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Abstract 

 This paper’s main objective is to examine the contribution of small and medium scale business 

enterprises toward the development of Kano state economically and industrially. The research used 

secondary data for analysis and conclusion, that is, the analytical methodology was conceptual in 

nature, data was gathered from various publications such as written articles, text books, journals, 

conferences papers, periodicals and internet. The finding revealed that Small and medium scale 

enterprises have contributed significantly in the area of industrialization and economic development 

of kano state, also the study revealed that  Small and medium scale enterprises create jobs and  act as 

training ground for  skilled labour, development of entrepreneurial and managerial skills. It also 

encourages use of local raw materials to produce varieties of products in the market. The paper 

recommends that government should put more effort and provide conducive atmosphere to encourage 

Small and medium scale enterprises to enable them to capture market target and schedule the 

business properly in the industrialization and economic development of Kano state. Government 

should see it as a task to increase the supply of credit facilities to the SME sector in order to provide 

funding for its economic expansion. Therefore, non banks financial institutions including insurance, 

Finance Companies, Bureau de Change, pensions, mutual fund, etc. should be encouraged and 

supported as a combination of both the commercial banks and the NBFIs will go a long way in aiding 

the development of the SMEs sector. There is also need to provide training in business skills and 

access to marketing information so that they can expand to take advantage of both domestic and 

international markets and there by create decent jobs. Capacity building and sensitization 

programmes for SMEs should be put in place to empower them with ideas and information needed to 

grow the enterprises to the highest level possible for the benefit of the Nigerian economy as a whole. 
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Introduction 

Small and Medium Scale Enterprises (SMEs) are the back bone of any growing economy, be it small 

or large. Some of the contributions of SMEs to boom the economy include employments generation, 

youth empowerment, rural development, national income and growth, quick spread and development 

of adaptable technology, and regional balanced growth channel. SMEs are generally regarded as the 

engine of economic growth in developing economies (Agwu & Emeti, 2013) and developed nations 

(Alese, 2017). Specifically, Alese (2017) argues that this argument stems from the realization that 

almost all countries that have focused on SMEs sector have ended up in the significant reduction in 

poverty level and its attendant enhancement in the quality and standard of living, reduction in crime 

rate, increase in per capita income as well as rapid growth in national output among other salutary 

effects. Similarly, small and medium enterprises (SMEs) have been largely acknowledged as the oil 

required for lubricating the engine of socio-economic transformation of any nation (Odah, 2005). 

Small enterprises are vital for economic development because they encourage entrepreneurship, 

generate employment, reduce poverty and provide suitable livelihood (Rogers, 2002). The SME sector 

is strategically positioned to absorb up to 80% of jobs, improve per capita income, increase value 

addition to raw materials supply, improve export earnings and step up capacity utilization in key 

industries. A lot has been said and written about SMEs all over the world. SMEs have formed the 

subject of discussion in so many seminars and workshops both locally and internationally. In the same 

vein, government at various tiers (Federal, State and Local levels) have in one way or the other 

focused on SMEs. While some government had formulated policies aimed at facilitating and 

empowering the growth, development and performance of the SMEs, others have focused on assisting 

the SMEs to grow through soft loans and other fiscal incentives. SME‟s are at the heart of output and 

productivity growth, exports job creation, at personal level, are associated with personal autonomy 

and success. 

International agencies and organizations (World Bank, United Nations Industrial Development 

Organizations (UNIDO), International Finance Corporation (IFC), United Kingdom Department for 

International Development (DPID), European Investment Bank (EIB, etc) are not only keenly 

interested in making SMEs robust and vibrant in developing countries but have also heavily invested 

in them. Locally, the several non-governmental organizations such as Fate Foundation, Support and 

Training Entrepreneurship Programme (STEP), The Nigerian Investment Promotion Commission 

(NIPC), The Association of Nigeria Investment Promotion Commission (NIPC), the Association of 

Nigerian Development Financial Institutions (ANDFI) as well as individual Development Finance 

Institutions (DFIs)  have been promoting the growth of SMEs through advocacy and capacity building 

initiatives, and have continued to canvass for better support structures of operations in the SMEs sub-

sector. 

