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Abstract 

This study investigates 

issues and challenges 

affecting business and 

economic development 

in Nigeria with 

particular focus on Small 

and Medium Scale 

Enterprises (SMEs). 

SME's generate growth 

and development for any 

economy. These 

enterprises are faced 

with diversity of 

problems in Nigeria due 

to numerous domestic 

and global economic 

problems, and policy 

inconsistencies which 

informed the need for 

the study. The main 

objective is to examine 

the issues and 

challenges facing SMEs 

in Nigeria which hinders 

growth and economic 

development of the 

country. This is 
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INTRODUCTION  

  Background to the 

Study 

Small and Medium Scale 

Enterprises (SMEs) are 

the building blocks of 

any growing economy. 

Some of the roles of 

business organizations 

particularly the small 

and medium 

enterprises (SMEs) in 

an economy include 

employments 

generation, rural 

development, youth 

empowerment, 

contribution to national 

income and growth, 

spread and 

development of 

adaptable technology, 

and regional balanced 

growth channel. These 

enterprises are faced 

with diversity of 

problems in Nigeria due 

to numerous domestic 

and global economic 

problems, and policy 

inconsistencies. The 

result is a high 

mortality rate. Some of 

the problems are 

internal to the  
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necessary in view of 

sectors' contribution to 

national income, 

employment, prosperity 

and 'development which 

till today remain very 

low. As part of the 

adopted methodology, 

60 questionnaires were 

distributed to selected 

SMEs owners in Bauchi 

metropolis’s, out of 

which 50 were 

completed and returned 

which accounted for 

83.3% response rate. 

The study which 

adopted purposive 

sampling technique was 

analyzed using simple 

percentages and Z-test 

to examine the issues 

and challenges facing 

SMEs in line with the 

objectives of the study. 

Findings from the 

analysis revealed that, 

"factors such as 

management skills, 

entrepreneurial or 

business orientation and 

leadership, as well as 

inconsistent policies, 

multiple taxation, poor 

infrastructure and 

economic woes are the 

main issues and 

challenges facing major 

SMEs in Nigeria thus, 

slowing down the 

economic development 

of the country. Some 

recommendations were 

made, among which is 

the need for 

improvement on SMEs 

managerial capabilities, 

as well as ensuring 

effective institutions! 

Coordination of the 

efforts of relevant 

agencies and 

institutions, formulation 

and implementation of 

favorable business 

policies, adequate 

infrastructure and 

streamlining of the 

multiple taxes stifling 

SME's development and 

subsequently dwindling 

economic fortunes. 

 

enterprises and they include inadequate working capital, stiff competition from 

larger companies, difficulties in sourcing raw materials, low capacity utilization, 

lack of management strategies, poor educational background of operators, and 

huge financial problems. External ones include grey policies, multiple taxation, 

harsh regulatory requirements, and insecurity and trade groups. For businesses 

to be sustained in this challenging environment there is a need for systematic 

analysis of their problems and the identification of strategies for survival. Some 

of these businesses are thriving in Nigeria despite the challenging environment 

as a result of the effective option strategies they have internalized while others 

have closed shop. It has become important to identify the major problems and 

the strategies employed by thriving ones. The objective of this paper therefore is 

to critically examine the economic prospect and challenges of businesses in 

Nigeria with particular reference to SMEs and identify the option strategies 

utilized by these businesses. In Nigeria, the realization of the role of SMEs in 

development sprang from the backdrop of the problems plaguing the economy in 

recent decades. These include slow or declining economic growth, 
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unemployment, underemployment, and poverty. The National Bureau of 

Statistics (NBS) has put the figure of unemployed Nigerian in the first half of 2012 

at 23.9 percent, up from 21.1 percent in 2010 and 19,7 percent in 2009, compare 

to the rate at 19.7% in 2008 and 16,3% in 2007 respectively. Unemployment rate 

for 2006-2008 was 55.9 percent, 4 time higher (Salami, 2011). Manufacturing 

and services are important sub-sectors of SMEs that can help proffer solution to 

this problem, but the former tends to be more susceptible to attrition and failure. 

Indeed, the manufacturing sector's contribution to national income till today 

remains low (Osamwonyi, 2009). For industrialization, this picture has to be 

changed quickly. The strength of this paper is that it generates information that 

can enlarge the number of businesses in Nigeria and therefore contribute to 

economic growth and .development. 

