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ABTSRACT

The research Studjz is based on the impact of small scale enterprise on the economic growth in
Nigeria using small scale business owners in Ado-Ekiti as a case study. This research also
covers the effect of taxation, government policies, infrastructures and finances to small scale
businesses on the case study “Ado Ekiti’’ in Nigeria.

The data for this research was based on the survey on field work which involves collection of
data on factors responsible for the impact of small scale businesses on economic growth of
Nigeria using written questionnaires. The survey research design was adopted (o obtain data
from 150 respondent comprising of traders, artisans, production, factories and other small scale
enterprise which were selected using conclusive sampling design. Dalc; Jor this study was
analysed using Statistical Package for Social Science (SPSS) and chi-square at 0.05 level of
significance was used to test the hypothesis.

The findings was reviewed that there is a positive significant relationship between SMEs on
écanomic development of Nigeria.

The .sz‘udy conéludes that the access to capital funding and infrastructure can boost the

performance of a SMEs in Ado-Ekiti and Nigeria at large.



CHAPTER ONE

INTRODUCTION

1:1 BACKGROUND TO THE STUDY

Small and medium scale enterprises (SMEs) which can also be called small businesses are
- generally regarded as the engine of economic growth and equitable development in developing

the economy. They are labor intensive, capital saving and capable of helping create most of the

one billion new jobs the world will need by the end of the century. They are also perceived as the

key to Nigeria’s e'con'Qmic growth, poverty alleviation and employment generation Ahiauzu .A

(2010). Therefore, what are small and medium scale enterprises?

Small businesses are privately owned corporations, partnerships, or sole proprictorships that
have fewer employées and/or less annual revenue than a regular-sized bu;iness or corporation
Ahmed S. (2006). What businesses are defined as "small" in terms of being able to apply for
government support and Ljualify for preferential tax policy varies depending on the country and
industry. Small businesseé range from. fifteen employees under the Australian Fair Work Act
| 2009, fifty employees according to the definition used by the European Union, and fewer than

five hundred employees, to qualify for many U.S. Small Business Administration programs.

While small -busin-e.sses can also be classified according to other methods, such as annual

revenues, shipments, sales, assets, or by annual gross or net revenue or net profits, the number of

employees is one of the most widely used measures.

Small businesses in many countries include service or retail operations such as convenience

stores, small grocery stores, bakeries or delicatessens, hairdressers or tradespeople (e.g.,
_carpenters, eléétricians), restaurants, guest houses, photographers, very small-scale

 manufacturing, and Internet-related businesses such as web design and computer programming.



Some professionals operate as small businesses, such as lawyers, accountants, dentists and
" medical doctors (although these professionals can also work for large organizations or
companies) Ariyo D (2008)

Small businesses vary a great deal in terms of size, revenues and regulatory authorization, both
Withiﬁ a country and from country to country. Some small businesses, such as a home accounting
business, may only require a business license. On the other hand, other small businesses, such as
day cares, retirement homes and restaurants serving liquor are more heavily regulated, and may
require inspection and certification from various government authorities Ahmed S.A (2006)

The production of goods and services in the most efficient manner has cont';inued to be the only
viable and reliable option for development, growth and survival of any economy. SMEs have
been fully recognized by government and development experts as the main engine of economic
_ grbwth and a major factor by extension in promoting the realization of the financial systems
strategy 2020. This is because the development of this sub-sector is an essential element in the
growth.strategy.f, not only in contributing to improved standard of living; they also bring
substantial local capital formation and achieve high level of productivity and capacity. Medium
| Sc:ale Enterprises which invariably have better prospects for devcl..oping domestic economy
~ thereby generating the required goods and ser.vices that will propel the economy towards

development (Oni and Daniya, 2012).

Tt is based on this premise that Ojo.O. (2009), argued that one of the responses to the challenges

of development. in developing- coUntriés particulatfly, in -Nigeria, is the encouragement of
“entrepreneurial development scheme. Despite the abundant natural resources, the country still
: ﬁ.nds it very difficult to discover her developmental bearing since rindependence. Quality and

“adequate infrastructural provision has remained a night-mare, the real sector among others have



witnessed downward performance while unemployment rate is on the increase. Most of the poor
and unemployed Nigerians in order to better their lots have resorted to the establishment of their
own businesses. Consequently, Entrepreneurship is fast becoming a household name in Nigeria.
This is as a fesu_lt of the fact that the so called white collar jobs that people clamor for are no
longer.there. Even, the touted sectors (Banks and companies) known to be the largest employer
of labor are on the down-turn following the consolidation crisis-and fraudulent practices of the
high and mighty in the banking sector. The companies of course are folding up as a result of
erratic power supply, insecurity and persistent increase in interest rate which has led to high cost
of production and undermines profit making potentials of companies operating in Nigeria. As a
result of banking sector practices and continuous folding up of companies, a lot of Nigerians are
thrown into unemployment which inevitably detriment the economic situation of the country.

THE HISTORY OF ENTREPRENEURSHIP OR SMALL-SCALE BUSINESS

IN NIGERIA

THE EARLY STAGE

Entrepreneurship started when people produced more products than they needed, as such, they
had to- exchange these surpluses. For instance, if a blacksmith produced more hoes than he
needed, he exchahges_ the surplus he had with what he had not but needed; maybe he
needed some yains or goat etc. he Would look for someone who needed his products to exchange
with. By this Way,. producers came to realize that they can concentrate in their areas of
" production to produce more and then exchange with what they needefd. So, through this
excha_hge of products, entrepreneurship started Prayash (2014). A typical Nigerian entrepreneur
is a self~-made man who might be said to have strong will to succeed, he might engage the

services of others like; friends, mates, in-laws etc. to help him in his work or production.



Through this way, Nigerians in the olden days were engaged in entrepreneurship. Early
entrepreneurship is characterized with production or manufacturing in which case the producer
most often started with a small capital, most of it from his own savings. Early entrepreneurship
stared with trade by barter even before the advent of any formof money

~https://oanjaf.wordpress.com (2013).

THE MODERN STAGE

' Modern entrepreneurship in Nigeria started with the coming of the colonial masters, who brought
in their wears and made Nigerians their middle men. In this way, modern entrepreneurship was
conceived. Most of the modern entrepreneurs were engaged in retail trade or sole proprietorship.
One of the major factors that have in many ways discouraged this flow of entrepreneurship
development in Nigeria is the value system bréught about by formal éducation. For many
~decades, formal education has been the preserve of the privilege. With formal education people
~had the opportunity of being employed in the civil service, because in those days the economy
was large enough to absorb into the prestigious occﬁpation all Nigerians their goods. As such,
the systém made Nigerians to be dependent on the colonial masters.

Again, the contrast betweén Nigerian and foreign entrepreneurs during the colonial era was very
défrimental and the competitive business strategy of the foreign entrepreneurs was ruinous and
against moral standar.ds established by society. They did not adhere to the theory of “live and
let’s live”. Forinstance, the United African Company (UAC) that was responsible for
a substantial percentage of .thc-: import and export trade of Nigeria, had t}w policy of dealing
directly with producers and refused to make use of the services of Nigerian entrepreneurs Gabriel
(2014). The refusal of the expatriates to utilize the services of local businessmen inhibited their

expansion and acquisition of necessary skills and attitude. Because of this, many eventually



folded up. Those that folded up built up resentment against business which became very
demoralizing to other prospective entreprencurs. As a result, the flow of entrepreneurship in the
country was slowed down. But, with more people being educated and the fact that government
could no longer employ most school leavers, economic programs to encourage individuals to go
into private business and be self- reliant were initiated.

Sﬁch economic policy programs that are geared towards self-reliance for individuals are
programs as Open Apprenticeship Scheme, Graduate Employment Programs etc. and other
policies that encourage or make it easy for entreprencurs to acquire the needed funds
Gabriel(2014) e.g.; Peoples Bank of Nigeria, Funds for Small-Scale Industries(FUSSI), co-
operative societies etc. were established to assist entrepreneurs in Nigeria.

