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Abstract 
Small and medium scale enterprises (SMEs) are largely viewed as the engine 

wire of any nation’s economic growth and they are regarded as justifiable 

means that propel development globally. SMEs play significant parts in 

linking, strengthen and enhance the development of the countries. There 

performance and growth in manufacturing, agriculture, services, etc., has 

been considered as the drivers and has contributed to the Nigeria economy. 

Sustainable growth and the increase in SMEs performance create 

competitiveness that opens numerous doors for employment opportunities, 

contribution to the national GDP, increasing the standard of living of the 

citizens of the nation and above all sustainable development. The purpose of 

this study is to investigate the challenges of effective operation of small and 

medium scale enterprises in Nigeria. All small and medium scale enterprises 

in Nigeria are the population of the study while the target population is the 

SMEs in Kwara state. Purposive sampling techniques was used to select 50 

sampled SME in the three senatorial district of  Kwara State. Questionnaire 

was the instrument used in collecting data from the sampled respondent. The 

three hypotheses stated were tested using Ordinary Least Square (OLS) 
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Introduction  
Small and medium scale enterprises 

with acronym SME constitute a 

greater percentage of all registered 

organizations all over the world 

because they are easier to set up and 

also because they require lesser 

capitals to start up as well. SMEs are 

not only the engine of the economy, 

but can also serve as a stimulus for 

economic diversification in other 

sectors of the economy. Small and 

medium sized enterprises (SMEs) 

have been increasingly recognized as 

a major platform by which many 

African countries can become 

developed owing to their existing 

contribution and capability to further 

drive the entire African continent to a 

developed status. Based on Nigeria  

SME survey .released in 2020.  SMEs 

account for 91% of businesses, 60% of 

employment and contribute 52% of 

total GDP in South Africa and in 

Nigeria, SMEs contribute 48% of 

national GDP, account for 96% of 

businesses and 84% of employment. 

While  premium time of April 2020 

stated that micro, small and medium-

scale enterprises, account for more 

than 84% of jobs in  Nigeria. 

 Nigeria Bureau of Statistics (2010), 

stated that small and medium scale 

enterprises (SMEs) in Nigeria have 

contributed about 48% of the national 

regression technique to ascertain the relationship between challenges of 

SME and growth of SMEs in Nigeria by the use of STATA 11 software 

application. The result reveal that there is  relationship between funds and 

growth of SME in Nigeria , the second objective revel that there is 

relationship between infrastructure and growth of SME in Nigeria, while the 

result of the objective three tested shows that there is relationship between  

entrepreneur factors and growth SME in Nigeria. Based on the result it was 

recommended that government should provide enable environment for the 

Nigeria SME in term of infrastructure facility, young and infant industry be 

protected, there should be tax relief on SMEs and provision of fund through 

special  loan at a reduce or no interest rate.  

 

Keyword: Enterprises, Challenges, funds, infrastructure, organization, 

SME. 
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GDP in the last five years, with a total 

number of about 17.4 million, they 

account for about 50% of industrial jobs and nearly 90% of the manufacturing 

sector, in terms of number of enterprises. 

However anecdotal evidence shows that SMEs in developing countries like 

Nigeria are faced with a lot of challenges that have hampered their growth in 

recent times. Among these challenges are: intermittent power supply, 

indiscriminate tax levies, low accessibility to loans from financial institutions 

and inability to keep proper financial records. According to (UNCTAD, 2005) 

some of these challenges include, high production costs, low employee 

productivity and inability to build competitive advantage through producing 

quality products and services and low entrepreneurial interventions. Oluboba 

(2010) reports that the main problems facing SMEs, which are however not 

unsurmountable are: low level of entrepreneurial skills, poor management 

practices, low access to money and capital markets, low equity participation 

from the promoters because of insufficient personal savings due to their level 

of poverty and low return on investment, inadequate equity capital, poor 

infrastructural facilities, high rate of enterprise mortality, shortages of skilled 

manpower, multiplicity of regulatory agencies and overbearing operating 

environment, societal and attitudinal problems, integrity and transparency 

problems, restricted market access, lack of skills in international trade; 

bureaucracy, lack of access to information given that it is costly, time 

consuming and complicated at times. The general objective of this study is to 

investigate the challenges of SMEs and  Nigeria economy. While the specific 

objective are to:  

1. Ascertain the relationship between fund availability and growth of SMEs in 

Nigeria  

2. Examine the relationship between external environmental forces and growth 

of SMEs in Nigeria  

3. Investigate the relationship between  entrepreneur challenges  and growth of 

SMEs in Nigeria  

 

LITERATURE 

Meaning of small medium enterprise (SME) 

SME is an acronym of small and medium scale enterprises. There is no 

generally accepted definition for SMEs. Different countries, agencies and 
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institutions have defined SMEs differently to suite their own concepts and 

operations. Authorities and scholars have also define SME on the basis of size 

of business, capital assets, working capital, number of employees and turnover. 

