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.·PREFAcE

Development is .a.nobre:objectiveof"e~erY country of the world
· desirability is taken for granted: It is a-multi-dimensional process

.. itivechanges in society that affects positively people's lives. It
. es, but is not limited to, lmprovenientsIn the material well being
people. it comes' ~itli'hotable changes in the entire economic

. ial systems, Including .:popular attitudes; indeed the entire value
. s on which aHinteraetioi1s·Withii1 the society are based.
· For a multi-dimensional, change process in a system to
nt to development, 'if must-be 'heralded by improvements 'in
·esand outputs. It.must impact.positively on the generality of
. pie, promote.their dignity, a general feeling of self-respect, of

.. 'ty. and safety andageneralsense of belonging. It must come
good gcvernance.::: ... .

.•.• Therefore; Issues .often. important to development must
': cessity include. ,hQW 'to' ·6ririg about economic progress and
inable eccnowic:;ptosperity;how,to promote political freedom

..uding equal-access to P'Qw,e~·:andthe decision-making process,
.. otion of democratic vi$iesi fsu.stenan·ce of sovereignty of the
.. le, good governance •.;~etc:)~_'.ai'id"social progress (including
. bleacce~s: to .' eq~~rioi1~l:,.~·:·oj;sporti!nities; good health,
.~. Furthermotel·')J:jilPf\}~.~;~issties' 6f security and safety and
"cticn -for the'~w.~W~a~(Ftheminoiittes including security from
)ionmental degr~a:~~cri~;'~c9ilcmiG',secl,lrity and law and order.
:,. It is in the, ¢oiite~td{th~:c~e.velOpment .issues outlined above
'the contributions (;QPtain~:in:th~ book can be appreciated. The

... starts with;concepiua1jssue~.)p:Chapters 1,2; 3, ~, 5 and 6 and
es to discuss issues.,r-el~tedJ(tili~ mechanisms' for bringing about
Jopment. Tfi~se)~~~e~:,th~, \lisc.us~iQtl, of factors that could
er or at leasi not Ptomote.:qevd&pm'eni e.g. capital (chapters 7, 8,
o and 11, aniol.lg,:~tllers~r·secucitYand"safety (chapters 12, 13, 14
J5) and good g(}verPano'e·{dlapt~r·l6). .

The' currentbook, 'Issuesin Development', is therefore an
.0rtant addition to-the literature on development economics.
"fessor A. Jinioh' - " ',;: ~'' ,
1iesscr of'Bconomies .. ': ',.,',
n, Faculty of'Business. and Social Sciences
iversity of Ilorin, Ilorin, Nigeria
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S.B. Isiaka, A. Salman

CHAPTER 8
CHALLENGES QFSMALLAND MEDIUM

ENTERPRISES: A CASE STUDY OF LAGOS STATEIN
NIGERIA

Abstract
Small and Medium ~cale Enterprises (SMEs) contribute to ecohomic
development in various ways by creating employment for rural and,
urban growing labour force and by providing desirablesustainabtluy .
and innovation in the economy as a. whole .. In spite of an array of.
measures put in place to facilitate its growth, numerous problems.
have continued to hinder the optimal performance of the SMEs in
developing countries. This study therefore examined some challenges
ofSMEs in Lagos State in Nigeria. The respondents were entrepreneur,
selected from some notable principal business locations in the study:
area (Lagos State) through stratified sampling technique. Simple
percentage method was adopted in analyzing the data obtained The
findings indicate that contribution ignorance, inability to adequate,
capital, lack of requisite know/edge, fear of loss of control are some
of challenges of SMEs in the study areas. introduction of loanfacili .
and making technology available and affordable; tax rebatefor SM&;
that put effort on local sourcing of raw materials,' and provision "
effective marketing and distribution channels for SMEs products a .
s01r!eof the policy considerations to uplift the sector.
Keywords: SrviEs, Employment, Development, Rural, Urban, Nige :',

.•..~..
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Challengescf Small and Medium Enterprises: 153