All the massive attention and support given to SMEs relate to the widely acclaimed fact that SMEs are 

job and wealth creators. In justifying the introduction of Small and Medium Industries Equity 

Investment Scheme (SMISEIS), the then governor of Central Bank of Nigeria, Chief Joseph Sanusi 

said “with concerted effort and renewed commitment from all stakeholders, this scheme will surely 

succeed and realize its intended objective of revamping the SMEs as engines of growth in the 

economy and a veritable tool for developing of indigenous technology, rapid industrialization, 

generation of employment for our teeming youths and the pivot for sustainable economic 

development in Nigeria” Small and Medium Enterprises (SMEs) occupy a place of pride in virtually 

every country or state, Because of their significant roles in the development and growth of various 

economies. SMEs have aptly been referred to as “the engine of growth” and “catalyst for socio-

economic transformation of any country. 

Statement of problems; 

This sector of the economy is faced with diversity of problems in Nigeria and Kano state in particular 

due to numerous domestic and global economic hardship and policy inconsistencies. The result is 

higher than expectation. In recent times the world economy has developed tremendously and this 
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development can be attributed to activities of Small and Medium Scale Enterprises (SMEs), especially 

in developing countries of the world (Ariyo, 2005). Basil (2001) reports that the roles played by small 

and medium scale enterprises in communal and economic development cannot be overestimated. He 

further documents that SMEs sector is the highest employer of labour and it contributes immensely to 

the GDP of any meaningful economy. Ariyo (2005) opines that SMEs is a vehicle used for 

accomplishing sustainable growth. To examine this important role SMEs must marshal out strategies 

that will enable them overcome a number of challenges that confront them on daily basis. Some of 

these challenges include, inability to build competitive advantage through producing quality products 

and services, low entrepreneurial interventions, intermittent power supply, indiscriminate tax levies, 

low accessibility to loans from financial institutions and inability to keep proper financial records, low 

level of entrepreneurial skills, poor management practices, low access to money and capital markets, 

low equity participation from the promoters because of insufficient personal savings due to their level 

of poverty and low return on investment,  poor infrastructural facilities, high rate of enterprise 

mortality, shortages of skilled manpower, multiplicity of regulatory agencies and overbearing 

operating environment, societal and attitudinal problems, restricted market access, lack of skills in 

international trade, bureaucracy, lack of access to information given that it is costly, time consuming 

and complicated at times, insecurity of people and property, unfavourable monetary policies, lack of 

preservation, processing and storage technology and facilities, lack of entrepreneurial spirit, poor 

capital structuring as well as poor management of financial, human and other resources. The problems 

and challenges that SMEs contend with are enormous no doubt but it is curious to know that some 

SMEs are able to overcome them. This gives hope and should provide a basis for optimism that there 

is a way out. There must be some survival strategies, which are not known to many SME promoters. 

Research objective 

1. To examine the contribution of small and medium scale enterprises (SMEs) in Kano state. 

2. To determine the factors that facilitate the smooth operations of Small and medium scale 

enterprises (SMEs) in Kano state. 

3. To identify the challenges facing Small and medium scale enterprises (SMEs) in Kano 

state. 

4. To find out strategies in making small and medium scale enterprises (SMEs) sustainable in 

Kano state. 

Literature Review 

Conceptual Review 

Small and medium scale enterprises can be seen as the lifeblood of any country, without 

which that country cannot survive. Therefore, small and medium scale enterprises should be 

the starting point of any country in its step towards industrialization. Small and medium scale 

enterprises provide employment for the populace. And also stimulate indigenous 

entrepreneurship, facilitate effective mobilization of local resources which include capital, 

skill and reduced regional discrimination. Ojiako (1987:40) stated that small and medium 

scale enterprises provide logical starting point for big businesses. They do not serve as the 

springboard and training ground for letter, they are vital part of the economic and social life 

of the community. According to Okafor (1988:16), small and medium enterprises tend to 

generate more employment per capital invested on the target establishment. Consequently, 

small and medium enterprises development strategy provides a viable option for tackling the 

perennial problems of unemployment in Nigeria. 
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Since 1970s, therefore, developing countries have been compelled in the face of these 

problems, to look for alternative approaches to development. One of these approaches has 

been on the redirection of efforts and encouragement of Small and Medium Scale Enterprises 

(SMEs).The definition of Small and medium Scale enterprises varies overtime from agencies 

or developed institution to another depending on their policy focus on. Small and Medium 

Enterprises (SMEs) as defined by the National Council of Industries refer to business 

enterprises whose total costs including land is not more than two hundred million naira 

