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ABSTRACT

ThispaperexplorestheeffectsofgovernmentpoliciesonthedevelopmentofSmallandMedium
EnterprisesindevelopingcountriesthroughtheexaminationofthecaseofNigeria.Manyresearch
studies reported that SMEs in Nigeria have not benefited from the policies formulated by the
government.ThispaperinvestigatestheimpedimentstomanufacturingSMEsgrowthandtheneeded
pre-requisiteenvironmentforSMEstobenefitfromgovernmentspecificpolicies.Thestudyadopted
aqualitativemethodologydependingonfacetofaceinterviewswith20SMEownersand/ormanagers
infiveofthesixgeographicalarearsofNigeria,20bankmanagersinthecapitalcityofLagosand20
governmentofficialslocatedinthefederalcapitalcityofAbuja.Thestudyunveilsuniquecontextually
novelinsights,includingparticularlythedistinctiveprocessesanddifferentrelationshipsrelatedto
lendersdecision.Theresearchfindingsareconsistentwiththosereportedbyotherscholarsinthe
field,andconfirmthatgovernmentpoliciesandsupportintheareasoftechnology,infrastructure
andfinanceaffectstheperformanceofSMEstoagreatextentinNigeria.
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INTRoDUCTIoN

Theimportanceofsmallandmediumenterprises(SMEs)foranycountrycannotbeover-emphasised,
butdespitetheirinternationallyrecognisedimportance,SMEsstillfacemajorchallengesinmany
developingandemergingcountries(Ayalew&Gashu,2015;Eniola,2014;Fatoki&Odeyemi,2010).
However,thechallengesofbusinessentry,survivalandgrowthareoftensubstantial(Adaramola,
2012).Sequeltothis,financialresourcesandtheinabilitytohandlecomplexbusinessmanagement
issuesinacomplicatedandbureaucraticenvironmentpresentmajorobstacles.Therefore,theneed
to improve the different elements that make up a good business climate should be carried out
expeditiously(OECD,2004).
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Thisarticlesetsouttocriticallyevaluatetheeffectofgovernmentpoliciesindevelopingthe
smallandmediumenterprises(SMEs)inNigeria,inordertogainaninsightintohowitaffectstheir
businessperformance.Weseektoengagetheperspectiveofthemajorstakeholdersinthedevelopment
ofSMEswhicharethegovernmentinstitutions,thebanksandtheSMEsowner/managers.

LITERATURE REVIEw

Smallandmediumenterprises(SMEs)playaveryvitalroleineveryeconomybothinsuccessful
developedcountriesanddevelopingcountries(El-Gohary&El-Gohary,2016;Khan&Khalique,
2014;El-Goharyetal.,2013;El-Gohary,2012a,2012b,2011,2010a,2010b,2009;El-Goharyet
al., 2009a,2009b,2009c;Ariyo,2008;Wiklund&Shepherd,2005;Wong&Aspinwall,2004).
Theyperformsomeimportantroleslikejobcreation(Farouk&Saleh,2011;Deakinsetal.,2001;
Stanworth&Purdy,2004),wealthcreationwhichincreasestheeconomysize(Birchetal.,1993).
Furthermore,SMEsutilises their limited resources efficiently anddevelop entrepreneurial skills
(Karmel&Bryon,2002;NIPC,2003;Hussain,Millman,&Matlay,2006;Poutziouris,2003;Deakins,
Logan,&Steel,2001).Studiescarriedoutbyvariousauthors,seeMatlayandWesthead,(2005);
Porter,(2006);Hussain,Millman,andMatlay,(2006);HarvicandLee,(2002),suggeststhatSMEs
contributesignificantlytothesocial-economyandpoliticalinfrastructureofdevelopinganddeveloped
countries.However,theNigeriagovernmenthasbeenaccordinglittleattentiontothisall-important
sectorforsolongdespiteitsnumerousbenefits(Adjebeng-Asem,1998).

Inthelastdecade,thistrendhaschangesastheNigeriangovernmentwithinitscapacityisnow
accordingallnecessaryattentiontothedevelopmentofSMEsforacceleratedeconomicgrowthand
empoweringitscitizenforentrepreneurshipandtechnologyinnovation(Oyelola,2013).Themajor
reasonfortheinadequateattentionassuggestedbySMEDAN(2011)emanatedfromtheunavailability
andpaucityofcredibleandreliabledatabase.Thishasfraughtthemajorstakeholderstoevesustainable
interventionstrategiesforthedevelopmentofSMEsinNigeria(SMEDAN,2011).Asaresultof
this,ithasconstrainedthegovernmentandthepolicymakerstosetanentrenchedpolicyandhavea
baselineformeaningfulcomparison(Toby,2007).ThiswascorroboratedbyBrevoortandHannan
(2006)intheirstudythatwithoutcomprehensiveinformationonSMEs,verylittlewillbeknown
abouttheircontributiontotheeconomy.

In an effort to reposition and create efficient and sustainable SME sector in Nigeria, the
governmentcommissionedacollaboratedsurveyreportonMSMEin2010betweenthenational
bureauofstatistics(NBS)andthesmallandmediumenterprisesdevelopmentagencyofNigeria
(SMEDAN).Thiswasoneoftheconcertedresponsestothechallengesofbuildingacredibleand
reliableSMEdatabasewhichisabasicrequirementtostrategicallyrepositionanddevelopthesector
SMEDAN,2010).Therefore,relevantinformationwillbeavailableandwillbeusefulingraspingthe
levelofcontributionofSMEstothedevelopmentoftheeconomy(IFC,2001).

Meanwhile,otherfactorshavebeenidentifiedconstrainingthedevelopmentofthisallimportant
sectorwhichincludeshighproductioncostsemanatingfromtheprovisionofinadequateinfrastructure
by thegovernment, inefficient technologyusebySMEs relating toprocessing,preservationand
storage of commodities, lack of access to international market, nonexistence of succession plan
bytheoperators,pooraccesstovitalinformation,inabilitytokeepadequatefinancialrecords,and
absenceofResearchandDevelopmenttomentionafew(Ogbo,&Nwachukwu,2012;Obokoh,2008;
Adaramola,2012;Eniola,2012).Theabsenceofthesefacilitieshasinstigatedhigheroverheadscost
fortheSMEswhichhasimpactedontheirprofitabilityandgrowthbecausetheywereresponsibleto
obtainsuchfacilitiesattheirownexpense(Mambula,2002).However,theseproblemshavebeenon
thevanguardofeverynewgovernmentinpowertotackle.However,littleresultshavebeenachieved
exceptthetelecommunicationssectorwhichiscontributingimmenselytothedevelopmentofthe
economy(Sanusi,2010;Evbuomwan,etal,2013).
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