. Introduction

'l .One of the significant ..characteristics of a flourishing
i' and growing economy is a booming and blooming small, and
:r medium enterprise (SME) sector. SMEs play an important role
. in the .development of a country. SMEs contribute to·.economic
.' developmentin various ways by creating employment for rural.and
urban .growing Iabour force, providing desirable sustainabilityand
- innovation in the .economy as. a whole. In addition to that, a large

1 number of people ..rely on SMEs directly or indirectly. .
~ In: .a developing country like Nigeria, thee-role. and:
Jimp0rtance,ofsll,lall-scale industries are very significant towards
:1 poverty eradication, employmentgeneration.crural .development
:~land creating regionalbalance in promotion-and ,growth~~f y~ious
:':1 development.activities, Fred (2003) said that Small and MecJ,i~m·
"J Enterprises (SMEs) not only .contribute significantly to improved.
::[Hvingstendards, hut also. bring about substantial local. capital
':I f9r:matiori .and achieve high levels.ofproductivity andcapability,
:::! From a .plan~~ng.,stand 'point; SMEs. .are increasingly.recognised
'; I as-the-princlpal means for achieving equitable .and .sustainable
:.'1 industrial diversification and dispersal; and .in most: countries
.~:!SMEs account for well over half of the total share of employment,
/ ;sales and value added. Fred further explained that a m~jor gap in
I~igeria's industrial development process in the pastyear~ has been