 

Statement of the Problems 

Business Enterprises faces many challenges. The future appears very bleak. Very 

few research results are available on business prosperity and economic 

development relating to issues and challenges facing SMEs. More information is 

required for the development of suitable interventions to improve ' the business 

enterprises and their environments. Lack of implementation of government 

policies and programmes as formulated by its agency, inadequate infrastructure, 

poor business locations and lack of managerial skills, lack of managerial skills, 

poor record keeping, weak access to financing, multiple taxation, and 

inconsistent policies and host of problems which drastically affects the growth of 

SME's in Nigeria thereby having a serious negative impact on economic 

development of the country. The study investigated these problems. 

 

Research Questions 

This study sought to answer the following research questions: 

i. To what extent do other barriers other than financing hinder business 

prosperity and development of SMEs?  

ii. To what level do poor managerial skills affects the performance of 

SMEs? 

 

Objectives of the Study 

The main objective of the study is to examine the Nigerian business prosperity 

and economic development and the issues and challenges facing SMEs. The 

specific objectives are: 
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i. To examine the extent to other barriers other than financing hinders 

business prosperity and development of SMEs.  

ii. To determine how poor managerial skills affects the performance of SMEs. 

 

Research Hypotheses 

Two hypotheses were formulated to guide the study in answering the research 

questions. 

H01: There are no major barriers other than financing that hinders business 

  prosperity and development of SMEs. 

H02: Poor managerial skills do not affect the performance of SMEs. 

 

Significance of the Study 

The findings of this study will benefit Small and Medium Scale Enterprises in 

Nigeria by indentifying those requisite factors for effective performance. This 

knowledge constitutes a basic input for business enterprises which -can help in 

reducing their mortality rate. Also, the study will benefit policy makers by 

indicating country-specific knowledge needed for effective policy design and 

implementation, academic community will also benefit by contributing to their 

existing knowledge and systematization of the fragmented knowledge on 

business enterprises. Finally, the study will serve as a breaking ground for other 

researchers by deepening their knowledge of this emerging' academic sub-

discipline of business management. 

 

Scope and Limitations of the study 

The study examines the Nigerian business prosperity and economic development 

issues and challenges facing SMEs. The study is focused on only the SMEs within 

Gwagwalada Area Council, Abuja-FCT between 2010 -to- 2015, the periods which 

witnesses the proliferation of many SMEs in Gwagwalada (Isyaka, 2015). 

However, as part of the limitation of this study, we caution users of this study not 

to generalize the result to mean the true issues and challenges facing SMEs in 

Nigeria as the study is only limited in geographic scope due to some certain 

constraints inhibiting the researchers. Other limitations include lack of up-to-

date books on SMEs in Nigeria. To minimize this limitation, the researcher made 

ample use of materials from SMEDAN and the Internet online resources. Despite 

these limitations, the findings of this study can be useful to other 'areas in Nigeria 

because SMEs operates in the same national business environment and 

encounter the similar challenges. 
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LITERATURE REVIEW 

Concept of Small and Medium Scale Businesses 

Stakeholders including researchers are yet to reach any consensus on what 

constitute a small-scale business (Nzelibe, 1991). Small and medium-sized 

enterprises (SMEs) are a very heterogeneous group. SMEs are found in a wide 

array of business activities, ranging from the single artisan producing 

agricultural implements for the village market, the coffee shop at the corner, the 

internet cafe in a small town to a small sophisticated engineering or software firm 

selling in overseas markets and a medium-sized automotive parts manufacturer 

selling to multinational automakers in the domestic and foreign markets. The 

owners may or may not be poor; the firms operate in very different markets 

(urban, rural, local, national, regional and international); embody different levels 

of skills, capital, sophistication and growth orientation, and may be in the formal 

or the informal economy. Statistical definition of SMEs varies by country and is 

usually based on the number of employees, and value of sales and/or value of 

assets. Due to its ease of collection, the most commonly used variable is the 

number of employees. The EU and developing countries set the upper limit of 

number of employees in the SMEs between 200-250, with a few exceptions such 

as Japan (300 employees) and the USA (500 employees). 