1.2 STATEMENT OF PROBLEM

- Most SMEs in Nigeria die within their first five years of existence, a smaller percentage goes
into extinction between .the. sixth and tenth year while only abbut five to ten percent survive,
thrive and grow to maturity. Many factors have been identified contributing to this premature
death of SMEs. Key among them include: insufficient capital, irregular power supply,
: infrastljuctural inadequacies (water, roads etc.), lack of focus, i.nadequate market research, over-
concentration on one or two markets for finished products, lack of succession plan, inexperience,
lack of proper'book keeping, iack of proper records or lack of. any records at all, inability to
separate business and family or personal finances, lack of business strategy, inability to
distinguish between revenue and profit, inability to procure the right plant and machinery,
inability to engage or employ the right caliber of staff, cut-throat competition. Some other
~ problem facing small scale enterprises in" Ado-Ekiti is also multiplyg taxation from the

government. Small scale enterprise is everywhere in every sector and are seen in every



community. However, Nigeria has witness proliferation of small business aimed at increasing
industrial output and subsequent economic growth and development.

1.3 RESEARCH QUESTIONS

From the above statement of problems, the following research questions were formulated:

i. Is there a positive correlation between a small-scale enterprise and economy
development?
ii. . Does poor financing constitute a major challenge in the performance of SMEs in

Ado-Ekiti City?
iii. Do inadequate social infrastructures constitute a majdr challenge in the performance
of SMEs in Ado-Ekiti City?
iv. Does multiple taxation constitute a major challenge in the performance of SMEs in
Ado-Ekiti City?
1.4 RESEARCH OBJECTIVES
i. To determine if there is a positive correlation between a small-scale enterprise and
economy development?
ii. To ascertain whether poor financing constitute a major challenge in the performance of
SMEs in Ado-Ekiti City?
ili. - To determine if inadequate social infrastructures constitute a major challenge in the
performance of SMEs in Adoe-Ekiti City?
iv.  To ascertain if multiple taxation constitutes a major challenge in the performance of

SMEs in Ado-Ekiti City?



1.5 STATEMENT OF RESEARCH HYPOTHESIS
In order to confirm the impact of SMEs development and the impact to the economic growth in
Ekiti state and fully appreciate their respective relevant significance, the following hypotheses is

postulated:

HO: There is no significance relationship between SMEs development and economic growth in
- EXkiti state
H1: There is significant relationship between SMEs dev.'elopment and economic growth in Ekiti
state.
1.6 SIGINIFICANCE OF THE STUDY
The study will be beneficial to small scale or medium enterprise development; as such Ekiti state
can utilize the findings of the research as a basis for policy formulation as regard to small scale
business development. The study will also contribute to the existing knowledge on small scale
enterprise development.
It is also worthy to note that the study can be used as a basis for further research, as the research
can be used as a spring board for further research as well as a good reference material to students
' qndcrtaking similar research.
1.7 SCOPE OF THE STUDY
The s_tﬁdy is res_triCted o sfﬁall scale or medium enterprise of business meﬁ and women in Ado-
Ekiti city, Ekiti state Nigeria.
1.8 De. LIMITATION OF THE STUDY
The study is limited to Ado-Ekiti city, as it will be difficult to cover the whole city due to the
duration of this study. |

For the fact that a su-rvéy study was used as the research design as well as the questionnaire as



the research instrument, it is not certain if the same result would be obtained if other designs and
instruments were used. Besides, another limitation is that the respondents could have either over
exaggerated or understate their responses while scoring the items in the questionnaire. Also, the
nonchalant attitude of some of the respondents could affect the validity of their response to the
questionnaire. Also, another limitation of this study is the challenge on finances which would

bring about some difficulties in this research.

1.9 DEFINITIONS OF TERMS

Entrepreneufship: is an innovative act, which includes endowing existing resources for new
wealth — producing capacity.
Enterprise; an organization, especially a business, a difficult and important plan,
especially one that will earn money.
Economic Growth; an increase in the amount of goods and services produced per head of the
population over a period of time.
| SMEs; Small and Medium Scale Enterprise. We are told that there is no generally accepted
definition 0._f a "small" business,.and’ that most.persons; who usé the term do so without having in
_mind' any specific deﬁniﬁon of size. One can, of course, classify business firms by such
. qﬁantitative qriteria as the number of employees, total assets, or total sales, and then designate
| certain size classes as representing small busiﬁess, of course, classify business firms by such
quantitative criteria as .thf.: ﬁumber of employees, total assets, or total sales, and then designate
cgrtain_ size classes as representing small business.
PAP; PovertylAlleviation Progmm.. Most of the programs are designed to target rural poverty as
prevalence of poveﬁy is high in rural areas also due to geo graphical and infrastructure

limitations.



EDP; Enterprise Development Program. It helps build applications which are specific to an
organization or business during its planning stages and can also model how organizations work,
business performance, business idea development, planning and conducting business.

IDC; Industrial Development Centers. The industrial development centers (IDCs) are
established to provide extension service to small scale industries in areas such as technical
appraisal of loan application, training of entrepreneurs, management ¢ assistance, product
development, production pléﬁning aﬁd control as well as other extension services.

CBN; Central Bank of Nigeria. The central bank of Nigeria has since 1970 been instrumental to
the promotion and development of industries particularly in the small scale sub-sector. The CBN
credit guidelines requi;ed that commercial merchant bank allocate a minimum stipulated credit,
to the sector classified as preferred, including the small-scale industries.

SMEDN; Small Medium Enterprises Development of Nigeria. This is the major structure
designed to provide institutional support for SME, overseeing and monitoring the development
of SME in Nigeria.

NERFUND; Natiaﬁal Economy Re-Construction Fund, The main aim of NERFUND is the
provision of small and medium funds to long term funds to wholly Nigerizfn owned small scale
: industries. It provides_funds for eligiﬁle industries under the scheme.

_ NDE; National Directorate of Employment. The NDE is another channel through which
gbvernment has promoted and initiated the development of SME to generate programs for self-

employment.



CHAPTER TWO

LITERATURE REVIEW
2.1 CONCEPT OF SMALL AND MEDIUM ENTERPRISE
Smail and medium eﬁterprises (SMESs) are considered the backbone of economic growth in all
countries. They play an important role in Nigerian’s economic growth, as they constitute 97.2%
of the companies in Nigeria. They also contribute to national development by positively
influencing the distribution of income in both funétiona] and nominal termsj Nigeria is a country
) blessed with human, mineral and natural resources, making her a viable hub for various business
activities as well as investments, thus making her the toast of every entrepreneur and investor all
over the world.
2.1.2 IMPACT OF SMEs ON ECONOMIC GROWTH
We are told that there 1s Ino generally accepted definition of a "small" business, and that most
persons who use the term do so without having in mind any specific definition of size. One can,
of course, classify business firms by such quantitative criteria as the number of employees, total
assets, or total sales, and then designate certain size classes as representing small business. The
importance of SMES in the development of the country has been summarized in Nigeria third
national .develo.pment .plan 1975-1980 as the generatibn of employment opportunities,
: stimulation of indigénous entrepreneurship, facilitation of effective mobilization of local
- resources including capital and skill as well as reduction in regional disparities (Rahanaty, 2009)
| Fbr example, for purposes of financial aid from the Small Business Administration, a
manufacturing firm is -de_si'gnated as "small" if it has fewer than 250 employees, while in the
Ff_:.der.a_l Reserve business loan surveys, total assets have been used as the criterion for classifying

borrowers as "small." Yet, these designations are at best arbitrary, and they usually cannot be

10



~applied uniformly to firms in all industry groups. Qualitative criteria can also be used in
attempting to define and identify a small business.

Nigeria is naturally endowed with entrepreneurship opportunities; however, the realization of
tﬁe full potential of these opportunities has been dampened by the adoption of inappropriate
industrialization policies at different times. Discovery has also shown that the expected role
contribution by the large-scale enterprise to the economy in terms of improvement in the GDP,
employmeﬁt generation, increasing local value added, technological development among others
~are been resolved by SMEs (Nwoye 2010).. Several policy interventions® that were aimed at
stimulating entrepreneurshiﬁ develo.pment via small and mediﬁm scale enterprises promotion,
based on technology transfer strategy, have failed to achiéve the desired goals as it led to the
most indigenous entrepreneurs becoming distribution agents of imported products as opposed to
building in-country entreprencurial capacity for manufacturing, mechanized agriculture and
expert services (Thaddeus, 2012).