(N200,000,000.00) only. The Europeans Union (EU) 1995, define SMEs as any enterprises 

employing less than 250 employees, and went further to break down the SMEs in to micro 

(less than 10 employees, small (from 10-49 employees) and medium( between 50-249 

employees). CBN (2005) through its guide lines on SMEs Investment scheme (SMEIS) view 

SMEs as any enterprises with maximum asset base of 200 million naira (excluding land and 

working capital) with less than of higher limit of staff. On the other hand, Garikai (2011) 

view SMEs by number of workers employed by owner, capital employed and also by value of 

their asset. Agu (2001) defined SMEs as a business which is owned, led by one or a few 

persons, with direct owner (s) influence in decision making, and having a relatively small 

share of the market and relatively low capital requirement. The Nigeria Bank for Commerce 

and Industry (as cited in Jimah, 2011) defined a small scale enterprise as one whose capital 

does not exceed #750,000. The above definition plays emphasis on the capital requirement in 

the formation of the business. 

Features of SMEs 

One of the commonest characteristics of SMEs is that they are either sole proprietorship's or 

partnerships. Even when they register as Limited Liability Companies, this is merely on 

paper, as their true ownership structure is one-man or partnership. Most SMEs have labour-

intensive production processes, centralized management and have limited access to long-term 

capital; even their access to short-term financing is limited and sometime attained at a penal 

rate of interest and other conditionality (Oyedijo, 2014).Since partnership spirit in Nigeria is 

at its infancy, partners in many SMEs pursue individualistic goals at the expense of the 

overall interest of the SMEs. Consequently, mortality rate among SMEs is high as a result of 

mistrust that often develops among the owners. Beside poor partnership spirit, regulatory 

environment – policy instability and reversals, inadequate infrastructure, etc, - often 

contribute to their mortality rate (Oladele, 2013).Another major feature of many SMEs is 

their over-dependence on imported raw materials and spare parts. In fact, no industrial sub-

unit under SMEs category is immune to this structural weakness, Added to this, SMEs in 

Nigeria suffer from very poor inter and Sectoral linkages, and as a result lose benefits 

synonymous with economies of large-scale production (Oyedijo, 2012). 

Performance of SMEs 

Earlier studies have shown that several factors affect performance in SMEs. The major factor 

has been shown as lack of capital and financial resources. However, Dia (1996) found that 

additional capital and finance can be overcome through innovation and creativity. Kamunge, 

Njeru and Tirimba (2014) also found out that access to commercial credit did not contribute 

to entrepreneurial success in any significant way. Some researchers argue that small 

businesses are undercapitalized. Business owners in Africa tend to depend upon their own 

family savings and access to capital remains a challenge. Most of them cannot meet the 

requirements for commercial loans, and those who do find such loans expensive. 

Administrative problems have been cited as a major cause of business failure. 
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 Kamunge, et al. (2014) found that poor recordkeeping and lack of basic business 

management experience and skills were major contributors. Other factors identified are 

inexperience in the field of business particularly lack of technical knowledge, lack of 

managerial skills, inadequate planning and failure to do market research (Pietro & Sekioua; 

2012). Mugo (2012), exploring performance of SMEs concludes that access to business 

information services affected the performance of business to a great extent and that access to 

finance affected performance of SMEs because it limited the entrepreneurs' ability to take 

advantage of opportunity as and when they arose. The study concluded that technology 

affected businesses to a very great extent by facilitating communication with both the 

supplier and customers, by easing the transportation of goods and by easing the marketing of 

the products. 

The Contribution of Small and Medium Enterprises in Economic Development 

In recent time the contribution of SMEs in economic development and employment creation 

has became topic of discussions among government parastatals, policy makers, 

academicians/researchers/ scholars and economists in Nigeria and Kano state in particular. 

The contributions of SMEs in developing countries including Nigeria and Kano state have 

been established. Such industries contribute immensely to economic development of a 

country in the following areas:  

Improved standard of living: 

Standard of living is the level of quality life people live in a particular society or country 

enjoying their living, which is not only affected by their level of income but the quality and 

quantity of goods and services made available to them. Small and medium scale businesses 

enterprises, whether in manufacturing industry or services industry such as retailing, 

entertainment etc contribute a great deal to the uplift in the standard of living of the people 

residing in the society where they are found. 