Nwakoye (1988) defines Small and Medium-Scale business as "any enterprise 

employing between five and twelve workers with an annual   turnover   of   about   

four hundred thousand naira (N400,000). The National Directorate of 

Employment (NDE) defines Small and Medium-Scale business in the 1989 

National Budget to include project with a capital investment as low as N3,000 and 

employing as few as three persons. The Federal Ministry of Commerce and 

Industry defines SMEs as firms with a total investment (excluding cost of land   

but including capital) of up to N750,000 and paid employment of up to fifty (50) 

persons. In a later report, the Federal Ministry of Industry (1988) defines a    

small-scale industry as those industries with a total investment of between 

N100,000 and N2,000,000 exclusive of land but including working capital. Okorie 

(1989) defines small-scale industry as wholly indigenous owned enterprises 

with less than fifty full time employees. The Central Bank of Nigeria, in its 

monetary policy circular No. 25 of 1991, defines small-scale business as an 

enterprise whose capital investment does not exceed N5,000,000 (including land 

and working capital) or whose turnover is not more than N25,000,000 annually. 

Section 351 (1) of CAMD 1990 defines a small company as one which satisfies the 

following conditions: a private company with a share capital, an annual turnover 

not more than two million naira (N2m), net asset value not more than   one 
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million (N1m), the members are not alien, none of its members is a government 

corporation or agency or its nominees, and the directors between them holds not 

less than 51% of the equity capital. Thus, SMEs as a concept is without an 

acceptable universal definition, hence the classification of an enterprise into 

small, medium and large scale is relative and varies. The major criteria for 

classification are the number of employees, relative size, initial capital outlay, 

sales value and volume, financial strength and balance sheet size, ownership 

structure and industry type. From these views, it is convenient to broadly 

describe SMEs as enterprises with capital outlay of between N100,000 and 

N25,000,000.00 (excluding land} and workforce of between 1 and 100. What is 

agreed though is that SMEs are crucial in economic development. 

 

Issues and Challenges Facing SMEs in Nigeria 

The challenges faced by most SMEs in developing countries like Nigeria are 

monumental and quite similar. This includes lack of credit facilities, corruption, 

inconsistent government policies and multiple taxation as well as poor State of 

the country's infrastructure and failure to adapt to the changing business 

environment, low standard of education and security Issues, Others include 

political and economic instability, poor government policies, Jack of enforcement 

of Nigerian patent laws, underestimation of Female business owners, lack of 

business connections, poor managerial ski Is and sub-standard product or 

services, as well as preference for foreign goods (Boettke & Christopher, 2004).. 

 

Business Prosperity and Economic Development 

The history of business development initiatives in Nigeria can be traced to 1964 

when the Federal Government set up several institutions and agencies to aid the 

development of business ventures for economic development (Oghojafor, Okonji, 

Olayemi & Okolie, 2011)- Agencies and institutions such as the Nigerian 

Industrial Development Bank (NIDB), Industrial Development Centre, National 

Economy Reconstruction Fund (NERFUND), 

'le's/Community Bank, Bank of Industry, Micro Finance Banks, and SMEDAN to 

mention a few have contributed significantly to the Nigerian Economic 

Development. The agencies saddled with the implementation of these initiatives 

are staffed with unqualified and incompetent, officials who have no relevant 

cognate experience and integrity. These officials are mostly appointed on the 

basis of political affiliations and willingness to manage these agencies for the 

benefits of their sponsors (usually government officials) to the detriment of the 

nation. Loans are granted to fellow politicians, relations and friends who have no 
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business establishments and nothing to do with the initiatives. Such grants are 

seen as the individuals' share of the national cake, n some cases, poor 

implementation is as a result of lack of relevant experience and bandwagon effect 

of corruption on the Nigeria national life. 

 

Contributions of SMEs to the Nigeria's Economic Development 

The question of why some nations are rich and others are poor has been at the 

center of economic debate for over two centuries. It is now widely agreed that 

the entrepreneur is the prime driver of economic progress (Nzelibe, 1991). 

According to Schumpeter as reported by Ebiringa (2012), capital and output 

growth in an economy depends significantly on the entrepreneur. The quality of 

performance of most businesses determines whether capital would grow rapidly 

or slowly and whether the growth involves innovation where new products and 

production techniques are developed. The difference in economic growth rates 

of countries of the world is largely due to the quality of business in those 

countries. Production factors of land, labour and capital are said to be dormant 

or indolent without the entrepreneur who organizes them for productive 

ventures. 