Small scale business is the cornerstone of the economy (Popoola, 2014). Entrepreneurship is an
activity that involves the discovery, evaluation and exploitation of opportunities to introduce new
goods and 'serv.ices, ways.of organizing, markefs, processes, and raw material (International
Journal of Development and Economic Sustainability Vol.3, No. 2, pp.49-65, May 2015)
Moreover, studies by UNIDO—Nigeria, 2012 show that Micro; Small and Medium Enterprises
(MSMESs) has the pro_pensify to drive the Nigerian Economy, and data reveal that there are
currently bver 17 millioﬁ'MSMEs employing over 31 million Nigerians. MSMEs account for
over 80% of enterprises that employ about 75 % of the Nigeria’s total workforce, and therefore
formulating and effectively implemenﬁng MSMEs friendly policies represents innovative ways

of building the capacity to engage in entrepreneurial activities and creating job opportunities
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thus, playing a central and invaluable role in helping Nigeria realize its quantity advantage. In
addition, the 2012 Global Entrepreneurship Monitor (GEM) has empirically identified Nigeria as
O.ne of the most entrepreneurial countries in the world. The study showed that 35 out of every
100 Nigerians (over a third) are engaged in some kind of entrepreneurial activity or the other. It
is. therefore imperative at this point in time to critically evaluate not just the principles of
entrepreneurship but the practice and its crucial role in fostering economic growth and
development in a developing economy like Nigeria.

The hypothesis that-entrepreneurship is linked to economic growth finds its most immediate
foundation in simple intuition, common sense and pure economic observation: activities to
convert ideas into econoxﬁic opf)ortunities lie at the vefy heart of entrepreneurship.
Entrepreneurship is a source of innovation and change, and as such spurs improvements in
productivity and economic competitiveness (UNCTAD, 2004)

Nigeria’s GDP growth rate of between 6 — 8 percent in the last ten years shows the country is
one of the fastest growing economies in the world. The implication is that any good business
established is capable of generating unusual and above average returns. It is one of the few
countries with the highest returns on investment anywhere in the world- money, market, capital
market, mutual funds, real estate and property, entrepreneurship, etc. (Popoola, 2014).
Furthermorc, for eﬁtre_pfeneurs to play an appropriate role, the role of the state remains
important; if not rﬁore so . than before. Strdng states, as regulators andz gatekeepers, play .a
~ particularly vital role. In the absence of appropriate ‘rules of the game’, enfreprcneurship may
result in undesirable social outcomes, including corruption, crime, speculation and financial

crises, and may worsen the vulnerabilities of people during natural disasters (UN Report, 2011).
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What we know about entrebreneurship suggests a drastic or revolutionary change, but does it
‘promote wealth creation, job opportunities. Although there is quite a lot of researches and studies
on the link between entrepreneurship and economic growth and development, there is still the
need to assess the case of the Nigerian economy. The real question is what is the International
Journal of Development and Economic Sustainability Contribution of micro, small and medium
enterprises (MSMES) to the nation’s Gross Domestic Product or more importantly how has the
multiplicity of MSMEs bettered the living standard of the over 170 million Nigerians. Against
this background, the main objective of this study includes the following: to evaluate the concept
and principles of entrepreneurship, to assess the practice of entrepreneurship development in
Nigeria, to examine ;Lhe role of entrepreneurship in Nigeria’s economic growith and deveiopment.
2.1.3 THE RELATIONSHIP BETWEEN SMALL SCALE ENTRPRISE AND ECONOMIC

' GROWTH OR DEVELOPMENT

It is widely believed that entrepreneurship is beneficial for economic growth and development.
Entrepreneurship has been femarkably resurgent over the past three decades in countries that
achieved substantial povérty reduction (Naude, .2013). In the l980s—stag inflation and high
uﬁemployment caused a renewed interest in supply side economics and in factors determining
growth. Having considered the concepts of entrepreneurship, economic growth and economic
development individually, ascertaining the link between the two concepts would not be
unachievable.

Schumpeferian éntrepreneu'r:seeks to create new profit opportunities. These opportunities can
result from productivity increases, in which case, their relationship to economic growth appears

quite clearly
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In addition, Asc (2006) and Ahiauzu (2010) assert that there is a positive }elatiensilip between
entrepreneurship and econorﬁic growth while Henderson (2007) explained that entrepreneurship
is increasingly being recognized as a primary engine of economic growth. By combining existing
resources with innovative ideas, entrepreneurs add value through the commercialization of new
products, the creation of new jobs, and the building of new firms. The Global Economic Monitor
(GEM) indicates that nations with higher levels of entrepreneurial activity enjoy strong economic
- growth. In short, entrepreneurs are the link between new ideas and ecoﬁomic growth.
The Nigerian ¢cohomy suffers distortions by inflation, high interesf rates and exchange rate
instability culminating in cost escalation. Statistic has it that, the moving average inflation for
2004 was 19.15% whilst the 12 month or period to period inflation was 12% (June 2003 — July
2004) and 13% (August 2005 — August 2004). |
2.1.4 FINANCE FOR SMALL AND MEDUIM SCALE ENTERPRISES
It is generélly accepted by both the practitioners and academicians that SMEs serve as catalysts
for the economic growth of the economy of any nation. However, the.SMEs are faced with many
challeﬁges. In Nigeria, one of the major challenges faced by SMEs is that of capital to finance
1heir operations_ (Fatai, 2009). -
EVery businéss organization need finance and where the finance is inadequate the business
development will be slow. Just like big businesses SMEs get their finance from a number of
sources. According to Akingunola (2011) the major sources of financing SMEs can be classified
as debt and equity. The capital stfucture of a business firm réfers to the composition of long-term
sources of funds, viz long-term .debt—deb.c;:nture, prefefence share and equity shares. The finance
1itera‘turé recognizes th.e importance of equity in business operations. Akingunola (2011) outlined

- the sources to include: Debt Sources of Finance, Owner’s Capital / Equity Sources of Finance,
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Funds from Specialized Financial Institution and Finance from Venture Capitalist. According to
Owualah (2014) anci Adelaja (n.d), seven maj or sources of funding are availcjlb]e to SMEs.

1. Personal resources.

2. Family and friends.

3. Partners or business associates.

4. Informal financial markets comprising, individuals and group, including pool fund groups and
co-operative societies.

5. Baﬁks (commercial and merchant). Specialised banks like Peoples bank of Nigeria (PBN) and
cbmmunity banks.

6 Specialized funding facilities e.g. NERFUND, the World Bank Loan Scheme for SMEs
managed by CBN and the African Development Bank (ADB) loan scheme fEJr export stimulation
in the SME sector, SMIEIS etc.
T Spécialized financial institutions such as the Nigerian Bank for commerce and Industry
(NBCI), Nigerian Industrial Development Bank (NIDB) and the Nigerian Agricultural and co-
operative Bank (NACB).
In Nigeria the d.ifﬁcullt economic environment, absence of the appropriate managerial skills and
lgick of access to modern technology by the SMEé have all contributed to the commercial banks
reluctance to finance the sub-sector. The result of this reluctance is the steady decline in
. financing of SMEs in the country over the years. The CBN (2010) statistics show that
commercial banks advances to SMEs have been on the decline over the years. Commetcial bank
loans to SMEs as a percentage of total credits decreased from 48.79% in 1992 to 0.15% in 2010
(Luper, 2012). Similarly, merchant banks loans to SMEs as a percentage of total credits reduced

from 31.2% in 1992 to 9.0% in 2000 (Achua, 2011).
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Small businesses often face greater challenges in obtaining needed financing than larger
businesses. Banks are reluctant to loan money to unestablished small businesses, leaving the
| entrepreneur to rely on credit cards or home equity loans for survival. Th;y may not have the
assets needed to collateralize a business loan.

| 2.1.5 ROLE OF INFRASTRUCTURE ON SMALL SCALE ENTERPRISE

The literature is replete with evidence that adequate infrastructure pr'ovision is a key element in
t.he ‘behind the border’ agenda required for economic liberalization to achieve its intended
objecfive of efﬁcient resource allocation, enhancement of investment, increased productivity and
' ekport growth Akinlo 2008;World Bank 2014). The performance of SMEs is predicated on the
availability of infrastructure which impacts on their competitiveness as infrastructure services
affect other.factors of production. Howe;ver, the high set-up costs, long gestation perilods and the
social nature of infrastructure pay-offs make it unattractive to private sector investment
(Adenikinju 2005; World Bank 2014). But with the low budgetary allocation to public goods by
the Nigerian government following the adoption of SAP and the series of the reforms thereafter
négatively.affected the quantity and quality of infrastructure provision and has necessitated
manufacturing businesses in Nigeria to embark on self-provision, especially power for their
production process (Owualah & Obokoh 2008).

