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ABSTRACT

The MDGs represent the commitment of the mtematzonal commumty
to reduce poverty and promote human development across the world.
The goals are measurable targets frame for making a difference in the
lives of people. Nigeria, like any other country of the world, has often
put in place progrmmes and policies that will assist her in achieving
the MDGs. The paper argues that it still remains a large challenge to
achieve the target in the country. It is not even listed as among the
countries that are likely to achieve the MDGs target in 2015. An
attempt to use SMEs as a panacea to achieve this target is often
belittled by factors such as corruption, inadequate/lack of political
will, market, and | dearth of technological knowhow. The paper,
therefore recommends the need for linkages among the SMEs in order
to facilitate technology transfer, provision of adequate and sustained
power supply, government support etc as a precondition for the growth
and development of SMEs and ultimately the MDGs in the country.
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INTRODUCTION

Governments, especially of the third world countries, have‘

continyed to put in place different programmes and policies aimed at
achieving the Millennium Development Goal (MDG) of reducing
poverty by half the year 2015. In some countries (Nigeria inclusive),

the attainment of this target appears to have been rather slow; while in

others, it has shown considerable progress. In Sub-Sahara Africa, for

example, the percentage of people living on less than $ 1US per day
increased from 47.4 percent in 1990 to 49 percent in 2000, and is .

projected to decline only to 42.3 percent in 2015 (International Labour
Organization; 2004). These Countries that have succeeded in reducing
poverty significantly indicate the importance of sustained growth and
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development in achieving better result (Ijaiya: 2006). But high growih
is not enough: the pattern and sources of growth are extremely
important from the point of view of raising the incomes of the poor s
as to achieve the desired results that will benefit the majority of
Nigerians. The Asian Tigers were able to achieve growth f
development through the development of its Small and Medium
Enterprise (SMEs). 2

The MDGs are a reflection of the commitment of the afflueall
countries to the reduction of poverty and to promoting huma
development in less developed counries across the world. The
are measurable targets attached to a time frame for making a differcmas
in the lives of billions of people (Dereje, 2008). The question now &
should success be measured by achieving the goals on time which &
almost impossible for many developing countries like Nigeria? Socil
and Economic ills such as corruption, inadequate/lack of political will
market, dearth of technological knowhow etc. have continued to r
conscious efforts often put in place. What will be appreciated more i
the progress made towards achieving the goals and not the time |
achieving it. Developing countries have been pursuing most of &

In Nigeria, for instance, among these policies were those in the

“In the Pre-Sap era, measures predominant were the
Operation Feed the Nation (OFN); the River Basin
Development Authorities, the Agriculture Development
Programme (ADP); the Agriculture Credit Guarantee
Scheme (ACGS) , Rural Electrification Scheme, Green
Revolution. In the SAP era, we have Directorate for Food
Roads and Rural Infrastructure (DFRRI); the National
Directorate of Employment (NDE); Better Life
Programmes; Peoples Bank; Community Banks; the
Family Support Programme and Economic Advancement
Programme. The Democratic era witnessed the
introduction of the Poverty Alleviation Programme
(PAP), National Poverty Eradication Programme
(NAPEP) and the National Economic Empowerment and
Development Strategy (NEEDS)™. (Ijaiya 20006)

Most of these policies died as soon as they were fo
Despite the above government policies and programmes, it shamil
noted that for any meaningful progress to be made, the patizu
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sources’ of growth are extremely important from the point of view of
raising the incomes of the poor. The main objective of this study,
therefore, 1s to examine the factors miligtating against the achievement
of the MDGs in the country through SMEs.

CONCEPTUAL ISSUES AND REVIEW OF LITERATURE

The MDGs are an international commitinent to the reduction of
poverty and to promoting human development across the world. The
Goals are measurable targets attached to a time frame for making a
difference in the lives of billions of people. The MDGs are expected to
bind countries to do more in the assault on inadequate incomes,
widespread hunger, gender inequality, environmental degradation and
lack of education, health care and clean water (Asiedu, 2008). In
September 2000, over 189 member states at the United Nations
- General Assembly endorsed the MDGs. The goals are also recognition
of the fact those 60 years after the end of the World War II, the world
remains far from achieving any meaningful goal or -development.
(Dereje: 2008). The MDGs contains eight goals, eighteen targets and
forty eight undicators.