.. j theabsence ofa strong and virile 5MB sub-sector, The little progress
• \r~corded from-thecourageous efforts 'Of the-first .generation of
-:..:indigenous industrialists was .almostcompletely w,iP((cLout.bYJhe
. [massive dislocations and traumatic devaluation whichtookplace
lunder the Structural Adjustment Programme:(SAP). A.ccord!t;1gto
[Abiodun (2011). the performance and effectiveness ,0{SM.Es as
ia]ljnstrument ...of.economic growth and development '~n Nigeria
~~~. long been ;:under scrutiny -:This' intense :~crutiny :~has··.-:p~tm
jagilinstJhe ..backdrop of the lowperformance and inefficiency that
characterized SME~particularly in assessing its role on -'ecoI19mic
growth and development..

'. '1, ..

-:» ~' .. '
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154 Issues in Development .

Therefore, this study examined some challenges of SMEs
as device in the economic development in Lagos State, Nigeria.
Meaning of Small Scale Business

A business is a concern, an enterprise, or organization set lip
by an individual or group of individuals for the purpose of making
profits from operations of concern. The definition of small business
differs from country to country and from industry to industry.
Each country tends to derive its own definition based on the role
small businesses' are expected to perform in the development of
the country. Definitions change over a period of time with respect
to price levels, levels of technology, and other considerations"
Small businesses are synonymous with SMEs. Ayaggari.iBeck.
and Demirguc-kunt (2003) and Beckley (198'8) contend that the,
"definition of small and medium scale enterprises varies according
to context, author and countries". In countries such asUSA,Brita'fni .

and' Canada, small scale business is defined in terms ofannuIi'1~'
turnover and the numberof'paid employees. Ekpeyong andN-yang .
(1992} explains that in Britain for example, small scale busiries~';
is conceived as that industry with an annual turnover of2 million' .
pounds or less,with fewer than 200 paid employees.

According to Salami (2003), definitions also change 6ve
timevowing to changes in price levels advances in technologyd
other considerations. Even in the same country, different ihstifutiofi'
may adopt difference definitions, depending on their 'pol!e.
focus. The criteria that have been used in the deflnftions'inclu
capital investment (fixed assets), annual turnover, gross outp
and employment. Prior to l'992,different institutions in Nige
adopted varying defihitions of'small enterprises. The instftuttd
included the Central Bank of'Nigeria, Nigerian Bank of'Commer
and Industry, Centre for'Industi'ial Research and developmenti
the 'national economic Reconstruction Fund. In 1992, the Nati
Council on Industry (NCI) streamlined the definition of indus
enterprises to bringin uniformity and provided for its review ev
. four years. The definitions were revised in 1?96 as follows: .

.... .

;/'



Challenges a/Small and Medium Enterprises,' 155

(i) Cottage ind ustry - enterprise with total cost(including working
capital but excluding cost ofland) not more than 1million, with a
labour size of not more than 10 workers; .
(ii) Small-scale industry - enterprise withtotal cost (inclusive
working but excluding cost of land) above I million but not
exceeding 40 million, with a labour size of between II and 35
workers; and
(iii) Medium-scale industry - enterprise with total cost (inclusive
working capital but excluding cost of land) above 040 million but
not exceeding 150 million, with a labour size of between 36 and
40 workers; and
(iv) Large-scale industry - enterprise with total' cost (inclusive
working capital but excluding cost of land) above 150 million and
a labour size of over 100 workers.

. .
Generally, a small business is an'..-enterprise vor, 'an'

organization that is privately owned and operated .Wi$ asmall
number of employees and has relatively low volume.of sales. In
Nigeria, small businesses are commonly found in small shops,
hairdressers, trade men, photographers, etc. Theowner of the
business is referred to as an entrepreneur. S/he'provide.s the