Capacity Building  

SMEs provide avenue for training of indigenous entrepreneurs, which drives the wealth 

creation process at all levels. It has even been established that SMEs is a nursery of 

entrepreneurship where individual creativity and innovation are the driving force. Therefore, 

they may be as the university where vast majority of entrepreneurs receive training.  

Employment Generation  

SMEs have the capacity to generate employment as their mode of operations is more labour 

intensive. Their labour intensive nature is much higher than that of large enterprises. It has 

also been observed that more jobs per unit of investment capital and per unit energy 

consumed are created worldwide by SMEs than large scale enterprises (Venkatarman, 1984). 

They have therefore helped in solving the problem of unemployment in many countries. 

SMEs are important drivers of innovation and competition. The SME sector has remained 

very innovative and adaptable in order to survive the recent economic downturn and 

recession.  

Promoting Growth  

In like manner, SMEs by its nature are such that they are involved in primary and secondary 

economic activities that depend heavily on locally sourced materials. As such they achieve 
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high value added operations which is a key role in the growth and development of any 

economy.  

Industrial Dispersal  

SMEs could easily be located in rural areas because they can survive on rudimentary 

industrial infrastructure consequently they serve as major facilitators for industrial dispersal 

and rural development and thus have the capacity to stem rural-urban conjuration.  

Backward and Forward Linkages  

Most SMEs output serves as intermediate or semi-processed goods of large scale firms. By 

this, they generate mutual industrial linkages between local producers of raw materials and 

large industrial concerns.  

Technological/Industrial Development  

SMEs have short-term gestation period and high potentials for quick yield on investment. 

They provide promising alternatives for countries that desire the fast option of industrial 

development. This is possible in most cases because the technology in use is less complex 

and can be handled and manipulated by the entrepreneurs.  

Technological Acquisition  

Small-scale industries provide opportunities for the development of local skills and 

technology acquisition through adaptation. The “Aba made good syndrome” a concept 

adopted by the part of Nigeria is a clear manifestation of such technological acquisition and 

this gives impetus to rapid development in the economy (Odubanjo, 2000).  

Poverty Alleviation  

SMEs play a vital role in reducing poverty and inequality among citizenry. This is not 

unconnected to the affordable and relatively low capital requirement for its establishment. It 

also engages both skilled and unskilled workforce thereby creating a means of livelihood. 

This is an important role in any economic development process.  

PROBLEMS OF SMES DEVELOPMENT IN NIGERIA  

Low Entrepreneurial Skills  

The success of SMEs is usually in jeopardy as most entrepreneurs lack the required 

entrepreneurial skills and management expertise to survive. They lack good exposure to 

management theories/training/practices. Worst still, they do not keep abreast with modern 

day techniques.  

1   Poor Policy Implementation  

The federal government has formulated good policies in the past but implementation and 

control has always been the problem. As such SMEs hardly thrive in Nigeria. 

2      Insecurity 

The high level of insecurity in the Nigeria ranging from kidnapping to the „Boko Haram‟ 

insurgency, robbery, ethnic clashes, political violence and religious crisis remains a major 

problem confronting the establishment and growth of SMEs in the country. Most SMEs 
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owner shave shut up their businesses while would-be entrepreneurs are apprehensive to 

invest. Most persons have acquired the necessary entrepreneurial skills/technical knowhow 

and have the required funds, but the insecurity in the country has made them indecisive 

because no one will be willing „to fish in troubled waters‟. Inadequate, inefficient, and at 

times, non-functional infrastructural facilities, which tend to escalate costs of operation as 

SMEs are forced to resort to private provisioning of utilities such as road, water, electric, 

transportation, communication, etc. 

3. Bureaucratic bottlenecks and inefficiency in the administration of incentives and 

support facilities provided by the government.  

4. Lack of easy access to funding / credits, which can be traceable to the reluctance of 

banks to extend credit to them owing, among others, to poor and inadequate collateral, 

high cost of administration and management of small loans as well as high interest 

rates. 

5. Discrimination from banks, which are averse to the risk of lending to SMEs 

especially start-ups.  

6 Lack of access to appropriate technology as well as near absence of research and 

development. 

7 High dependence on imported raw materials with the attendant high foreign exchange 

cost and scarcity at times. 

8 Weak demand for products, arising from low and dwindling consumer purchasing 

power aggravated by lack of patronage of locally produced goods by the general 

public as well as those in authority. 

