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ABSTRACT

The impact of microfinance credit on the financial performance of small and medium scale
Enterprises in Oyo state Nigeria was the focus of this study. It examines the impact of
microfinance credit and financial performance of small and medium scale enterprise,
ascertain the extent to which customers has benefited in the microfinance activities_aipd, the

relationship between small and medium scale enterprise in the study area. This wa 1
the view of providing information on the effectiveness of microfinanc it and
S

performance of small and medium scale enterprise. This study was a surve i& design
of correlational type. Two hundred and fifteen Small and Medium Sca e)\% se owner
who are clients of microfinance were selected using convenient sam;% chniques as
respondents. Primary data were collected using questionnaires ov pace’ of two months
from the participants thus giving a rich pooled primary data an éreliability of the
scale and its components were established by test-retest ang ath reliability score of

0.78. Data collected were analysed using descriptive (fre nt and percentage) and
inferential (Multivariate Tests, estimated means and multifartate analysis) statistics. The
result show that 81 (37.7%) of the population are B.E D holders, while 55 (25/6%)
are SSCE holders, 37 (17.2%) possess NCE/ND te, 29(13.5%) have postgraduate
degrees and 13 (6.0%) of the population have ertificates. The inferential analysis
revealed that impact of gender F(1214= 3.227~a§e 14— 4.04, marital status F 3.214= 3.41,
educational background F 1214) =20.64 an siness type F @214= 3,65 on accessibility and
Constrain to microfinance credit were(sighifieant where p < 05. Based on the finding
conclusion was reached and some rgeeq ations made. Recommendation includes credit
facilities to small and medium entg u% should be provided using minimal interest rate and
collateral. In addition, microﬁn anks should be less aggressive in pursue.

Keywords: Microﬁnar@sﬂi‘t, financial Performance, small and medium scale, enterprise
Word count: 301@
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Chapter One

Introduction

1.1 Background to the Study

Globally, small, and medium-sized enterprises contribute significantly to social, e ow,
@IES)

and political development. In developing countries, small and medium enteig

are crucial to economic growth, productivity, and innovation. Therefore, tries have

implemented a wide range of SME support programmes to enco th\e ector's growth,

transform economies and create substantial employment op ﬁ%@ . In both urban and
rural areas, small and medium enterprises have a signific act on job creation, income

generation, and economic growth!. Poor people @ lack access to essential services

such as credit facilities and shelter due to i cient? Most work low-paying jobs and have

difficulty supporting the education of t@\astn dren?. An author reported that despite the
perceived achievements of micr % banks and the implementation of supply-based
S

policies, there are still "imporbsé/(g

Due to limited access Ql ct, SMEs remain unable to reach their full potential regardless

for these institutions to fill in Nigeria®.

of their critical ro@ economy and increased government support. World Bank reports
that small @have more difficulty obtaining traditional financing than large ones*. In
addit n, are less likely to obtain external financing because of a lack of collateral and

R

microenterprises, while banks service medium and large enterprises. Currently, Nigeria's

dit history. Microfinance institutions predominantly provide microcredit to

small and medium enterprises do not enjoy credit from the commercial banking sector due to
stringent conditions and the inability to meet excessive collateral requirements. MFIs can
only meet a small proportion of the loan demand from small and mid-sized enterprises due to

limited liquidity, restrictive loan ceilings, and collateral requirements.
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SMEs have evolved from small businesses that supplied goods and services to international
and intercontinental conglomerates. Despite their vital role in every country's economic
growth and development, SMEs lack a universal definition. Countries, agencies, and
institutions have defined SMEs differently to suit their concepts and operations. Authorities
and scholars define SMEs based on business size, capital assets, working capital, number of
employees and turnover. Among these definitions (World Bank, International Mon \%’ﬂd
(IMF), African Development Bank (AFDB), Asian Development Bank, Europ@ n (EU)
and many others), the most widely used in the European Union definitiofs EU defines

SME:s in terms of employee size, turnover and total balance sheet® \\ \

The contribution of small and medium-sized enterprises (S@ﬁm development of many

African countries has been increasingly recognized of their ability to drive the
African continent to developed status. Accordingsto uthor, small and medium enterprises
(SMEs) have seen exponential growth in t u%her and size of jobs generated by the sector
over the past few years’. So, while ﬁlt r jobs in the public or private sectors, young

graduates start their businesse %

increasingly dependent on\SM e contribution of SMEs to the country's socio-economic
e
development is eno particularly in the transition to an industrial society, since they

e last decade, the Ethiopian economy has grown

create emplo%(wortunities and contribute a lot to its socio-economic development. In
the devel of large and medium enterprises, SMEs act as a steppingstone. SMEs are
one @%Vemments' strategic directions during the implementation period focusing on
@ting the development and competitiveness of SMEs.

According to a researcher, "SME is an engine of social and economic development in Africa".
Ghana's SMEs account for 70 % of its GDP and 92 % of its businesses. "SMEs constitute 91
per cent of formal businesses in South Africa and 70 per cent of manufacturing in Nigeria"®,

The engines of the economy can also serve as a stimulus for diversification in other sectors.
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Innovative technology can help SMEs enter foreign markets both regionally and globally.
SMEs can make a significant contribution to improved living conditions and improved
economies in many countries in sub-Saharan Africa and the entire continent of Africa’. An
author argues that the promotion of small enterprises in developing countries is justified in
their abilities to faster economic growth, alleviate poverty and generate employment!?.

Poor people have difficulty getting credit from conventional financial institutions Kk‘of
financial barriers in the credit market!!'?. Consequently, microfinance has Bee en to
improve the well-being of families by making credit accessible for p@we purposes.
According to Magnus empowerment is an antidote to poverty'>. M\ Rer postulated that
the rapid of expansion of small enterprises directly contrib 0 eponomic growth!'*. Micro
finance is perceived as the provision of financial and an€ial services by micro finance
institutions (MFIs) to low-income groups withou tangibl€ collateral but whose activities are
linked to income generating ventures'>. &

According to the World Bank, Nigeria' | enterprises contribute to economic growth,
create jobs, generate income, and as a source of livelihood for the poor!®. While its
roles are growing, the primary olgtacle to its rapid development is the lack of debt and equity
financing!”. It is fuﬂQ% t‘hat
of financing ch(ay

internal funds (savings, retained earnings, family network) and the

small firms rely proportionally more on non-bank sources

informamoney lender), because of their inability to produce the collateral requested
e

by c@ ial banks. This further is supported by the finding that the microfinance industry
i&eria is a major backbone in the sustenance and survival of small enterprises'®. It is also
pointed out that the predominant credit facility available to small and medium scale business
in Nigeria is bank overdraft, and short-term loans -asset based loans'®.

They avoided doing business with the poor and the micro-enterprises because the associated

cost and risks are relatively high?’. The federal and state governments have recognized that

13



for sustainable growth and development, the empowerment of the people financially is vital.
They can be achieved by adopting a growth strategy and the latent entrepreneurial
capabilities of a large segment of the people in a sufficiently stimulated and sustained way.
The resulting effect is that a positive effect will be felt throughout the economy. To give
effect of these aspirations various policies have been instituted over time by the federal
government to improve rural and urban enterprise production capabilities?!. \§\
Most empirical studies have analysed the correlation between microcredit@ and

medium scale entreprise??. The outcomes of these studies have shown ‘@ rocredit is a

strategy for poverty reduction??425. The evidence attached t(@g&dits in reducing

poverty prompted the Nigerian government to introduce m@n_a}e institutions in 20052,
syto

This allows many of the poor informal workers to ha eﬁ\% microcredit to fortify their
business, increase income and reduce poverty. Mic arice banking came into being in the
year 2005 with the launching of the microﬂ‘%policy by the Central Bank of Nigerian?’.

The policy was influenced by the glgbally agclaimed impact of microfinance in helping the

economically active poor exit ghe y threshold, thus leading to improvement in small
and medium scale enterpri s\/

e
Hence, microfinanc ing was introduced with the expectation that it would help reduce

poverty in thg&%}@ over time. As stated in section 4:2:1 of the microfinance policy, the

policy t@u es “covering the majority of the poor” but economically active population
t

by 2% Rereby creating millions of jobs and reducing poverty?®. The word "micro" literally
n% small, and finance also mean investment or support. Therefore, microfinance can be
defined literally as small investment or support. Microfinance can be defined as the practice
of offering small, collateral-free loans to clients who otherwise would not have access to the
capital necessary to begin small businesses or other income-generating activities. An author

noted that increased access to credit reduces poverty?’. A study reports that the poorest people
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worldwide live in regions without access to health services, primary education, and
microfinance?.

There have been savings and credit groups for centuries; microfinance banks are not a new
concept. There are numerous saving clubs and burial societies located all over the world,
including "Susus" in Ghana, Chit funds in India, "Landas" in Mexico, "Ajo" in Indonesia,
"Esusu" in Nigeria, "Cheelu" in Sri Lanka, Tontines in West Africa, and Pasanaku @)
among others®'. Microfinance aims to provide financial services to th%r whom

conventional financial institutions do not serve. The lack of an income su@to meet their

material needs is a sign that people live in poverty, as is thei@?\ to participate in
activities that are accepted as part of daily life. One of thz%%g@
0

Nigeria is how microfinance institutions (MFI) can re L& significant number of small-

scale businesses. Q
Several empirical evidence, have shown @Qmﬁnance is an essential tool for poverty

eradication and socio-economic deyelo

s of microfinancing in

in many developing countries across the

globe3233734735736 and37 Ryen the ' ngladesh found that the poor and landless members

of Grameen banks hav&\@vage household of 43 percent higher than the normal

landowners*®. More %Ven‘the experience of micro-finance credit in Nigeria that had not

been entirely { gfrom the formal model approach as observed by an author, this

current s Qems it necessary to empirically investigate this relationship between the
=

moc@n

co using Nigerian Microfinance banks’-related variables®.

finance banks and their ability to effectively reduce the level of poverty in the

It is necessary to conduct the study; despite numerous microfinance banks in Nigeria and
several policy initiatives aimed at reducing poverty, poverty still lingers within Nigerian
communities. Consequently, it is unclear whether microfinance credits will improve the

financial management of SMEs in Nigeria. The existing microfinance banks in Nigeria serve

15



less than 1million people out of 40million potential people who need the services*’. Also, the
aggregate microcredit facilities in Nigeria account for about 0.2 percent of GDP (Gross
Domestic Product) and less than one percent of total credit to the economy*!. The effect is not
appropriately addressed this situation would further accelerate poverty, slow down growth,
and development of small and medium scale enterprises in the country.

An author observed that microfinance banks have not been able to adequately addr \@bp
in terms of credits, savings and other financial services required by the foqi&:. ,Pue to

inconsistencies in these reports, the study seeks to address the following q
o\\ \
Small and medium scale enterprises (SMEs) have‘\h&(éonsidered the bulwark for

1.2 Statement of the Problem
technological advancement and employment ge r%n Nigeria. On the other hand, the

sector has had its fair share of neglect wit A&aneous revolting impacts on the economy.

SMEs face different problems: inadgquate_eguity capital, poor management practices, high

rate of enterprise mortality, low, ntrepreneurial skills, and shortages of skilled human
e

resources. Other problen&inc lack of access to a source of finance and inadequate

personal savings attei le"to the level of poverty and low return on investment, poor

infrastmctural&%, and lack of access to information, to mention but a few.
However, % much debate as to whether microfinance can successfully reduce poverty
leve@ drmance of small and medium scale enterprise usually is hampered by their ability
t&ss credit, according to empirical evidence** In addition, a comprehensive and rigorous
study in this domain is necessary due to the insufficient empirical research and mixed results
present in this domain 2.

The lack of commercial microfinance institutions also contributes to small business owners

borrowing from informal lenders, even when it is less expensive. Despite providing a vital
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source of financing to small businesses, informal money lenders charge very high-interest
rates. In addition to assisting SMEs in growing, credit also alleviates poverty, diversifies
livelihoods, and improves small businesses' skills. However, most SME owners in Oyo state
rely on informal sources of credit. Due to the problem of SMEs owners not being able to
access credit, it is necessary to examine why they do not apply for credit from formal
institutions and determine their preferences and perceptions regarding credit to im \e\wﬁr
access.  Thus, this thesis focused on investigating plausible relation%%ween

microfinance credit and financial performance of small and medium scal rises in Oyo

state. \&\ \
1.3  Aim and Objectives of the Study ®

The general objective of the study is to d@;ne impact of microfinance on financial

performance of small and medium Scale ise in Oyo State. The specific objectives are

o @

1. determine the extent {o b%‘inancial status and management records influence credit

e
financing of sma medium scale enterprises.

1. establis)% ent to which size of business influence credit financing of small and
me enterprises in Oyo state

estigate the extent to which collateral measures influence credit financing of small

and medium scale enterprises in Oyo state

iv. ascertain the extent to which management skills influence credit financing of small

and medium scale enterprises in Oyo state.
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1.4 Research Questions

1.5

Hol

Ho2

The following research question are intended to be answer in this study research
Question
How do financial status and management records influence credit financing owl

and medium scale enterprises in Oyo state? ®
@9

To what extent does the size of the business influence credit fin small and

medium scale enterprises in Oyo state. \ \

In which way do collateral measures influence on cfed ancing of small and
medium scale enterprises in Oyo state. &(:\i

How can managerial skills influence credi @wcing of small and medium scale

enterprises in Oyo state? \\
Hypotheses of the Stud{(?%

Financial status rb@ement record does not influence credit financing of small
L]

and medium terprises in Oyo state.

Size oﬁ ess play no role in influencing of small and medium scale enterprises

te.

Qol ateral measures have no effect on influencing credit of small and medium scale

S

enterprise in Oyo state.

Ho4 Managerial skills does not have influence on credit financing of small and medium

scale enterprises.

18



1.6 Significance of the Study

It is the recent call to consider microfinance provision and evaluation from the client's
perspective and vantage point that this study intends to contribute to the body of literature.
This work is remarkable because it revolves around three recent debates that the res%lfr
considers essential to advancing the discourse on microfinance and SM@cial
performance. According to recent microfinance literature, the industry ha agued by
client indebtedness. In addition to increasing empirical evidence t icr\o nance does not
positively impact SMEs' financial performance and the r@)& focus on inclusive
finance. Further, the perceived positive impacts of mic Qa\?e have not been realised.
Microfinance's anticipated positive impact on the @performance of SME:s is in doubt

in robust randomised control trials (RCTs).

There is a need for empirical studies tha< e&e the qualities and features of microfinance

advantages. The findings can be considered when

state. This study's focus is on inclusive finance. These

credit that have both advantages

promoting microfinance cred&%

works highlight the di\@&lancial service needs of the poor and the diverse circumstances
in which they linI ork. The book also sheds light on the diverse range of financial
institutions gf veloping countries that serve the poor. Despite their convenience and
ﬂexibili&mal financial service providers can be highly insecure and unreliable.
re, different types of financial services are required for different borrowers in
addition to the institutional dimension.
It is pertinent to the call for a client-focused approach to evaluating and delivering
microfinance that the discourse dimension fits in with the earlier debates. The poor have
diverse needs, and not all products/features will benefit them equally. Moreover, improving

products and services that meet the needs of the poor requires understanding how they are
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currently exposed to the products and identifying the features and characteristics that produce
good and bad effects. Ultimately, it suggests that financial products and institutions should
mature in ways that accommodate the diversity of consumers; leveraging financial

institutions to improve the financial inclusion of the poor is critical.

1.7 Scope of the Study :\V\
The focus of the research may constitute strength to the study, this, as well s@gﬁction to

only two town in Oyo state, limits the generalizability of the result& h noting that
te

this research only applies to microfinance clients who are ?%%Q \ay a community

practice and have an implicit or explicit sense of mutu@x

who were able to live without this social collateralb%\x{ they were perceived to be less

vulnerable is not included in the analysis. @
1.8  Limitation of the Study ( \\

e perspective of clients

The study's main limitation was gh gs conducted to determine the financial performance
of SMEs in Oyo State, Nigeria\usiig selected respondents. It was impossible to capture the
views of all SMEs i %&té. Furthermore, some SME owners opposed participation in a
study involving a\univefsity student since they did not see any benefit. For this study, the
researche interview any SME owners found at the business premises so that further
prob ﬁbe done if necessary.

® Operational Definition of Terms

Terms were operationally defined as used in the study:

Collateral: Assets that a lender accepts as security for a loan which may take the form of real

estate or other kinds of assets, depending on the purpose of the loan.
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Enterprise: This is another word for profit making business or business while people who

have entrepreneurial success are often referred to as enterprising

Microfinance: This refers to small-scale financial services, basically credit and savings that

are provided to people who operate small enterprises or microenterprises

Management SKkills: This involves planning, implementing and monitoring the da@y

operations of the small business. (&
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Chapter Two

Literature Review

2.1 Conceptual Issues : \V\

2.1.1 Concept of Microfinance é(/

“Microfinance refers to an array of financial services, including loans, savihgSyand insurance,
available to poor entrepreneurs and small business owners W@ }10 collateral and

wouldn't otherwise qualify for a standard bank loan”. imance refers to financial

services for people with low incomes or without acc®l 1onal banking. The concept of

microfinance is based on the belief that @

independent if given credit access. According to the Canadian International Development

e earners can become financially

Agency (CIDA), "microfinance is t ovs#On of financial services to low-income families

and poor microenterprises, st hom cannot access formal financial institutions'.

Microcredit is part of Migr ﬁ%ﬁé and is a continuation of small loans to poor entrepreneurs
.

to qualify for traditi@an loans. Microcredit is especially useful in developing countries

where it help& ple to start and operate their businesses, allowing them to provide for

themselye eir families?.

nce provides various financial services, including deposits, credits, and payment
options for low-income households and their microenterprises®. Microfinance explores many
fields and intersects with issues of economic globalization and capitalism, poverty reduction
strategies, and women's empowerment. Over the past few decades, its credibility has grown,

and its international recognition as a tool to address SMEs' financial performance and
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socioeconomic vulnerability. Microfinance services are divided into five different categories

according to an author*:

1. Micro-credit: especially a reliable source of working capital, dispersed against
‘collateral substitutes’ such as standing in the community, group guarantees or

compulsory savings.

2. Deposit services: designed to offer poor households alternative savings @ the
hoarding of cash or other stores of value. %\b

3. Insurance products: including insurance against loan def; e\to misadventure,

illness, death, natural disasters, or unanticipated econo , plus anticipated life-

cycle related savings goals to prepare for weddin %eﬂ s, or other socio-economic

obligations. @

It is anticipated that innovative financial i esywparticularly credit and savings, will break
t

the vicious cycle of poverty. Accor%

“low income, credit, investme@

income™*?,

esearcher, a vicious circle can be established:
income, more credit, more investment, and more

Financial 1 usi>f¢and access to microfinance are closely related and
L]

\J

interdependent. Peof ith access to microfinance credit can take advantage of different
financial pro&guffordable prices. A microfinance institution enrolls individuals and
groups 1 financial institutions and includes sectors and segments of the population
wit em® MFIs are classified as formal, semiformal, and informal’. As a result of
l&ug five key lessons, MFIs succeed where modern banks have failed®:

1. Considering collateral substitutes as appropriate criteria for choosing clients

2. Using self-interest to manage risk and ensure on-time repayment

3. Minimizing interest payments on small loans

4. Relying on peer pressure and social networks to enforce contractual obligations
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5. Focusing on the poor while targeting the well-motivated can be achieved by
segmenting the market
Considering these lessons and practices, MFIs realized that banking with the poor is an
attractive business model, but only if costs are contained, and risks are managed. This
involves treating clients as active partners in the enterprise. According to some reports,

commercial lenders usually deal primarily with large-scale farmers in rural areas. @r
d

pointed out that commercial banks have not offered microloans due to the high ri low
returns associated with microloans: high operating costs compared to th returns. The

everyday operations of small businesses are often considered @@‘d uncreditworthy.