Businesses have led and will continue to lead to the economic revolution that has 

proved repeatedly to improve the standard of living for people everywhere 

(Zimmerer & Scarborough, 2006). The profits made by entrepreneurs, payments 

for the various factors of production by the level of business activities result in 

increase in National Income and increase in Gross Domestic Products, it also 

helps in improving the standard of living of the citizens of the country and creates 

employment opportunities for the unemployed citizens. The contributions of 

SMEs in industrial sector to the Nigeria's Gross Domestic Product (GDP) are 

valued at about 37% there by making it the second largest contributor to the 

Nation's GDP after the oil sector (SMEDAN, 2009). Small scale businesses play 

crucial roles in the economic development of many countries (Ogundee; 2006). 

In Columbia, India, Indonesia, Kenya, Tanzania and Zambia, SMEs employ more 

than 50% of the workforce. Similarly they accounted for. 99.9% of the 11.6 

million enterprises created in the European Union (Deloitte Touche Tohmatsu, 

1995). Small Businesses created 75% of the new jobs in the USA and accounted 

for over 40% of GDP. Equal y about 80% of Americans find their first jobs in Small 

businesses (SMEDAN, 2009). 

In Nigeria for instance, Small Scale Businesses (SSB) Constitutes 85% of all firms 

operating in the economy, and like in most other developing countries they 

employed the largest number of workers. A study conducted by the Federal office 
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of Statistics shows that 97% of all businesses in Nigeria employ less than 100 

employees. Looking at the definition of SMEs, (genera ly an umbrella term for 

firms with less than 250 employees) it then means that 97% of a businesses in 

Nigeria are "small businesses". The SME sector provides", on average, 50% of 

Nigeria's employment, and 50% of its industrial output (Oghojafor, Kuye, 

Sulaimon & Okonji, 2009). Oluba (2009) summarized the contribution of SMEs 

to an economy, especially developing ones as: Greater utilization of raw 

materials, employment generation, encourage of rural development, 

development of entrepreneurship, mobilization of local savings, linkages with 

bigger industries, provision of regional balance by spreading investments more 

evenly, provision of avenue for self-employment and provision of opportunity for 

training managers and semiskilled workers. 

 

Empirical Review 

Plethoras of studies have been documented in this regards. Among these studies 

is the work of Oluba (2009) that argued that financing strength is the main 

determinant of small and medium enterprises growth in developing countries. 

Similarly, Yue and Ma (2008) studied issues pertinent to the sustainable 

development of technological innovation in Small and Medium Enterprises 

(SME). At the end of their study, they argued that sustainable development of 

technological innovation in SMEs is a systemic engineering, which involves a 

number of issues such as technical level, capabilities of key research and develop 

personnel, availability of fund for research and development and business 

development etc. SMEs need to develop and implement strategy based on their 

own characteristics and strive to realize sustainable growth in the long run which 

cannot be resolved in a short time. 

Aremu (2004) argued that entrepreneurial orientation is the panacea to the 

ebbing productivity. They opined that in Nigeria, there is need for a non-stop 

growth, harmonious and balanced blend of resources with the other engines of 

growth. Each of these engines of growth like people, market, capital, technology 

and organization can only flower and blossom fully where the efficacy of 

entrepreneurial orientation is appreciated and implemented. 

Akingunola (2011) assesses specific financing options available to SMEs in 
Nigeria and contribution with economic growth via investment level. The 
Spearman's Rho correlation test is employed to determine the relationship 
between SMEs financing and investment level. The analysis reported a significant 
Rho value of 0.643 at 10%. This indicated that there is significant positive 
relationship between SMEs financing and   economic growth in Nigeria via 
investment level. Descriptive statistics were also used to appraisal certain 
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financing indicators. The paper later proffer that accessibility to relative low 
interest rate finances should be provided to small and medium enterprises in 
Nigeria in order enhance economic growth. Aremu and Adeyerni (2011) claimed 
that their findings have shown that most SMEs particularly in Nigeria die within 
their first five years of existence. It was also revealed that srnal er   percentage   
goes   into   extinction between the sixth and tenth year while only about five to 
ten percent of young companies survive, thrive and grow to maturity. Many 
factors have been identified as likely contributing factors to the premature death. 
They  include  insufficient capital, lack of focus, inadequate market research, 
over-concentration on one or two markets for finished products, lack of 
succession plan, inexperience, lack of proper book keeping, irregular power 
supply, infrastructural inadequacies  (water,   roads  etc),   lack  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 staff, cut-throat competition. Isyaka (2015) examined 
the effects of fuel increments on the    prices of other commodities, on inflation, 
unemployment and cost of production, the study revealed that there exist 
significant relationships between all these variables in relation   to   price 
increments. This is true and affects business development in the sense that any 
crements in the price of fuel will automatically affect the price of other goods and 
services and also affect the cost of producing most goods and services thus 
becoming an issues and challenges for most business owners to cope with. 
 