9. Unfair trade practices characterized by the dumping and importation of substandard 

goods by unscrupulous businessmen. This situation is currently being aggravated by 

the effect of globalization and trade liberalization, which make it difficult for SMEs to 

compete even in local / home markets. 

10 Weakness in organization, marketing, information usage, processing and retrieval, 

personnel management, accounting records and processing, etc arising from the dearth 

of such skills in most SMEs due to inadequate educational and technical background 

on the part of the SME promoters and their staff. 

11. High incidence of multiplicity of regulatory agencies, taxes and levies that result in 

high cost of doing business and discourage entrepreneurs. This is due to the absence 

of a harmonized and gazette tax regime, which would enable manufacturers to build 

in recognized and approved levies and taxes payable.  

12. Absence of long-term finance to fund capital assets and equipment under project 

finance for SMEs. 

13. The lack of scientific and technological knowledge and know-how, i.e the prevalence 

of poor intellectual capital resources, which manifest as: 

14. Lack of initiative and administrative framework or linkage to support and sustain 

SMEs‟ development, which to a large extent, is also a reflection of poor technological 

capability or intellectual resource.  
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15. Lack of appropriate and adequate managerial and entrepreneurial skills with the 

attendant lack of strategic plan, business plan, succession plan, adequate 

organizational set-up transparent operational system, etc on the part of many founders 

and managers of SMEs in Nigeria. As fallout of this, many of the SME promoters 

purchase obsolete and inefficient equipment thereby setting the stage of initiation for 

lower level productivity as well as substandard product quality with dire 

repercussions on product output and market penetration and acceptance.  

Contribution of Small and Medium Scale enterprises (SMEs) on economic development 

of Kano  

Economic development has been defined as the reduction or eradication of poverty, 

inequality and unemployment within the context of developing economy (Adenikinju, Enofe; 

2006:31), it encompasses the ability of an economy to maintain a steady growth in productive 

performance and at the same time to sustain an economic capacity regularly and produce 

outcomes consistent with long term structural change. According to Guillermo, Omar, et al: 

(2006),  “the Economic Sustainability Index assess a country‟s medium to long-term potential 

to produce and maintain good economic performance, as measured by its sustained growth, 

human capital development, structural diversification., transactions costs, external 

dependency, and macroeconomic stability”. To this extent, it is correct to say that economic 

development has to do with the amount of benefits, in terms of welfare and infrastructure the 

people of a country are able to derive from the performance of that economy. 

Notwithstanding, it has been evidenced by many writings that SMEs contribute immensely to 

the development of the world‟s largest economies and also play very important roles towards 

fostering accelerated economic growth, development and stability within the biggest 

economies of the world. SMEs make-up the largest proportion of businesses all over the 

world and play remarkable roles in employment generation, provision of goods and services, 

creating better standard of living, as well as immensely contributing to the gross domestic 

product (GDP) of many countries. The contribution of SMEs can be seen in the following 

areas: 

1. Provide Local Consumer Products  

 SMEs operate as a middle industry for the big forms. “Local manufacturing firms like 

printing press, Macro bakeries enterprises, bottling plants and processed dairy products, are 

essentially present in every community that provide needed products for local consumption” 

(Adegoke, Arowomole; 2006). Merchandisers (wholesalers and retailers) who are middlemen 

in channel of distribution actually sell products to the final consumers. Therefore, the mass 

production of the big firms in incomplete without these middlemen. Services SMEs provide 

several types of services to government agencies, consumers, others big firms and non-profit 

organizations. 

2. Create Avenue for Development of Skills 

In Nigeria, it has been recognized that entrepreneurs drive small businesses and small 

businesses unleash limitless benefits to society and help to improve the socio-economic 

conditions of society. In order to ensure the sustained supply of skilled entrepreneurs to take 

advantages available to SMEs the CBN in 2006 initiated plans to support the efforts of 

SMEDAN and other agencies by establishing viable entrepreneurship development centers in 

each of the 6 geo-political zones in the country. This was to encourage private 
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entrepreneurship, self employment, job creations, income growth, poverty eradication and 

economic development in each state of the nation. 

1 Small and medium scale enterprises maintain full employment in the state that will put a 

stop to widespread poverty in the society. 

2. SMEs ensure sustainable entrepreneurship that leads to socio-economic growth and 

development of a given society.  