Ayogu (2007) highlighted highways and roads, mass-transit and airport facilities, educational
buildings, eleCtricity,,.gas and water. supply facilities and distributional systems, waste treatment
facilities, correctional institutions, police, fire service and judiciary as factors that can impact on
the development efforts of developing countries. He stated that some infrastructural facilities,
~such as power and. water do not possesé the characteristics of non-rivalry and non-exclusion.

Core infrastructure comprises highways, water, electricity and telecommunications. Public
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services provided by core infrastructure components may enter directly into private sector
production and these components are expected to contribute most directly to pri_vate sector
output. He concludes that infrastructure is important in different contexts and the level of its
importance h;we not been fully appreciated by developing countries governments, in the sense
that considerable resources have been expended on the provision of infrastructure with marginal
success begause of'a lack of commitment and corruption.

In developing countries such as Nigeria, road and poor electricity supply are the twin major
infrastructure problems confronting thé business sector, including SMEs. In recent times, the
intfoduction of thé glébal system of the mobﬂe communication helped in reducing to some
extent the problem of communication in Nigeria, though at a great cost to subscribers. It has been
observed that a typical Nigerian firm experiences power failure more than seven times per week
without the béneﬁt of prior warning (Adenikinju 2005). This imposes a huge cost on the SMEs
arising from idle workers, spoi]ed materials, lost output, démaged equipment and costs of
providing own e_lectricity. The overall effect is the increase in business untertainty, increase in
operational costs, reduced cdmpetitiveness and lower return on investment. The growth potential
of SMEs and even Iérge-scale businesses has been serioﬁsly impaired by a lack of functional
infrastructure (Cissokho & Seck 2013). The infrastructure problem has become so deplorable
“that evén some MNCs are closing down their factories and shifting operations to other countries.
2.1.6 TAXATION AND GOVERNMENT POLICIES ON SMALL SCALE ENTERPRISE
According to Tomlin (2008), economists argue that the resources smaller companies direct
towards tax compliance are resources that could otherwise be used for reinvestment, facilitating
future growth. Hence, there is a belief that taxes and a complex tax system put disproportionate

pressure on smaller businesses. Small taxpayers under the regular system of taxation are
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discriminated against, since the compliance requirements, cost of compliance and tax rate are the
same fér both small and large enterprises. Reducing the compliance costs and tax rale increases
the small enterprises. profit margin. It also increases the Government’s tax revenue, since the
simplified brovisions for a micro enterprise historically reduce the size of the shadow economy
and the number of non-complying registered taxpayers (Vasak, 2008). ‘Furthermore, SMEs
usually have to operate in an overbearing regulatory eﬁvironment with the plethora of regulatory
agenéies, multiple taxes, cumbersome importation procedure and high port charges that
“constantly exert serious burden on their operations. Many SMEs have to deal with myriad of
agencies at great cost. As stated earlier they are heterlogeneous and these differences in size and
structure may in turn carry differing obligations for record-keeping that affect the costs to the
enterprises of complying with (and to the revenue authorities of administering) alternative
possibie tax obligations. Public corporations, for example, commonly have stronger accounting
requirements than do sole proprietorships, and enterprises with employees may be subject to the
full panoply of requirements associated with withholding labor income taxes and social

contributions (International Tax Dialogue 2007).

THE IMPACT OF HIGH TAXES ON SMALL BUSINESS

High fed@fal taxes can affect the size and strength Qf the small business population in several
ways (International Tax Dialogue2007)

i. They can reduce the number of business births by discouraging those who might otherwise
fgirm ﬁew businesses.

ii.. They can slow down the rate at which small businesses are able to grow by making it more

difficult for them to finance a rapid expansion.
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iii. They can weaken the desire and the ability of small concerns to survive as independent
enterprises by making the gains from a sale or merger look more attractive than the income to be
derived from continued operation.

It can be argued from the experience of individual firms that high taxes have done all three of
these things, but there are no data that indicate the extent of the impact in any of these directions.
In addition to making it more difficult for small businesses to finance neeessary growth, high

taxes on business income are said to destroy the incentive for growth and efficiency

' 2.1.7 THE ROLE GOVERNMENT OF SMALL AND MEDIUM SCALE INDUSTRIES IN
NIGERIA
The following are the role of government on small and medium scale enterprises (Hassan 2003)
Industrial development centers (IDCs)
The industrial development centers (IDCs) are established to provide extension service to small
scale iﬁdustries in areas such as technical appraisal of loan application; training of entrepreneurs,
management assistance, product dev'elopment, production planning and control as well as other
extension services, The first IDC was established in OWerri in 1962 by the then eastern Nigerian
government and was léter taken over by the federal government. Subseqﬁently, in the second
national development plan (1970-1075), the first government initiated the 'setting up of more
: IDCs at Zaria, Oshogbo, Maiduguri, Abeokuta, .Sokoto, Benin-city, Uyo, Bauchi, Akure, ITlorin,
Port Harcourt, Kano and Tkorodu.
b. The Central Bank of Nigeria (CBN)
The central bank of Nigeria has since 1970 been instrumental to the promotion and development
of industries particularly in the small scale sub-sector. The CBN credit guidelines required that

commercial merchant bank allocate a minimum stipulated credit, to the sector classified as
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preferred, including the small-scale industries. The CBN in 1971 — 1980 directed that at least
10% of the loans advaﬁced to indigenous borrowers should be allocated to small scale industries.
This was subsequently raised to 16% and minimum of 20% of total loans and advances from
April 1980 and 1990 respectively.
c. The small and medium enterprises development of Nigeria (SMEDAN)
This is the major structure designed to provide institutional support for small and medium scale
industries established in Nigeria in 2003. ..
Responsibilities of SMEDAN
) In_itiating and articulating ideas fo_r SME’s policy thrust
Overseeing, monitoring and co-coordinating the development of the SME sector.
Promoting and providing access to industrial infrastructure such as layouts.
Policy development.
d. ,The'National.Economic Re-Construction Fund (NERFUND)
The federal government through decree 2 of the 26th January 1989 established the national re-
construction fuﬁ_d @ERFUND). The main focus of NERFUND is the provision of small and
medium funds to IQng term funds to wholly Nigerian owned small-scale industries to
manufacturing and agro-allied industries, mining, quarrying, industrial support services,
equipment leésing and other projects. The NERFUND decree provides funds for eligible
indﬁstries under the scheme. |
| e. The national directorate of Employment (NDE)
This was established in 1986, the i\TDE is another channel through which government has
promoted and initiated the developmenﬁ of small scale industries. In January 1987, NDE

- launched a number of programs to generate self- employment. These were:
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Small scale industries (SSI)

Agriculture
~ Youth empowerment and vocational skills development

Special public works;

Below is the socio-cconomic contribution of small and medium scale industries in the growth

process of the Nigerian eéonomy.'