capital required for the running of the business. S/he is the chief
coordinator, controller and organizer of the, business.· ..

The Importance of SMEs in Economic Development
The contributions of the SMEs in promoting industrialand

economic development are well documented. ·As Salami (2003)
pointed out, specifically SMEscan help in the.achlevement of the
following economic development objectives:
Employment Generation
Globally, employment generation is one of 'the -mosr important
reasons for promoting the development of SMEs; This, more so
in the developing countries, in which a large proportion of the
labour force is in SMEs. In Nigeria, the SME sub-sector has been

L -.--



156 Issues in Develbpmen;

expanding, especially since the inid-1980s, following; the prolonged'
recesslon in theecortOrhy, which forced many. large enterprrs~s to
lay off large proportions of their workforce, The sector accounts
for about 70'pet cent of industrial employment (Wori'd Bank 1-995);
Also.ithe agricultural sector, which largely consists of'SMBsj.
em ploys over 60 percent of the nation 'swork force.
Utilization 0/ Local Resources

SMIs ate known for their creativity in the utillzarionot' localraw '
,materials that do not require high level technology to process. In'
NIgeria forlnstarrce, SMEs are concentrated in such etit~tptises
as food processing, textiles,' wood works, leather prodticts~soap;
and the detetgent'silb-sectorthat require simple technology;; and! '
taw rriaterials are-In 'abundance-Small enterprises 'also recycle'
discarded by-products of large firms as printary inputsin their own .
production' processes I

OiiljJtUEX'jHtn$ion

Itl'many middle-income economies, SMEs- contribute sUbstatlti~ily:,
to the national output. in India forexample, .thesmallscale.industry
sub-sector alone, excludingmedium enterprise, accounted for 40
per-centof'total industrial output and 35 per cent of total exports in
I99~r.The sub-sector produces over 75,0~O products (India, 2'000);',
In Nigeria, however, the output of the sector is low. Although
the SME sector as a whole account for about 70 per cent of total
industrial ernployment.Its contribution.to the'manufacturing-eutpat
is-estimated at only 10-,.15perpent, indicating verylow large ones', '
in meeting new consumer requirements that utilise local resources ..
Transformation ,ofIndigim'(JUS Technology
.:All economies have tr'imsited'froJ1'l-hbUsehold artisan-lndustries'
over time to the modern industrial set-up) .which .has witnessed;
phenomenal upgrading in .skills, machinery and equipment, 8J1d;.. '
managementpractices, Historicale,vidence indicates that mostof.
today's giant corporations beganasvery smallfirms: .These Include-
Guinness of Dublin, and -Philips international of the Netherlands;

.h.' .

.:".:...~J~~~...~..:.~:~.
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Challenges.cf Small and Medium Enterprises: 157

as well as Sony and Honda of-Japan. Developing. countries can
·learn from the experience of these giants and create a conducive
environment that will enable SMEs to adapt imported technologies,
·modernize their process and grow to become large corporations.
Production-of Intermediate Goods
SMls produce intermediate and final consumption goods needed by
· larger enterprises and the economy as a whole. These' include raw
materials, machinery and equipment, spare parts and household
'goods. The deliveries to the large corporations is·done.through
sub-contracting, which enables smaller -enterprises to. .supply
their needs; instead of competing with themin the ;production· of
final consumer goods, in which smell. enterprises vare .relatively
disadvantaged. The inter-dependence of '.the sector.prceidesthe
backward and forward linkages, which an economy needs .for
self-dependence and sustenance. In the advanced economies; this
symbiotic relationship is so developed that the. sectors extensively
depend on each .other for survival.
Promotion of Even Development and Reducti(Jno/ Income
Disparities
The promotion of SME development aids -the+dispersal and
'diversification of economic activities and· ·indu~es. even
