of surveyed
businesses) is the main source of capital, followed by loan at 22.0 percent, followed by family source of
capital at 16.7 percent. 31.7 percent monthly business turnover was recorded at below six million naira,
followed by 21.5 percent at forty-five million naira in 2009, In 2010, below six million-naira turnover
recorded 78.7 percent concentration, followed by 7.9 percent recording a sales turnover of forty-five
million naira. 89.2 percent of SMEs in Nigeria as at 2010, have their operational monthly cost below ten
million naira while the second dominance category at 5.2 per cent is six to fifteen million naira.
(SMEDAN. 2010). Averagely. 39.8 percent of SMEs make daily usage of alternative source of power in
the range of 1-5 hours. while about 34.9 percent of the enterprises make daily usage of alternative source of
power in the range of 6-10 hours. with about 12.0 percent making use of alternative source of power in the
range of 16-20 hours, The total number of employees as at December 2010 was 32,414,884 persons,
consisting 0l 39.478 persons in the small and medium enterprises with male emplovees dominating with
22.139 persons (30.08 percent} and 17.339 female and 32,375,406 persons in the micro enterprises,
comprising of 18.662,943 males and 13,712,463 females.

__Table 1: Contributions to GDP by Sector

Sector Contribution to GDP (in ”/u)—
Agriculture. Hunting. Forestry and Fishing Sector 98.01

Mining and Quarrying 67.78 )
Manufacturing 63.74 _;
Building and Construction 10,76

Wholesale and Retail Trade N 67.98 ]
Hotels and Restaurants 40.62

Transport. Storage and communications 39.74 ]
Financial Intermediation 5.32

Real Estate, Renting and Business Activities 9913

.ducation 48.00

Health and Social work 73.82 o
Other community. social and personal services. constituting 99.94

activities  such as barbing saloon, hair dressing, laundry

Laur\‘iccs. ele.

Source: Adopted from SMEDAN (2010)

Government Policies and SMEs Operation in Nigeria: The government to help the growth and
development of SMEs in Nigeria continually establishes numerous programmes, policies and laws,
Amongst such organizations are:

Table 2: Government Policies In Place in Nigeria

Establishments Abbreviations Year Objective
Nigerian  Industrial — Development NIDB 1964 Offer loans to entreprencurs for the
Bank development of small businesses
(Ubom, 2006)

Small  Scale  Industries  Credit SSICS 1971

Scheme

Nigerian Bank for Commerce and NBCI 1973 Intended  at  inspiring  small
Industries (Later fused with NIDB to businesses among Nigerians  to
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form the Bank ol Industry ) boost economic development

Nigerian — Enterprises  Promotion ) 1972 Objective  of endorsing native
Decree No. 4 of February enterprises and to make Nigerians

have superior stake in the cconomy
of the country

Structural Adjustment Program SAP 1985 Designed at saving the c¢conomy
from overall flop through
liberalization of the cconomy,
which allows greater private
initiative

| International Bank for IBRD Awarded a large $1.597 billion in
Reconstruction  and  Development SMEs in 2004 financial year. with
Operations continent obtaining a sizeablc shure

| of over $89 million (IFC. 2009)
Small and Medium Industries Equity SMEIS Leads small businesses into various
Investment Scheme trades like banking, manutacturing,

retail trade etc.

| Bank of Industry BOI Same as NBCI
Small and Medium  Enterprises SMEDAN 2003 To promote the development of
Developing  Agency  of Nigeria micro, small and medium
(SMIEEDAN) enterprises (MSME} sector of the
Nigeria economy.
SMI: Apex Unit of Central Bank 1989 To provide a platform to cnhance

service delivery to micro. small and
medium enterprises.

National Economic Reconstruction NERFUND 1989 To provide needed medium-to long
Fund term financing to viable small and
medium scale production
) enterprises
The African  Development Bank/ ADB/ESL 1989 To spur sustainable economic
Export Stimulation Loan development and social progress

Source: Adopted from SMEDAN (2010)

Challenges faced by SMEs in Nigeria: Although SME sector is favored on the point of view that SMEs
stimulate economic growth, however, market imperfections and institutional failures hamper their growth,
Amongst these market imperfections and institutional failures in Nigeria are inconsistent government
policies (Political uncertainty. Inconsistent tax policy), poor management strategic skills, lack ol credible
credit information, credit quality and institution: dearth and paucity of credible and reliable databuse: poer
infrastructures  (roads. electricity. energy, communication. manufacturing environment), dwindling
economic environment (venture capital, fluctuating value of the naira, financing), low quality production
inputs arising as a result of the quality and availability of raw materials) and bottleneck hurcaucracy
{Onibokun and Kumuyi. 1996; Ubom. 2006). The present socio-economic development challenges
contronting Nigeria is exacerbated by the changing demographic profile of the country. The numbher of
unemployed is on the increase. of which the proportion of the educated youth will also continue to rise.
Fortunately. Nigeria's economic growth has in the last decade been led by the service sectors. which is
predominately easier for entrepreneurs to start. usually due to its low capital needs in comparisen to goods
sectors. (SMEDAN. 2010)

Summary and Conclusion
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Underdevelopment is net due to an insufficient supply of SMEs, but due to institutional weakness that
results in a ~lack of profit opportunities tied to activities that yield economic growth”. SMEs have largely
contributed to the economies of developed countries. And has acted as a source of creation of employment,
provider of subsistence. ensuing equitable income distribution, increase in capital financial gain and
important contribution to the GDP of examined nations. The role of SMEs in the development of
developing countries cannol be over emphasized. Although the Nigerian government has in recent years
focused on the growth and development of the sector, it is imperative that more effort be put in place o
ensue sustainability ol the sector as it is with other sectors.
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