Financial institutions may not be able to serve inﬂ&%\inesses because poor
entrepreneurs have few assets that can serve as colla®

Access to finance has numerous benefits. Nevertheless, less than half of developing country
%

households have access to financial serv@
world'®. The growth of the economy%th

to greater financial strength,(@amg to a growing body of economic literature'!.

Microfinance is increasi recdgnized as an effective instrument for business expansion.
L]

ared to over 70 percent in the developed

eduction of poverty can essentially be put down

Several studies h @d that microfinance can grow the business tremendously if it
strengthens ré';%n 7 diversifies income-earning opportunities, and improves the living

conditi poor'?, Research has shown that microfinance is a powerful and effective

t business expansion'’. Microfinance has recently gained prominence on the

micréfinance agenda for its impact on SMEs!“,

2.1.2 Historical Development of Microfinance
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Muhammad Yunus, an economist in Bangladesh in the early 1970s, is more closely
associated with microfinance than anyone else. During a famine, he promoted microfinance
in the nation and made small loans to low-income families in nearby towns to break down the
poverty cycle. It proved to be a great success. The quality of life of the borrowers has
significantly improved after Yunus receives a timely return. Muhammad Yunus presented the

Grameen model. On the base of this model, he established a Grameen Bank. Onl@s

with at least half an acre of land have received loans from the bank to focfls most

vulnerable. Banks maintained high reimbursement rates and began to exp@ir operations
in other regions of the country. Having been founded less than \%gs\prior, the bank is
now independent of the government, founders, and adver&e and has a return of 98

percent.

In the year 2006, Yunus received the Nobel Pgac %The success of the Grameen Bank

has not gone unnoticed. Almost every r@t e world copied the model. Between 1997
r

and 2002, the total number of MFQ: ed from 618 to 2572. There were 65 million

customers of the agencies in 1@13.5 million in 1997, with a growth rate of 35% each

year. As a result of the m%( of'money, even the Grameen Bank extended loans for about

750 million of doltl@e last two years!>.
2.13 %pt of Microfinance Credit

\%ut access to banking and related services, microfinance credit provides financial
services to entrepreneurs and small businesses. Relationship-based banking for entrepreneurs
and small businesses, as well as group-based models, in which several entrepreneurs join
together to apply for loans and other financial services as a group, are the two most common

ways to provide these financial services to our clients'é. Growing economies can be fueled by
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microfinance credit. In addition to supporting and enhancing economic activity, banks and
lending institutions offer services to invest and save assets and resources. Microfinance
institutions play an essential role in developing communities by providing businesses access
to credit and financial services that generate income. Within any society, microcredit

financial services provide a means for people and businesses to continuously obtain credit

and manage available assets.!”. ®\
Moreover, rural communities in developing countries tend to suffer @ynmetric

information problems (both before and after lending), a high—rislv§1 ent and high

transaction costs. In credit-strapped regions, households rely t\%%

landlords, small business owners, and local traders w ore information about

a} lenders, such as

borrowers and accept collateral goods or services th would not. These banks are
known for charging high-interest rates and nQt itg all potential borrowers!'8. Group-
lending schemes are typical in most mic ﬂ%&yrograms, including peer selection, public
repayments, and joint liability. Joint@it s a feature of group lending schemes, but it also
applies to any mechanism inv@p\eer review, monitoring, or enforcement'®. Groups of
borrowers’ form under '&%ﬂy, and all members are jointly responsible for paying each
other's debts. Mar(I have explained the potential benefits that this system may offer in

various ways¥:

Instituti%at provide microfinance to their clients are microfinance institutions (MFIs).

for MFIs comes from non-profit organizations, government agencies, local
governments, and large financial institutions. There are generally two different ways to define
microfinance. First, microfinance is defined as small loans or microloans offered to the poor
or people with low income or who are self-employed®®. Microfinance also has a broader
meaning under one standard definition. In addition to microcredit, other financial services,
such as credit, savings, insurance, and money transfer, constitute a significant portion of
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microfinance?!. According to recent estimates from the World Bank, there are more than
7,000 microfinance institutions worldwide, serving over 16 million clients and providing a

total of $2.25 billion in loans and other financial assistance?Z.

The fact that MFIs are found in many developing countries is also essential to know, but their
nature and significance differ significantly. In Nigeria, for example, there are five types of
MFIs. MFIs differ in their characteristics, i.e., they are heterogeneous. Researche % be

aware of these differences when investigating MFIs. Group lending is 0(§ e of the

most critical developments in microfinance as a solution to the inadequdeieS of imperfect
credit markets and the challenge of overcoming information as S&{ie .deerse selection

and moral hazard are distinct phenomena that informatixe ies may cause. A lender

that uses such practices lacks information about its%\w
o

should be charged to riskier borrowers to ac@ he greater likelihood of default®. It
b

would be appropriate to charge less to@Q\o owers, provided each can be identified

rs' risks. Higher interest rates

accurately. Q
The lender does not have c@\infomation about the risk profile of its borrowers.
Therefore, it charges average interest rates no matter their risk profiles. A moral
hazard generally @ the loan utilization by the borrower. Lenders cannot ensure loans
are used fo xntended purposes or that the borrower applies specific complementarities,
includin%rt and entrepreneurial skill, implied in the loan agreement. If these inputs are
expected, then the borrower may be less able to repay it**. Assortative matching or
screening is commonly used to overcome adverse selection, while peer monitoring
overcomes moral hazards in the standard lending model. Early models were developed'?.
Group liability schemes were examined for their moral hazards and monitoring problems. ..

A researcher focused on adverse selection and screening mechanisms?6.
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2.1.4 Opverview of Credit Financing

Development experts advocate leveraging small-scale businesses to speed up economic
growth, especially in the world's developing countries?’. African societies are predominantly
agrarian, with most people engaged in agricultural activities such as farming, livestock
rearing, agroforestry, and fishing?®. In the absence of substantial investment capi @s
evident that the industrialization process should be centred on the develo t Es to
link agricultural production with manufacturing activities. The dev o$of the SMEs
~

sector requires specific incentives, such as easy access to credi cture development,

industry extension services, localized production systemﬁ(/ designed equipment and

spares?. %\

In both developing and developed coun& businesses play an essential role.

According to an author, East Asian coun@l acle is primarily due to a thriving SME Sub-
sector, which triggered export gro t% the development of the industrial sector®’. Despite
its enormous population, the‘@c\of China has been able to generate income and job
opportunities through *(tivities of the SSEs. Over the past three decades, Kenya's
government has @easing attention to the financial needs of SMEs. Accordingly, the

govemmen@ plemented measures to facilitate credit access for SMEs.

Ac oration between the government and bilateral and multilateral agencies, and non-
g%nmental organizations (NGOs), was also sought to support SSEs in Kenya®!. Despite
these factors playing a significant role in developing SSEs, lacking adequate funding and
credit is often a significant obstacle, especially in their early stages. It aims to describe the

structures of SMEs and their challenges, specifically focusing on their financial challenges.
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Several theories and previous research will be explored to understand the financing problems

of SMEs in Nigeria, specifically in Oyo State.

As a result of a capital adequacy requirement, a bank's lending to SMEs is affected. Interest
rate changes significantly affect banks' lending through their capital when banks' lending is
constrained by a capital adequacy requirement®’. Therefore, an increase in interest rates

\r\ ks.

bank's

would result in higher external funding costs for banks but lower profits and capi

In the event of a capital constraint, banks tend to reduce their loan 19

underlying financial condition may also improve during specific per&( g them more
S

s
: , : : N :
likely to lend. This model explains why small businesses canngtMacégss ‘financial assistance
due to this condition. As a result of limited financial reso&t s refrain from providing

loans to SMEs under the capital constraint model. Ba \\0 an author's assertion, banks are

governed by market- and regulator-imposed cz&@ ements™2,
For prudential reasons, banks must main@inimum amount of capital as a percentage of
total assets. Banks, for example, a %ted to meet a capital adequacy requirement of 10%.
In Nigeria, banks are require% intain a minimum level of liquidity. The evaluation of
traditional SMEs inte \AQS‘, such as directed credit programs and technical assistance,
commonly involv§s %Jring program inputs and outputs, for example, the number of loans
granted, an &\umber of clients served by a business advisory program, or the amount of
market %ation provided by the program. There is little attempt to measure the effects of
d their performance based on support and intervention and attempts to do so are
hindered by measurement and methodological problems. SMEs' strategies must be carefully

monitored and evaluated to maximize their developmental impact.

Considering the shift away from public provision of services to the development of markets,

intervention outcomes need to be evaluated using different approaches. In the opinion of a
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researcher, small-scale businesses are the primary employers of most of the work force®3.
There is a higher chance of hiring older workers if the farm hires many baby boomers. Many
employers hire women who are entering the workforce for the first time. Farm workers come
from a wide range of backgrounds. Nevertheless, many lack the primary education or

economic background to meet the changing requirements of 2 1st-century workplaces.

Successful institutions have a broad reach (outreach) in terms of the number o@,
enterprises, and organizations they can reach, as well as the level of finan Y ability,

i.e. the extent to which the service can be provided without sub% ell as being

affordable. Market development should include factors such Q\n n\lber, distribution,

quality, suitability, and price of service providers, risks&gﬂ/ ction costs, pricing and

subsidy incidence, and awareness by SMEs of the eco pact of the service. Measuring
the effectiveness and durability of the intewent'or@ epend on its impact on SMEs (sales,
productivity, and exports) and the econ \gneral. The new approach to SSE support
must measure the impact of credit s@
N3

he development of financial and non-financial

markets.

In a recent article, a@«op argued that government policies, programs, and policies
adversely favourenterprises in several countries, in some cases even discriminating
against smz@&i{\esses, particularly micro firms*. Small-scale enterprises tend to be labor-

intensiv%

wg. In addition to their flexibility, SMEs can adapt quickly to changing market

ave a low cost of creating jobs, while large projects are usually capital

opportunities. In general, they require less capital and can combine simple and advanced
technologies easily. In addition, business activities can facilitate the decentralization of

substantial commercial and industrial activity and dilute monopolies.
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The significant contributions of SMEs to the economy of Asian countries are evident in the
role that the SMEs sub-sector plays in that region. SMEs, for instance, comprise 99.4 percent
of the entire Indonesian economy and generate 93 percent of employment (1974); 99.4
percent in Japan and generate 8.4 percent of employment (1985); 96.6 percent in Korea and
generate 49.3 percent of employment (1980). In addition, 92.0 percent in Hong Kong (1981);
90 percent in the Philippines generate 61.2 percent employment (1983); 90 %
Thailand generate 72.2 percent employment (1988). SMEs in the Philippinef a ailand

account for 47.4, and 30% of total value-added, respectively**. Many N@hd Voluntary

Organizations in the Asian region promote SME developm@{mularly in India,

Bangladesh, Nepal and the Philippines. There were 26.6 (t_,) .04 percent, and 32.14
o

percent of business finance from personal savings, r@

were 30.59 percent, 19.53 percent and 32.14 percent, ctively.

e percentages from friends

According to bank sources, the percent@\% 35.29 percent, 33.33 percent, and 21.42

percent. It was 8.82 percent, 7.83 p , 3.57 percent from government agencies, while

5.88 percent, 11.02 percent, a@} percent came from trade groups and cooperatives,

$3°. Small businesses are high-risk borrowers due to severe

respectively. Accordin; 40@!}/ by a researcher, commercial banks provided very little

financial supportg
structural def& e same time, traditional banks find it challenging to offer the type of

credit sinesses demand because of their credit assessment procedures®®. A

coeperative or trade association was defined in this study as a semi-formal financial

instiflition that provided credit to small businesses on a small scale’’.

2.1.5 Financial Performance of Small and Medium Enterprises

The financial performance can be seen as a measure of its ability to generate revenues from
its primary mode of business. In addition, the term is used to measure a company's financial
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stability. By aggregating them, similar firms across different industries or sectors can be
compared. The most common measure of financial performance is ratios. Ratios are
mathematical expressions of a number or number of amounts concerning another number or
numbers. Ratios can be expressed as percentages or fractions or as comparisons between
amounts. By computing the ratio, no additional information is added to the amount or
amounts®8, The recommended indicators for determining a company's financial p

fall into five broad categories: liquidity, solvency, profitability, repaymefit aQility, and

efficiency?. %\
As short-term obligations fall due, an enterprise's liquidity det@ \ability to meet its

obligations. Working capital ratios measure a firm's 1 eet its obligations. In
summary, net working capital, current assets ﬁnan@longterm capital resources, do
not need to be repaid in the short term, implyi& t\t'can remain an option to repay short-
term debt. A company's current ratio me g\its ability to repay its debt. Current high and

low values ratios indicate strong an idity positions, respectively. On the other hand,

a quick ratio assesses an organﬁ@? ability to pay its debts without relying on stock and

repayments*’, \ .

Profitability ratio@lculated based on a given sales volume, an asset level, and an
owner's sh. &Qstment. In the long run, the firm must be profitable to survive. Therefore,
evaluati& future profitability potential of the firm is crucial. Creditors, shareholders,

, employees, and others pay attention to ratios. In addition to gross profit margin and
net profit margin, return on assets and return on equity are included. Financial information
from the past and present are just two factors that affect a company's financial health. It is
more important to assess the performance of a group than to focus on only one or two
measures at the expense of otherss*'. Financial performance indicators include sales growth,
return on investment (ROI), return on sales, and return on equity (ROE). Profitability and
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growth are common ratios that measure organizational performance: return on asset (ROA),

return on investment (ROI).

2.1.6 Factors that are Considered by Banks on Credit Financing

Due to collateral costs and lack of startup financing, only a tiny percentage of G %s
have access to credit services, according to the African report for October - Q&OO&
However, some small businesses do not know the financial assistance 'N%ocally and
internationally**. SMEs find it challenging to access startup fundigg\\%hqr factors, such as
inadequate savings culture and ignorance of sources of finan %into play. There seems
to be a slight improvement in access to financial caps the problem remains long-
standing. In Ghana, for example, in 2003, it was that informal sector enterprises

depended on their savings or loans from fri BAQd relatives for funding because traditional

banks were scarce in providing credit Q}om Despite this, SMEs still face difficulties

securing financing and mobilizig@es for growth.®3.

Due to the rapid develo nkf‘echnology, SSEs must possess computer and information
.
technology skills. I % to conform to the current global way of doing business, computer
skills are needQd tdwptocess various information and formally present activities. People in
busines tinue to document information will not be taken seriously. Small businesses
sh @e e internet to communicate with customers and suppliers to prevent going out of
busie€ss. Unfortunately, there have been several factors that inhibit entrepreneurship.
Following graduation, most people seek white-collar jobs. After completing their courses of
study, they are not dependent on entrepreneurship. Academic involvement is geared toward

western ideas, which may not apply to their environment; at the same time, there is a lack of

infrastructure for startups, such as financial and technical faculties. Due to the subsistence
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culture, most businesses are at the micro-level. SSE is not willing to pool resources to form
partnerships or inculcate the culture of enterprise due to the culture of mistrust. SMEs must
be motivated to take enterprise initiatives by giving every level of support, whether it is

financial or moral**.

Also, the educated system, a crucial means of socialization, should be used to inculcate

enterprise among SSE. A lack of mentors and role models is the leading ca % ost

problems because of their inexperience and lack of understanding of the omain.

Getting information from established entrepreneurs is a challenge in env1r0nment
Y

Many young people in Africa do not have mentors to assist th \Qﬂq

Mentoring is a form of advice and experience that can be f siness networks in some

business ventures.

cases®. In Ghana, entrepreneurship role models ar Corruptlon has made some

African millionaires overnight*®. The lack of r?@ prevents these entrepreneurs from

sharing their experiences. (\

Most SMEs are focused primari %16 micro-level. In Ghana, most businesses, which

account for 70% of emplo classified as micro, small, and medium enterprises.
Agribusiness and farmi %Qw‘ues make up most of these businesses, which have remained
at this level for a @e The result is stunted growth of these businesses and mobilization
of more ¢ ble capital. There is also an alarming segment of entrepreneurs in the

formal s%another characteristic of the Asian entrepreneurial situation. About 90% of the

gc in Asia is in the informal sector’. The informal sector is characterized by ease of
entry of small-scale operators, unregulated markets reliance on indigenous resources and
outdated technology other features includes family ownership lack excess to credit self-
employment and a small element of wage employment labour intensity and low production®,
The African capital, without the ability to use it properly, cannot achieve any improvement
without mentors or partnerships. The result is an unimaginable crisis®.
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Mentors are needed to guide and monitor their progress when the financial resources are
substantial. Entrepreneurship can be achieved with the help of role models. Additionally, role
models are used in lectures for entrepreneurs—a national mentoring programme for small
businesses (VMPXB). SMEs will be guided and linked to other business networks, processes,

and procedures to avoid pitfalls and build a formidable business foundation through this

programme, which aims to bring together successful businesspeople who desire to @E
experiences with SMEs.

The growth and development of SMEs are dependent on credlt Most SMEs can

2.1.7 Importance of Microfinance Credit

still not access microfinance credit, especially those Velopmg economies. In private
and public sectors alike, it remains a critical iss e\% with low incomes can obtain small-

scale financial services through micr@g@ programs. Using loans, individuals in

developing economies can increas fits, expand their capacity, and become more
financially successful. They ar&@ﬁed to foster sustainable economic empowerment and

capacity-building. Micro nce programs have recently come under fire due to organisations'

unregulated and 4

significantly 6%1 '
access c@expansion through microfinance!®.

% e and effective instrument, microfinance credit, can improve the accessibility of

sible lending practices. The credit provided by microfinance

financial performance because businesses with collateral can easily

finance for SMEs. SMEs can grow and perform better if they have access to sufficient credit.
It is crucial to alleviate poverty in society by financing SMEs. Small and medium-sized
enterprises play an important role in nation-building and granting them access to necessary
facilities would bridge the gap between the rich and the poor'8. Typical micro-finance
activities include small loans for working capital, informal appraisals of borrowers and
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investors, and certain savings products. Microfinance clients are typically self-employed,
low-income entrepreneurs in both urban and rural areas. Small restaurants, businesses,
hairdressers, tricycle operators, artisans, and cottage industries are typical clients. They

generate cash flow and income from several different activities, often in combination®.