Nigeria like any other country of the world. put in place
policies that will assist in achieving the Millenium Development -
Goals. These efforts were yet to achieve the desired result. As
observed below, despite all the petro dollars expended towards
achieving MDGs, the country is yet to be listed among countries that
are likely to achieve the goals.
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Table 1: MDGs progress in Africa

Goals Targets Countries likely to achieve the
| Target )
Goal 1: » Halve between 1990 » Poverty:Algeria, Botswana.
Eradicate and 2015, the prorpotion Burkina-Faso. Cameroon. Egypt,
extreme ‘of people whose income is | Ghana, Lesotho, Libya, Mauritius.
poverty and - less than a dollar a day Morocco, South Africa, Tunisia and |
hunger » Halve between 1990 Uganda
and 2015, the proportion » Childmalnutrition: Botswana.
of people who suffer from | Chad. Egypt Gambia,Mauritania.
hunger Sudan and Tunisia
» Overall undernourishment:
Algeria. Angola,
Egypt.Ghana,Libya,Malawi,
Morocco, and Africa,
Goal 2: » Ensure that by 2015, » Both net enrolment and
Achieve children.boys and girls completion rate:Algeria.Botswana.
Universal alike. will be able to Capeverde.Egypt, Gabon. Mauritius
primary complete a full course of Namibia.Rwanda.Sao-Tom and '
education primary schooling principe.Seychelles . SouthAfrica.
Togo. Tunisia and Zimbabwe
Goal 3: P Eliminate gender » Primary level education:
Promote disparity and secondary Botswana. Lesotho, Mauritius,
gender education preferably by Namibia. Rwanda. Swaziland and
equality and 2005 and in all levels of Zimbabwe
empower education no later than » Secondarylevel: Algeria Botsy aml
women 2015 : Lesotho, Libya, Naminbia. Tunisiu
and Rwanda
Goal 4: » Reduce by two thirds » Algena: Capeverde, Egypt. Lig
Reduce child between 1990 and 2015, Maurirtius, Morocco, Sevcherlies
mortality the under five mortality and Tunisia
rate
Goal 5: > Reduce by three- P> Algena,Botswana.Egypt. Libyan
Improve quarters between 1990 Gambia, Libya,Maurirtius, Morowil
maternal and 2015. the martenal and Tunisia
health mortality rate
Goal 6: »To have halted by 2015 | »HIV/AIDS:Algeria, Botswana,
Combat and begun to reverse the Egvpt. Libya. Morocco. Tunisiz.
HIV/AIDS spread of HIV/AIDS Uganda and Zimbabwe
malaria » To have halted by 2015 | ¥ Malaria: Algeria, Benin.

malaria and
other diseases

and begun to reverse the
mcidence of malaria and
other major diseases

t Kenya, Libva, Morocco. Tunissall
| ) A
i Rwanda

Cameroon. Central Africa. Comuil
Ecvpt. Gambia. Guinea Bissaw

» Tuberculosis (TB): Algeria
Angola. Egypt. Gabon, Gambia
Libya. Madagascar, Morocco. Sl
Africa. Swaziland. Tunisia and
Zambia

e
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G()JHC,_;;.
Ensure
environmental
sustainability

» Integrate the principles
of sustainable

development into country -

policies and programs and
reverse loss of :
environmental resources
> Halve by 2015.the =~
proportion of people
without sustainable access
to safe drinking water and
basic sanitatation » By
2020, to have achieved a
significant improvement

» Sustainable development (forest
area):
Algeria.CapeverdeEgypt.Gambia.
Libya,Morocco, Swaziland and

| Tunisia

» Access to safe drinking water
(rural):Algeria.Botswana. Burundi.
Egypt.Gambia,Ghana,Malawi.
Mauririus, Namibia, South Africa
and Tunisia :
P Aceess to sanitation (urban) :
Algeria, Egypt, Ghana, Libya,
Mauritius, Morocco and Tunisia

in the lives of at least 100
million slum dwellers

Source: UN (ECA:2005)

As observed in the table above; Nigeria is not even listed as among the
countries that are likely to achieve the MDGs target. This remains a
large challenge to the country.

No economy has grown without the contributions from its
Small and Medium Enerprises. They serve as the enginé room needed
to energize the economy for better performance. Odubanjo (2000),
Onwumere (2000), and Nnanna (2001) all support that-SMEs help in
the achievement of improvement in rural infrastructure, improved
living standard of the rural dwellers, employment generation,
Utilization of indigenous technology, production of intermediate
technology and increase in revenue base of the government, etc. (See
also Wahab and Ijaiya 2006). For instance, through the small scale
industrial renovation, the unprecedented economic and industrial
expansion moved some Asian countries into world leaders in poverty
reduction, wealth generation and industrial output. During the 70’s,
Japan outpaced the United States of America in Car, Steel and:
Electronics production. Presently, Seventy percent of exports from
Japan can be traced to the efforts of Small and Medium Enterprises
(SMEs). :