Theoretical Framework and Bases for the Study 
Scholars over the year have built their study on the theories of entrepreneurship. 
There are so many theories of entrepreneurship with which many businesses can 
build their empire and philosophy on and they include Frank Knight's Risk 
Bearing Theory, Alfred Marshall's Theory of Entrepreneurship, Max Weber's 
Sociological Theory, Mark Casson's Economic Theory, Joseph Schumpeter's 
Innovation Theory, Israel Kirtzner's Theory of Entrepreneurship, Eisenstein’s 
Theory of Entrepreneurship, McClelland's Theory of Achievement Motivation, 
and Ducker's Theory of Entrepreneurship. But this study base its work on the 
theory of risk bearing by frank knight, Schumpeter's innovation theory, 
McClelland's theory of achievement and Ducker's theory of Entrepreneurship.  
 

METHODOLOGY 

Research Design and Sample Size 
The study adopted a survey approach to examine business prosperity and 
economic development in Nigeria. The survey approach is appropriate in 
describing the current situation facing SMEs. The population of the study consists 
of operators of SMEs in Gwagwalada Area Council, Abuja-FCT using purposive 
sampling technique. Asika (1991) stated that the population of any research 
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work is the universe of such group; of people or object which a researcher is 
interested. In obtaining the sample size of the population, selected business 
owners from the area council were selected randomly. We had in the local 
government council obtained a sample elements of 50 respondents within the 
area through a probabilistic sampling techniques. The primary and secondary 
sources of data were collected through the use of questionnaires, personal 
observations, journals, periodicals, newspapers and internet sources. 
 
Research Instruments and Technique 
The primary instrument used for the collection of data for this study is the 
questionnaire. The questionnaire were designed in open and closed ended 
patterns and administered directly on the operators of SMEs directly. Further, in 
order to reduce the possibility of questionnaires missing or getting lost in transit, 
the questionnaires were retrieved the same manner in which they were 
administered. The data collected were analyzed using non-parametric simple 
percentages and Z- test statistical technique to test the formulated hypotheses. 
This test was adopted because it helps to determine whether predictor variables 
in prohibit analysis and logistic regression have a relationship on the response 
rate. 
 

Validity and Reliability of the Research Instruments 
The validity of an instrument refers to the extent to which it measures what was 
intended to measure. The validity of the scales utilized in this study was assessed 
for content and construct validity. After the survey had been completed the 
reliability of the scales was further examined by computing their coefficient alpha 
(Cronbach Alpha). All scales were found to exceed a minimum threshold of 0.7 
which is adequate and sufficient for this study. 
 

RESULTS AND DISCUSSION  

Response Rate 

Table 4.1 Shows the response rate of the respondents, a total of 60 questionnaires 

representing 100% was distributed to selected business owners in Gwagwalada, 

out of this, a total of 6 questionnaires representing 10% were missing while 

93.3% representing 56 respondents were returned out of which 4 representing 

6.7% were invalid and a total of 50 questionnaires representing 83.3% were valid 

and used for the analysis. 

 

Table 4.1: Response Rate 

Questionnaire Numbers Percentage (%) 

Total Distributed 60 100 

Total Missing 6 10% 
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Total returned 56 93.3% 

Total Invalid 4 6.7% 

Total Valid 50 83.3% 

Source: Field Survey, (2015). 