2.1.8 Determinants of Financial Performance ®
There are various determinants of financial performance of a firm as exp % ;
Growth of the Firm \&\

Firm growth is determined by an increase in net assets, w %ﬂ'essential determinant of a
company's success. Firms are composed of seve ces that enable them to take

advantage of opportunities and achieve succeds®' NAlegal firm can grow unrestricted; the

growth rate may be limited in the short n@\he firm's size is not limited.

@%

Size of the Firm \
Their size also commercial and service firms' financial performance. The
company's si g“‘unes investment behaviour and financial management for SMEs*
Insider% iders have a greater degree of information asymmetry in smaller firms. In
these firms also face higher costs in issuing new equity®’. A firm's size can be
meaSured in a few ways. Sales turnover is one of the measures that can be used. The revenue
from selling one's products (sales turnover) does not include the cost of sales. Employee

count is one of the most straightforward ways to measure the size of a company. Depending

on the size of the business, a person in business might need varying amounts of capital. In
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contrast, a large enterprise will require much more capital to plan and finance its investments

than a small business>.
Age of the Firm

Age significantly influences an organization's financial performance it has been in business.

With good relationships and trust, firms with extensive market experience can bene om

economies of scale from their suppliers and other stakeholders. Firms in such an{r@nent

are more likely to perform better than new firms. A firm may need to in ey before

o\\ \
Liquidity of the Firm %(—}

The firm's liquidity is a crucial factor in determining i cial performance. Liquidity gap

adjusting to the environment™.

and liquidity ratios are two ways of meam& Ityuhdity risk. Assets and liabilities are
different at present and future dates when_i és{e to the liquidity gap. In addition to balance
sheet ratios, liquidity ratios provide } i0n on liquidity trends. A firm should ensure that

appropriate, low-cost funding isre vailable in a short time based on these ratios. It may

be necessary to hold asse %%an be immediately sold in cash reserves and minimum

L]
reserves or securitie@d by the government™.
Debt 6\ ~

Deb@minant of financial performance of SME®s. Debt is funds borrowed from a
1

By

specified period. It is appropriate for the firm to maintain a proper balance between debt and

institution at a certain percent of interest rates which should be paid within a

equity. The firms leverage decisions centers on the allocation between debt and equity on
financing a firm>®. The emphasis on long-term finance and on the potentially adverse
consequences when it is in short supply is somewhat at odds with recent theoretical

contributions that emphasize the fact that the use of short-term debt may be associated with
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higher quality firms and may have better incentive properties. In particular, the possibility of

premature liquidation may act as a discipline device that improves firms™ performance’.

2.1.8.1 Conceptualizing Small and Medium Scale Enterprises

SMEs have been providing the foundation for large businesses for decades. B’\kut
organisations and individuals interpret the term "small and medium" differentl ,g&g that
an enterprise considered small and medium in one country may not be in @g efinitions
within a country change over time as well. The various deﬁnitionﬂ e\ndicators such as

total assets, size of labour employed, turnover values, and @Vestment%, The small-
scale industries of the Federal Ministry of Industries d@wﬂll scale as" companies with

capital (land, buildings, machines, equipment, an@ capital) beginning at N60,000.00

and employing not more than 50 people" aj@lck as 1979. The Central Bank's monetary
and credit guidelines regarded a small &nterprise as one whose annual turnover does not

exceed N6omillion, and capital d ceed N10 million.

SMEs emerged into the de eMnt landscape in the late 1940s, and their primary purpose
.

was to improve trac@ndustﬁalizaﬁon in the presently developed nationss>®. Small and

medium—sized}% iBes (SMEs) are defined differently in each country, depending on their

role in the %my and policies or institutions empowered to develop SMEs. In developed

ec @s such as Japan, Germany, and the United States of America (USA), maybe a small

ss, or in developing economies like Nigeria, perhaps a medium or large business.
Additionally, agencies or developing institutions vary in their definitions of SMEs over time,
depending on their policy focus. SMEs can be categorized according to several factors,

including turnover, employees, profit, capital employed, access to financial services, and

market share, among others.
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An author contends that the “definition of small and medium scale enterprises varies

according to context, author and countries”. In country such as USA, Britain and Canada

small scale business is defined in terms of annual turnover and the number of paid

employees®. In Britain, for example, the term small business refers to a business with annual

revenue of less than 2 million pounds or fewer than 200 employees. Japan conceptualizes it

as an industry, paid-up capital, and the number of employees. The term "SMEs }m
oy

manufacturing companies with a paid-up capital of 100 million yen and @7 ees.

Those in wholesale trade with 300million paid-up capital with 100 emplo hile those in

retail trade with 100million paid-up capital with 50 employee61. &%&(&ult to distinguish

between different types of SMEs in Nigeria because there is ge_abcut definition.

Despite this, the Central Bank of Nigeria describe%}%ale industries as those with an
annual turnover of less than 500,000 Naira in'& onetary policy circular No. 22 of 19882,
n

There are two types of definitions: quant@s{
e

qualitative. The number of employees is a

quantitative index that indicates t an enterprise in monetary terms, usually by
expressing turnover, asset valu %roﬁt&. A small business has a turnover of less than
£1.4 million; a medium—%@%ss has a turnover of £1.4 to £5.7 million, and a significant
company has a tu Ve £5.7 million. Additionally, the report classified enterprises by

gﬂ)— those with fewer than 50 workers were small, those between 50 and

their employe€™¢o

250 em ere medium, and those with more than 250 were significant. Likewise, the

R Union (EU) defined SMEs in 1995 as businesses employing fewer than 250

O

employees.

In addition, it separated SMEs into micro (less than ten employees), small (from 10 to 49
employees) and midsize (from 50 to 249 employees). An author chronicled general criteria
used to define SMEs in different countries more broadly and comprehensive way®.
Employee count, turnover, sales volume, financial stability, the autonomy of managers and
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owners, and the relatively small market sizes are some of the factors that determine success.
The European Union adopted a universal definition for SMEs in 2003 as companies with
fewer than 250 employees due to these definitional differences and the lack of a universally
accepted definition. Financial criteria require revenues not to exceed 50 million euros
(measured by turnover) or 43 million euros (measured by balance sheet). Moreover, the

European Commission stipulates the term of ownership, stating that SME@

independent and no more than 25% of them must be owned by outside entitiest.

N

According to a study on enterprise association, small to medium—size&i sSts (SMEs) are

%v s\tment of $1000 to

| partnership, a publicly

those with 10 to 99 full-time or part-time employees or a fixed ¢

$500,000%. An SME is not a transnational company, a K{tﬁ(/

owned company, or a large facility. However, a signi usiness unit can depend on the

business and ownership structure. Most small bysings ancing comes from owners, friends,

and families. However, a business form Q\e rious forms, including private ownership,
c

partnerships, contracts and subcontx%

are confined to a specific en@ﬂ. However, they can spur economic growth and

development where theé Q@ﬁvely run.

According to a r<se r in Nigeria, the National Council of Industry, 2003 categorized

enterprises @n three criteria®:

eratives, or associationss>®**. SME operations

Sizegs No. Of Employees  Total Cost Including Working Capital but Excluding
Q Land

Micro 1-10 Less than 1 million naira

Small 11-35 1 million — less than 40 million naira
Medium 36-100 40 million — less than 200 million naira
Large 101 and above 200 million naira and above
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Authors Compilation, 2022

It is, however, more common in Nigeria to use the asset base criterion. In its 2005 Small and
Medium Enterprise Investment Scheme (SMEIS) guidelines, the Central Bank of Nigeria
defined an SME as any company with assets up to 200 million nairas (excluding land and
working capital) with no upper or lower limit on the number of employees. Using
quantitative indices alone to define SMEs has proven unsatisfactory in many res ‘t\}?@h
indices are often misleading because they are subject to periodic inflationarf ¢ s. The
CBN's definition of SME may not include the many microenterprises in @}, which may
fall under the category of small businesses. The fact that some en\ﬁi tnay employ many

any may have fewer

workers is also misleading. In contrast, a capital-interziéié%)
employees but a large asset base. \*

The fact that both small and big firms can incur % kes profit an unsuitable metric for
categorising SMEs. For the reasons outlin ,%glitative definition based on predetermined
SME characteristics is crucial. The SME Xr comprises very different types of businesses
across various economic sector{({ re two categories: growth-oriented and those small

and micro enterprises that gpera the subsistence level to provide employment and income

e
mainly for their OWQ nd a relatively small number of external employees. Subsistence
enterprises represent most SMEs in developing countries. On the other hand, the growth-

oriented innovative type of businesses which usually operate in growing markets, as

well@u messes that are efficiency-oriented and/or network-intensive, which tend to grow

t&h acquisition.

2.1.9 Historical Development of Small and Medium Scale Enterprises
Plenty of evidence shows that small and medium-sized businesses and cottage industries

dominated the economy of the world's giants before the late 19th century. This changed with
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the industrial revolution and led to the introduction of mass production. SMEs assist in
mobilizing human and capital resources for economic development in rural areas. They play a
significant role in generating employment and providing entrepreneurial development,
training, and empowerment opportunities. Developing nations such as Nigeria, which is

characterized as a low-income country by the World Bank, place much value on SMEs. In

general, SMEs generate relatively large amounts of socioeconomic developr@e

achieving high productivity levels, including capital and factors combinec@/ , total

productivity factor). %\

In dynamic terms, the SME sector consists mainly of companieg®ith’\¢onsiderable growth

potential. Most of the productivity increases in developi
advantage of the available technologies on the global WNigeria is still a country with
great potential and a great deal of inertia. Ma% ufces are abundant in the country,

including human, agricultural, petroleum, g\&%&substantial solid mineral resources®’. It has
o

ies result from taking

been through decades of political instabil ce it gained independence from British rule in
1960, creating a climate of geci ion and an unpredictable business environment.
Following successive milit&rygxégand indigenization policies in the late 70s, investors who
viewed the country %owu;g market have shied away. These governments are perceived
to be corrupt& Icy instability, pay low salaries, and lack accountability for public
funds. F reasons, the World Bank described Nigeria as a paradox*. Most Sub-
Sah ican countries have also experienced declining or stagnating industrial production
&e past few decades®®.

A research report states that Nigeria has spent enormous money from external funding
institutions on entrepreneurship and small business development programs, with generally

poor results. Unfortunately, these funds rarely reach the intended businesses due to

bureaucratic bottlenecks and end up in the pockets of public office holders®. It cannot be
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overlooked that middle-class Nigerians own small businesses, often financed by individual
savings, gifts, and loans and often sustained by profits. Various researchers have argued that
countries that made economic breakthroughs in the last twenty years have proven beyond
doubt that entrepreneurship had been the sine qua non of economic growth and

development®®. SMEs are recognized worldwide for their significant contribution to

development. A researcher noted that SMEs play a vital role in the economy O@NS
such as the USA, where giant corporations dominate>®, < <</

SME:s play a significant and strategic role in economic growth and equit@wlopment in

all countries, according to the report of the Indian working group§ e and technology

for SMEs. Small and medium-sized enterprises make up a@ 0% of all businesses in
most countries. Employment, investing and exportin 1bdte to national economies by
driving innovation. Since the emergence of theNAsiah Tigers, worldwide interest has
increased, particularly in developing % striving to close the economic and
development gap. According to Chingse Fd\oreign experts, about 75% of people living in
China's cities and towns are er%l(é SMEs8. As a result of the steady transition from

communism to the mar@v y, many workers have lost their jobs at state-owned
enterprises. QQ
According to re&rbpolicy debates continue to focus on how SMEs can contribute to the

developme cess in developing countries’’. As a result of the relevance of SMEs, the

9]

ov@n of Taiwan launched 2006 a $61 million "branding" initiative to push Taiwan's
ec%ny towards knowledge-based growth. According to a report in EE Times Asia in
August 2006, the Taiwanese government launched a seven-year program called the
"Branding Taiwan Plan" to assist small-to-medium-sized enterprises (SMEs) in establishing
their brands. Especially in the medium term, SMEs can drive the economy. The initiative is

fully aware of this fact. Small businesses employ 72,000,000 people®. More than 90 per cent
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of the industries in Indonesia, Philippines, Thailand, Hong Kong, Japan, Korea, India and Sri

Lanka are small enterprises’!.

2.1.10 Small and Medium Scale Enterprises versus Entrepreneurship

The term ‘entrepreneurship’ differs between small and medium enterprises (SMEs). A

business venture is initiated, run and nurtured by entrepreneurs who demonstrate@iy,

innovation, risk-taking, and organization skills. Entrepreneurship inv@(}

opportunities, creating, or improving products, services, or technologie@\g risks, and

@go\(ation’, explained
how entrepreneurship is different from SME’?. According t{é@"c er, entrepreneurship is

reaping the rewards. An author, in his work, ‘Entrepreneurship

about innovation and creating something with added vahjel
§s

This invariably means that not every new or smal b can be said to be entrepreneurial.

Entrepreneurship requires a unique manag@gpproach. A training analysis of the work is

used to design processes and togls, products are developed and standardized.

Additionally, the process involwe oping new standards, controls, and a market and
e

creating new customers.irep urs may start as small and medium enterprises and may

not stay in these cat lonig. Some small business owners are entrepreneurs.

2.1.@and Medium Scale Enterprises and the Nigerian Business Environment

(%the years, Nigeria's business environment has posed several complex economic
challenges to developing viable SMEs. The Institute of Development Administrator of
Nigeria has outlined some of these challenges’®. Nigerian SMEs still rely most heavily on
informal sources of finance for funding. Examples include personal savings, borrowing from

family and friends, and borrowing from credit unions. SME:s still cannot access conventional
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financial institutions like commercial banks. Microfinance schemes and institutions, on the
other hand, are still in their infancy and therefore cannot respond to the needs of people.
Second, the success of entrepreneurial ventures like SMEs has a lot to do with their abilities.
The SME operator must manage, organise, coordinate, lead, and communicate.

Having work experience in another company or receiving technical and managerial training

helps develop creative and innovative abilities. In Nigeria, SMEs tend to be chara, \%ﬁy
@’&

high failure rates due to a lack of managerial and entrepreneurial skills. There issue

of inadequate infrastructure and institutional support: Nigeria's SMEs @Mblems with
unstable electricity, potable water, and feeder roads. Moreover, s@futions such as the
Police, the Judiciary and others do not perform as well @}

e, intellectual property rights

ould in protecting the
country's internal security and ensuring swift justice. E
are not adequately protected. Moreover, the regigtr ees charged by some government

agencies are still the same regardless of w %qsmall or large business has the resources.

account is the same regardless of the firm's

The minimum opening deposit for @@
size. (8\

Fourthly, the Nigerian blm@wlronment is shaky and unreliable due to incessant political
e

conflict, ethnoreligi %ﬂlct, and corruption within the public service. In addition to the

above, loose figcal\and) monetary policies, multiple taxation regimes, poor implementation of

high-intere fes, and volatile exchange rates. Due to these factors, the economy has been

wea@i d exposed to the vagaries of global capitalism. As a result, the country has
be%e overly dependent on foreign technologies, values, and products. SMEs, become
significant victims of these conditions, and their ability to compete declines and even the
business's survival becomes a struggle. Aside from the challenges outlined above, SMEs in
Nigeria also face challenges indirectly related to entrepreneurship, as SMEs directly affect

entrepreneurship. Because of poor entrepreneurial spirit, many SMEs are unable to expand.
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Unlike in the United States, many Nigerians are not in business because they love it but to
survive. Their businesses fail to grow beyond their subsistence level due to their lack of basic
management skills. As a result, they become less competitive in the global market. The
Nigerian economic system is known for producing contractor parasites who swindle
government jobs and intermediaries who thrive in the informal sector. A common

misconception is that entrepreneurship uses superstitious and supernatural mearz&x?m

strategic management. A lack of entrepreneurial education is the cause of all % lems,
according to researchers’. Additionally, the organic economic de ent process

emphasises the need to educate young people in fields desi@ dnhance their job

prospects, such as science, engineering, and technology’. % )
It is essential to support the entrepreneurship potentia @Sﬁ
i

ntry and boost its economy.
Those with the right enabling environment to o countries where they can work

effectively. These so-called successful \!‘\%@iasporas contributed significantly to the

economic development of these countr sulting in the continuing decline of native
African entrepreneurs on the . The prevailing political, economic, ethical, and
infrastructure environme&%ages them from spreading their talent, knowledge, and
experience to the n@erat;on and makes them merely state employees, supplying raw
i

materials for @ mporting finished products from Western countries. There was a
e

longstandiy that this was detrimental to African economic development’,

N\
2.% Economic Implications of SME Development: The Case of Nigeria
For many countries, SMEs are a significant contributor to employment growth. SME
production contributes significantly to these countries' Gross Domestic Product (GDP)
growth, while larger enterprises tend to have a less significant role’. For example, the OECD

economies are dominated by SMEs and microenterprises. Their share of firms, employment,
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GDP, and new jobs is over 95%. The situation is similar when it comes to developing
economies. Moroccan SMEs, for instance, produce 93 percent of production, invest 33
percent, export 30 percent, and employ 46 percent.
Bangladesh accounts for 58% of its employment, and 99% of its firms have less than 100
employees. 55% of all Ecuadorian jobs are held by private firms, with 99% employing fewer
than 50 people. In the case of Nigeria, well-managed and healthy SMEs constitute @ﬂt
sources of employment opportunities and wealth creation. The government gefier, come
x role in the

and employment from taxes generated by its citizens. Taxes play an ¢

stability of a society. Some SMEs and micro-businesses operate h‘%\nformal sector, and

their size varies from 4-6% in developed economie{é%%} 50% in developing
economies. There is a significant correlation betw e\N\&
D

number of small and medium-sized enterprises pex I} eople’®.

try's income level and the

SME sector health correlates with fewer b% ket or informal activities. As a result, it is

thesses in Nigeria by managing the SME sector.

essential to reduce the number of inﬂ%ﬁ{@

isation. The chief input suppliers to larger firms

SMEs are the foundation for

possess extensive knowle e\&f resources, demand, and supply trends. In addition to
being the primary gh &0 large firms, they also provide food, clothing, recreation,
entertainment&g.ﬁyre, and educational services. Through primary and intermediate
productio help economic development. Larger companies can also get their materials
fro %uﬂhermore, they offer specialised, personal services. In summary, SMEs
co%ute important sources of local supply and service provision to more giant corporations.
With the help of SMEs, large corporations can access new customer bases not available
through their traditional distribution channels.

For large corporations, developing countries represent a vast untapped market. In addition,

SMEs are crucial sources of innovation. Their competitive strategies distinguish them from
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other firms by occupying specialized market "niches" and adopting specialized marketing
approaches, developing new and untapped markets, reengineering products or services to
meet market demands, or exploring the innovative distribution and sales techniques. Large
corporations often find them to be good partners because of this. Emerging economies

represent a significant market for credit, particularly in sub-Saharan Africa, where only 4

percent of Africans have bank accounts, according to the United Natio@ﬁl

Development Fund (UNCDF). < :

According to research United Nations Conference on Trade and Develop@cal financial
institutions successfully serving the SME market in developed co@ ave found it highly
profitable. Large international banking groups are beginni Cto_)p into these markets’’.
Barclays Bank, for instance, employs 41,000 people i fCan operations, has 8 million

customers, and is present in 12 African countrigs\Rae continent contributes 13% of the

company's profits. Barclays has worked t@wte SMEs into its operations. Many large

companies rely on local companies ﬁn&a)
creation. In addition, SMEs COQZ?Q

utilising local savings@v creases in SME efficiency can also improve the

lements of their value chain to localise value
developing local technologies and mobilising and

e
competitiveness of irms that depend on SME suppliers and improve the competitive

position of a c&g@;conomy.