Among these definitions (World Bank, International Monetary Fund (IMF), 

African Development Bank (AFDB), Asian Development Bank, European 

Union (EU) and many others) the most widely used is the European Union 

definition (Gibson & Vart 2008). The EU defines SMEs in terms of employee 

size, turnover and/or total balance sheet (European Union 2003).  

In Nigeria for instance, an SME is defined based on the staff strength and the 

asset base of the organization. 

In 2003,  Udechukwu carried out a survey of small and medium scale industries 

and their potentials in Nigeria. He came to the conclusion that SMEs in Nigeria 

can be categorized under three major headings viz:  

• “Micro/cottage industry is an industry with a labour size of 1 to 10 workers 

but  not more than 10 workers, or total cost of not more than N1.50 million, 

including working capital but excluding cost of land.  

• Small scale industry is an industry with a labour size of 11 to 100 workers or 

a total cost of not more than N50 million, including working capital but 

excluding cost of land.  

• Medium scale industry: an industry with a labour size of between 101 to 300 

workers or a total cost of over N50 million but not more than N200 million, 

including working capital but excluding cost of land.  

• Large scale industry is an industry with a labour size of over 300 workers or a 

total cost of over N200 million, including working capital but excluding cost of 

land.  

However in extant literature according to Samuel  (2017)  small and medium 

scale enterprises are usually determined by various quantitative parameters. 

Such parameters include the number of people employed in the enterprises, the 

capital investment outlay, the size of the plant capacity, the sophistication of the 

equipment, sales turnover, and profit margin and perhaps market share.  

National Council on Industry (NCI) in 1996 and as cited by the Central Bank of 

Nigeria (CBN, 1997)  classify small scale enterprises as those with total cost, 

including working capital but excluding cost of land above N1.0 million, but 

not exceeding N 40.0 million with a labour size of between 11 and 35 workers. 

Medium Scale Enterprises are defined as those with total cost, including capital 

but excluding cost of land above N40.0 million but not exceeding N150.0 
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million with a labour size of between 36 and 100 workers.  In addition, it must  

be independent according to (Subrahmanya , 2005.) 

Contribution of SMEs to Nigeria Economy Growth  

SMEs form the basis and foundation for national development and economic 

growth. It contributed higher percentage of job creation and also helps to drive 

investment into the economy as well as help the government to generate funds 

through tax policies and other levies. 2010 Survey report on SMEs in Nigeria 

conducted by the National Bureau of Statistics (NBS) in collaboration with 

SMEDAN, the SME sector in Nigeria is expected to absorb up to 80 percent of 

jobs, improve per capita income, increase value addition to raw materials 

supply, improve export earnings, enhance capacity utilization in key industries 

and unlock economic expansion and GDP growth. 

  (OECD 2004.). report stated that SME’s account for 90 % of all firms outside 

the agricultural sector, drive employment as well as serve as machinery for 

generating both local and foreign revenue in the developing countries. 

 premium time of April 2020 stated that  micro, small and medium-scale 

enterprises, account for more than 84% of jobs in Nigeria. Due to the 

contribution of SME in Nigeria today the establishment of it is increasing 

tremendously, this was buttress by the Nigeria Bureau of Statistics NBS report 

2017 estimated the total number of the enterprise at 41.5 million, spread down 

across the country. In Nigeria, SMEs contribute 48% of national GDP, account 

for 96% of businesses and 84% of employment. To Nigeria Bureau of Statistics 

report 2017, small and medium scale enterprises (SMEs) in Nigeria have 

contributed about 48% of the national GDP in the last five years. With a total 

number of about 17.4 million, they account for about 50% of industrial jobs and 

nearly 90% of the manufacturing sector, in terms of number of enterprises.  