 

Demographic Characteristics of Respondents 

Since the characteristics of the respondents influence results, the study therefore 

presents the demographic data of the respondents in Table 4.2. As can be seen on 

the table, information on four (4) different characteristics of respondents that 

are relevant to the study were collected and interpreted. Information on 

respondents' age, gender, occupation and educational qualification were 

collected for use in the analysis. All the study variable scales are measured using 

a five points Likert-scale ranging from disagree, strongly disagree, agree, strongly 

agree and uncertain). 

 

Table 4.2: Demographic Data of Respondents 

S/N Characteristics Respondents’ 

Category 

Frequency Percent 

(%) 

1.  Age  18 – 30  

31 – 45  

46 – 60  

Total 

10 

30 

10 

50 

20 

60 

20 

100.0 

2.  Gender Male 

Female 

Total 

36 

14 

50 

72 

28 

100.0 

3.  Educational 

Qualification 

Post-graduate 

Degree 

Diploma 

SSCE 

Total 

10 

20 

5 

15 

50 

20 

40 

10 

30 

100.0 

Source: Survey Data, (2015). 

 

Table 4.2 shows that a greater percentage of the respondents fell within 31-45 

years of age at 60% while the economically active age of 18-30 at 20%, what this 

indicate is that those who are suppose to be vibrant and working were 

economically degraded which might be due to lack of fund or lack of entrepreneur 

orientation, this is in line with the findings of Aremu (2004). 
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The respondents' gender as displayed in Table 2 indicates that the males (72%) 

were more than the females (28%) which show that males were more than 

females from the sample. This has been a major concern for Nigeria businesses 

which normally lead to inferiority as confirmed by Onugu (2005) on gender 

differences in organization settings. Finally, the table shows that the education 

levels were fairly distributed. Virtually all the respondents were educated, with 

40% having Bachelor's degree certificate, 20 % have their Postgraduate Degrees. 

Diploma holders were about 10% while the remaining 30% possesses SSCE thus 

disagreeing with the demographic findings of Isyaka (2015) that most SMEs 

owners are not well educated. These statistics further indicate that most of the 

respondents had higher education while a relatively small percentage had at least 

high school education necessary for the respondents to have an informed 

knowledge on the subject of the study. 4,3 Hypotheses Testing The hypothesized 

statements were tested using the Z-test statistical tool as earlier statistical tool as 

earlier stated to determine whether predictor variables in probit analysis have 

significant effects on the response. The tests conducted at 95% confidence 

interval and 0.005 level of significant. The decision-rule was that if the calculated 

Z is less than the critical value (1.96), we accept, if not we reject. The following 

were the result of the tested hypothesis: 

h01: There are no major barriers other than financing that hinders business 

prosperity and development of SMEs. As shown in Table 4.3, the calculated Z=5.2 

is greater than the critical Z=1.96. I.e. the null hypothesis  will be rejected, 

in order words: there are other major barriers other than  financing that 

hinders the development and growth of SMEs. 

Analysis of hypothesis One: 

From the Table 4.3, we have 

P = 63  63% = 0.62  P1 = 0.5 

N = 100 Z = 
0.62 − 0.5
0.5 (1−0.5)

√100

  Z = 
0.13
0.25

√100

 Z = 5.2 

H02: Poor managerial skills do not affects the performance of SMEs. In testing 

this hypothesis, Table 4.4 has proved our stated hypothesis wrong by revealing 

that, the calculated Z = 5.6 is greater than the critical Z = 1.96. In view of this 

result, we hereby reject the stated hypothesis which means that the lack of 

management skill affect the performance of SMEs. 

Analysis of Hypothesis Two: 

From table 4.4, we have 

P = 64  65% = 0.64 
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P0 = 0.5 N = 100 Z = 
0.64 − 0.5
0.5 (1−0.5)

√100

  Z = 
0.14
0.25

√100

 Z = 5.6 

Table 4.3: Barriers other than financing that hinders the development of 

SMEs Factors 

S/n Factors Frequency Percentage (%) 

a.  Poor infrastructure 31 62 

b.  Legal constraint and economic variables 3 6 

c.  Poor Government policies and tax 6 12 

d.  Security, prices of fuel and poor location 7 14 

e.  Other (specify) 3 6 

Total 50 100 

Source: Field Survey, (2015). 