As a ruley employ more workers, and capital requirements are lower than those of
largQ) anies. Consequently, many individuals can take part in them and, as a
co%]uence, contribute to industrial development. In addition, SMEs are flexible in their
management approaches and can adapt to changing market conditions much more quickly
than giant corporations in similar industries. These days, with an increased emphasis on a
private-sector-driven economy, SMEs can serve as engines of growth and diversification for

the private sector. Many SMEs have a strong sense of entrepreneurial spirit due to the

51



development of several small and private enterprises and the intense market competition
associated with it. This will, in turn, have a significant impact on economic development.

Since entrepreneurship promotes continuous innovation and the commercialization of new
thinking and technologys, it is crucial for economic growth and social change. Entrepreneurs
are constantly seeking out new avenues for business growth. Competition keeps them on top
of their game. The role of a change agent is to transform resources into products a \\%@s
that are more useful and valuable. Economic growth and development opmously

affected by all of these. Human and environmental development, as well@m ch-needed

global economic and socio-political stability, are threatened r1y78. Nonetheless,
inclusive economic growth, including the growth of SMEs e alleviating poverty. In
the opinion of an author, development is primarily ai andlng people's choices and

promoting an environment where people can enjog% quality of life”

SMEs can contribute to economic growth 'm ving their performance and sustainability.
In developing countries, subsiste teyprises represent most SMEs.  Most small
businesses are micro-enterpris Yy run by family members and close relatives. The
microenterprise sector males u re than 90% of all businesses outside of agriculture. The
Nigerian governme ﬁu‘ce poverty significantly through the development of SMEs.
Through eco g\gr))wth job creation, and income generation, poverty can be reduced
directly. digion, SMEs are often interested in community development. Having a local
wor % cial to their success.

&nts are provided with goods and services suitable to their needs at an affordable cost.
An essential source of employment in emerging economies is the unskilled workforce,
especially women and young people. Due to their flat management structures, their

employees are less likely to be unemployed during recessions. They can adjust to local

market fluctuations and shocks better because of their small size and flexibility. Migration to
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urban centres is often reduced if well established in rural areas, thus reducing excessive

pressure on urban infrastructure.

2.1.13 Building a Formidable Small and Medium Scale Enterprises in Nigeria
SME success depends on favourable institutional frameworks. Unfortunately, policymakers

and legislators tend to ignore their needs in favour of large comorations.@\e\?ﬁr

businesses are generally ignored as well. Despite the significant burde ost of

bureaucracy, they suffer more than big companies®®. A few SMEs are@;ed with the

necessary financial or human resources. Through inclusive re@é\ government can

support these firms. Regulatory burdens can be achieved b{%atl the necessary enabling
frameworks. They can also simplify business registrat'o&c

them cheaper, simpler, and faster. Reform incr&% reach of regulations by bringing

businesses and employees into the formal se&{*

A similar report concludes that the ¢ 'e&i@ for a country to do business, the more formal

ures and paperwork to make

jobs appear because the benefig o alization (such as better access to credit and better

utility services) easily m@&e costs (such as taxes)." One of the most important things

to do is crackdown ption.

Providing Fi,&c(al\gnd Tax Incentives: Governments must provide incentives for SMEs
to enter @
fun(Q

E%raging Friendly Regulatory Environments: Developing an investor-friendly

al economy, such as tax incentives and subsidies and provisions for startup

environment and promoting public-private partnerships are critical to attracting venture
capital funds and increasing investment levels. Investments and infrastructure of large

corporations and potential investors must be protected.
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Involving Business in Identifying Necessary Reforms: Change decisions are increasingly
being taken with the business voice in mind. The private sector is now involved in identifying
the most critical reforms in several countries, such as Mali and Mozambique. There is a
gradual disappearance of the bureaucracy telling bureaucrats what is good for business.

Export Potential: Most industrialized East Asian economies, such as China and India, have

a high percentage of SMEs contributing to their exports: 31-56%, while less @d
0

African economies, such as Tanzania and Malawi, have a share of less than 1<0. mote

economic growth and development, SMEs should focus on policies tha@hcrease their

o\\\
Governments can contribute to building a solid and @%ME sector, but large
1. Building Supply Chain Capacity: The @provided by large corporations to
small businesses in areas such aﬁ ement, bookkeeping, business planning,

marketing, distribution, and liggg

can assist through infr{t({ investment, technology transfer, and knowledge

sharing. SMEs @V

e
competitive % ease access to credit. Large corporations’ benefit from a more

efﬁcie&i&@gve supply chain®.
2. zmg Procurement Procedures: By building relationships with SMEs, large

rations can cut out the intermediaries. Consequently, delivery times are

export potential.

corporations can also do so by

trol can be helpful to small businesses. They

rom these practices because they increase their

Q shortened, and quality is increased. Global companies often use mediators to identify
local suppliers. In this way, the original supplier incurs an additional cost, which is

rarely beneficial .
3. Strengthening Local Distribution Networks: In addition to having local knowledge,

SMEs possess a deep understanding of domestic consumer demands and can access
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remote areas’’. Large corporations can contribute to the success of local SMEs by
contracting with them to sell and distribute their products in these markets. Moreover,
they can create new markets and strengthen their distribution networks simultaneously.
4. Improving Standards: Global companies often inquire about their suppliers'

operations, allowing them to provide transparency in the supply chain. Large

corporations can help their SME suppliers to comply with international stau@h
as ISO 14001. In addition to improving the overall quality of su[@)

corporations, such compliance can enable SMEs to compe% international

markets>, \\\
5. Improving Environmental Performance: Collec @’ES have considerable

environmental impact. However, given the v b\&: lenges with which they are

large

confronted, and the perception that theini idtial impact is not significant, it is

unlikely that environmental conce@\ﬁgure high on their business agenda. By
engaging with SMEs, assisti tg@ i

compliance, particularh(xz?g ironmental standards, large corporations can help
e

th capacity building, and aiding them with

velopment thinking into their production processes and

SMEs integrate m@y
e
operations’!. QQ

6. Provi%&yss to Financial Services: SMEs require greater access to financial

nd investment capital. Large corporations have little difficulty securing
izcab

Q le bank loans and private investments. At the same time, microfinance,
Q consisting of very small loans, tends to benefit individual entrepreneurs. SMEs fall in
between and often struggle to obtain credit and loans, so that personal savings forms

the major source of funding for most of them throughout much of the developing
world. Many financial institutions in these developing societies are reluctant to fund

SMEs because of perceived risks, high transaction costs and similar challenges. Thus,
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loans to SMEs, when they can obtain them, tend to carry higher interest rates and
shorter pay-back times. However, things may be changing. Many large banks are now

partnering with development agencies and NGOs to serve the SME market’?.

2.1.14 Problems Impeding the Development of SMEs in Nigeria

There is widespread knowledge that SMEs face structural difficulties, prg E%’or
. The

limitations and can promote economic growth and development if faced \%

following are some of the primary challenges facing SMEs in Nigeria: %

/\\\\

The personal savings of their owners generally fund SMEs. %@ poverty level in Nigeria

Inadequate Funding

and other Less Developed Countries, and consequen )% level of savings, make this
funding source inactive for establishing, growin veloping new and existing SMEs.

ﬁq—sized businesses in Nigeria start with

Perhaps therefore so many small and

insufficient funding and then preparetQ s whn if they do not receive external funds from

the government or financial j s@ An author argues that small business owners'
N\

unpreparedness in terms ©f before starting their businesses contributes to their

untimely failure®!. QQ

Nigerian SMKrngyally poor in the capital, resulting in their inability to raise capital on

the capt due to the requirements for registering as a Limited Liability Company,

whiéh % ite restrictive®”. SMEs face difficulties getting credit from banks and other
f&ial institutions because of insufficient collateral. In addition to not being able to access
banks and established schemes like SMIEIS, NEPAD, ACA, and AGOA, SMEs are also
unable to raise the necessary equity contribution (a maximum of N500 million, exclusive of

land and working capital), which is very high. There is also the issue of an inadequately

prepared proposal, a preliminary feasibility study, and an inadequate succession plan in case
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the business owner leaves the company®’. According to this study, financing is the most
inhibiting factor for SMEs' growth and survival, contributing to Nigeria's economic growth in

goods and services produced.

Inadequate Infrastructural Facilities

SMEs in Nigeria has long been hindered by inefficient and costly communicatio %&,
crumbling roads, unstable and unreliable electricity supplies and deteriorating inffastfucture,
among others. As an alternative power supply source, almost every SME %\ng in Nigeria
operates a power generating plant. These plants are often expepSiye ¥ Acquire, maintain,
sustain, and manage. The result is a rise in production cos er prices for products,
which are becoming increasingly uncompetitive co to/imported versions. Nigeria's
manufacturing and processing industry costs «be n 5% and 20% to set up basic
infrastructural amenities®. This cost will b?ﬁ@@cantly higher today, considering the rapid
inflation rate in the economy.

Low-Capacity Utilisation §

The poor quality and exorbjtan es of SME products continuously impede the demand for
e
these products. The has been poor returns on investment due to low sales and profits.

Most of the N@ Es operated between 30% and 35% of their capacity between 1995

and 1996 tle increase in sales and profits®. In the manufacturing sector, low-capacity

utili 1% directly correlated to poor power supply and lack of adequate infrastructure.
Poor Planning and Management

Plan, coordinate, organise, and control an organisation's human and natural resources to attain
its objectives®. People are therefore involved in the process of achieving objectives

appropriately and efficiently. An analysis of small businesses operating in low-income
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countries revealed that owners often work alone without consulting professionals. As a result,
the organisation has been incompetent, inefficient, and wasteful of resources, with
management requiring planning®’. Most SMEs start businesses without the proper feasibility
study on the project or business®. A lack of relevant and appropriate information or data

relating to proposed business ventures has been cited as one of Nigeria's real estate planning

and management problems. :\§\
Poor Education and Experience %\

SMEs face several problems related to poor planning and man@ and poor business

skills in Nigeria®. Due to these reasons, emerging new iss (_@ pioneering, innovative,
dynamic, vibrant, and entrepreneurship skills. A n% th is therefore rooted in its

human resources. A nation's wealth is determin by its human resources. Natural

resources and capital are inert factors o?@qctlon. Human being is the active agent
responsible for accumulating capital pgj.t'y natural resources, and establishing a society,
economy, and political organis(z/ propels national development”. Without a doubt, a
country that cannot build t es}ﬂb and knowledge of its citizens and use them effectively in
the economy can ne eloI:; anything else. Formal education is the only way to build and

develop the r&&; ills, expertise, and competence required for the growth and

developme MEs in Nigeria and other less developed countries®'.

©
I%/Iaterial Management and Choice of Appropriate Technology
These are fundamental for growing and developing any large or small business. Concerning
small enterprises, the main problem is the lack of superior raw materials and their
organisation at the right time and price®?. The bulk of these products is imported rather than

produced in Nigeria. The nonexistence of uniformity or standardisation in domestic or locally
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made goods is another general assessment of them. If the raw material quality varies from
article to article, classification, categorisation, cataloguing, and comparison are not possible
or practicable. The procurement, maintenance, conservation, and storage of materials present
a challenge to SMEs in agro-allied industries.

In addition, appropriate expertise and technical knowledge must be selected to produce
superior quality and common goods that can compete with international count %@M
meet domestic and foreign needs®. It is difficult for most SMEs to market, adfertie, And sell
their products. Market size and availability are significant factors affectm@expansmn A

significant setback is the inability to locate such multi-store outletﬁ and internationally.

Due to the cost of advertising, promotion, branding, and ¢ {%@

and inadequate marketing skills. %
Inadequate Conducive and Enabling Env@e

In addition to being inconsistent, thg fi Nd monetary policies adopted by the Federal

eir low-quality output

Government of Nigeria are unpgedi and conflicting®®. As a result, Nigeria is becoming a
dumping ground for prodycts foreign countries, resulting in numerous problems for
domestic investors. Q cas;s, this is due to state and local government agencies imposing
unlawful taxe en(e@lse development tax, registration tax, business premise tax, sanitation
fees, si ees, and stickers). Consequently, SMEs in Nigeria face high operational
cost %Vourable business environments.

2.1.15 Financial Sector’s Efforts towards Promoting SMEs

Nigeria has an extensive financial sector. The Banker's Committee in Nigeria intervened on
19th June 2001 with the Small and Medium Industries Equity Investment Scheme (SMIEIS)

scheme. In their view, this was in response to the concerns of the former president of Nigeria
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(Olusegun Obasanjo) and policy measures to promote the industrialization of SMEs along
with economic development and job creation. Nigerian banks were required to save 10% of
their profit before tax (PBT) for equity investments in SMEs as part of the scheme. In
addition to helping start-up new feasible small businesses, the scheme aims to develop
domestic technology, encourage entrepreneurship among indigenous people, and create

employment opportunities.

Bankers Committee may make the fund available for projects in the e@ of the
%ﬂ

Nigerian economy, which include agriculture, information technolo xt munication,
W1

manufacturing, educational establishment, services (directly ass K& h manufacturing in
the real sector or to improve production) tourism and co ' ?In addition to any other

activity, the Committee decides from time to time % a single source, in order to be
i

eligible for the scheme, an enterprise must x n any of the activities mentioned
0

above, have a minimum asset base of N@k
t

have several employees for the fi

and Allied Matters Act (199 \%hng annual reports and audited financial statements,
u

stipulate that the enterpri st Be registered as a limited liability company.

N

In addition, the eQJ must act in accordance with all relevant tax laws and regulations

apart from land and working capital, and

han ten and not more than 300°*, Companies

and pr0V1d s to the appropriate authorities. Investments must be exited within three
years. A %ma tely 80 banks had put aside about N13.07 billion by February 2003, with 28
%Qestmg around N2.87 billion on 67 investments in 47 SMEs®>. The scheme has been
investing over N43 billion since 2006, with 10% and 30% of investments respectively>®.
Analysts note that this trend goes against the scheme's purpose, quenching the initial interest
it prompted in the first place. The highest rate is 30%, according to the committee. Although
many banks have claimed to have significantly benefited the SME sector, a glance at the
records clearly shows them to have imposed severe conditions that make it extraordinarily
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difficult for SMEs to access their funds®. One of the 21 banks with massive funds for SMEs
is First Bank, with a payout of 65.54% of N3 billion set aside for SMEs in the previous

financial year ended March 2005.

As a result, most other banks have been unwilling to participate, resulting in its collapse.
SMEs in Nigeria were interviewed in 2005, and most agreed that the biggest challenge to
operating a business in Nigeria is the high cost of capital®’. The SMIEIS, they ass &e\re
idle fantasies since obtaining funds from banks to finance SMEs is like a camel

\

through the eye of a needle. Analysts have accused the project's founders® of failing to
Director and Chief

consider the Nigerian society's artistic nature and environment. &n
Executive Officer of Spring Bank Plc, Mike Chukwu, said, he S is different from most
other SME financing arrangements because it is m@{ fund. Consequently, there are

environmental, racial, cultural, and social conc&

In addition, the bank's message to ent@\}x\rs is to let our bank become part of the

company ownership. Well-establi mpanies often have cultural problems that affect
u s

their owners. In Nigeria, mostsK/ owners are sole proprietors. Co-ownership constitutes

a better business mod timuing education is necessary to educate the public about co-
ownership's beneQ e bank executives have been misleading SMEs since the bank
consolidati@gmam was completed by claiming that the emergence of megabanks makes it
harder to and advance money, illustrating their lack of support for the goals of SMIEIS.

should be investigated by the Banker's Committee when they meet next.

2.1.16 Roles of SMEs in Nigeria’s Economic Growth and Development

The conclusion has been drawn on SME:s is that if sufficiently financed and developed, they

can contribute to rural development and economic growth”. Likely, these roles and functions
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do not differ noticeably in Nigeria, apart from differences in scope and input.
Macroeconomic policymakers and economic planners in the nation perform these functions
to varying degrees and degrees of readiness. The role played by SMEs throughout the world
has yet to be accurately assessed based on sufficient information. Although inadequate
analytical statistics provide some insights into their contribution to economic growth,
findings from previous studies can provide some information, as can authorise N@k,
periodicals, magazines, and newspapers. A CBN report states that since the 197 e Less
Developed Countries have become increasingly interested in supporti growth and

development of SMEs for three reasons: \&\ \

1. Previous industrial policies have not successfully crzgse sustained growth.

2. SMEs are increasingly promoting self-relian@

development. Q
3. A more significant concern is \&g rural-urban migration and urban-rural
investment disparities. QJ

Researchers predict that the ragid of SMEs will contribute significantly to a wide

ns for economic growth and

range of development obje ti\%cluding rural development, efficient use of local resources,
employment genera@evelgpment of domestic technology, mobilising local funds for
investments, g@n resource development. Of the functions of local entrepreneurs and
equitable ution of income®. In a nation's industrialisation phase, it is common
kno@e hat the organisation of firms and industries around SMEs is a transitional phase.
Th% an intermediate phase between the prevalence of SMEs in large-scale industries.

If this is the case, it must follow that once a definite stage of industrial growth and
development has been attained, the comparative significance of SMEs undertaking would

reduce. Even in highly industrialised economies, SMEs have performed essential functions
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and continue to do so. As a result of the following factors, according to a CBN report from
2006, SME:s are vital for universal economic growth and development.

1. To create considerable indigenous entrepreneurship.

2. To ease efficient mobilisation of domestic resources such as domestic raw materials,

capital, labour and technology.

3. To decrease regional differences, brain drain, as well as rural-urban migrati \§\
More importantly, it is argued that the growth and development of SMEs wi%%te to
achieving economic independence, growth, and development, which will\Stgtificantly affect
rural development®®. As a result of macroeconomic policy makers' &sﬁsg favouritism for
urban areas at the expense of rural areas, many less deyv, (e?)ountries in Africa have

tended to have a dualistic structure in the past. SMEs ed to be primarily located in
rural areas near their raw materials to promote de@tion and growth and prevent urban

migration and the resulting challenges o@ercrowding. A study on SMEs in Nigeria

conducted by a researcher shows that.mo Es are in commercial cities, with service and
distribution businesses domi i% ertain factors within a particular sector of the

economy may contribute to,the alence of SMEs within that sector. These factors include:

e
1. Minimum te ng 1s necessary for that enterprise.