Survey report on SMEs in Nigeria conducted by the National Bureau of 

Statistics (NBS) in collaboration with SMEDAN in 2010, reported that SME 

sector in Nigeria is strategically positioned to absorb up to 80 percent of jobs, 

improve per capita income, increase value addition to raw materials supply, 

improve export earnings, enhance capacity utilisation in key industries and 

unlock economic expansion and GDP growth, and that  SMEs are not only the 

engine of the economy, but can also serve as a stimulus for economic 

diversification in other sectors of the economy. This is in line with submission 

of Charles  (2013), in his article. He  stated that “SME is an engine of social and 

economic development in Africa. To him, it is estimated that SMEs make up 70 
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% of Ghana's GDP and 92 % of its businesses. They also make up 91 % of 

formalized businesses in South Africa and 70 % of the manufacturing sector in 

Nigeria”. Also (Folabi Folusho 2015) stated that SMEs  have the potential to 

internationalize and enter foreign markets both regionally and globally. And 

that Support for SMEs has the capacity to significantly improve the standard of 

living of the populace and improve the economy of not only many countries in 

sub-Saharan Africa but the African continent as a whole. Basil (2001) reports 

that the roles played by small and medium scale enterprises in communal and 

economic development cannot be overestimated. He further stated that  SMEs 

sector is the highest employer of labour and it contributes immensely to the 

GDP of any meaningful economy. Ariyo (2005) in his own opinion stated that 

SMEs is a vehicle used for accomplishing sustainable growth. 

 

Challenges of SME in Nigeria 

Extant literature shows that there are lot of contribution of  SME to the 

development of economy of any Nation including Nigeria such as contribution 

to the employment generation,   contribution to GDP, reduction in poverty rate, 

reduction of anti social vises and improvement in standard of living. In spite of  

these and more expected contribution Nigeria SME are confronted with some 

teething problem which hindered their effective operations and failure of some 

of  them ,  among the challenges according to  Oluboba (2010) ,as  identified in 

his paper are: low level of entrepreneurial skills, poor management practices, 

constrained access to money and capital markets, low equity participation from 

the promoters because of  insufficient personal savings due to their level of 

poverty and low return on investment, inadequate equity capital, poor 

infrastructural facilities, high rate of enterprise mortality, shortages of skilled 

manpower, multiplicity of regulatory agencies and overbearing operating 

environment, societal and attitudinal problems, integrity and transparency 

problems, restricted market access, lack of skills in international trade; 

bureaucracy, lack of access to information given that it is costly, time 

consuming and complicated at times. Some of these challenges according to 

(UNCTAD, 2005) include, high production costs, low employee productivity 

and inability to build competitive advantage through producing quality products 

and services and low entrepreneurial interventions  

Okpara & Wynn (2007) in their own view stated that the obstacles facing SME 

include a lack of financial resources, lack of management experience, poor 
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location, laws and regulations, general economic conditions, as well as critical 

factors such as poor infrastructure, corruption, low demand for products and 

services, and poverty. In the same vein Onugu (2010) reports that the major 

challenges facing SMEs 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, 

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 of staff, painlessness, 

cut-throat competition, lack of official patronage of locally produced goods and 

services, dumping of foreign goods and over-concentration of decision making 

on one (key) person, usually the owner 

For the purpose of this study challenges of SMEs are grouped to three as: 

Entrepreneur problems, Enterprises problems, and Environmental problems  

 

Entrepreneurial Challenges of Small Businesses  

The  factors here are mostly used by entrepreneurs to determine the success or 

otherwise of operations including the age of managers or owner,  personal trait, 

educational level of managers, prior work experience, gender, personality, and 

management skills . these factors are challenges for effective operation of 

Nigeria entrepreneur. This in line with (Lampadarios  2016). Who state that the 

challenges that negate the various factors that influence the performance of an 

entrepreneur to succeed including personal traits, skills of owners and 

managers, experiences of owners and managers, and the background of owners 

and managers   

Age, Educational Qualification, and Skills of Owners/Managers. 

The experience of owners and managers play a significant role in the success of 

a firm, because, there might be an explosion of challenges needing management 

which cannot be handled by inexperienced personnel. Should there be a 

challenge at the beginning or in the course of operation it belief that the 

experience manager or owner of small business will excel than inexperience 

manager and deliver the small business to success.  

The level of education of the owner is significant to small business performance 

that may spur at start-up or growth stage of the business. However we find some 

entrepreneur that succeeds without much education. Some are first living 
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certificate or school certificate holder No matter the insignificant impact 

education has, it is belief that education helps owners and managers to engage 

in critical thinking. While also those without much education use the following 

as a remedy to the challenges of lacking in the education of managers and 

owners: 

a) Engage in recruiting future managers that were educated before employment. 

b) Develop a training system for the uneducated managers/owners to obtain the 

relevant education that will help the firm growth and success. 

c) Establishing an in-house training system that will allow owners/managers to 

acquire the needed education .  

 

Therefore, small businesses must include in their policies the need to update the 

education and skills of its managers to enable them to formulate decisions that 

will make them competitive in the market place, this is in line with the work of 

Lee, Jeon, and Na (2016) suggesting most of the adult owners of small 

businesses do not possess’ advanced level of education, but most young owners 

of small businesses obtained an education at an advanced level including 

graduates and postgraduate levels. 