 

Table 4.4: Problems of Managing Small and Medium Enterprises 

S/n Problems Frequency Percentage 

(%) 

a.  Inadequate financing constraint 8 16 

b.  Lack of Managerial Skill 32 64 

c.  Lack of Business Idea and Marketing 

Strategy 

3 6 

d.  Poor Environmental Sanitation and Social 

responsibility  

3 6 

e.  Lack of efficient leadership and 

presentation system 

3 6 

f.  Others (specify) 1 2 

Total 50 100 

Source: Field Survey, (2015). 

 

Discussion of Major Findings 

The result of this research work revealed that there have been a lot of barriers 

other than financing militating against the prosperity and development of SMEs 

in Nigeria for the past years. Table 4.3 shows that 62% agree that poor 

infrastructural facility is one of the major barriers hampering the growth of 

businesses in Nigeria other than financing and 6% attributed to poor government 

policy and high tax as another barriers, while 12% indicated security and poor 

location as another factors such as the recent attack by Boko-Haram group in the 

Northern part of Nigeria which has paralyzed most businesses in the region, 14% 

indicate legal constraint and 6% ascribe it to some other reasons which include 
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corruption as confirmed by (Boettke & Christopher, 2004), lack of management 

ski Is and other economic variables which is in line with the findings of Isyaka 

(2015). SMEs represent about 90 percent of firms in the Nigeria industrial sector. 

But the performance and effectiveness of businesses has been drastically low 

despite various government institutional policies and programmes in enhancing 

the capacity of the enterprises. 

Table 4.3 revealed that 64% of the respondent indicates that lack of management 

skill is one of the factors militating against effective management of businesses 

rather than financing. 16% indicated financial constraint, 6% lack of business 

idea and stress which confirm the findings of Oluba (2009), 6% go for poor 

environmental sanitation, 6% indicate lack of efficient leadership style and 

presentation which is in line with the findings of Yue and Ma (2008) while 2% 

indicated other problems. These include seasonal unskilled employees, 

increments in prices fuel as it affects other commodities among others. These are 

in line with the assertion of Isyaka (2015). The findings also revealed that lack of 

business ideas and proper marketing strategy is another challenges militating 

against the prospect and economic development of most businesses, this is in 

conformity with the study of (Boettke & Christopher, 2004). 5. Conclusion and 

Recommendations 

 

Conclusion 

Conclusively, lack of management skills by most business owners does not only 

affect the effective performance of the business but also reduce their ability to 

compete favourably in the market with their large scale industrialist counterpart 

which has been a major stumbling block for their development and growth and 

also help in combating unemployment issues and challenges as confirmed by the 

study of Aremu and Adeyemi(2011). 

 

Recommendations 

Based on the above findings, the following recommendations were made: 

1. In view of the strong potential for SMEs in employment generation, 

government and business owners have been enjoin to collaborate through 

public private partnership to reduce or eliminate various barriers 

affecting economic prospects and the development of business 

enterprises. 

2. Effective Managerial skills in all areas of coordination including good 

marketing strategy should - be devised so as to help in enhancing business 

performances for productive results. 
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3. Government should be directly involved in the financing of SMEs so as to 

help promote economic growth and development. 

4. The much needed infrastructural facility such as good roads, portable 

drinking water and stable power supply which remains a mirage should 

be provided by government to help in addressing the infrastructural 

decay which hampers business activities in the country. 

5. Nigerians should be encouraged to patronize locally made products as 

doing so will go a long way in promoting the small-scale sector which will 

result in the county's quest for the elusive economic growth and 

development. 

6. Business Enterprises should pay adequate attention in the provision of 

quality products by being innovative using current technology and 

business orientation strategies to help compete favourably. 

 

Suggestions for Further Studies 

This research leads to some observations that might be of interest to future 

researchers, as they represent the seeds from which future researches can be 

developed but the extent of applications of our generalization comes into play 

here in condition that our findings may not automatically apply to SMEs sector in 

Nigeria. Scholars are challenged to investigate what is the situation in the entire 

nation. This same research can be carried out in other African nations so that a 

broad comparison of the concepts of business prosperity and economic 

development with particular focus on issues and challenges facing SMEs can be 

investigated. 