The Small and Medium Enterprises with fewer than 300
workers accounts for 99.5 percent of the factories in Tokyo and
cmploys 74 percent of work force there. Large industries accounts for
only 0.1 percent of the industries and employs only 13.4 percent of the
countr’s labour force. Korea and Taiwan prospered as they
manufacture and export with the aid of their small scale industries. In
the United States of America, the small and medium enterprise account
for 87.7 percent of the factories and employs 25.4 percent of
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‘¥f§'§\~'()x'kf01‘ce‘ Large industries account for only 0.6 percent of factories in
the country and employs 27.5 percent of the country’s labour force.
West Germany Small-scale industry represents 72.6 percent of the total
industries in the country and emplovs only 18.7 percent of its labour
force. Past studies show that small and medium enterprises (SMEs)
have in many countries provided the mechanism for stimulating
indigenous entrepreneurship. thus enhancing greater opportunities,
mobilizing saving for investment and promoting the use of local raw
materials (World Bank 1995). This is evident from the contributions of
the SMEs to the strengthening of industrial linkages and the sectors of
the economy through the production and transformation of
intermediate products such as raw 'materials, spare parts; and
machineries into finished products. Recent studies have shown that
private sector must be the engine of grewth while it is the duty of the
government to provide the working environment (Kadiri, 2007). In that
context, productive employment i.e Small and Medium Enterprises
development play a key role in linking growth with employment
generatrion, wealth creation, poverty reduction and ultimately
economic development.

It is evident from the literature that the role of SMEs in
development and poverty eradication still needs to be investigated in
developing economies of the world. SMEs as observed in developed
countries can assist in cradicating extreme poverty which incidentally
is one of the MDGs. This is so because poverty has continued to rise at
an alaming rate. For instance, the poverty level in the country between
1960 and the early 1970°s, which was at the lowest level, rose to
unimaginable level. As a result of the oil-price shock experienced
between late 1970°s and early 1980°s, this period could be regarded as
the begining of poverty in the country. The shock caused deterioration
in the countries terms of trade, heavy debt burden and macro economic
shocks. Between 1985 and 1986, 43 percent of Nigerians were living in
poverty. This figure rose sharply from 53 to 61 percent between 1996
and 1997. By 1999, 66 percent of Nigerians lived below the poverty
line and the country was ranked 54" in the Human Poverty Index (HPI)
and among the twentieth poorest nations in the world (CBN Bullion
2003). Despite the above benefits, why then has the SMEs not moved
Nigeria forward?
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PROBLEMS FACING SMALL AND MEDIUM ENTERPRISES
IN NIGERIA

Past studies have shown that SMEs are potent source of growth
and development. However, Kadiri, (2008) observe the following as
problems facing SMEs.in Nigeria; :

The market for Small and Medium enterprises has stagnated
due to the formal sector’s control of product markets, raw materials
and credit facilities in Nigeria. When markets of the SMEs grow
beyond a certain size, they are often bought over by the large
companies. The SMEs tend to carry the trade mark and labels of the
big industries. Some times it may trigger a discrete shift to
“international” technology that incorporated this market by virtue of its
great market power (Expert group: 2004). This is further manifested in
loss of market share to the large industries which in turn affects the
innovative capability of the Small and Medium Enterprises. These
band wagon effects often diminish the creativity and resourcefulness of
the frontiers of the SMEs.

Finance is a very expensive and risky yet essential resource in
the growth of the SMEs in Nigeria. In developed economy, finance is
not a major hindrance to the growth and development of SMEs due to
the well functioning credit system. A bank generates a profit from the
differential between the level of interest it pays for deposits and other
sources of funds, and the level of interest it charges in its lending
activities. This difference is referred to as the spread between the cost
of funds and the loan interest rate. Historically, profitability from
lending activities has been cyclic and dependent on the needs and
strengths of loan customers. In recent history, investors have demanded
a more stable revenue stream and banks have therefore placed more

mphasis on transaction fees, primarily loan fees but also including
service charges on array of deposit activities and ancillary services
ikipedia 2008).
. In Nigeria, as a result of the conditionalities often putin place
y the formal financial institutions (Banks) such as collateral,
payment terms, interest on loan, repayment periods, etc. it is usually
Imost impossible for SMEs to obtain needed finance from this sector.
ven when available, nearly all credit policies for micro enterprises
avour working capital rather than investment in assets. These issues
nd to inhibit the itroduction of new machines and equipment hence
iiten lead to stagnation in the growth of the SMEs.
Indigenous technology development is normally centered on
search and development programs that include a complete cycle from
oblem identification, research and development to solution, which 1s
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»«_,fl’,é'fbking in SMEs in Nigeria. Innovations in indigenous technology can
be stimulated in some cases by technology transfer of new technology
from outside and in other cases by the inability to transfer technology.
Lack of coordinated transfer systems and mechanisms among micro
enterprises therefore stifles advancement of innovation in this sector.
The formal education in many African countries is not geared towards
acquisition and development of requisite technological skills needed in
the SMEs.