Some extant literature is of the openion that age is significant to business 

success while some say no.the study of  Babandi  (2019) found that adult 

managers between the age of 20 and above become much more successful than 

young managers. Lussier and Corman (2015) is of the opinion that the age of 

owners and their role in the management and operations of small businesses 

differs at various level of the life cycle of a firm. A small business owner might 

be part of the management team of the firm at initial take-up of the business, 

but such management role might change at later growth stage. The function of 

managers of small businesses might change as they accumulate more age, which 

might lead to a change of management in a firm.  

Also the professional background of small business owners and managers helps 

them develop and implement strategic plans that will help the business to 

remain competitive in the marketplace. It is therefore necessary for  firms to  

develop the skills of their managers to meet their professional requirements for 

developing and implementing strategic plans. But it has become problems for 

some small business to hire the services of professional because of amount 

involve while some do so when they are developing a customer relationship 
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management system and other ICT systems that will make the firm to remain 

relevant in the 21st -century business environment. 

Owner intention to own business 

The owner intention of establishing a business determined to large extent to its 

success. A business established for the purpose of self sustaine or self 

employment may not grow not for the purpose of growing a business as the 

intention because he or she might not put effort in making the b usiness grow 

once is able to get food he need for is daily needs. This in line with  (Hurst & 

Pugsley, 2011) who says that the intention of some owners might be for the 

reasons of being bosses of the business and have schedules that are flexible  

Because owners of small businesses are dissatisfying. Also Farrington (2012), 

in his study stated that  where the owner of small business establishes a firm for 

self-employment, the business might not grow and become successful beyond 

its first five years. The study also found some small business owners are 

dissatisfied with self-employment provided to them by the ventures but form 

new ventures and becomes successful when they have commitment and passion 

for the business 

 

Leadership Challenges 

Small businesses must have a structure with good leadership for growth and 

success; otherwise, it is likely to fail within the first five years (Ademola, I. S., 

& Michael, A. A., 2012). The  behavior of leaders influenced the performance 

of small businesses.there are different types of leadership style the notable ones 

are Autocratic style, democratic style lesiesfare style, Transformational and 

transactional  styles among the style Transformational and transactional and 

democratic style. (Obiwuru, T. C., Okwu, T. C., Akpa, V. O., & Nwankwere, 

(2011) are of the opinion that transformational leadership style propels the 

structure of small businesses to energize the personnel towards adding extra 

effort, especially by managers to mitigate the challenges of small business 

successes. Similarly to (Obiwuru et al., 2011). Managers’ effectiveness, efforts, 

and loyalty are improved when the transactional leadership style is employed in 

small businesses are mostly recommended by small business managers for the 

growth and success of small businesses. The most important features of 

transactional and transformational leadership styles include motivational 

ability, intellectual ability, and the charisma of the leader (Obiwuru et al., 2011). 

The features, when applied in the leadership of the small business, will result in 
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the growth and eventual success of the venture.  

Therefore small business owner need to employ a leader with transactional 

leadership style. 

Business challenges 

The factors assumed to be challenges of small business includes age and size of 

a firm, the available financial resources, customer relationship management, 

human capital available, marketing strategies, business network available, 

market and product development. 

 

Age and Size of the Business 

One of the factor or critarias consider by credito is the age of business, it will 

determined to some extent the ability of SMEs to grow. According to  

(SMEDAN, 2013) For small businesses to grow and be recognized by creditors, 

it must attain the age of five or more in the same fain according to (Brigham & 

Ehrhardt, 2014). . Financial institutions consider the age and size of small 

businesses when evaluating a loan application and that SMEs will will face 

problems when seeking for loan as the age of the business is a criteria for 

obtained loan in the financial institution considering their past good will. 

 

Network of Stakeholders 

The challenge to small business owners and managers is how to develop and 

establish a relationship that will serve as a network that will market the product 

of the firm. Establishing a loyal relationship is what will help a firm to attract 

new customers and retain existing ones and maintain competitive advantage of 

the SMEs The major challenge of small businesses in Nigeria according 

(Faloye, 2014)  is how it remains difficult for them to adopt ICT in their 

operations. he father state that SMEs find it difficult to adopt ITC due to 

inability to commit the capital require to install the system required.  