 

REFERENCES 

Akingunola, P.O. (2011). The effect of macro government policies on rural development 
and poverty alleviation in Nigeria: Ibadan Journal of the Soda! Sciences 1 (1): 85-
101 

Aremu,    M. A, (2004), Small Scale Enterprises: Panacea to Poverty Problem in Nigeria, 
Journal of Enterprises Development, International Research and Development 
Institute, Uyo, Akwa Ibom, Nigeria, 1(1): 1 -8. 

Aremu, M. A. and Adeyemi, A. A. (2001). Adoption of Direct Marketing as Strategic 
Marketing Approach in Nigerian Banking System. ABU Journal of Marketing 
Management, A Publication of Department of Business Administration, Ahmadu 
Bello University, Zaria, Nigeria, 1(2): 94 -110. 

Asika .N, (1991): Research Methodology in the Behavioral Sciences, Lagos, Longman. 
Boettke P,J. and Christopher J.C. (2004). "What role for entrepreneurship in economic 

development? Evidence from the First, Second and Third World, Global Prosperity 
Initiative" Working Paper, Mercatus Center, George Mason University. CAMD 



 

INTERNATIONAL JOURNAL OF MGT. SCIENCE & ENTREPRENEURSHIP 

(VOL. 11 NO.7) DECEMBER, 2019 EDITIONS 

 

 

 

 
406 

(1991) Section 351 (1) CBN (1991). Central Bank of Nigeria Circular No. 25, CBN 
Publication, Lagos. 

Ebiringa, L.O.D. (2012) What Small Business Entrepreneurs Expect from Local Credit 
Agencies and International Business Facilitators'. Paper presented at 'Business 
America'. A forum organized by the US Commercial Consulate, Lagos, Nigeria, 
March3.pp.1-10. 

Isyaka, M.S. (2015). Survey of Small Businesses in Gwagwalada, Abuja, Chartered 
Graphic. 

Nwokoye, N.G. (1988), "Marketing Strategies for Small Business Under SAP". Business 
Concord. Lagos May 13th. 

Nzelibe, C. G. 0 (1991). Entrepreneurship and Management of Small-scale Business. 
Enugu: Optional Publishers. 

Oghojafor, K,K; Okolie, F.K; Okonji, A.0(2011). 'Credit availability to small and medium 
scale enterprise in Nigeria- and importance of new capital base for banks-
background and issues'. Bullion- Central Bank Nigeria; Oct-Dec. 

Ogundele A.O (2006). 'Credit availability to small and medium scale enterprise in 
Nigeria- and importance of new capital base for banks-background and issues'. 
Bullion- Central Bank Nigeria; Oct-Dec. 

Okorie, N. (1989) "Banks Roles to Small-scale Business". Bus. Times, Lagos, April 17th 
Olalekan, A.K. (2015). Business Prosperity and Economic Development Issues and 

Challenges: Unpublished M.Sc. Seminar Paper, Department of Business 
Administration Uniabuja. 

Oluba, K. (2009), Relevance of small scale enterprises in the development of the Nigerian 
economy. Journal of the chartered institute of bankers of Nigeria. July - December. 

Onugu, B.A.N (2005). Small and Medium Enterprises in Nigeria: Problems and Prospects, 
St. Clements University. 

Osamwonyi I.O. (2009). The Nigerian Economy, Edo State Unemployment and the Role 
of Entrepreneurship in Osamwonyi I.O. (ed) Training Manual For Participants of 
Graduate Entrepreneurial Scheme, Osatech Group Consulting. 

Osoba,  O.O. (1987). Small and Medium Scale Enterprises Cluster Development in South-
Eastern Region of Nigeria. Institute for World Economics and International 
Management, pp.5-15 

Salami, C.G.E. (2011) Entrepreneurial Interventionism and Challenges of Youth 
Unemployment in Nigeria. Global Journal of Management and Business Research 
Volume 11IssueT Version 1.0 July 2011. Global Journals Inc. (USA) 

SMEDAN, (2009). Youth Empowerment Entrepreneurship Training, SMEDAN Workshop 
Paper, Abuja. 

Yu and Ma, O.O. (2008). Small and Medium Scale Enterprises Cluster Development in 
South-Eastern Region of Japan. Institute for World Economics and International 
Management, pp. 19-30 

Zimmerer, D. and Scarborough, D. (2006). The Population of Organizations Life Cycle 
(POLC): Implications   for   Small   Business Assistance Programs. 

  