2. Wouk@ipreneurs are unaware of the managerial knowledge and experience

e
Qo »capital resources are needed for establishing such a business ventures.
2.1.17 Contextualizing Main Sources of Financing SMES in Nigeria

One cannot overemphasize the importance of business organization. Financing for small
businesses is challenging, particularly for SMEs. To meet their asset expansion needs, they
must obtain funds from every source available. A researcher reported that government
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policies in Nigeria favour the formal sector over the informal sector®>. Several informal
financial institutions, including money lenders, landlords, credit and savings cooperative
societies, friends and relatives, and formal financial institutions, such as commercial banks,
merchant banks, development banks, and insurance companies, are significantly

disadvantageous to SMEs in Nigeria.

The banking industry's core is the commercial bank, but merchant and develo %S
also provide formal sources of finance to SMEs. In addition to collecti ecuring
ansfer funds.

ts a
Financial institutions have failed to perform their financial mter& on ‘function for several

N

1. Insufficient investments in building and secyf national savings base
A

deposits, banks provide credit to the economy and facilitate paymxfIJ

reasons’

2. impeded by bureaucratic barriers to fi in all and medium-sized enterprises

3. due to an inability to establish po@ ationships between lenders and borrowers

4. there is no risk-sharing Q

They are responsible for redu&éﬁ@ gap between supply (the money deposited and available

for investment) and d *\(the money needed for investment) between idle money and
productive invest Alternatively, banks provide loans in the form of term loans or
overdrafts. S&lly, overdrafts are designed to provide temporary working capital for a
short pe nd should not be used for long-term investments. A study conducted by an
und that 68.82 percent of SMIEIS fund investments were directed towards real
estate, while only 31.18 percent went to service-related investments®,
There is a sharp reversal of the initial trend recorded under the scheme. As per the bankers'
committee, 60, 30, and 10 percent of banks' funds will go to the core sector, services and
microenterprises, respectively. In an analysis of the geographical composition of the SMIEIS
fund, an author reports that Lagos is home to 56.63 percent of the fund's assets. According to

64



an expert, venture capitalists prefer stable enterprises snowballing as opposed to startups and

survivors!?2, Despite this, methods of financing remain crucial to SMEs' success.

2.1.18 Financing Options of SMEs in Nigeria

For SMEs, debt and equity are the primary sources of financing. Firms' capital va\

reflect their long-term funds' sources, including long-term debt-debentures, preft e%\res,
and equity. It is more likely to be plausible to take advantage of lower cost d funds if
there is a high return on investment. A combination of external funds earns a
much higher return than the external fund. A practical 1nterrr@) erspectlve is offered
here, in addition to two opposing theoretical viewpoints. vdrage is a significant variable

that benefits an operating business firm, the net i @proach accepts it as a continuous

variable. Therefore, it assumes that financia s have an essential effect on a firm's

value, Q

Alternatively, the net operating i m%school assumes that the costs of equity increase

linearly with leverage. The e firm's valuation is not affected by the financing
decision. Modigliani \Al{er (MM) are well-known for this approach. A debt-financed
firm is rare in t& ess world, but it is possible to have an all-equity company. As
leverage in &\ the cost of capital declines until there is a point at which the firm's value

will be al. Equity (owner's capital) is essential to the financial structure composition.

irms often struggle to market long-term debt and equity issues. Larger firms have
more potential financing media. Accordingly, size may be necessary for three reasons: (i)
determining access to the capital market; (ii) impacting a firm's credit rating; and (iii)
impacting the cost of borrowing. The formal sector mainly consists of large firms, whereas

small-scale enterprises dominate the informal sector.
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2.1.18.1 Debt Sources of Finance

A business's debt (formal and informal) is money borrowed from external sources and a debt
instrument with a maturity date when the capital is to be repaid together with interest. There
are several traditional sources of debt financing for SMEs in Nigeria, including those offered
by commercial and development banks; national agencies established to assist SMEs, such as
Export Stimulation Loans (ESL) of the Central Bank of Nigeria, the National Dj k\of
Employment (NDE), National Poverty Eradication Programme (NAPEP)«ahd erative
credit societies. As a whole, -enterprises are considered more indigenous informal than
SMESs and thus may not be able to access traditional funding {éi &Es rely more on

informal debt sources than formal sources, such as friends€c susu and money lenders,

which may account for over 60% of total owners' ca&
2.1.18.2 Owner’s Capital / Equit S’\es of Finance

Equity refers to an owner's inve{‘;‘@ the business as capital. The ability to retain profits
through an operation ma@
e

e
tional expenses. According to finance theory, external funds

n owner's equity capital. Take-off capital is essential for

meeting capital and
should only b@ by profitable businesses with a higher rate of return on investment.

This une ituation exposed the company to high financial risks, high-interest

pay@, other strains as borrowed funds were neither the bulk of the initial capital nor

S

amounts of capital are owned by businesses, especially industrial enterprises, causing them to

e percentage of the total capital. Therefore, the current situation, where minimum

rely mostly on external funding sources, is unsatisfactory.
Additionally, promoters' challenges have been aggravated by investors' scepticism about the

viability of such businesses due to their high credit risk. Due to the expansion of SMEs, their
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assets are spread over a wider area, causing their capital requirements to exceed the
entrepreneur's resources. A viable option might then be to borrow funds from external
sources. As the business develops, it can meet the demands of external funding sources and
fulfil its obligations. It may remain a mirage that external fund providers display altruistic

behaviour. For developing countries, including Nigeria, SMEs will have the most significant

impact if existing equity sources are improved or alternative equity sources that c@\o
the informal "culture". < <</

%\

Government efforts at improving SME capital bases thr @ng specialized financial

2.1.18.3 Funds from Specialized Financial Institution

institutions and specific directives from these firms cMhas the Central Bank of Nigeria

(CBN), should be recognized. Nongovernme h@ izations (NGOs) also finance the
informal sector, especially SMEs. Recent % by the government include:

1. In 2001, the former NIDB Qrmed into the Bank of Industry (BOI), and the
National Economic Re@hlon Fund (NERFUND) was merged with the new
institution.

2. Aspart o nt efforts to address the financing needs of micro-entrepreneurs,
the F idemment launched a microfinance policy in December 2005.

3. rnment recognized the need to improve the equity capital of SMEs by

Qtablishing the SMEEIS in 2001. With SMEEIS, it is possible to access a cheap

Q source of funds. Participating banks pool their funds to accomplish the following
objectives:

4. They facilitate the flow of funds to establish new and viable small and medium

industrial (SMI) projects.
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5. It stimulates economic growth through local technology development for capable and
suitable Nigerians.

6. It creates jobs.

7. Entrepreneurs' burden of interest and other financial charges is eliminated or reduced.

8. The organization provides financial, advisory, technical, and managerial support.

9. Consulting with the entrepreneurs; and \§\

10. By promoting output growth, income redistribution, and productivity 6t ifeghediate
goods, inter-and intra-industrial connections can be strengthened. %

In Nigeria, SMEs face a dearth of long-term finances. Through t}@qe,\this issue will be

addressed. The scheme will take advantage of commercial b c-‘Dpercen‘[ profit before tax
to fund SMEs, not in the trading sector, which will be u\% p-start the real sector of the
economy. The scheme covered the se r% agro-allied, information and
telecommunications, manufacturing, educd@i\ourism, solid minerals, and construction.
According to the agreement, a firm n(&fy for equity funding if it registers with the
Corporate Affairs Commissiongan lies with all the Companies as Allied Matter Act
(1990) provisions and tax lgws egulations. In equity investments, participating banks can
invest in eligible ir@ es. ‘quity investments may form new cash injections and debt

conversion fr Sa@lpating banks. Aside from the scheme arrangement, eligible firms

could als ns from banks and equity investments outside of it.

2.1. QA Finance from Venture Capitalist

Venture capitalists provide financing for start-ups, expansions of existing companies, and
bailouts for struggling businesses. Investing in a company through venture capital can
involve the venture capitalist acquiring an equity stake in the company. A venture capital
investment is not secured, thereby exposing it to high risks of business failure, just like any
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other investor. By selling their investments or gaining floatation on the stock market, venture
capitalists can contribute to a company's success. Venture capitalists enjoy the right to
manage projects/businesses and be involved in the company's business decisions. In venture
capital and SMEEIS, redemption rights are often exercised by reacquiring shares. There is

also the option of phasing in redemption. Another is through a planned or phased exit or by

listing on a stock exchange over a while. ®\
A business angel is another financing method which involves a success mogul
mentoring a prospective entrepreneur in the area of his or her businesS\interest. Due to
monetizing the (original) idea or patent, business angel financi @ %oth parties. After
the business is floated on the stock exchange, the capital pr¢vi ps the benefits of capital
gains. Conversely, the business reaps the benefits of e '%ns. By and large, it appears that
the banking sector underserves the needs of % n though it is the largest and most
important source of external financing. Sﬁ ave alternative sources of financing. A study

found that small businesses borro rces other than banks, such as internal funds

(savings, retained earnings, fam@@ork) since they cannot produce the collateral required

by commercial bankslo“%r{ SEAN countries, the informal sector is SMEs' primary

source of credit. @1

Approxima &N\-SO% of the funds SMEs need in Viet Nam come from the informal sector,
compare Q%% from the formal sector. In Cambodia and Lao PDR, family and friends
imary funding source because they provide the cheapest funds compared to banks
and money lenders. The latter, not licensed entities, charge an exorbitant rate of up to 20%
per cent monthly for unsecured loans'®. The organization of small business owners into
cooperatives, known as "Esusu" in Nigeria, is common practice. In most cases, Esusu
members contribute a fixed amount daily, weekly, or monthly for their business or personal
projects to be pulled and collected!?’.
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Research shows that bank overdrafts and short-term loans are the predominant credit options
for SMEs in Nigeria (asset-based loans)!%®. Overdrafts are used by almost every company to
navigate through their business cycles!?. There are three reasons why banks prefer overdrafts
and short-term loans: (i) they can easily be rolled over, (ii) they are quickly repaid, and (iii)
they are fully collateralized. Long-term investments are always financed by overdrafts, which
must be fully collateralized. Furthermore, like short-term bank loans, their avera \%Est
rate is 23.5 percent. Most firms pay over 5% more interest on overdrafts th, firms.
Thus, the differential in interest rates reflects the risk premium, not @ the cost of

administering small loans!!?. The report indicates that access to@ Ort-term loans and

overdrafts is severely limited!!". <& )

Approximately 70 percent of respondents in a surve d in Nigeria by USAID (2005)
8%

were required to place collateral in the form af ), buildings (31%), fixed assets,
such as machinery (35%) and other asset, '(& 112> Many Nigerian SMEs rely on trade credit
for external financing. Suppliers an%%(ers may grant this type of credit to companies.
Due to a lack of confidence i egal system, trade credit is extended only to the most
valued and trusted custow&lf. onversely, trade financing/credit is more prevalent in the

ASEAN and Jap 13. 10-14 percent of ASEAN financial institutions offer trade
i

financing. IndQuntri€s with weak lending infrastructure'!*. Reports indicate that firms

support% wth in China, a country with a relatively underdeveloped formal financial

utilizing credit financing''.

A researcher posits that trade credit will work well for funding opaque informational SMEs!'.

Furthermore, industrial growth rates in countries with weaker financial institutions tend to be
associated with a greater dependency on trade credit financing''®. It also agrees with a survey
in which 75-80% of Nigerian respondents reported giving or/ receiving trade credit!''?. Trade
credit is a profitable lending technology with an annual interest rate of about 12-24%. Still,
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because suppliers and companies do not give trade credit to their clients, one major fear is the

distrust of the legal and judiciary system.

In the global market, leasing is another service widely used by SMEs, although the absence
of leasing laws constrains its development in Nigeria!!”. Leases are loans on fixed assets, also

known as "ijarah" in the Islamic banking system!!®

. Financial institutions in Australia use two
types of ljarah contracts''’. [jarah, or valid lease, refers to an exchange transacti \aich

a known benefit arising from a specified asset is extended in exchange for \ , but the
$

asset is not transferred. In addition, there is the ijarah wa igtima (higm asing or leasing

and owning). Leases of this nature result in the lessee's economi ‘Q\and\ownership from a
higher purchase. Leases have great potential to address the@Sh of medium to long-term
finance in Nigeria, especially for SMEs, but the industiy s S8l underdeveloped!!°.

This is also the same in China where leasin %pgs and other non-financial companies™
total asset account for around 1 percent Q\;L%mancial sector assets’. Although leasing can
reduce risk effectively for credit i tl%ns, but their growth is majorly hampered by various
factors, including the lack of % t legal framework for leasing transactions; widespread
problems of contract@&cement; difficulties in repossessing lease equipment from

defaulters, and a 1<ck mestic long-term funds to finance leasing!!?!17,

2.2 : %ﬁcal Review

2.% Credit Access Theory

An author postulated the credit theory, and they provided a framework for analyzing financial
market inefficiencies?s. Developing countries' financial markets suffer from information
asymmetry. It is not just the interest they receive on loans that motivate financial institutions

to lend to economic agents, but also the risks that come with them. In general, banks screen
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and monitor borrowers better than other investors. Their expertise lies in gathering private
information and managing it. Banks can access highly strategic information on firms' receipts
and expenditures and how firms develop through managing their money and deposit
accounts®’. The relationship between banks and firms, however, is not perfect. Information

asymmetries exist among banks, preventing the evolution of prices (interest rates) from

clearing the credit market. :\V\

one report, banks still ration credit if they require collateral?S. In ger&l -tisk borrowers
e lt\1

expect a lower return on their investments. Therefore, they ar Q\Q y than high-risk

borrowers on average after a specific time. Thus, mortgég wers who are low risk

cannot offer higher collateral. The same effect as an in in interest rates may result from

increasing collateral requirements. In contrast, agn aythpr* argues that banks offer loans only if

interest rates and collateral requirement }e\%jsted simultaneously'?’. A combination of
gﬂg/s prevents credit rationing'?!.

interest rates and collateral requirem%
The most exciting form of cr@;ng, according to this theory, is equilibrium rationing.

It is no longer critica nsumers to compete for credit. Banks ration credit based on
publicly available@tlon, and the supply of loans at specific market interest rates exceed
demand. Fi x{ institutions often ration credit because they cannot discriminate among
borrowe screening these borrowers is too expensive?. According to the study, credit

occurs when all borrowers pay the same rate. Unfortunately, neither of these
assumptions holds in the real world. It is usually possible for a bank to identify its borrowers

to some degree.
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2.2.2 The Theory of Financial Intermediation

A theory of financial intermediation argues that current theories of the economic role of
financial intermediaries are based on the economics of imperfect information, which arose in
the 1970s1227123°124 Dye to an information asymmetry between borrowers and lenders, financial
intermediaries exist to reduce information and transaction costs. As a result, financial

RC) E

§iderable

intermediaries contribute to the efficient functioning of markets, and any ch the

amount of credit channelled through those intermediaries can :

macroeconomic implications!'?3.

\

There are two strands in the literature that formally explai(_t\g%xistence of financial
intermediaries. Financial intermediaries provide liqui(%/ e first strand. Further, the
second strand of this research examines financial @o&haries’ ability to transform asset
risk characteristics. Financial intermediation_tan“s€duce the cost of channelling funds
between lenders and borrowers, resung\J@ a more efficient allocation of resources.
Researchers examined the provisi %uidity and the transformation of illiquid assets into
liquid assets by banks!?*, A% report indicates that depositors are risk-averse and
uncertain about when Nl-be able to meet their future needs!?. Banks can enhance their

performance in a <o®tive market by sharing risks among agents who need to consume at

different tir@\

Co ﬁthe non-intermediated case, an intermediary investor offers a higher early
(w%'nption payoff and a lower late consumption payoff. The illustration below illustrates
the best insurance contract in'?®. A demand deposit contract is used as the financial model.
This does not solve the problem since all depositors’ panic and withdraw immediately,
including those who would prefer to leave their deposits in the bank if they did not have to

worry about failing.
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Financial intermediaries play a crucial role in the modern theory of financial intermediation
because market imperfections prevent investors and savers from trading directly with one
another. There is an information asymmetry between savers and investors, which is the most
critical market imperfection. Financial intermediaries should not be allowed to act as agents
and delegated monitors to ensure the sustainability of financial intermediation. "Banks

function as agents and delegated monitors between ultimate savers and 1nvestors124®
2.2.3 Neoclassical Theory \\%

\
Neoclassical growth theory explains how a steady economg \{1 rate results from the

combination of labour, capital, and technology. The\% dels of long-run economic

growth were developed and introduced by Robert,S Trevor Swan in 1956'?7. In 1957,
Solow incorporated technology change 1| &Qe model, which accounted for random

population growth!?’. A neo-classical thgory>Semphasizes the relative ease of substituting

factors of production (labour, ¢ % d, and other essentials), which allows the economy

to achieve steady-state gro&i portionate increase in all actual variables). As a result of
e

capital accumulatio ulation growth, and technological progress, neo-classical theory

predicts that a etiff¥e economy will reach long-term equilibrium.

The natu arranted growth rates are equal because factor prices are flexible and
repl %mong possible factors in such a model. According to one author, Nigeria's
@1 resources, openness, and macroeconomic risks, such as inflation and exchange rates,
significantly influence investment inflow8. Labour and capital in the production function

affect short-term equilibrium, according to the theory. Technology also significantly impacts

an economy, and economic growth cannot continue without technological advances. In
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contrast, the neoclassical growth theory clarifies that temporary equilibrium is distinct from
long-term equilibrium, which does not depend on these factors.

Evidence around the world indicates that small scale enterprises provide an effective means
of stimulating indigenous entrepreneurship, enhancing greater employment opportunities per
unit of capital invested and aiding the development of local technology?®®. Through their wide

dispersal, they provide an effective means of mitigating rural-urban migration @?&e

utilization. Furthermore, by producing intermediate products for use in large s€al rises,

SMEs contribute to the strengthening of industrial linkages. These ex@ﬁhe increased

interest which developing countries have shown in the promoti@&g \ince the 1970s%.
According to this growth theory, economic growth deper@t

Additionally, the capital-labour relationship @n economy's output. As a result,
C

al accumulation in an

economy and how it is utilised.

tivity and output capability. Existing credit

technology is thought to increase labou@
schemes have limitedly impacted g and sustainable growth for SMEs. Banks are

either directly or indirectly assosy %ith these schemes. The banks remain the most known
formal source of finance %n‘e rises due to their nature and position within the economy?%.