Stimulation of ihdigellous entrepreneurship

Social benefits of small and medium scale industries are derived from their stimulating influence

on indigenous entreprenéurship and technology. Here, there provide opportunities for the

expresé_ion of the latent entrepreneurial ambition, asides serving as a vehicle for the propagation

and diffusion of innovative ideas both indigenous and foreign. -

b. Eﬁmloyment creation

Al 'very. important rationale for promoting small and medium scale industries is their job creating

potentials. This stems mostly erm their labor intensive and consequently capital saving methods

of operation.

¢. Wealth distribution

They achieve this by providing paid employment or remunerative economic activities to a great
-number of rural and urban people on one hand and supplementing their income from the regular
, jo.bs on the other hand, small firms contribute significantly to the reduction of income disparities.
_ d. Utilization of local resources

Small scale industries can be said to be a greater local resource user than their larger

cbutltelparts. Their local resource utilization encompasses the use of local raw materials and

djscarded by products of large firms or primary output'in their production process. Their
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employment of local resources includes the opportunities afforded people with limited formal
training or educating a large number of which can be found in developing nation.

e. Disposal of economic activities.

Small scale business Qonstitﬁtes a sector of the industrial sector offering easy entry to prospective
entrepreneurs making low demand on capital intensity and not dependent on significant
economies of scale of production and marketing for take-off survival. Rather there look for
greater demands on the skills and the ingenuity of their owners.

f. Mobilization of Savings-

Anothér important role of small scale and medium scale industries is that there helps in tapping

idle financial resources, which ordinarily would not be brought into the banking mechanism.

2.2 THEORETICALl FRAME WORK

CONFLICT THEORY (MARXIST)

In this context of Small Scale Enterprise, the theory which best explains this research study is
Capitalism by KarI_Mark. In Karl Marx’s work the capitalist mode of production refers to the
systems of organizing production and distribution within capitalist socicties. Private money-
making in various forms (renting, banking, merchant trade, production for profit, etc.)

Marx argued that capital existed incipiently on a small scale for centuries, in the form of
mercﬁant, renting and lending activities, and occasionally also as small-scale industry with some
wage labor (Marx was also well aware that wage labor existed for centuries on a modest scale
before the advent of capitalist industry).

STRUCTURAL FUNCTIONALISM

| Structural functionalism, or éimply functibnali_sm, is a framework for building theory that sees

society as a complex system whose parts work together to promote solidarity and stability. This
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approach looks at society through a macro-level orientation, which is a broad focus on the social
structures that shape societyl as a whole, and believes that society has evolved like organisms.
This approach looks at both social structure and social functions. Functionalism addresses
society as a whole in terms of the function of its constituent elements;

- namely norms, customs, traditions, and institutions. Social institutions like the political,
economic, religion, family, educational institutions work together to promote solidarity and
stabili.ty ih.the society.

In my view of structural functionalism, the economic institution for example plays the role of
developing the economy of the society but, the economy sector as its own sub sectors which also
airﬁ at impacting .t.he economy such sub sectors like the small-scale enterprises. The small-scale
en_terprises, as research as shown ha.ve made a great impact in the growth of the economy in any
society. Therefore, if .the' economic institution of the society is functioning well, it would also
make impact én the other social institution of the society.

LEARNING MODEL

This research is based .on the active learning model of Erickson and Pake§ which states that a
firm explores its ecolnomic' enviroﬁment actively and invests to enhance its growth under
compétitive pressure from both within and outside the ﬁ-rm. The potential and actual growth
changes over time in response to the outcomes of the firm’s own investment and those of other
actqrs-in the same market learning, owners or managers of SMEs could raise their efficiency
through formal education and training that increases their endowments while government may
support their aéﬁvities through the creation of the enabling environment.

.Entrepreneurs_ Or managers of SMEs with higher formal education, work experience, training and

government assistance would therefore be expected to grow faster than those without these

23



qualities. This implies that SMEs in Nigeria have prospects of experiencing growth and
contributing meaningfully to employment generation only when appropriate investments are
made into them by all the stakeholders. This could best be achieved by government intervention
'through the provision of financial assistance, social inffastructures, capacity building of SME

operators and favorable ta_xation' policies.
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CHAPTER THREE

METHODOLOGY

This chapter is designed to give detailed account of the procedures involved in carrying out
the research, method by which co.rrespondents are reached and also collection of data, and
systematic and data analysis for drawing conclusions. Methodology serves as the engine room of
every research work. It encompasses the type of data to be collected, source of data, area of
study, population of study, sample size, samplings techniques, research instrument, research

design, and validity and reliability and method of data anal'ysis.
This methodology explains the means, modes, methods and techniques of data collection

- and how the data collected will be further analyzed and interpreted.

3.1 RESEARCH DESIGN
Research design that woﬁld be used for this study is Conclusive Design. It is based on large
representative samples, and the data obtained are subjected to quantitative analysis around the
effects of small scale busiﬁcss on economic growth. Conclusive research where major objective
is to obtaip evidence regarding cause and effect i.e causal relationships. This research design
helped to understand which variables are the cause (independent variab.le) and which variables
are the effects (depehdent variable). -
3.2 SAMPLE TECHNIQUE

Simple Random sarnplihg would be used for. this study. It is the basic sampling technique
where we select a group of subjects for study from a larger group. Each individual is chosen

entirely by chance of being included in the sample.
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3.3 STUDY AREA
| The area of study is Ado - Ekiti. Ado EKkiti is a city in southwest Nigeria, the state capital and
headquarters of the Ekiti State. The population in 2006 was 308,621. The people of Ado Ekiti are
mainly of the Ekiti sub-ethnic group of the Yoruba. Various commercial enterprises operate in
Ado Ekiti. The city is the trade centre for a farming region where yams, cassava, grain, and
tobacco are grown. C.otton is also grown for weaving. Ado- Ekiti as eight local government. Its
geographical coordinates are 7° 38' 0" North, 5° 13' 0" East and its original name (with

diacritics) is Ado-Ekiti.

3.4 STUDY POPULATION.
The study population will consist of small scale enterprises and the simple random sampling
. wouid be émployed the selection .of the respondents.
3.5 SAMPLE SIZE

DLIe_ té the nature of the population and the purpose of this study, a sample size of 150 was
se_,lecte_d. Tﬁe.population of the study is not very large so 150 of the people were selected from
thé population as the research respondents.
3.6 INSTRUMENT FOR DATA COLLECTION
Questionnz:iire will be used in collecting data, this is a device used for collecting specific
information from the cbrrespondents. [t consists of questions related to purpose of the study and
research questions or hypofhesis to.. be tested. Quesﬁonnaire Wou]d be used as the research
'instru.ment, which has about 2 sections and about 29 questions. The questionnaire used was a
~semi strﬁctured questionnaire which encompasses both open ended and close ended questions.
- The questionnaire goes alongside with the research objectives as it examines the bio-data of the

respondent, the respondents' view on, effect of small scale enterprise on the economy of Nigeria
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3.7 METHOD OF DATA COLLECTION

Data will be collected from the sampled population whereby the respondents giving their consent
before taking part in the study, so as to fulfill ethical consideration in social research. Certain
motivational means would be employed like patronage of the small-scale enterprises and
materials to boost the interest of the respondent while conducting the research.

In complianée with the ethical standards on research work involving human subjects, this
study intends to protect the dignity and privacy of every individual who in the course of research
work would be requested t0 provide valuable information about the subject of .study. This study
ﬁpheld the following principles: -

Conﬁdéntiality- All responses giving by the respondents \;v_ill be treateii confidentially.

.Non—maleﬁcencc- There is no risk of harm involved, the research will not cause any harm
- to those involved.
.. Voluntariness- It is based on the voluntary participation of the respondents; no one will be
coerced to be a participant of the study. |
3.8 METHOD OF DATA.ANALYSIS
The collected.' data will be analyzed using the statistical package for social sciences (SPSS). The
collected data will be coded for easy transcription and analyzed for easy understanding which

will help to draw conclusion pertaining to the Study.
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CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS

In this chapter, the results of the analysis of primary data gathered through questionnaire

administration to various respondents were presented in tables showing frequencies and
percentages. The result and interpretation of the research hypothesis earlier stated in chapter one

of the research work were also presented. This chzipter also deals with the discussion of research

findings as they relate to the objectives of the study and providing answers to the research

qhestions formulated.in this study.