development in a country or region. This is because-Slvfls need
· relatively small seed -capital to start operations and. their raw
·materials are! widely dispersed- in most ,.countries. In.eddition,
.their pro~.essin.gtechno'logies and management styJes are.ls·impl,e,
.making investment in the.sectoraffordable to the ordinarypeople
'~nthe society. . ..
In crease In Revenue-Base cf Government' .'.'/,. ,
·Through various forms of taxes, including persotikrarta_corrip~iiy
income taxes; SMIs contribute toincreasinggovemrnent'revenues .

-:
Features of SMEs
Table 8.1 shows how tocategorise the enterprises;

.::/·:s:¥.~
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Inadequate Infrastructural Base
Inadequate provision of essential services; such: :

telecommunications, access roads, electricity and water .sll-R;
constitute one of the greatest constraints to SME developmef
Most SMEs resort to the private provisioning oftheseathugeee .
A'World Bank Study (1989) according to Job (20'03) estiinatetf'
such costaccounted for 15 - 20 per cent ofthe cost of't~staHti~
·.a rnanufacturingenterprlse inNigeria. C;onterrtlj'o'i'aryevlaen~:e~
'shown that the relative .burden of the compensatory .piovisC'

• . • I' . , • ..~ 1:•

.jnfrastructural facilities is much. heavier OIl SMEsthan.on·:'~\.
.enterprises. . '\
.Poor Implementation a/Policies

The poor implementation of . policies, .. iri~t\iq'
administration of incentives and measures aimed at ..faciLi~·
SMEs growth and development have .had ·unintended,ei'fec; ....
-the sub-sector, Thishad resulted, fer instance, into confusiona
,uncertilinty Inbuslness decisions and.plannirrg.aswell asw:-~ ..
the confidence by the SMEs on government's capacity to ex
faithfully its programmes .
.Poor Management Practices.and Low Entrepreneurial Skil{(i;~i,

. . t .. ' .' ." .

.Many ,sMEs:,~o not-keep. proper acsounts of tr~risa~ 'i ~.'
This hinders .effective-controland planning. Moreover; la¢,>'
. relevantedueational-background and, thorouglr business :e)G~~..
constraints their 'ability to seize businessopportunities,;th~lrl
lead to growth and expansion .

. Restricted Market Access
Insufficientdemand for the products of theS~s

imposes constrainton·their:growth.Although many SMEs pr,q,
some inputs for Iarge.enterprises, the non-staadardization-of
.•products, the problem of quality assurance as wellas general!!y
purchasing power, arising from .consumers' dwindlingreal in9~,
:effect.jy~ly restrict their markets. This is further compount ..
.the a:bs~rice of knowledge about the existence of fringe. n::iarJso

. :
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'the:SMEs.· .: :." """ '
,Overbearing'Regu(lirdrjfti1iiJ'VjJeratijjl,.(jlQ1nviTdlflit~1iri

J ',. ; The,i'Plethora"of"regtilato~'agenc'ies;- mu'}tiple !:tirld:s/artd '
umbersome importation procedure and high port charges had
ntinued to, exert serious burden on the operatiQ~~~Qft4~,~~~,
;~ny SM~s have, to deal Wi~?a myriad of ~~encjes :at ~r~at cost.
:,~' " "Ogujuiba, Ohu:cl.\eand Ad~nlJ.ga'(4qQ4).als'olf~ctoied,~th.e
<, ,;hlem. to Inappropriate. time or delay .in. budget !irop~emel1taiion
.lactors constraining .investment and.trade decision, .According
,;timi (2003)j Nigerian economy-is dominated by the public sector
,)1 the px:ivate,se,ctorlargely playlngresidual rolesespeelally.i»
utterms. For instance, \MoUe ~MEs employ a 19t1pfla"h9Ur(~,Q

,9,ent~ofnon!ofartll:ll\bour~,;~~, sector only, contributes .•,!~ry,:little'
".v~~ll~GP})(35 percent.of indusjrial output and.acccuntfor ,,0
~~entQ(~n49.Strial,exports),:o,i, '
Y ,,; The foUowing:·challenges are:.'aolso,su-ggest'ed by' !Salanrl
" 3rasoaccoUhted:fot the'failur.e of SMEslin 'Ntgeria,,'Firstly,', '
,l'grt:Orante: '~Many'of-·the" promoters:' df'SMEs ~~fuO'tistrate
~";,I ,.6utHght 'ignoranc-e'ori the"differeI1~ betW'een~lditits!'arid
,equity, , ,..' '. "" ;,. ,; ',"'i,' 0;1.0';; ":'"

',;' ;h:Hlg iiC'tception;alYdiifthe,Sc}i'etritH S(jine;pbt~ntiAI SMI
t',. ',.entrepreneurs see theScheme as yet-another-loan-seheme

and a:'iNationl!r~Cake';to be shared 'and thi's'wasrefleeted
:hl"the initial -proposais 'prepared 'byth'e' entrepreneurs. ," '