Despite 85% of Nj s having access to banks, most did not get credit, according to a
2001 World Bs\k;(v

industri However, they contribute only one percent to the nation's GDP, compared to

I, Thailand, and India, where SMEs contribute nearly 40% to GDP.

ey. On a numerical basis, SMEs comprise about 90% of Nigeria's

A failure to provide financing to SMEs led to the creation of the Bankers' Committee by the
Central Bank of Nigeria (CBN), whose objective was to bind the banking industry to provide
financial and other ancillary support to the sub-sector via the equity participation scheme.
Furthermore, the output of an economy is determined by the relationship between capital and
labour. Technology also can increase productivity. Neoclassical growth theory uses the

75



production function to measure economic growth and equilibrium. That function is Y = AF

(K, L).

e Y denotes an economy's gross domestic product (GDP)
e K represents its share of capital

e L describes the amount of unskilled labor in an economy

e A represents a determinant level of technology (é&\t

However, because of the relationship between labor and technol conomy's
production function is often re-written as Y = F (K, AL). An eco 'S @uilibrium can be
determined by increasing one of these inputs. Unskilled labo ital have fewer returns

on an economy if the three factors of neoclassical growtb&@ re not equal. As a result, an

increase in either of these inputs has exponentiall % ing returns. The contribution of

technology to growth and output, however, @e .
2.3 Review of Empirical St@x

Studies have examine %lc or importance of MFB credit in the growth of small-scale
businesses across @t countries. A review of past empirical studies on the subject under

discourse reempt a review since Nigeria's SMEs contribute annually to its GDP. A

researclr%amined the role of microfinance banks in the development of SMEs in

*. A structured questionnaire was administered to 100 SMEs and 80 MFB operators,
totalling 180 respondents. OLS multiple regression techniques were used to analyze data
collected from interviews and questionnaires. In Nigeria, microfinance appears to contribute

to the growth of small and medium-sized enterprises (SMEs).
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Furthermore, the growth and performance level of the SMEs depends mainly on the activities
of SMEs operating in that vicinity. Instead of examining actual effects covering the
grassroots can be seen in a report where a researcher examined the performance of
Microfinance Institutions (MFIS) in Lagos State, based on the development of small and
medium scale industry'?®. He used structured questionnaires to collect data from study

participants'?®, According to the research findings, microfinance has contribu@e

success of small-scale industries in Lagos state. An author used a large amfle,%ize to

evaluate whether microfinance banks have helped finance small and @n enterprises
(SMEs) in Nigeria'®. This study confirms notable research@q’r}g that access to

microfinance enhances the growth of SMEs in Nigeria. <& )

An author towed the same line as the earlier stu % found that the microfinance

operation131 accounted for 71.7% of the chaggeN\in Es and Nigerian development. As

reported by USAID, most SMEs whose @ ere targeted by venture capital projects in
uc

Kenya in the 1980s did not desire t% eir debts in exchange for partial ownership of

their companies. Many com@ﬁher were unwilling or did not have the financial

documentation needed the‘ enture capitalist to realistically assess the potential for

investment!12'132,

fund and worl(%

In this ﬁ%e company highlights the support it offers start-ups, the degree of control they

weurial capitalists play an active role in managing the firms they

, and the opportunities for exit. Exit strategies include trade sales and public

offerings (IPOs)!™. Venture capital funds are usually sourced from institutions, such as
pension funds, financial intermediaries, corporations, and government agencies. Many
venture capitalists are capable of providing a substantial amount of equity financing as well
as a wealth of knowledge. After a venture capitalist is successfully recruited, additional
funding can be secured from other sources. However, its importance, one problem faced by
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venture capital is capital gain tax'*%, Many business owners are reluctant to share their

business with venture capitalists due to the lengthy and complicated nature of the process.

Business Angels (BAs) are wealthy individuals who invest in high-growth businesses in
return for equity (i.e., the share of ownership). They are different from venture capitalists in
that they invest more in an "intuitive feeling" rather than in the precise valuation of the
company's term sheet. BAs often play essential roles in the early stages of th %\\ ife.
They are individuals with experience who have the capital to invest and seel@nities of
all kinds among newer enterprises. They also play active roles in d Velo% products and
managing the company in its early stage'®. Some BAs operate i &16 t}y, whereas others
do so as part of a network, syndicate, or investment club. e d some African countries

%formation on their operation is

host business angels, but they appear to be very few,

hardly available'?*. This is not the same in Cangdaz\whete business angels played a financing

role in more than 200,000 SMEs which it{%\l percent of the 1.36 million SMEs in 2004.

These sectors included manufact;z@wlesale, and retail. In Canada, business angels are
d

more likely to invest in SMB\/ by individuals under 40 years of age and primarily
owned by women. In \kQ’ the results indicate that firms financed by business angels are
more likely to se @nce fixed assets (62%) than working capital (44%). Thus, business
angel invesQ«arQ more likely to be interested in expansion rather than addressing cash flow
issues. more, firms financed by business angels received debt financing at relatively
l% s than other firms!3* The results of other research indicate that business angels are
associated with successful entrepreneurial firms that obtain high rates of return'3!. Although
BAs are a considerable force in funding SME development, they rarely make investments.

Because they may not be actively seeking an opportunity, they can be challenging to find.
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Typically, they emphasize their relationship with and ability to work with entrepreneurs, so
locating one may take longer than anticipated. Across developing countries, micro, small and
medium enterprises (SMEs) are turning to Microfinance Institutions (MFIs) for various
financial services. Microfinance has been regarded as one of the primary strategies to achieve

the Millennium Development Goals (MDGs), which include reducing poverty and hunger,

ensuring universal primary education, reducing child mortality, combating disea@s

malaria, and preserving the environment!'3®. Microentrepreneurs can ﬁnanc@ﬁ) come,

build assets, and reduce their vulnerability to external shocks by actlssin® sustainable

financial services'?’. The primary objective of microfinance insti@‘@\&’ls) is to provide

financial services (credit and savings) to the poor to rele i@lal constraints and help

alleviate poverty'®, \*
According to an author, providing credit to t@sewes two purposes'?®. First, as

borrowed capital is invested in small er@it often results in a significant short-term

increase in household expenditure% fare. Secondly, microenterprises credit spurs

economic growth in the info@tor by fostering increased business capitalization,
employment creation, an&o‘n -term income growth. In their collective effort, some
researchers soug ine the relevance of micro-financing of small businesses in
Nigeria'4. D&%l ical method chosen was the ordinary least squares method, and the
nature 0@ is time-series extracted from Nigerian-based MFBs and the Central Bank of

: everal factors negatively impact small business growth: inflation, interest rates, the

sectdfal distribution of microloans in Nigeria, and the gestation period for small loans.

Further study on MFBs' impact on growth was mentioned by an author, who relied on
secondary data and advanced time-series econometrics techniques to investigate the impact of
MFBs on economic growth in Nigeria'*!. The co-integration test results suggest a long-run
relationship between microfinance bank loans, investment, and economic growth in Nigeria.
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Due to available econometric evidence, the study concluded that the activities of MFBs can
influence the entire economy if it is well coordinated. On the other hand, a researcher's
findings differed from an author's findings, stating that the growth of MFB credit and

investment growth is negatively related to growth in Nigeria'4!-142,

2.3.1 Microfinance and SMEs ®

Previous studies have acknowledged the importance of finance or credit@expansion of
SMEs and, thus, to enable the poor to venture into producti@vﬁrises. Before the
emergence of microfinance, the poor or low-income housezg%cﬁa)e mainly relied on other

sources of credit, including informal sources'** 1‘%&

studies have shown that the marginalised, espea% ose whom commercial banks often

, a considerable number of

reject, depended mainly on informal fin rces including, family, relatives, friends

(based on; a reciprocal lending co§t&31 epitome of informal insurance and, without

interest), landlords and money n%
arrangement between th@vnd the borrowers and, the repayment is usually based on
e

st QQ\

However, the lgngy-g mechanisms are often exploitative because the money lenders

hese lending systems usually involved an informal

employ t e excessive interest rates charged on the amount borrowed is the reason for
thiS@l ermore, poor people are compelled to accept exorbitant interest rates from these
1@5 due to their plight. Credit is usually unavailable to those who are unable to pay the
outrageous interest rates'*. These findings are consistent with a study conducted in a village
near Amritsar in the Punjab region of India on money lenders47. Similarly, Steel et al. found,

for example, in Ghana, Malawi, Nigeria, and Tanzania, that interest rates charged by the
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money lenders are 50 percentage points more than those charged by the commercial banks
(Ibid)'®.

In many cases, the usury interest rates charged by money lenders are attributed to the high
costs of doing business with the poor because the loans are small. In addition to screening,
monitoring, and enforcing loan repayments from their clients, these costs are typically
incurred by the financial institution. Singh found that annualised interest rates \g%he
commercial banks' institutions in India charged between 134 to 159 percent!4S€CA or has
argued that the exorbitant interest rates are justified because poor clients @often provide

significant assets, coupled with inefficient legal systems in de% \countries to help

providers retrieve expired loans'¥’. An author investigatecké?b) of doing business with

poor borrowers and found that the administrativi%%

amounts for loans are between fifteen to forty peree tite borrowed amount!“®,

ciated with handling small

An author, however, suggests that one m: %Q avoid high-interest charges from money
lenders is to fall on friends and neighbours!*)Although the interest rates are likely to be low
or zero, other social implicationga gations are associated with these sources of finance,
such as loss of reputati Nocial exclusion. Furthermore, money lenders in India
commonly wear the %;ndlords, hindering agricultural development in the villages'®.
The focus of ngveloping countries, including India, is to confront the exploitative
tendenc ney lenders'>®. Perhaps, mainstream banks could take advantage of the
exp@v tendency of money lenders and intercede to provide credit to the poor.

z&ding to a report, money lender landlords tend not to encourage the adoption of new
farming technologies that could increase the incomes of small and marginal farmers since this
would, in the long run, benefit the poor, thereby affecting their borrowing requirements'!.

Thus, an author concluded that money lenders would eventually be able to regulate the flow

of capital to farmers via monopolistic practices. On the other hand, it is argued that, given the
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tailor-made nature of the financial assistance provided by moneylenders, especially in
bridging the financing gap, the poor borrowers might, in effect, be excluded from the credit
markets'>2. Despite their circumstances, moneylenders provide credit to the marginalised. In
addition, previous studies have found that besides money lenders, poor people can also obtain
credit from cooperatives and investment credit societies.
N
2.4 Conceptual Framework @(,%
Table 2.1: Conceptual Framework of the Study %\

Independent Variables Depend& table

O

Microfinance Credit E@berfomance

e Management record

¢ Size of business \ e Credit Financing
2\
N\
\ \ e Profitability

e Collateral measured

e Managerial skills \/

\{ N
Source: Remo:ie{(d@uthor (adopted from 45 146)

O
QQ

The variables used in this study to examine the impact of microfinance credit on financial
performance of small and medium scale enterprises in Oyo state are summarized in Table 2.1.

It also describes the correlation between these variables in the sequence of impact evaluation.

82



The Table illustrates the various types of loans, microfinance services (loans and non-
financial products), and lending techniques used to provide these services to beneficiaries.
The terms used to obtain microfinance loans are also shown. The livelihood elements are
presented to demonstrate how the borrowers' activities improve the well-being of their

families. The outcomes of the livelihood strategy are represented by the box next to the

client's profile. \V\
The following questions were used in the study to assess the impact of mlcro®edlt on

the performance of small and medium scale enterprise: How findgcral status and
managerial records influence credit financing of small and me@ enterprises in Oyo
state? To what extent does the size of the business influe %& n financing of small and
medium scale enterprise in Oyo state? In which w llateral measures influence on
credit financing of small and medium scale ente % Oyo state? How can Managerial
skills influence credit on financing of s %ﬂedlum scale enterprises in Oyo state? The
researcher anticipated some releva ng!{erlstlcs of microfinance beneficiaries and their
activities (marked 1ntervemng@]}(es) that could influence the relationship between
livelihood outcomes and%h\ﬁnce products to provide answers to these questions. The
intervening varia gd amined to assess their effects on access to credit and financial

performance

mlcroﬁ\% chanisms.

2.5 Summary of Literature Review

to present the relationships between microfinance clients and various

This chapter reviewed literature by other scholars on microfinance credit and finance
performance on small and medium-scale enterprises in Oyo State, Nigeria. Small and

medium-sized enterprises contribute significantly to the economy despite their financial
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constraints. Small and medium-sized businesses must have access to credit in order to grow.
It is more difficult for small and new ventures to obtain financing when personal wealth is
involved. There is a need to address the agency problem and information asymmetry SMEs
face. Those excluded from the traditional banking sector and rely on the informal sector for

financial support have an alternative in microcredit.
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Chapter Three

Methodology

This chapter discusses the methods and procedures used to study the impact of Microfipance

credit and financial performance of small and medium scale enterprises in Oyo s{({ ia.
It covers the research design, the population, sample and sampling techni vahdity, and

reliability of the research instrument. The descriptive and inferentiwis ics was used for

the analysis of data collected. (\&
3.1 Research Design \&(/:

This study adopted a descriptive survey resear¢h 1gh. The researcher considered this
design most suitable for this study becau& as the potency to show the relationship
between the independent variables 'cnigl\]ce credit) and the dependent variable (SMEs
financial management). Throug(?/ gn, the researcher will have insight into the route of
the relevance (positive or&t‘u among the two variables without manipulating them.
.
S
3.2 Populatiofxf&eﬁtudy

The targ%ulation and sample design for this study consist of the 275 small and medium

rprise operators in Oyo State who have patronize microfinance for credit facilities'.
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Table 3.1 Sample Size for the Study

List of CBN Licensed Microfinance Banks in Oyo State as at October 31, 2021

S/n  Name Address State Status

1. Aibio Mfb No.l Yante Market Square, Iganna, Oyo T{;%\E

Iwajowa Local Government Council Area,

Oyo State

2. Ajewole Mfb Ilorin Road, Sabo, Ogbomosho, Oyo Stateﬂﬁ&)\ Tier 2 unit
yo

3. Apex Trust Mfb  Fmbn Building, 1, Adekunle Fajuy@
Dugbe, Ibadan, Oyo State &(/

4. Awe Mfb Awe- Iwo Road, Awe, Oy @ Oyo Tier 2 unit
a§

5. Best Star Mfb Oje Main Market, 9& , Oyo State  Oyo Tier 1 unit
6. Canaan Mtb Block D211, ]%}q Ige International Oyo Tier 1 unit

Business @ex, New Gbagi, Ibadan,
Oyo s@x

7. Caretaker Mfb %o e’s House, Caretaker District, Oyo State mfb
e
gb

8. Cintms&f&, 129 Railway Siding, Magazine Road, Oyo State mfb

Tier 1 unit

mosho, Oyo State

Jericho, Ibadan

Qi%fb Araromi Market, Agodi Gate, Ibadan, Oyo Oyo Tier 1 unit

9.

Q State

10.  Crest Mfb 43, Obafemi Awolowo Way, Opp. Oyo Tier 1 unit
National Building, Oke-Bola, Ibadan, Oyo
State

11. Custodian Mfb  Plot 1, Road 2, Owode Housing Estate, Oyo Tier 1 unit
Apata, Abeokuta Road, Ibadan, Oyo State
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12.  Ebedi Mfb

13.  Excel Mfb

14. Fcmb Mib Ltd.

15.  First Index Mfb

16.  Fuullrange
Microfinance

Bank Ltd.

17.  Good News
Mifb

18.  Grooming Mfb

19. Ifedapo Mfb

20. Ifesowapo Mfb

Oposite Aseyin Palace, Adabo Market,
Iseyin, Oyo State

Hospital Road, Sango Eruwa, Oyo State

10, Moshhod Abiola Way, Challenge,
Ibadan, Oyo State

27, Adegoke Adelabu Shopping Complex
Annex, Orita Challenge, Ibadan, Oyo State

It Floor Asabi House, 108, Adekunle
Fajuyi Way, Adamasingba, Ibadan

Council Bus Stop, Beside Aki al

Government, Moniya, Ibad@ tate
‘&Qg

98, Onile-Are Bus S Ibadan, Oyo

State \\
Aj egunle—S%gfdd, Saki, Oyo State

Saki \ [di-Emi, Sepeteri East Lga,

%%,

ho. 1, Community Bank Road, Isale Akao,

21. Igangan Mfb Q
( gangan, Ibarapa Lga, Oyo State

22, Igb
ngi—ﬂe Mib

24. llora Mfb

25. Ipapo Mfb

3, Post Office Road, Beside Igboora
Community Hall, Igboora, Oyo State

Shehu Hannafi House, Igbeti Road, Orire
Lga, Ikoyi-Ile, Oyo State

Akibo Market, Oja-Isale, Ilora, Oyo, Oyo
State

Cooperative House, Market Square, Ipapo,

Itesiwaju Lga, Oyo State

&S

Oyo

State

mitb

Oyo

Oyo

Oyo

Oyo

@ ate mfb

Tier 2 unit
State mfb

State mfb

t
\

State mfb

State mfb

State mfb

Tier 2 unit

Tier 2 unit

Tier 2 unit

Tier 2 unit

Tier 2 unit

Tier 2 unit
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26. Isale Oyo Mfb

27. IwaMib
28. Joint Farmers
Mitb

29. Kadupe Mfb
30. Kisi Mfb

31. Kopo-Kope
Mfb

32. Lafayette Mfb
33.  Mainsail Mfb
34. Multivest Mfb

35. New Era Mifb

36. Nigerian
Prisons Mfb

37. Nut
Mitb

o\

38. O td

Q

39.  Ologbon Mfb

40. Olowolagba
Mib

Sabo Market, Isale Oyo, Oyo, Oyo State
Ayetoro-Oke, Okeho, Oyo State

105, Abiodun Atiba Road, Opposite La
Town School, Oyo, Oyo State

Sango Market, Saki, Oyo State
Central Market Square, Kisi, Oyo State

3-5, Iware Road, Fiditi, Oyo, Oyo State

Oyo

Tier 2 unit

Tier 2 unit

Tier 2 unit

Tier 2 unit

e R~

2, Adekunle Fajuyi Road, Dugbe, Ibada@)\ National mfb

Oyo State

Plot

Centre,Bodija Market Ibada@ te
&2}@: Road, Ojo,

25b, Bodija Mini ing

11, Arulogun/ Army

Ibadan, Oyo State\&
Bolorunoel%a&ellLanlante Oyo State
71, % Prison Complex,
@ NQyo State

Agodi

e
Bola Teacher’s Co-Operative House

Okeb®<e
< pp. St Theresa’s College Oke- Ado,

Ibadan, Oyo State

No. 76, Akinjide Plaza,4™ Floor Adekunle
Fajuyi Road Adamasingba Mokola, Ibadan
Oyo State

Ologbonarea, Osogbo Road Ogbomoso,
Oyo State

Deborah House,
State

Sabo Ogbomoso,Oyo

\

Oyo

Oyo

Tier 1 unit

Tier 1 unit

Tier 2 unit

Tier 1 unit

Tier 1 unit

Tier 1 unit

Tier 2 unit

Tier 2 unit
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41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

53.