Out of a totél of 150 copies of Questionnaire distributed, 122 were returned while the remaining

28 were not returned. This gives'a retufn rate of 81.3% for the study. Therefore, the study used

the available numbers of primary data collected to for the purpose of thel analysis and test of

stated hypothesis.

_ 4_.1 DATA PRESENTATION AND ANALYSIS
This section contains the presentation and analysis of responses to the questionnaire

administered.
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Table 4.1: Demographic Characteristics of the Respondents

Variables Frequency Percentage
18-28 years 15 12.3
29-38 years 25 20.5
Age. 39-48 years 74 60.7
: 49 years & above |8 6.6
Total 122 100.0
Male 34 27.9
Sex Female 88 72.1
Total 122 100.0
Student 31 25.4
. | Civil Servant 27 2241
Occupation
Others 64 52.5
Total 122 100.0
Single 2l 17.2
. Married 97 79.5
Mar;tal status - Divorced 4 3.3
‘Total 122 100.0
Christianity 102 83.6
Religion [slam 20 16.4
Total 122 100.0
Yoruba 7T 63.1
Ibo 25 20.5
Ethnicity Hausa 18 14.8
| Others 2 1.6
Total 122 100.0

Source: Researcher’s Survey, 2017.

The Table 4.1 shows that 15 (12.3%) of the respondents are within the age range of 18—28 years,
25(20.5%) are between 29-38 yéars old, 74(60.7%) are 39-48 years old v_yhile 8(6.6%) of the
respondents afe 49 years and above. This indicates that hi ghest respondents were in their active
| age group 39-48(60.7%) I_While the least were those aged >49 (6.6%). Also, the table shows that
that 34(27..9%) of the respondents were males while 88(72.1%) represent females respondents.

The table 4.1 shows that 31(.25.4%) Réspondents are students busiﬁess owners, 27(22.1%) are

Civil Servants while 64(52.5%) represents others. This table also indicates that 21 representing
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17.2% of the ‘Respondents are single, 97(79.5%) are married while 4(3.3%) of the Respondents
are divorced.

It is presented on the table that 102 which accouﬁt for 83.6% of the Respondents are Christians
while the remaining 20(16.4%) are Muslims. This depicts that most of the Respondents practice
C_.hristianity. Finally, on the ethnic distribution of the Respondents, the result reveals that
77(63.1%) are Yoruba,. 25(20.5%) are Ibo, 18(14.8%) are Hausa while the remaining 2(1.6%)
represents other ethnic group.

_Se'cti_on B: Small/Medium Scale Business and Economic Growth Data Analysis

Table 4.2 Are you into small/medium scale business?

Frequency Percentage

Yes ' 122 100.0
Source: Researcher’s Survey, 2017.

Table 4.2 depicts that all the 122 respondents representing 100% are into small/medium scale

businesses.

Table 4.3 Business Type

Frequency Percentage
Retailing : 86 70.5
~ Wholesaling 19 . 15.6
Agriculture & Agro-Allied 12 ' 9.8
Manufacturing . 5 . 4.1
Total 122 100.0

Source: Researcher’s Survey, 2017,
Table 4.3 shows that a large number of the respondents 867(70.'5%) engaged in retail business,
19(15.6%) of the respdndents are into wholesaling, 12(9.8%) are into Agric & Agro-Allied while

5(4.1%) of the total respondents engaged manufacturing.
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Table 4.4 To what extent has your business been thriving

Frequency Percentage
Greta extent 90 73.8
Little extent 22 18.0
Low extent 6 4.9
Extremely low extent 4 33
- Total 122 100.0

Source: Researcher’s Survey, 2017.

Table 4.4 shows 90(73.8%) of the ‘respondents affirmed that their business has been thriving
greatly, 22(18.0%) respondénts’ business thrive in little extent, 6(4.9%) have low extent while
4(3.3%) of thé businesses have extremely low extent.

Table 4.5 How long have you been in business

Frequency Percentage
0-2 years 8 6.6
2-4 years 22 18.0
4-6 years 82 67.2
6 years & above 10 8.2
Total 122 100.0

Source: Researcher’s Survey, 2017.

Table 4.5 depicts that 8(6.6%) of the respondents have been in business for the past 2 years,
22(18%) businesses are within their 2-4 years, 82(67.2%) have been in existence for 4-6 years
while 10(8.2%) have been in business for 6 years and above.

Table 4.6 Do you make profit

Frequency Percentage
I have not made any profit 4 3.3
. I have made profit 112 91.8
I only break even 5 4.1°
[ have made loss 1 8
Total 122 100.0

‘Source: Researcher’s Survey, 2017.
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Table 4.6 shows that 4 representing 3.3% of the respondents have not made any profit, a large
number of the respondents 112(91.8%) attest that they made profit, 5(4.1%) have only break

even while 1(0.8%) of the respondents have made loss.

Table 4.7: Has government been supportive enough in terms of policies

Frequency Percentage
No . 80 65.6
Yes 42 34.4
Total 122 100.0

| ~Source: Researcher’s Survey, 2017.

Table 4.7 depicts that 80 which account for 65.6% of the respondents affirmed that government
has not been supportive enough in terms of policies while the remaining 42 representing 34.4%
agreed that government has been supportive.

Table 4.8 Do you think small/medium scale businesses can aid economic development?

Frequency Percentage
Strongly agree 75 61.5
Agree 26 21.3
Disagree 14 115
Strongly disagree 7 8.7
Total 22 100.0

Source: Researcher’s Survey, 2017.

Table 4.8 shows the responses of the rCSpohdents regarding the question on whether
small/medium scale business can :aid. economic growth and development. 75(61.5%) of the
respondents strongly agree that SMEs can aid economic development, 26(21.3%) agreed with
this assertion, 14(1 1._5%) disagreed while 7(5.7%) of the respondents strongly disagreed with the

opinion that SMEs aids economic development.
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Table 4.9 How did you get the start-up capital to finance your business?

Frequency Percentage
Commercial bank 38 3L.1
Bank of Industry 2 1.6
Personal Saving 74 60.7
Family and Friends 8 6.6
Total 122 100.0

Source: Researcher’s Survey, 2017.

Table 4.9 shows the responses of the respondents on how they got their start up capital.
38(31.1%) of the respondents got their capitai through loan from commercial banks, 2(1.6%)
from Bank of Iﬁdustry, 74(60.7%) raised their capital through personal savings while 8(6.6%) of
the respondents borréwed money from family and friends. This indicates that majority of the

respondents raised their capital from internal source of finance (loan).

Table 4.10: What was the interest rate of this loan?

Frequency ‘Percentage *
Interest free - 79 64.8
5-10% 22 18.0
11-20% 18 14.8
20% & above 3 2.5
Total 122 100.0

Source: Researcher’s Survey_, 2017.

Table 4.10 shows.whe‘the_r respondents pay any interest on 1ban and what the interest percent
ra.nge- is. 79(64.8%) of the respondents pay no interest on their start—ub capital, 22(18%) pays
interesf rate ranging from 5-10%, 18(14.8%) pay interest within the range of 11-20% while 3

representing 2.5% of the respondents pay interest rate of 20% and above.
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Table 4.11: How often do you service this loan?

Frequency Percentage
Every month 38 88.3
Quarterly 5 11,7
Total 43 100.0

Source: Researcher’s Survey, 2017.
Table 4.11 indicates how often the respondents service their loan. Out of 43 respondents that pay

interest on loan, 38(31.1%) service their loan monthly while the remaining 5(4.1%) service theirs

quarterly.
- Table 4.12: Do you think financing has affected your business performance
' Frequency ' Percentage
Yes 104 85.2
No ' 18 14.8
Total 122 ' 100.0

Source: Researcher’s Survey, 2017.