'~:ckof RequisiteKDQ~le~'ge:' Ma~r entre.pre,ne~tis l~c~
requisite knowledge of their ,chosen field of engeav<?.ur:an~,

,;"ire mosfunwillingto expand sharehbld{ricrf61- h4aS'O:ns'or
dilutror{o'f ownership anidcontrol. ' ' " , ", ',' ,'"

, ~~r of L~ss of CODtroi:,$ome of-the SMEs sny;aw~YiJrpJn
", equity participation "b-y banks in their busin~ss,es,This
,:"" a~co(jnted fot'their. observea tardy' ~doeitori "q{lli~':~~tire
'''' S~,l{em'e:' ' , ." ".:, ':.,,: ," "',":, ',~"',"

. )' • ; I) ; !.\ ' . ":.~.:'..' . ....

'"
, ,-
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(v) Inability to Package Bankable Proposal: Mostideaspresented
,fO.r,nJ3.ancing,byprQ~9ters" are not.;,ban~~p.Je. '; ':~""~'!\ ~

In-carrying outthe.researchsthe follqwing.methodology.was used.

tAfMe'tffbdb'logyl .
, 'The ;stUd~fwiiScarried out in 'the state of't;agos,Nigeii~><'

Uilgo'si;metropolitart,area' spreads 'overmtrch 'of Lagos-State (3345 L
sqKrnJ1292' sqml), which ·is.located ih four prihci'pal islands-and ~;
'in' adjacent 'parts' ef the Nigerian 'mainland. -Imperrant mairlllu1& if<

suburbs, Incorporated! as 'part of -thecity.lin' ·lj957~;ii1'c'lhdeiEbutJi.."'.
Mett~;'''iibai Suru L~te;Ajegunle, Shoi'ifolu;Agege,'Musltln;:artU
tk~ja~jiA~'Cofdihg·to,ffA'catar'Premittitl' ach'ievei(2009},n Lagt>s:fy .',
a: veljnd~verse~an!d'fast-groWiI1g'p0})u1it'tidri;Iresulthtg' fromi'hea
anctohg9ingmigtatioiHo the- ¢itYfrom' aU'p;atts-~6fNigedaJil's'VI
as from lneighboring countries. In 1992/ Lagos: hatftturesfimat '
, population of abou:~1,l47'tOaO~Thepopulation-of ks metropoli :
.area.was about .1OJ 'inilliolTm;:2003dfhe United,Nations-tpredl1.
, that. the:·jci.ty's},fetropolitan,area..which .had only :al]p~~,*?:9s0
inhabjtantsin )95P, will exceed 2,0~illioOin 201Ofjma~ng Lag,
one of the world's five largest cities.

. However, the r~as(m,for selec,~ing,,~e -~b.-\dyloR!itWn:"
that.r,Lagos "is,Nige~a 's, leading-port, .particularly Jor, .imports
consumer. !,:g09,d~)'" fgodstuffs" .motor vehicles, .machinery
indtisl#~l raw, ,!Da~riitls,,.lts,,~XPOr:ttl:~c1~,!Ptimber.and ~ag~icul
products, ~UCh.~~c~~!lq.and ,gf9t!p'dn~ts~,l1~sd~Elin~d ,si9.c.e
earlyl ~nOs.'Moi;e,¢!ffi.' ha,ff9f Nigeria 's indus~iaj c~pac'i
located ~nLag6s;s, 'ma'fiiiimd suburbs, 'particularly .in the .I

. . . .. ,.:. '. ,. . .. .~; .:'. .,: ' . . .
industria] estate. Awlde ra·ngeo(l?rodu~t~are manufactured-in
city,inciuding machinery, m()tor'~e~ic.les,electroriic equ'i'prp.'
.cnefAfcaJs,'beer,pH)o'esst'dfo.odiild'texiiTe'sf it, J -.\,., ., "l{~!~

'Enterp"ri1es':ih the' si\iavare~">..ver~':~61J¢ct~d:t1tr.,
. ~;~..:~ ';.:: : . ',' .{It; {. ;,.:. :,~itt.. ; I .. ~"'{'.!~.,.. ,.';'.' :,oW

Sfratlne~ sampllrig 'fechnique. The Selected ar~as'.are';·0s, ,.
Boundary (Ajegunle), Ikeja (Computer Village)~' ISale-"

.;:; .....: .

. .,..:,....
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€Idumota;,. Tinu~bu~,and';Balogun).~ Information. was .. soliclted .In
respect' ef.studyingfactcrs-that ;mitigate.·.th~· success OFSMEs in
N i:gerih:BY. m:eans of structured'questionnaires, datawere 'ObtaineGl
;f:r~,m.a -total iof.:685 enterprises through'. the:ran~om·:sa.mp}jng
;lechnlqu:.e.; .: .. ,.,

. Datll'Analysts artd;.Fin'dln:gs,':> \ :: .' ••

The'MaJor ClilifJehges'FliCfng th&\'~'MEs:'in:tHe;Sel~i&~d':*rea; of
the Study are shown in the Tabh~i8';2: " .1:, .; " ,,' .

. :: ;

"'i: .. ; ta1Jl~:'8j':'Ch~Ueriges'Facrh~l~h;~Jsi\1i~' ,I:;rr /'
'_ ,.... • • .• " •• ' • • .1 '/', .' _. • ''\ ''1'",' "~\~ . _ • • '. \0;

~:'.Challenges '. ~m,~11Enterprises, . .' Medium .
; •. "'J ,,'; ;F;"";J,:,E~~irpri~e~, !. ;':.':,.;., '.; ,'; ..,

i:: ~na9.e~~ateAcc~~~.,~64.41~., ,~, .. ··8i-i6%~':··.,.,',
":~~9,Capj~at: " . . . .
'. ,back:ofnialJagel'ial .' ,n ..79% ... :98;16% .
~kHls, .' '.!. . . "

. IgnoranCe; I" ;'" ;'8'&.94%' . .; "!S'2.k6%' ~l~:

'"" . .;.4" 'i" '.' ".- .·;:nl,~}..'1·:2\ojo''''' .v- ..•. , .... ":,;) ,,,.,,.rear 0)' Lossof "'" ~"~( 7( ""1>; .:~·<·7.~~~7,··.%i','·"'··.:,_.
Cortttbl' i,' ' "., ;. .

.: .. .:. ..•..
- ~q~rc~: 11!eid S9rv~y ~012 .,.'

'~ ' .- < ." ," • ',. ." ,',

."
;. .~

.~ .' :: '~

- .:' j , .:'T:hesturly.'(}f'the11l~bveftabl'¢'reveale~.tihaf2i5f:~64C41'Ptite