Onibu-Ore Mfb

Orilonse Mfb

Osanta Mfb

Poly Ibadan

Mib
Ramilowo Mfb

Randalpha

Reality Mfb

Refined
Benefits Mfb

Rolez M1b

2
%\/

Sw9/90 Dogo Bus Stop, Apata, Ibadan,
Oyo State

Sw6/249, Agbokojo Area, Iyana Idikan
Agbeni Market, Agbeni, Ibadan, Oyo State

Dudu Ojerinde House, Ajegunle, Oke
Afin, Igbho Orelope Lga, Oyo State

The Polytechnic, Ibadan Ventures, P.M.B.
22, U.I Post Office, Ibadan, Oyo State

Apinnite Area, Saki Oyo State
Ogbomoso, Oyo State

Reality House, Oladele Geo g%

Ap Filling Station, Saw@ e Road,

Ibadan, Oyo State \

2, Station Mar@, Erunmu, Egbeda
o State

Lga, Ibadal%
IV

Old O an Road,Idi-Igba, Ilpra, Oyo

Sal-Fol Mfb Q?ﬁ, Ibadan Municipal Shopping Complex,
( ank Road, Bodija-Oja Ibadan

S@

Qedvest Mifb

Unibadan Mfb

2/404 Adesoyo Agbadudu Road, Ibadan,
Oyo State

31 Obafemi Awolowo Way J. Alley Ibadan

1, Elkanemi Road University Of Ibadan,
Ibadan Oyo State

Oyo

Oyo

Oyo

Oyo

Oyo

0YO

0YO

0YO

0YO

y&ier 2 unit
Randa Area, Behinde Baptist Semin&) \

<& By Oyo

Tier 1 unit
Tier 1 unit

e

Tier 2 unit

Tier 1 unit

Tier 1 unit
Tier 2 unit

TIER 1
UNIT

STATE MFB

STATE MFB

TIER 1
UNIT

Source: Author’s Compilation 2022

3.3 Sample and Sampling Techniques

99




Multistage sampling technique will be used for the selection of participants for the study.
Random sampling was used for the selection of 275 small and medium scale customers who
have accessed loan from microfinance banks in the last two years for the study and analysis.
The small and medium scale-customers were stratified by the average size of the last loan
taken and divided into three categories: (a) Low loan volume, (b) Medium Loan volume, and
(c) High Loan volume customers. Each of the categories (a) through (c) was tr k\o
actual Naira value. Low loan volume was bench-marked at a ceiling of N5T, edium

loan volumes at a ceiling of N135, 602 and the last category at any amoun% N350, 700

N
3.4 Description of Research Instrument &(ﬁ(

The instrument that was used for data collecti n%elf-design questionnaire that was
developed by the researcher and validated b, ’ﬂ%searcher supervisor. The questionnaire is a
vital instrument for gathering data from @«Jents about their opinion, attitude, behaviours
and perception on a given pheng @ence, the questionnaire is adopted as the instrument
for this research work. T re&er distributed a questionnaire to the respondent for the
purpose of eliciting @r i‘s study. This help the researcher to analyse the respondent’s

opinion and p@ out Microfinance credit and small and medium scale enterprises in

Oyo Sta@

Theionnaire was divided in two sections. Section A solicited demographic information
(ageéy/gender, marital status, occupation and educational background) while Section B
contained questions aimed at bringing out the opinion of several respondents concerning the
study, which focuses on the public perception of Microfinance credit and financial

performance of small and medium scale enterprises in Oyo State.
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The question contained both structured and rating scale questions. “This type of rating scale
questions is often called Likert Scale (or a Likert-type scale) after Rennis Likert, who
developed the five-point response scale. This is because of the dubious privilege of the
respondents to have the time to respond to open-ended questions!. Again, respondents usually
find Likert scale questions easy to comprehend and answer, and because the scale permits
different degrees of responses, participants are not forced into absolute yes or no, %«:
choice. Their responses was used in accessing their perception about Microﬁn%%it and
financial performance of small and medium scale enterprise in Oyo State \questionnaire

was administered by two research assistants who were employed gﬁ‘séarcher.

3.5 Validity of Research Instrument %\
Research must be valid. The validity of t Maﬁve research method is measured in the
analysis and interpretation of results. Thg implication is that the researcher ensured that the

interpretation was valid by ensu ey were critically accessed and avoid prejudice

because this study emplc&dq lipdtive approach. Validity was ensured in the interpretation
e

of results. The inst Qus d was valid because it enabled the researcher to obtain quick

and accurate at& instrument made effort to contact the selected group, and the

respond ble to give the required information needed for the study's conclusion. The
nawe

que was read, corrected and validated by the project supervisor.

Q

3.6 Reliability of Research Instrument

Reliability refers to the stability, accuracy, and precision of measurement to indicate that the
research work was trustworthy. It was ensured in this study in the following ways: the

researcher ensured that most work cited are those of internationally recognized journals,
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universities and textbooks. Though some websites were consulted, knowledge was cross-
checked with other sources. Theories used was referenced from the primary sources that
propended them. In the purposive sampling of data, the researcher employed a self-service
approach because of prior knowledge of the nature of the study instead of engaging someone

whom no knowledge and biases could influence the reliability and outcome of the study. The

data collected through pilot testing of the instrument was analysed using the@&t
method and it yielded a crobach alpha of 0.78. This is reliable for the study. < <</

N

\
3.7 Administration of Research Instrument and Method of @lection
Primary data was collected using a well-structured questi at were administered by

two well-trained research assistants in the study ar%\s{ uestionnaire employed for the

primary data in this study was pilot tested to d@reliability.
3.8 Method of Data Analysis @

The data collected were anéh&s/ sing both Descriptive and inferential statistics. The
Descriptive statistics Qﬁ\d'for analyzing the demographic characteristic of respondents
while inferential @s was used to analyse items related to research questions and
hypothesis @study. Descriptive statistics like frequency count, percentage, mean, and

stan§ tion were used, while Ordinary least Square (OLS) and Multiple Linear
0

Y

Model Specification

n models used inferential statistics.

To provide the basis for answering of the research questions presented in chapter one, a

model was built on the basis of the five research questions, to examine the functional
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relationship between the primary and secondary variables. The five research questions of the
study will be tested using Non-linear Autoregressive distributed Lag (ARDL) analysis. This
would assist in establishing the contributions of each independent variable to the outcome

variables. The following model is considered:

Model

The model for this study was adopted, the following multiple linear regressi ﬁ\is
estimated: \é</

RGDPit= B0+ Bi GLPit+ BBORit + P3ASSit +uit............. %

The equation shows that: &\ \
(1) BO is the intercept. (&)

(2) vit is the error term in the equation across cm% ime t.
(3) Real GDP is measure at constant 2010, i?ti% nal dollars. In order to avoid non-
linearity problem of the regressio@onverted into the natural logarithm.

(4) Gross Loan Portfolio per- ta~¢GLP), borrowers (BOR), Assets (ASS) are

microfinance activities 1@’5

For the purpose of dy, the model is represented thus:

Thus, the moes log-linear model through log transformation as follows:

@\ B0+ BIMFBLA+ B,MFBSt+ BsINT, +Uit
%ere:
QQGDPReaI Gross Domestic Product

MFBLA=Microfinance Banks’ Loans and Advances
MFBS= Microfinance Banks’ Savings
INT = Interest Rates

Bo -Intercept of the model
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B1 B2 B3=Slopes of coefficient to be estimated
f = Functional notation
u= Stochastic error term
Estimation Techniques
A descriptive analysis was used to summarise the basic statistical features of the primary
data under consideration which include mean, median, mode, minimum, maxir%\& ues,

&

Nonlinear Autoregressive Distributed Lag \
\

standard deviation, skewness, and kurtosis.

The NARDL approach is an extended version of the A o%sive Distributed Lag
model. The NARDL model shares the same featx%he ARDL except that it
captures the unequal effects of an increase and ase in variables as both the short

term and long-term effects are calculated_uypeq . This is unlike the ARDL model in

which both the short term and long® fects between variables are the same sizes

either in reduction or in case o i%se.

Non-linear Auto reg&s; #th Distributed Lag which was used for investigating
relationship betw. ep dent and independent variables, it is a regression model with

distributed la&) main feature of the model is that they estimate long term
relation bdtween model variables and short-term dynamism of models. In addition, it
'%dentifying how much time is needed for an effect of one shock on model to be
%usted. Autoregressive Distributed lag model (ARDL) offers quite a few advantages. It
can be applied on a mix of integrated data composed of variables integrated at I (0) or 1
(1); it can handle exogenous variables and when compared to other alternative techniques,
the ARDL model performs better with small samples. Model specification with

distributed lag without considering asymmetric effects is as follows
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Aye=atpyert fxer+ _p  Dysrt Ly jAxte
where A is the first different operator, y? is the dependent variable, refers to an intercept, x¢
isa

n x 1 vector of regressors, p and B denote the long run coefficients, and are the short-run

coefficients, p and q are the lag orders of the variables and c is the error term.

To describe long term and short asymmetric relationships in standard AR@& the
general form of NARDL model is used: ®

Ay=0rtpye- B %t B- % 1 (\

+ 2Pt 0Qyir +X 9= 8 Ax Tt-j+X Fj=o O] AX 1t Er.nnnnn.,l ) %

The NARDL model is built as follows %
Where: \ Q

B* and B are the asymmetric %ﬁé‘ﬂfn parameters and xt is the vector of exogenous variables

y= Bl B + e

t= A= _ (A 0)
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Statistical Test

This criterion was guided by the principles of statistical theory and the statistical tool of
analysis such as descriptive analysis. The study employed non-linear autoregressive
distributed lag for the analysis. Also, descriptive analysis was used to summarize the basic
statistical features of the data under consideration such as mean, median, mode, minimum,

maximum values, standard deviation, skewness and kurtosis. V\

Ordinary Least Squares (OLS) regression which is also a statistical anl\t@ﬁpol that

estimates the relationship between one or more independent mriable%
variable was used to estimate the relationship among variables. F@o}e, Autoregressive

Distirbution Lag Technique (ARDL) was applied to test foré{/%(astationary time series as
well as for times series data with mixed order of inte@

A priori Expectation
A priori expectation is determined by t e(&'{c les of economic theory and refer to the

expected relationship between the %A variable and the explanatory variable(s). it is

a dependent

expected that microfinance ba@?ﬂces on poverty alleviation in Nigeria will impact

positively or negatively%nd g on the direction the Central bank takes regarding the

cconomy QJQQ
Bo# 0; B1 >®§0; B3=0

N
QQ
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Chapter Four

Results and Discussion of Findings

This chapter presents the data generated from the subjects and interpretation of the outcomes of the
statistical analysis of the data. The presentation follows the order in which the research questions
and hypotheses were arranged. All the research questions were answered, and hypo%vere
4.1 Presentation of Date %\b

4.1 Demographic Data Presentation \\ \
Table 4.1: Gender Statistics of the Respondents &(,:
AN
Gender No of Students S\ Frequency
N

Male 135 N\ 62.8%

Female 80 Q 37.2%
Total §§\ 100%
%

Source: Authors Compilation »

tested at level 0.05 level of significance.

e
As shown in Tab@S out of the total population of 215 respondents which constitute
u

62.8% of the& on are male while 80 out of the total population of 215 respondents

which 37.2% of the population are female.

NS
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Table 4.2: Age of the Respondents

Age No of Respondents Frequency

Less than 20 years 53 24.7%

21 —30 years 94 43.7%

31 —-40 years 35 16.3%

4150 years 26 12.1% V\
51 - 60 years 3 1.4% %\
Above 60 years 4 1.9% Q <</

N
Source: Authors Compilation 2022 § \

Table 4.2 shows the age distribution of the respondents. Th re\ﬂ{ six (6) age brackets
considered by the study. The most represented age brac@tudy is those between the

age of 21 — 30 years which constituted 43.7% of tlj \Latlon. This is followed by the age

bracket below 20 years (Less than 20 years) wlhich dasistituted 24.7% of the population, then

those between 31 — 40 years with a pera@opulaﬁon of 16.3%, then followed by those

between 51 — 60 years with 1.4%.%‘62& represented age bracket in the study is those

above 60 years (Above 60 yea(é/@
Table 4.3: Maritf the Respondents
A

h constituted 1.9% of the population.

Marital StQ\ No of Respondents Frequency
Sin \\\ 133 61.9%
@Q 67 31.2%
Divorced 6 2.8%
Widow/Widower 9 4.2%

Source: Authors Compilation 2022
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Table 4.3 shows the marital status of the respondents. Examining the marital status of the
respondents, analysis shows that 133 out of the 215 respondents, which constitute 61.9% of
the population, are single (not married), while 67 constituting 31.2% of the population are
married, 6 which constitute 2.8% of the population are divorced and 9 which constitute 4.2%

of the population are widowed.

Table 4.4: Education Background of the Respondents %\a

Qualification No of Respondents &W

SSCE 55 N25.6%

Trade Test 13 ( \\ 6.0%

NCE/ND 37 &V 17.2%
B.Ed/B.Sc/HND 81 %\ 37.7%

Postgraduate @ 13.5%

Source: Authors Compilation 2022 ( \\

Table 4.4 is the educational ba@of the respondents. The educational background of

the population ranges fr(@

B.Ed/B.Sc/HND hol hie 55 (25.6%) are SSCE holders, 37 (17.2%) possess NCE/ND

Postgraduate degree. 81 (37.7%) of the population are

certificate, 29 }<§%) ve postgraduate degrees and 13 (6.0%) of the population have Trade

ceﬂiﬁcz@
QQ
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Table 4.5: Nature of Business of the Respondents

Nature of Business No of Respondents Frequency

Trader 26 12.1%

Farmer 11 5.1%

Artist 18 {@
%%

Wholesale/Distributor 45 \ .

Others 115 \\ §3.5%
Va\

Source: Authors Compilation 2022 ((/ 7

Table 4.5 is the nature of business engaged by the :@knts The population comprises of

individuals with varied business interest. }"§ or business type with the highest
population of respondents is the busines{%} noted as OTHERS. This category comprises
of other businesses aside the onz . This category accounted for 115 (53.5%) of the

respondents. It is followed b sale Traders and Distributors which accounted for 45

(20.9%) of the respon A‘hm Traders accounted for 26 (12.1%) of the respondents, Artist

accounted for 18<E 8 of the respondents and Farmers accounted for 11 (5.1%) of the

respondentm\

é@esentaﬁon of Research Questions

The study provided answers to the following research questions:

Research Questions One: How does financial status and managerial records influence credit

financing of small and medium scale enterprise in Oyo State?
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A two-way between-groups multivariate analysis of variance was performed to investigate
the influence of financial status on credit financing of Small and Medium Scale Enterprises
(SMSE) in Oyo State. Result of the study as shown in Table 4.6 below indicates a
statistically significant influence [F(4, 214)=17.47, p <.0005, partial eta square=.864] of

financial status on credit financing of SMSEs in Oyo State.

O

Table 4.6: Tests of Between-Subjects Effects of the independent variables on Credit

Financing of SMEs in Oyo State

Source Type Il Sum Df Mean F Sig. Partial Eta
of Squares Square Squared

Corrected Model 8788.484* 203 43.293 12.532  .000 .996
Intercept 112821.774 1 112821.774 32658.935 .000 1.000
Size of Buss 88.768 4 22.192 6.424 .006 .700
Financial Status 241.418 4 60.355 17.471 .000 .864
Error 38.000 11 3.455

Total 277902.000 215

Corrected Total - 8826.484 214

a. R Squared = .996 (Adjusted R Squared =.916)
Source: Authors Compilation, 2022
Furtheeras conducted to show the mean distribution of the categories of financial
f the respondents. The Table 4.7 below shows the mean distribution. The financial
status of SMSEs was categorized into five groups. Those whose turnover per annum is less
than 50000, 50000 to 100000, 100000 to 150000, 150000 to 200000 and those who fall above

200000
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Table 4.7: Mean Distribution of Access to Financial Credit According to Financial Status

Financial Status Mean  Std. Error 95% Confidence Interval
Lower Upper
Bound Bound
Less than 50000/anum turnover 35.1272 202 34.683 35.570
50000 to 100000/anum turnover 35.327* 251 34.773 35.880
100000 to 150000/anum turnover 35.964* 283 35.341 36.588
150000 to 200000/anum turnover 33.529* 451 32.537 34.522
Above 200000/anum turnover 37.400° 588 36.106 38.694

Authors Compilation, 2022
The mean distribution shows that SMSE{JN\/earIy turnover of over 200000 received the
highest financial credit (M = 37.4®wed by those with yearly turnover between 100000

to 150000 (M= 35.96), then\é/&p

Surprisingly, those wi rly turnover of 150000 to 200000 reported the least credit

to 100000 (M= 35.33), less than 50000 (M= 35.12).

financing (M= 33 53)"

Researns Two: To what extent does size of the business influence credit

small and medium scale enterprise in Oyo State?

ﬁna@

1& of the study as shown in Table 4.7 above indicates size of business statistically
significantly influence [F(4, 214)=6.42, p <.0005, partial eta square=.700] of financial status
on credit financing of SMSEs in Oyo State. Further analysis was conducted to show the
distribution of mean of the categories of sizes of business and how they influenced credit

financing. The Table 4.8 shows the mean distribution.
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Table 4.8: Mean Distribution of the Access to Financial Credit According to Business Size

Size of Business Mean  Std. Error 95% Confidence Interval

Lower Bound Upper Bound

Road-Side/ Kiosk Businesses 32.380° 368 31.570 33.190
Shop Owner(Rent) 36.250* 537 35.069 37.431
Supermarket/Mini-Importation 38.4712 444 37.493 39.448
Importer/Whole-Sale Distributor 38.279* 282 37.659 38.899
Others 34.229* 176 33.841 34.617
NS
Source: Authors Compilation, 2022 Q
The mean distribution shows that owners ﬁﬁss such as supermarkets/Mini-Importation
received the highest financial it =38.47), followed by Importer/Whole-sale
Distributors (M=38.28), then ners (M=36.25) and others (M=34.23). The least

Research Qu ti@ee: In which way do collateral measures influence on credit

financing @ll and medium scale enterprise in Oyo State?

recipient of financial cred@%d—Side/Kiosk businesses (M=32.38).

T @ence of collateral measure on the credit financing of SMSEs in Oyo State was
igigated using Pearson product-moment correlation coefficient. Preliminary analyses
were performed to ensure no violation of the assumptions of normality, linearity and
homoscedasticity. Result of the analysis, as shown in Table 4.9, indicates a significant

relationship between collateral measures and access to financial credit [r=-.17, n= 215,

p<.0005].
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Table 4.9: The Influence of Managerial Skills and Collateral Measure on the Reception of

Financial Credit

Managerial Skill Credit Financing Collateral Measures

Pearson
1 .292* .031
Correlation
Managerial Skill ~ Sig. (2-
.000 .655
tailed)
N 215 215 215
Pearson
.292* 1 -.167°
Correlation
Credit Financing ~ Sig. (2-
.000 014
tailed)
N 215 215 215
Pearson
.031 -.167" 1
Correlation
Collateral
Sig. (2-
Measures .655 014
tailed)
N 215 215 215

**_ Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Source: Authors Compilation, 2022
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Research Questions Four: How can managerial skills influence credit on financing of small

and medium scale enterprise in Oyo State?