In many African countries, the public infrastructure for research
comprises a large range of institutions, universities, and research
institutes. The weaknesses of the support structures become apparent
due to their multiplicity, inadequate staffing, inadequate funding and |
lack of appropriate policies focusing on Small and Medium
Enterprises. This seriously affects the growth of technology in this
sector. Large producers often have a wide selection of technology
packages to choose from while small producers rarely have a range
processes to justify use of such technology. This discourages producers
of technology from factoring the requirements of SMEs which oftes
leads to less availability of appropriate technolo€y in 'this end of the
market. Furthermore, the source of technology: 'in‘/many African
countries is foreign, which means that SMEs will not enjoy access to &
Those that manage to access it on the other hand may not utilize it fully
due to lack of adequate skills, spares and servicing facilities.

The government and its policies also affect the growth
development of the SMEs. Many African government policies are ml
geared towards economic growth, somewhere politically motivated
This leads to lack of support services, thereby constraining growth
this sector. No mater the efforts exerted by the frontiers of the SMES
political support is not only important but also necessary. Also, there i
the problem of multiple statutory levies imposed by the variou
agencies of the government. |

Despite all efforts to improve the infrastructure in Nigeria. ti
outcomes are usually not encouraging. Although an improvement
the telecommunication industry has been noticed in the country sims
private industries were granted license to operate in the country:
poor state of the road network, water suppiy and electricity are worth
of note. The Small and Medium Enterprise incur substantial cost in @i
provision of alternative source of power supply. These additional &
substantial costs do erode the competitiveness of the SMEs to il
bigger firm or potential foreign investors. This often results into W
dumping of sub-standard products in the country.
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f}enerally speaking, corruption is the greatest obstacle to
01owth ‘and development in the world today. -According to Osaghae
(2005), there .is some positive correlation ,bemeen corruption and
development, and it is not surprising that some of the countries with
the highest level of corruption are also sites of bad governance,
* problematic democratization and retarded growth and development. It
includes acts such as bribery, extortion, influenced peddling, nepotism,
fraud, speed money, embezzlement, over-invoicing, kick-backs, the
ghost worker syndrome, award of contracts to front companies
‘belonging to public officials, payment of non existent projects etc.
(Akanbi2003). Banks are always wary of advancing loans to SMEs
because of cost of monitoring these credits advanced to them. Most
often, SMEs don’t keep proper records; hence it is almost impossible
for government and its agency to fix the tax rate for such industries.

PROSPECTS AND FUTURE POLICY FOCUS FOR SMEs
DEVELOPMENT

The SMEs provide great prospect for sustainable economic
development in the economies of the world. Past evidences have
shown that it can be a potent agent to initiate growth and development
in the economy. SMEs can also serve as instruments for achieving
poverty alleviation because they are largely labour intensive. It
similarly has tremendous potential in the expansion of non-oil exports.
However, these can only be achieved if future policy focus seeks to
address.

Inadequate and deteriorated state of the nation’s infrastructures
such as roads, electricity and security. There is the urgent need to
address these economic ills. This would include upgrading and
expansion of the infrastructures. Experiences from developed countries
of the world have shown that government should initiate policies that
will encourage public-private partnership. This, no doubt, will lead to
more efficiency and effectiveness in these core infrastructures. -
Restricted access of SMEs to finance in the formal financial
institutions needs to be re-examined for better performance. The
SMEs must be assisted with a view of accessing funds not only the
money market, but also at the capital market. The cumbersome
administrative bottleneck and other procedures should be further
simplified for more active participation of the SMEs.

Penetrating the export market through the strategy of promoting
specific export oriented SMEs. This would include the promotion of
extractive and agro-processing textiles and garments leather, oil
products as well as computer component and other light industries.
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Also‘z improved production processes and quality control to -meet
exports standard should be vigorously pursued by the SMEs.

CONCLUSION AND POLICY RECOMMENDATIONS

The Small and Medium Enterprises over the years have
continued to play a dominant role in the growth and development on
the nations of the world. It serves as the engine room needed to
energize the economy for better performance. In the last two decades
overt efforts have been put in place to promote the sector in order to
reposition the economy from its ailing state. Various programmes have
been put in place to achieve this objective. The paper is of the opinion
that policy frame work should be put in place by the government to
create strong incentives for investment in the small and medium
enterprise. Also, the paper suggests the need for linkages among the
SMEs in order to facilitate technology transfer. Furthermore, the asset
base of the SMEs must be enegized so as to increase its return. The
provision of adequate and sustained power supply -is also a
precondition for the growth and development of SMEs in the country.
The various electrification projects in the country should be
encouraged and pursued vigorously so as to increase the industrial
potentialities of the SMEs. The foreign firms must be discouraged from
dumping heir finished products in the country.
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