.', c-ent)rsmalleenterprises ,and498'~(8Z.,rl6pelnc~nt~':o$tl:re':~dium
.. enteIipFises;·Q.f,the;study'5ampietf,ddentifietJ'tfia,t!ina:d-etIuat~la~C'ess
: ' to .-capital, risn81chaUenge!.lfacing:,'tlrejdperatf~ns: ot;SMEs. :ihi;the
. selected areas. mlso; '4112 '(92;:79'per cenn.ofisfnall' erift:~rl.s13s and
~38 '(98,7.6 per cent) '(iitfhem~diuni enterpris~S1in:the;~eleetedlateas
of the study confirmed that lack of manage rial s~iH$Uoft1lt;:!firtrts
~wqe~ co.ntJ."!b~~~the challenges.of.the SMEs. ..,,;", " .' .
.' , .... '.',;The;tesuJrhowevel'j':also r.ev~~lgd \·that(3;·!Hi!€86~;9¢pet"cent~
end ;1'9-8 <f82-.i.6';per,.cen~)rofl toe .sampled« smaIJ>,i!nttrFpriS(!S"';:llnd
medium enterprises respectively shows. that ignorance is another

•
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challenge facing theSMEs in the selected areas of the study. The
result of the study also supports that fear of loss of control of the
business enterprise contribute-to the·challenges facing the SMEs, in
the-areas of the study. Findings in the areas of-the-study as sho,WIl,
in the above that (67.12%) small enterprises and 192 (79.67%' ::'
medium enterprises shows that loss .of control of the business.Jg' '
also a challenge facing the SMEs in the selected ~reas of the stuqy.
Conclusion and Recommendation

The benefits ofSMEs to any economy are easily noticeable.
They include: contribution to the economy in. terms of outp~-::
of goods and services; creation of jobs at. relatively low capi~'
cost, especially in the fast growing service sector; provision ot-
vehicle for reducing income disparities; development of a p "
of skilled and semi-skilled workers as a basis for future industri
expansion; improvement of forward and backwardnnka~
between economically, socially- and geographically dive
sectors of the economy; provision of opportunities for develop
and adapting appropriate technological approaches; offering
excellent breeding ground for entrepreneurial and manage
talent, the critical shortage of which is often a great handic,AQ'
economic development.vamong ·other factors. Nevertheles~;'
aforementioned are hampered by some monumental cnalleh'
faced by the SME's in many developing countries. The
worrying.among these-challenges are funding -and' ignorance 0

entrepreneurs. Most new small business enterprises are not .
attractive prospects for' banks, as they want.to.minimise their,~·
profile. In Nigeria, from the result of this study, thesituati .' "
not very different. Therefore, in order to surmount the miti ,
factors in the operations of SMEs in Nigeria, the -folio
recommendations are-necessary:
Research Findings: making technology available andaffo! .
the system of making available the results of researehinsti .•
in new production .techniques to SMEs· through extension 011. :. .

•
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for popularisation, demonstration and adoption should be 'further
strengthened. This will reduce the cost of production, distribution
and marketing, which will raise competitiveness, allow expansion
and create more jobs.

Fiscal Incentives and Support: Tax rebate for SMEs that. put
effort on local sourcing of raw materials, seriousness in adding
value to commodities for exports and other business ethics, which
the government may wish to foster. Similanly, the government
could increase funding for the development of the sub-sector
through direct budgetary allocations and enhance private sector
investment- opportunities that will focus on specific areas of
capacity enhancement.

Business Expertise: The establishmentofbusiness analyst sector in
the country would have no doubt incontributing to the acquisition
of the necessary skills in the running of the SMEs in a country.
Special Loans Facility for-the SMEs: Provision of loans facility
at affordable interest rate if at all.forthe growth arid development
of the. SME's in the country would highly advantageous to the

. development of the economy of a nation. This is because capital

. plays a vital role in the sustenance of business enterprises.
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