The influence of managerial skills on the credit financing of SMSEs in Oyo State was

investigated using Pearson product-moment correlation coefficient. Preliminar%\%sks

were performed to ensure no violation of the assumptions of normalitx% y and

homoscedasticity. Result of the analysis, as shown in Table 4.9, indi significant

relationship between managerial skills and access to financial credif fx=- Nn= 215, p<.0.01]

(_)
3
. %ﬁ

Hol. Financial status and managerial records doe influence credit financing of small

and medium scale enterprises in @\e

The impact of microfinance onéSﬂ Oyo State was investigated using Pearson product-
D

moment correlation coef&fb\/

microfinance in Oy eas well as impact of such program on SMSEs. Preliminary
mbﬁ

analyses were &QJ
homosce a@'

relatgenship Between collateral measures and access to financial credit [r=-.27, n= 215,

was collected from the respondents on the presence of

o ensure no violation of the assumptions of normality, linearity and

MResult of the analysis, as shown in Table 4.10, indicates a significant
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Table 4.10: Impact of Microfinance on SMSEs in Oyo State

Impact Microfinance
Pearson Correlation 1 272
Impact Sig. (2-tailed) .000
N 215 215
Pearson Correlation 27127 1
Microfinance Sig. (2-tailed) 000
N 215 215

**_ Correlation is significant at the 0.01 level (2-tailed).

Source: Authors Compilation, 2022
Finding of the study shows a stron &@)ns'hip between microfinance and successes of
SMSE:s in Oyo State. Hence, %/p theses is rejected.

Ho2. Size of the busiﬁ%ly no role in influencing of small and medium scale enterprises

in Oyo St@
A one-w n—groups multivariate analysis of variance was performed to investigate
%

the g business on the dependent variables. Finding of the study, as shown in Table
A%n icate a significant influence of the size of the business [F(1, 215)=3.35, p <.0005,

partial eta square=.015], in the effective delivery of microfinance system in Oyo State. Hence,

the hypothesis is rejected
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Table 4.11: Influence of Gender on Effective Delivery of Microfinance System

Source Type lIll Sum  Df Mean F Sig. Partial Eta
of Squares Square Squared

Corrected

136.681* 1 136.681 3.350 .069 015
Model
Intercept 254475.453 1 254475.453 6237.572 .000 967
Gender 136.681 1 136.681 3.350 .069 015
Error 8689.802 213 40.797
Total 277902.000 215
Corrected

8826.484 214
Total

a. R Squared =.015 (Adjusted R Squared = .011)
Source: Authors Compilation, 2022

Further analysis s\g@)u‘cted to examine the mean difference in male and female access to

microﬁnan@im in Oyo State as shown in Table 4.12.

& 4.12: Estimated Marginal Mean of Male and Female Access to Microfinance System

Sex Mean Std. Error 95% Confidence Interval

Lower Bound Upper Bound

Male 34.763 .550 33.679 35.847

Female 36.412 714 35.005 37.820
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Source: Authors Compilation, 2022

The result in Table 4.12 above shows that female [M= 36.41] had more access to

microfinance system than men [34.76].

Ho3. Collateral measure has no effect on influencing credit of small and % le

enterprises in Oyo State.

The finding of the study shows that microfinance system gmﬁcant role in the
'!:es

financial management of SMSEs in Oyo State. Hence, th@/

Descriptive analysis of the objects that comprls% ¢ of measurement for the role of

is is rejected.

microfinance system in the financial ma nt of SMSEs shows that the respondents
wholesomely agreed that microfinance % play no significant role. As shown in Table
4.13 below, 72.1% of the resi)gci6 ee that microfinance system monitors the business

management styles of Sl\ﬁ1 OY0 State; 63.3% of the respondents agree that microfinance

system provides gui@
Table 4.13: &S&Microﬁnance System in the Financial Management of SMSEs in Oyo

State %

e
Es on how to use their money.

OE:{“S) N No of Undecided No of Total

Disagree (%) (%) Agree (%) (%)
Monitoring of business Management 52 8 (3.7%) 158 215
style (24.2%) (72.1%) (100%)
Providing guide for the use of 57 (26.5%) 22 (10.2%) 136 215
money (63.3%) (100%)
Quarterly review report of 60 (27.9%) 24 (11.2%) 131 215
transactions (60.9%) (100%)
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Advice on the re-investment of 79 (36.7%) 7 (3.3%) 129 (60%) 215

annual turnovers (100%)

Source: Authors Compilation, 2022

Further examination of Table 4.13 shows that 60.9% o of the respondents agree that
microfinance system embarks on quarterly review of the transactions of SMSEs in 03\»&

and 60% agree that microfinance system advices SMSEs on how to re- 1nv® nnual

N

\
Ho4. Managerial skills does not have influence on credit fin G%Xmall and medium

scale enterprises There are no enforced procedural standar chent-microfinance

interaction §

The finding of the study shows that maw@{ skill does not have influence on credit

financing of SMSEs in Oyo State. Hence othesis is rejected.

Descriptive analysis of the Ob®; comprise the scale of measurement of procedural
standards put in place 1cro ance system for proper managerial skill with SMSEs in

Oyo State shows thal pondents position, as displayed in Table 4.14.

Table 4.14'(1&%&&&1211 Skills Provided by Microfinance

AN
Objectg\’ No. of Undecided No. of Agree Total (%)
QQ Disagree (%) (%) (%)
Quatferly meeting between 59 (27.5%) 17 (7.9%) 139 (64.7%) 215 (100%)

Microfinance officials and
clients

Inspection visits of 46 (21.4%) 22 (10.3%) 147 (68.3%) 215 (100%)
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Microfinance officials
Help Lines 137 (63.8%) 17 (7.9%) 61 (28.3%) 215 (100%)

End of the year cocktail party 49 (22.7%) 12 (5.5%) 154 (71.8%) 215 (100%)

Source: Authors Compilation, 2022

Data on Table 4.14 above shows that 64.7% of the respondents agree that quart %g
take place between microfinance officials and SMSEs in Oyo State; 68% ondents
agree that Microfinance officials pay inspection visits to SMSEs in te; whlle 71.8%
agree that end of the year cocktail party is provided as a mean Q&(a ion and interaction
between microfinance and clients at the end of every ﬁ r. However, 63% of the

respondents stated that there is no helpline prov1d® nts to make quick and urgent

connections with microfinance system in @ that requires urgency and critical

attention.

Discussion of Findings \<§/E

The result on the ef] \fne‘ Micro Credit Financial Performance of SMEs in Oyo State
aligns with preyvioys ing. Small businesses and enterprises with access to social capital
are statisti @n&re likely to be viable!. In addition to enhancing efficiency and long-term
survg %1 capital is also beneficial to small firms by alleviating their financial and non-
f@al constraints’>. Competition, equity, and efficiency can, however, be negatively
affected by networks. According to an author, Despite the benefits of network consequences
to network "insiders," non-members "outsiders" can be excluded from actual business

transactions, which can negatively affect enterprise performance?.
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The effectiveness of small-scale entrepreneurs can be improved with well-structured
entrepreneurship training programs and access to credit*. In addition, microbusinesses benefit
from the operation of UNDP-sponsored microfinance institutions’. Many studies have
examined the relationship between microcredit and microenterprises, but none have
examined how microcredit affects microenterprises. This study examined the impact of

microcredit on microenterprise performance in Nigeria by collecting cross-sec@ﬁﬁ
h

using the survey method. The results of this study are consistent with simple e¢o ic*theory,

which suggests microcredit should increase profits. Furthermore, the %\conﬁrms the

@spé«th by addressing

liquidity constraints with credit if it is readily available an so\bly priced’. The results

The result on the influence of size of busines@lmcing of small and medium scale

assertion made by an author that firms can achieve profitability,

are consistent with some researchers’ findings’.

enterprise is consistent with previous B%Qh findings. In line with these studies, a
viod

researcher found that the financial % r of SMEs can primarily be explained by the
lifecycle pattern, which was co@t\over time and quite similar across different industries
and institutional contexts%é&ier, an author found that the business life cycle model is
supported by their QSsmall business financing in three Chinese cities using a sample of
60 SMEs. Th&i&g&iant determinants of SMEs' low access to financing in South Africa
were g% to internal and external factors’. In addition to business information,

%, networking, and managerial skills, several internal factors must be considered. The

legal¥environment, crime and corruption, ethical perceptions, and macroeconomic conditions

are the external factors. Lending issues hinge on loan terms!'®

. SMEs are discouraged from
seeking loans from commercial banks due to high interest rates'!. Most SMEs obtain working

and investment capital from family and friends.
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The result revealed a significant relationship exist between collateral measures and access to
financial credit. Small and medium enterprises need external financing to grow. Additionally,
existing SMEs and potential operators indicate that access to finance is the most significant
barrier to expanding their businesses and starting up'2. Without external financing, small and
medium enterprises are unlikely to be able to compete in international markets, expand their
operations, and establish business relationships with larger companies. The prese %s
aligns with the submission that access to finance allows small businesse%%rtake

productive investments, develop the national economy, and alleviate po most Sub-

Saharan African countries'3. The government must employ suita@wgdes to ensure that

bank financing scarcity for SMEs in the country is minimis& )

An author argue that financial sector competition @all? Financial products can be
a

priced higher without it, directly impacting K young firms worldwide. Financial
b

sector competition is low, which can af@i
t1

financial plans, accounting docu

nking industry's stability. A lack of clear
, a higher rate of interest, and collateral
requirements are some of the c&{%ﬂs SMEs face'. Developing countries face barriers in
accessing finance produe%b‘tgweaknesses in their financial and legal systems'’”. When
Beck analyzed 7 ping countries, he concluded that the local government is
responsible fi lgﬁ*g institutions. Market activities should be undertaken in a friendly

manner% e a proper regulatory framework to reduce financial constraints by SMEs.

@focusing mainly on developing countries indicates that there are several factors

causing credit variation among the various and existing sources of credit, including low
collateral requirements, high risks, information asymmetries, small credit transactions,
particularly in rural households, and distance between lenders and borrowers'®. On the one
hand, it has been noted that banks in Sub-Saharan Africa charge interest rates that
disincentivise most borrowers from acquiring funds to invest in their businesses. Conversely,
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most small businesses are discouraged from applying for bank financing because of the
interest rates charged by banks!®. The Influence of Managerial Skills and Collateral Measure
on the Reception of Financial Credit was significant which is consistent with previous

assertion.
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S
N
QAL
Conclusion ('}
N

This chapter comprises of four sections, namely: wh he findings of this study were

Chapter Five

summarized; conclusion, where conclusive st@v s made on the subject matter of this

study, recommendations, in which polic@e ts were reeled out so as to strengthen the
e

microcredit for effective financial n%
suggestions were made for fu@&ea’rch or discourse on the subject of this study.

5.1 Summary of Findq\ .

Previous studf&‘ve own the effect on cooperative society on management of SMEs in

nt by small and medium scale enterprises, and

Nigeria 't%io s attempted efforts of the government to improve their service provision.
The made to find out predisposing factors for increase in potency of microcredit on
ance of small and medium scale enterprise have largely been ignored, hence this
study sought to evaluate the extent to which the problem of small and medium enterprise has
been solved through microcredit finance initiatives, investigate the level of awareness of
existence of microcredit facilities, find out the extent to which the poor are accessing

microcredit facilities, examine the impact of microcredit on current assets of business
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individuals, examine the impact of micro credit on liabilities of business individuals and
examine the impact of length of participation on non-current assets, current assets and

liabilities of respondents.

The current study employed two criteria namely the value of non-current assets and current
assets of both the participants and non-participants and these criteria, were studied in three
ria.

stages, to determine the effect of microcredit programme on performance ({J\ nd

medium scale enterprise in Oyo state, Nigeria. This approach is unpreceden e@

The findings of this study revealed that most of the sampled resp nts\ e microfinance
participants and thus enrich the reliability of their responses. T‘e}sg ndents were made up

of farmers, traders’ artisan and other small scale busines@ rom Oyo state, Nigeria

In the same vein, the level of people’s awareness@ existence of microcredit facilities
is moderately and relatively high in Oyo st ﬁ%ria. However, this level of awareness may
be different from what is obtainable in th¢ otfer regions of Nigeria, especially, the Northern
region which according to an ayth very low. Also, it was established that microcredit
facilities are well availab&wi: in fHe communities sampled. It was equally found that people

e
have the opportunity aiting microcredit facilities regularly in Oyo state, Nigeria.

Empirically, i as(fulnd that non-current assets of the participants across the three stages as
indicated 1 %esult above suggests that, within the three stages of the experimentation, the
non%nt assets of the respondents have remained relatively static with no substantial
si cant changes, no significant difference in liabilities of the participants but there was
noticeable significant improvement in their current assets. However, comparing the

participants and nonparticipants. It was found that there is a significant difference between

the noncurrent assets of microfinance participants and non-participant. It implies that the non-
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current assets of the participants have substantially increased due to their involvement in the

microfinance programme.

5.2 Conclusion

The study concludes that microfinance institution is indeed a potent strategy on the

performance of small and medium scale enterprise and viable tool for purveying

poor. It can be established that the microcredit programme in Oyo state, Nj

the

its focus which is mainly to alleviate the suffering of the poor in the enyironweiit.

5.3 Recommendations c\&

\

In respect of the findings from the study, the following rec %tions were offered,

1.

N

Microfinance institutions in Nigeria shou encouraged by the regulators to
increase the quantum of micro credi ?&conduct relevant research to develop more
of long tenured credit products a@sed to the present regime of short tenured and
self-liquidating credit p @hese measures will not only assist in achieving a
higher rate of ecpnorhic rowth in the long run, but will also, enhance the
contributions %&c‘redit institutions to Nigeria’s economic growth through the

Vehicls&fip prdpriate credit products to meet the needs of diversified entrepreneurial

in E%n rojects in Nigeria economy.
%the microfinance banks are specifically targeted at improving the economic

Q wellbeing through credit facilities to small and medium enterprises, they should grant

3.

credit using minimal interest rate and collateral so as not scare away the poor by
demanding higher collateral from them.
Microfinance banks should also be less aggressive in pursuing profit. The government

should monitor their activities so that they are more of socialist than capitalist.
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Microfinance should be encouraged to remain sustainable by reducing their
expenditure on intimidating office furnishing instead of placing high expectation of
return on their prospective customers.

If microfinance is chosen based on intervention policy, there is need to set clear

objectives for the indicators of economic empowerment for SMEs. More importantly

the ability of SMEs entrepreneurs should not be assumed to be adequ@he

improvement of their business. < <</:

There is a need to create a policy framework to spur growth insthe éntetprises as well
o

as the rural economy as a whole through creating emp ?%\

increment in the agricultural output. Multiple policy{int tions may be required to

\ .
portunities and an

achieve such objectives. To realize poverty @ objectives, the private sector

(microfinance) and the public sector s@ a partnership.
When it comes to SMEs, a s@le mix of market and non-market policy
a

interventions is needed if th%

Since households' mar&/ ay a crucial role in determining their responses to

)

exogenous policE nges, the structure of their markets is crucial.

of an intervention policy are to be sustainable.

s, and seminars on SME should be conducted by microfinance

Training, Kd
banks €0¢ mierbcredit beneficiaries to ensure proper usage of the loans disbursed.

Suggestions for Further Study

Since poverty is a general phenomenon and all efforts by various governments to
alleviate it through microcredit seems to yield little or no positive result. It is therefore
suggested that further research should be carried out on the topic in other state in the

country. Also, further research effort should be concerned with microfinance in Africa.
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Combining the Best Practices of Traditional and Modern microfinance approaches

towards improving small and medium scale enterprise in Nigeria.
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(&

Quantitative Questiohnai

A. Background and Personal Information Q
1. Age: less than 21 (), 21-30 (), 31-40 @

2. Marital Status: single ( ), married %Vorced (), widow/widower ()

), 51-60 ('), more than 60 ()

3. Number of Children (depesd\e/c ildren/wards): 0 (), 1-2 (), 3-4 (), 5-6 (), 7-8 (), more
than 8 ()

4. Level of Educat'<) (), primary school (), secondary school (), tertiary: other

(specify) ..... ,\
Sa. Occ@ .................................. 5b.  Occupation of Spouse: ............
6 T)@ OF DUSINESS(S): v vttt ettt ettt

7. e (year) joined scheme (number of cycles): ...........cooeviiiiiinnan..
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Financial Status and Management Record

&

NS

RN\

Strongl§\%}uﬁ

N

Disagreed

Strongly

disagreed

Effective management record increase ‘\\\I

access of SMEs to microfinance credit Q

Financial status of SMEs is e@
through microfinance cred&

Microfinance cre te to the
acquisition exp@ns f household assets
Record ke ill increase the ability to

ckYef financial expenditure

l% management of record will result in

increased SMEs savings

)
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Managerial Skills

\

&
S

A

Strongly |

S

V//

¢

g

Disagreed

Strongly
Disagreed

SME:s are likely to benefit more from

microfinance banks interest rate on loans

SMEs own by women are likel nefit

more from microfinance %s Ihterest rate

on loans Q *
Gender w'1®sigmﬁcam role in
mana e%kills of credit obtain from

nce

Microfinance interest on loans is based on

financial management of SMEs

Q

4\\\)
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Access to Microfinance Credit and SMEs

Strongly\~

agre

4

w Disagreed

Strongly
Disagreed

Access to microfinance credit by SMEs is ’\

stringent Q
Microfinance credit to the S%&s\

contributed to efficient %es
L ]

management ®

(;

Microfinance interest rate has

contributed to increasing SMEs growth

Microfinance credit increases SMEs

access to finance

N\

4

S
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o

Impact of Microfinance Credit on Business Expansion (Q\\ )

Strongly g‘}?d Disagreed | Strongly

agre disagreed

Business Expand business size \
K

Add new products Q\
/)

Reduce costs by buying in greater

or at wholesale prices

Develop new busmessQ\
Increase business <ss®

\
O
QQ
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Operations of Microfinance Credit Provision on Pover

&

NS

Strongng

Disagreed

Strongly
Disagreed

agred >
\
Microfinance credit will be more beneficial

N
to men Q&'\

Access to microfinance credit\&:rease

poverty alleviation am% men

Gender wil ’\\signiﬁcant role in benefit
derive ofinance poverty
alle

Microfinance poverty alleviation is based

on gender equality
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S

iii.

. E %a
1. Q% ary Education:

Biodata

Personal Data

Full Name:

Date and Place of Bi gﬁ/
Name and s of Next of Kin:

\ Background

Nationality:

econdary Education:

Higher Education
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Advice the Departmental Boards on Public Service Rules, other regulations and

norms as required.
Supervise non-academic, secretarial, and clerical staff in the Departments. \
1 take

Attend meetings of academic staff with Management to observe proce {{/
note of academic policies.

Assist Registrar and HODs to plan activities required on mat \ ining and
research facilitation, participation of attendees, opening ang cldsing ceremonies,

syndicate services, report writing and record management a rtgents.
Service Departmental committees on training and evaluagor of\programmes
Coordinating the production of certificate and registraf rticipants

Submit Microfinance Bank Hea@ztion 2019

Compliance procedures through co i n of changes immediately with
department managers and staff K
;b(ee

Work with human resources
documentations
Conduct regular internal audi% iews

Review procedures and r cw\
Best Spring for Childrb%@

t to update policy manual and other
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outh Foundation Volunteer Project Officer 2011- 2020

Coordinate con e calls, meetings and minutes
Process invoiees Nghonitor the team budget and ensure all expensive is recorded
Maintain d 10p contact lists and team documents
Recruigan ilitate volunteers for programmes
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