Téble 4.12 shows the .responses of the respondents on whether financing has affected their
business performance. 104(85.2%) representing large number of the respondents agreed that
financing has affected their business performance while 18(14.8%) disagreed with the assertion.

~ Table 4.13: If you have access o enough finance, would you diversify into other areas?

5 ) Frequency Percentage
Yes, I will - 102 83.6
I am contented at this level 18 14.8
I can't say for now 2 ' 1.6
Total : 122 100.0

Source: Researcher’s Survey, 2017.

Table 4.13 shows if respondents have access to enough finance will they diversify into other
busiﬁéss areas. 1 02 representing 83.6% of the respondents affirm thgt if they have access to more
ﬁﬁancé, they will diversify, 18(14.8%) are contented with their current business position while

2(1.6%) of the respondents.can never tell.
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Table 4.14: What infrastructure do you use for your business?

Frequency Percentage
Electricity 63 51.6
Water 13 9.1
Transportation 48 39.3
Total 122 100.0

Source: Researcher’s Survey, 2017.

Table 4.14 shows the type of infrastructural facilities the respondents use for their business
operation. 63_(51.6%) of the respondents use electricity, ]3.(9.1%)' use water mostly while
48(39.3%) make use of transport facility in their operation.

Table 4.15 Do you have access to this infrastructure freely and sufficiently

Frequency Percentage
Yes 35 28.7
No 87 1713
" Total 122 100.0

~ Source: Researcher’s Survey, 2017.
Table 4.15 shows if respondents have access to aforementioned infrastructural facilities freely
and sufﬂcienﬂy. 35(28.7%) have access to' these facilities freely and sufficiently while

87(71.3%) of the respondents do not.

Table 4.16; How has this affected your daily logistics and business performance?

Frequency Percentage
Negatively 87 71.3
Positively 35 28.7
Total 1122 1100.0

Source: Researcher’s Survey, 2017.
Table 4.16 shows how inadequate infrastructural facilities have affected respondents® daily
logistics and business performance. 87(71.3%) businesses have been affected negatively while

35(28.7%) are positively affected.
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Table 4.17 Do you see inadequate social infrastructure has a challenge to small/medium scale
enterprise?

Frequency Percentage
Yes 98 80.3
No 24 19.7
Total 122 100.0

Source: Researcher’s Survey, 2017.
Table 4.17 shows if inadequate social infrastructural has a challenge on SMEs. 98(80.3%)
aff'lrmed that inadequate social infrastructural facilities has a challenge on SMEs while

42(19.7%) of the respondents disagreed.

Table 4.18 If Yes, why

: Frequency Percentage
 No response 4 4.08
Reduce demand for my products 32 32.6
Reduce my profit 29 i 29.6
Slow down my business growth 33 33.7
Total : 98 100.0

Source: Researcher’s Sﬁr\{ey, 2017.

Table 4.18 shows the reasons why inadequate social infrastructural has been a challenge to small
scﬁlc enterprises. 4(4.08%) of the respondents who affirm that inadequate infrastructural
facilities placé challenge on the businesses has no reason for that, 32(32.6%) affirmed that it
reduce the:deménd for their prbducts, 33(33.7.6%) affirmed that their profit reduced while 29

representing 29.6% of the respondent attest that it has slow down their business growth. _

Table 4.19 If No, why

: , Frequency Percentage
~ No response 24 100.0
Total 24 100.0

Source: Researcher’s Survey, 2017.
Table 4.19 shows that that 24 representing 100% of the respondents who acclaimed that
- inadequate social infrastructural facilities does not place challenge on business operation do not

have reason for that.
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Table 4.20 Do you pay tax or levy‘?

Frequency Percentage
Yes 81 66.4
No 41 33.6
Total 122 100.0

" Source: Researcher’s Survey, 2017,

~Table 4.20 shows if respondents pay tax or levy. 81(66.4%) of the respondents pay tax or any

form of levy while 41(33.6%) of the respondent's do not.

Table 4.21: If yes, how often?

Frequency Percentage
Once in a while 4 4.9
Weekly 29 35.8-
Monthly 48 59.3
Total 81 100.0

Source: Researcher’s Survey, 2017.

Table 4.21 shows how often do respondents pay tax or leify. Out of 81 respondents that pay

tax/levy, 4(4.9%) pay once in a while, 29(35.8%) pay weekly while the remaining 48(59.3%) do

pay monthly.
Table 4.22: Do you pay to more than one collector?
' Frequency Percentage
No 81 100.0
Total 81 100.0

Source: Researcher’s Survey, 2017.
Table 4.22 shows if respondents pay tax or levy to more than one collector. The total 81

respondents representing 100% affirmed that they do not pay to more than one tax collector.
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Table 4.23: Has payment of tax or levy affected your business performance in any way?

Frequency Percentage
Yes, it has 40 32.8
No, it hasn't ; 28 23.0
I make enough sales so I can pay 13 10.7
Total 81 66.4

Source: Researcher’s Survey, 2017.

Table 4.23 shows if paying tax or levy has affected the respondents’ business performance in any
way. 40(32.8%) of the tax/levy payers affirmed that tax payment has affected their business,
28(23.0%) respondents are not affected, while 13(10.7%) of the respondents cannot really say if

their business is affected due to tax payment because they make enough sales.

4.2 TEST OF H\-{'POTHESIS

‘In order to provide s.olution to' the research problem identified in this study, the hypothesis
fofrnulated in chapter one of this research will be tested using a non-parametric statistical testing
tool called chi-square. In carrying out this test analysis, the researcher considered the data

™ question in the questionnaire administered. All positive

obtained from responsés to twelfth (12
responses (that is, strongly agree and agree) are in support of the'qucstion asked and are referred
to as favorable responses and all negative responses (thaf is, strongly disagrge and disagree)
indicate that.‘they do. ﬁot agree with the question and are generally referred to as unfavorable
responses. |

Decision Rule

~ Reject the HO if the p-value is less than (<) 5% level of significance. Accept the HO if the p-valuc

is greater than (>) 5% level of significance.
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Table 4.24: Test statistics of the relationship between Small/Medium Scale Business and the

Economic Growth in Ekiti State

Is there significant relationship between | Chi-Square 52.459
Small/Medium  Scale Business and the | df 1
Economic Growth in Ekiti State Asymp. Sig. 000

- Source: Researcher’s Survey, 20 127.
Table 4.24 represents the summary of chi-square result after émploying SPSS version 20 for data
_ analyé:is. F_rom the tab.lle, the result indicates a chi-square value of 52.459, degree of freedom of
| lénd p-value of 0.000, that is X*(1) = 52.459, p = 0.000. This implies that there is a strong and
significant relationship between Small/Medium Scale Business and the Economic Growth in
Ekiti State at 5% level éf significance. In view of the above result therefore, it is evident to reject
the null hypothesis Ho and accept the alternate hypothesis H1 which states there is significant
relatiohship between Small/Medium Scale Business and the Economic Growth in Ekiti State.
4.3. DISCUSSION Of THE RESEARCH FINDINGS
The study assessed small scale enferprise and its impact on economic growth in Nigeria using
Ado Ekit_i'-as case study. The study answered the research questions and iested the study
hypothesis. | |
- These results of the above are discussed below;
4.3.1 Small-scale enterprise and economic development
From the result of the analysis, the researpher found a significant rélationship between