3. Presence of SMEs reduces social class conflict occasioned by socio-economic deprivation 

of the dominant social class in Kano state. 

4. SMEs enhance the provision of greater educational opportunity that will increase the 

supply of skilled personnel needed for improving GDP level. 

3. Employment Generation 

SMEs in Kano state operate under trained technicians and professionals and are the source of 

local and national economic growth. It cares for at least 45% of all private employment and 

about 20% of the nation‟s total output of goods and services (Ariyo and Ihua; Ibid). Because 

most SMEs are labour intensive, it is envisaged that it would help to reduce the current 

ravaging unemployment situation in Nigeria, when it is fully harnessed and given the 

appropriate promotion it deserves. This was the goal of the federal government of Nigeria in 

recent years when it spent much of the revenue generated from oil to encourage the 

establishment of labour intensive small businesses.  

4. Transformation of Indigenous Technology 

All businesses and industrial operations in the world today have transformed from house hold 

artisans to modern industrial setup, which has witnessed phenomenal upgrading in skills, 

machines and equipment and management practices. Historical evidence revealed that most 

of the giant corporations of today started as small businesses. Examples include Guinness of 

Dublin and Philips International of Netherlands, as well as Sony and Honda of Japan 

(Nnanna, 2000). Developing economies like that of Nigeria can learn from such experience to 

create viable enterprises that will adapt imported technologies to local ones so as to grow and 

become big corporations. 

 Additionally, their technology and management style are simple, free of the complexity 

normally found in big corporations; thereby making investment in the SME sub-sector 

affordable to ordinary people in the society. This ability of the common man to invest in the 

sub-sector account for why SMEs are commonly dispersed all over the country and aids the 

spread of small business outlets across Nigeria; thus contributing to economic development 

of the nation. There are suggestions of greater employment opportunities for poor, low skilled 

workers, increased skills development, and broader social impacts, such as access to 

healthcare and improved housing through investment in the sub-sector. Such investment 

could also generate revenue for the government in form of taxation, which in turn can be used 

to develop infrastructures in the society.  

The Role of Government on Poverty Reduction in Nigeria 

Poverty reduction improves the quality of life of the people and provides them with the 

means to acquire and maintain their basic needs. Onuoha (2000) noted that poverty is an age-
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long phenomenon and efforts to eradicate it in the world have been same since the pre-

Marxist era. The government therefore, as the custodian of the people‟s wealth and natural 

resources own it a duty to pursue such policies and programmes that cater for the wellbeing 

good livelihood of the citizenry. In Nigeria since independence in the 1960s, poverty 

eradication efforts centered on education, which was seen as the key to economic, 

technological and intellectual development of the nation. “Show the light, and the people will 

find the way”; was an often quoted tune by Nigeria‟s first President, the late Dr. Nnamdi 

Azikiwe. Thus, education programmes were implemented alongside agricultural extension 

services, which encouraged increased food production till the present day. This generally 

indicates that the poverty alleviation measures implemented so far in the country have 

focused more on three (3) approaches namely; growth, basic needs and rural development. It 

is pertinent to state here that there is need to intensify efforts at these three approaches so as 

to tread a more programmatic approach to poverty reduction in Nigeria. 

Theoretical base of the study 

Gupta, Guha and Krishnaswami (2013:2) opine that enterprise growth can be identified in the 

following four theoretical perspectives which include the resource-based perspective, the 

motivation perspective, the strategic adaptation perspective and the configuration perspective. 

This evidence shows that the resource–based perspective focuses on the enterprises‟ 

resources like expansion of business activities, financial resources and educated staff. This 

means that, to determine successive phases of growth and development, resources need to be 

reconfigured during the transitions between stages. Uzzi (1997) and Gulati et al. (2000) in 

Baumane-Vitolina and Mg. oec (2013:175) suggest that the resource–based view is often 

related to social capital and innovation theories since the analysis of social networks has 

become one of the most important estimation tools in the last decades for enterprise growth 

and competitive strength as well as innovation. Resource–based view is one of the various 

conceptions for strategic management which makes an attempt to clarify the background of 

an enterprise‟s existence as well as its various occurrences in the broader outline of the theory 

of the firm. Therefore, the study is anchored on the resource based theory because it is best 

that fits this type of research. 