Small/Medium Scale Business and the Economic Growth in Ekiti State. The descriptive analysis
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represented in table 4.13 above revealed that SMEs operation affect economic growth. Majority
of the respondents strongly affirmed that SMEs can aid economic development.
In support.ive of the'descriptive analysis, the empirical analysis also revealed a significant
relationship between SMEs and economic development. This is confirmed by the chi-square
result in the table 4.29 above which depicts X2(1) = 52.459, and p-value of 0.000. This is
significant at 5% signiﬁcanoe level. ..
4.3.2 Finance, social infrastructural facilities, and multiple taxation and their challenges on the
perfoﬁnance of SMEs in Ado-Ekiti
The result of .the anaiysis in the above table 4.21 shows that inadequate infrastructural facilities
plﬁce a major challenge on the sﬁcéess and operations of small/medium scale enterprises in Ekiti.
- In afﬁm1ation_, 98 which account for 80:3% of the respondents support this with their various
reasons like drop in sales révenue, fall in customer patronage aﬁd limitation to business growth
and expansion. In regard to tax/levy paymenﬁ none of the respondents pay multiple tax which in
“turn has no effect on their business. Furthermore, the respondents have no access to sufficient
funding in financing their business therefore; they found it difficult to expand their business
scope.
In summary, the study conﬁrméd that significant relationship exi.st between small/medium scale
business and economic develOpmen‘[. The next chapter would give a'summary of the research,

conclusion as well as recommendations for the study.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 SUMMARY
The main aim of this study is to find out the impact of small scale enterprise on economic growth
in Nigeria. However, this project has been classified into five (5) chapters. The first chapter deals
wfth the introduction of the research topic, the background to the study, history of the research
| ‘topic, research objectives and question significance of the study, the limitations and scope of the
research study, statement of research hypothesis. The second chapter deals with the definition of
concepts, theoretical and empiri'cal framework. .The literatures related to this rescarch were
reviewed particulafly, the concept Of economic growth and SMEs, empirical reviews and the
clean surplus Socioidgical theories which underpin this study. The theory connects the
- relationship between SMEs and eéonomic growth. The third chapter deals with the research
methodology, data sources, and estimation procedure used to analyze the result of the research
work.
The fourth chapter presented the results of the analysis of primary data gathered through
questionnaire administration. .The résult and interpretation of the research hypothesis were also
rpresented. This chapter also deals with the discussion of research findings as they relate to the
objectives of the study and providing answers to the research questions formulated in this study.
~ Finally, the fifth chapter presents the _suﬁlmary of the study, conclusions, major findings of the

study and recommendation.
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MAIJOR FINDINGS OF THE STUDY |
The study assessed small scale enterprise and its impact on economic growth in Nigeria using
Ado Ekiti as case study. The study answered the research questions and tested the study
hypothesis.
From the result of - the analysis, the researcher found a significant relationship between
Small/Medium Scale Business and the Economic Growth in Ekiti State. The descriptive analysis
- represented in table 4.13 above revealed that SMEs operation affect econorhic growth, Majority
of the respondents strongly afﬁrmed that SMEs can aid economi.c development. In supportive of
“the descriptive analysis, the empirical analysis also revealed a significant relationship between
' SMEs and economic development.
* The result of the.analy_sis shows that inadequat¢ infrastructural facilities place a major challenge
on the success and operations of small/medium scale enterprises in Ekiti. In affirmation, 98
Which'accounlt. for 80.3% of the respondents support that inadequate infrastructural facilities
place a major challenge on the success and operations of small/medium scale enterprises in Ekiti.
The respondents with their various reasons like drop in sales revenue, fall in customer patronage
and limitation to business growth and expansion. In regard to tax/levy payment, none of the
~ respondents pay multiple tax Which. in turn has no effect on._their businz;ss. Furthermore, the
respondents have no access to sufficient funding in ﬁnéncing their business therefore, they found
it difficult to expand their business scope.
Iﬁ summary, the study confirmed that significant relationship exist between small/medium scale

business and economic development.
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5.2 CONCLUSION

The findings of the result revealed that small and medium scale enterprises have a significant
impact on the economic growth in Nigeria and limited access to fma;ncc and inadequate
infrastructural facilities have posed a major challenge to developing small and medium scale
enterprises in the State and Nation at large. It was also discovered that payment of tax or levy
does not impact on the business performance in any way. It is a fact _1hat small and medium scale
enterpri'se is one of the strategies towards socioeconomic development of any society. In
conciusion, therefore, small and medijum scale entérprises should be encouraged and promoted in
Nigeria so as to witness more socio-economic growth and development. Small and Medium
Scale Enterprises which have. better prospects for developing domestic economy, thereby
generating the required goods and services that will propel the ecconomy of Nigeria towards
development. It is based on fhis pfcmise that argued that one of the responses to the challenges of
develppment in developing countries particularly, in Nigeria, is the encouragement of
entrepreneurial develdpmgnt scheme. Despite the abundant natural resources, the country still
' ﬁ:ﬁds it ve-i‘y difficult to discover her developmental bearing since independence. Quality and
, adequate infrastructural provision has réﬁlained a night-mare. Most of the poor and unemployed
Niger_iéﬁs in order to-b.'ett'ef their lots have resbrted to the establishment o.f their own business.
fhe potentiﬁl and opportunities for SMEs in Nigeria to rebound and play.the crucial role of been
the engine of 'growth, develoﬁment and industrialization, wealth creation, poverty reduction and
employment creation ére enormous. -

53 RECOMMENDATIONS

“ Based on the results of the findings, the following recommendations were made:-
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1. Government should provide more capital funding to the small and medium scale business

owners who present viable business ideas in order to reduce the rate of unemployment in
Nigeria;
2. The Nigeria banks should encourage the development of small and medium scale enterprises

through reduction in thEe interest/charges on loan;

3. The government should also provide enabling environment in terms of constant power supply

to encourage SMEs in Nigeria.
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APPENDIX

©)

Questionnaire
Section A
Demography
(1)  Age: 18-28 29-38 39 -48 49 and above
(2) Sex:Male [ ] Female [ ]
Occupation: Student [ ] civilservant [ ] Others [ |
(4)  Marital Status: Single [ ] Married [_] Divorced ]
(5)  Religion: Christianity [ ] Islam []  Others ]
(6)  Bthnic: Yoruba [] Ibo [ ] Hausa [ | Others [ ]
SECTION B
(7) Are you into small/medium scale business?
Yes L No
(8) What type of small scale businesses
(a) Retailing
(b) Wholesaling
(c) Agriculture and Agro-allied
'(d) Manufacturing
(9) If yes, to what extent has your business been thriving?

(a)Great extent
| (b)Little extent
(c)Low extent

- (d)Extremely low extent

(10)  For how long ha_ve you been in business?
(a) 0-2 years '
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(b) 2-4 years .
(c) 4-6 years
(6) 6 years and above

(11) Do you make profits?
(a) T have not made any profit
(b) I have made profit
(c) I only break even
(d) T have made loss
(12) Has government been supportive enough in terms of policies?

Yes No

(13) Do you think small/mediuﬁl scale businesses can aid economic development?
(a)Strongly agree
(b)Agreé
- (c)Disagree |
(d)Strohgly_ disagree
(14) How did you get the staft—up capital to finance your business?
(a)Commercial bank
(b)Bank of industry
(c)Personal savings
(d)Family and friends_'
(15) Whét was the intérest rate of this loan?
~ (a) Interest free
(b) 5-10%
(©) 11-20%
(e) 20% and above

(16) How often do you service this lban‘?
- (a)Daily
(b)yWeekly
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| (c)Every month
(e)Quarterly

(17)Do you think ﬁnancihg has affected your business performance?

Yes No |7

(18)If you have access to enough finance, would you diversify into other areas?
(a)Yes, I will
(b)I am contempt at this level
(c)I can’t say for now
(d)No; I won’t
(19)What infrastructure do you use for your busi‘ness?
(a)Electricity
(b)Water
(¢)Transportation
(d)Othcrs; please specify..........cooviviiennnnn,

(20)Do you have access to this infrastructure freely and sufficiently?

Yes | ' No

(21)How has this affected your daily Togistics and business performance?
Negatively  Positively

~ (22)Do you see inadequate social infrastructure as a challenge to small/medium scale enterprise?

Yes NO
C(23)Ifyes, Why.......ovvn.... R - P b s o
AYTENO, WHY ..o oo e
(25)Do you pay.‘tax or levy?

" Yes | No

(26)If yes, how often?

(a)Once in a while
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(b)Daily
(c)Weekly
(d)Monthly

(27)Do you pay to more than one collector?

Yes | | No

(28)If yes, please state them

- (29)Has payment of tax or levy affected your business performance in any v&:ay?
(a)Yes, it has
(b)No, it hasn’t

(c)I make enough sales so I can pay
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