Empirical studies 

Kayode and Alfred (2014) Investigate the determinant of capacity of SMEs in employment 

creation in Lagos state, Nigeria using population of registered Small and Medium scale 

business in Lagos state, and sample of 260 SMEs, the result discovered that source of capital 

among other factors is significant in determining both income generation and employment 

generation potential of the SMEs in Lagos. 

Kemi O.O. (2014) in his paper “the role of Small and medium enterprises in economic 

development: the Nigerian experience undertook to promote SMEs in Nigeria, since the early 

1980s. He discussed the concept, issues, definition, structure and the role of SMEs by 

idealizing its operational working under a market economy. Furthermore, both success and 

failure of the SMEs were highlighted. The study concluded by suggesting that government at 

all levels should put more effort in the promotion of foreign direct investment (FDI). Policies 

that promote and sustain the existence of SMEs should be formulated and implemented for 

economic sustenance and self reliance. 

Ngui Thomas Kataua (2014) examined the role of SMEs in employment creation and 

economic growth in selected countries. However, his investigation seeks to explore the 

definition of SMEs across selected countries. It further explores the role of SMEs in 

economic development and employment creation in selected countries. Ngui discovered 
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different countries have challenges facing SMEs existence in their countries. He later offers 

some solutions to the challenges and makes recommendation. 

In a similar study, Bello, Robert and Iliyasu, (2015) assessed the effect of entrepreneurial 

skills management and funding on small and medium enterprises in Northern Nigeria. 300 

SMEs were drawn from three states (Kaduna, Bauchi, and Niger) from the manufacturing 

sector of Northern Nigeria. The result of the study indicated that funding has significant 

influence on the performances of SMEs in northern Nigeria and accounts for 42.8% of the 

variations in the performances of SMEs. This result is in agreement with the works of 

Evbuomwan, Ikpi, Okoruwa, & Akinyosoye (2013) and Onakoya, Onakoya, Jimi-Salami, & 

Odedairo, (2013). 

Methodology 

The paper is purely Conceptual in nature as it relies on the writings of published articles and 

text for secondary data. It applied a qualitative research design following the tradition of 

(Geroge et al., 2012). 

Conclusion and Recommendations 
It is obvious that a dynamic SME sub-sector is needed for Nigeria to attain industrialization 

and sustainable economic development and for its vision 20-20 to2025 to be achieved. This 

sub-sector is, therefore, vital and imperative for the actualization of Nigeria‟s vision. The 

study shows that various programmes have been put in place by the Federal/ State and local 

Government to promote and enhance SMEs sector in the country. Similarly, financial 

institutions, non-financial institution and NGOs and International donors have made 

considerable efforts to palliate the financial challenges confronting SMEs development yet, 

not much have been achieved in an attempt to position the sub-sector in the mainstream of 

economic development like their counterparts in Latin America, Asia and some other parts of 

the world. The study also reveals that some agencies such as SMEISIS, SMEDAN, FAO, 

DIPD, IFC, EIB, NIPC, UNIDO, STEP and Commercial banks provide finances to SMEs, 

but still there is a decline in the record over the years. This shows that drastic measures need 

to be taken, to adjust the future of the small and medium scale firms in Nigeria. On the other 

hand, the small businesses are able to source and obtain micro finance mostly from the 

informal sector like cooperative societies, “Esusu” and “Adashe”. 

The study therefore recommends the following: Government should see it as a task to 

increase the supply of credit facilities to the SME sector in order to provide funding for its 

economic expansion. Government support can be provided in the following forms: (i) 

promoting the granting of credit to SMEs through targeted guarantee schemes; and (ii) 

supporting commercial banks in a general sense (through tax incentives, legislation, 

subsidies, liquidity guarantees, etc.) and (iii) strategic partnership with financial institutions. 

Commercial banks should make more funds available to SMEs. 

Therefore, non banks financial institutions including insurance, Finance Companies, Bureau 

de Change, pensions, mutual fund, etc. should be encouraged and supported as a combination 

of both the commercial banks and the NBFIs will go a long way in aiding the development of 

the SMEs sector. They also need training in business skills and access to marketing 

information so that they can expand to take advantage of both domestic and international 

markets and thereby create decent jobs. Capacity building and sensitization programmes for 

SMEs should be put in place by government to empower them with ideas and information 

needed to grow the enterprises to the highest level possible for the benefit of the Nigerian 

economy as a whole.  
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