 

Small Business Financing 

In every business venture, the capital is key to the survival, success, and growth 

of that business.  small businesses in Nigeria found it challenging to be listed in 

the stock market due to their inability to secure long-term financing.  (Dauda, 

Y. D., & Akingbade, W.A., 2010) stated in his study  that most of the financial 

institutions in Nigeria averted issuing long-term financing to small businesses 

because of the enormous risk associated with such loans.    A study by Gbandi 
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and Amissah (2014) found how small business success is negated due to the 

inability to access long term financing. In the same vain the study of Boateng 

and Abdulrahaman (2013) found credit financing and personal savings as the 

most recognized source of small businesses in developing countries. While 

(Adebisi, J. F., & Gbegi, D. O., 2013) stated that Small businesses are also 

denied long-term financing due to in-responsive collateral and poor records.  

 

Internationalization 

Both formal and informal factors slowed the internationalization of small 

businesses in Nigeria. The study found excessive regulations, franchising 

procedures, and licensing procedures as issues slowing small management 

government regulations are the main factors negating small business to go 

global 

 

External Business Environment Challenges 

There are two main type of environment. They are internal where the actual 

operations happen and external environment  where the business finds other 

entities operating their functions (Lampadarios, 2016). 

 External environment forces is a  factors that shape the success of a firm, they 

are regarded as forces that can serves as a challenges to small and medium 

enterprise. Most commonly, external environmental factors that shape the 

success of small businesses include ecological factors, political issues, 

economic issues, legal and regulatory issues, and sociocultural factors 

(Lampadarios, 2016). While the internal factors are controllable factors such as 

employ, company  product, the company product  prices,  distribution channel 

and promotion strategy adopted by the business owner .  Owners and managers 

must learn to understand both the internal and external business environment to 

enable competitive operations that can satisfy the various stakeholders of a firm 

(Chin, T. A., Hamid, A. B. A., Raslia, A., & Baharun, R., 2012). If challenges 

facing the business are the external environmental factors, small businesses 

might fail within the first few years of operation.. Therefore, the success of 

small businesses is possible if the challenges facing the external environmental 

factors are identified, and such challenges are mitigated.  Some of those 

infrastructure challenges are  Inadequate Infrastructure.  The infrastructure that 

supports the logistical and operational activities of businesses in Nigeria is 

inadequate and the infrastructure to support the operations of small businesses 
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remain a factor negating their survival within their few years of operation. lack 

of road network, lack of potable water supply, lack of security infrastructure, 

lack of affordable housing scheme, lack of adequate power supply, and lack of 

adequate internet coverage. 

The managers of small businesses do not have a direct tool to mitigate the 

challenges of the infrastructural gap in Nigeria. there is general  decaying in  

railway system that will support the road transportation system.  The  airports 

being built by several state governments are no more working, generally the  

aviation system in Nigeria is generally unreliable. 

Another infrastructure which is grossly inadequate is electricity power supply, 

which gave rise to the use of small generators by small businesses which 

resulted in accumulated high overhead cost. The high overhead cost in small 

businesses led to higher prices and the inability to make enough profits. this is 

in line with  Ekpo and Bassey (2016) and that of Alarape (2014) and Also, 

Faloye (2014) were they found frequent power outages in Nigeria as one of the 

numerous challenges that negate the success of small businesses in Nigeria.  

 

Double Taxation 

Because of improper laws and regulations that are meant to streamline and 

harmonize taxes collected by federal, state, and local authorities according to 

(Adebisi, J. F., & Gbegi, D. O., 2013).Small businesses in Nigeria are facing 

the problem of double taxation. The political leader at the federal, state, and  

local tax authorities collect tax from businesses which resulted in the payment 

of double taxes just in an attempt to raised   revenue to tackle the numerous 

developmental gaps in the state or country. Eliminating double taxation might 

result in improved small businesses revenue and increased success rate of SMEs 

in Nigeria. 

 

Corruption 

Corruption is the cankerworm that eat the fiber of Nigeria the pervade all level 

of government and affect the economy. In order to assist the SMEs in Nigeria. 

The Nigerian government has established support institutions aimed at 

developing the small business sector. Institutions such as the central bank of 

Nigeria and SMEDAN develop programs and projects aimed at supporting the 

small businesses in the country. The failure of most projects and programs to 

develop small businesses by such institutions fails due to the prominence of 
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corruption in the system. Despite the government effort to tacle this problems 

yet a lot is need to be done in order to put small business on the right track.  

Changes in Government policy 

The changes in government in Nigeria either from military to civilian or from 

civilian to civilian have led to changes in the policy of one government to 

another in their support for small business . If one government favor activities 

of small business in one way the next government when come to power may not 

do so and these as negatively affect on  SMEs in Nigeria      

 

Low Level of Technological Application 

Most of small business enterprises in Nigeria still use crude methods in their 

production of goods and services thus resulting to their goods being looked 

upon as inferior ones. Many small business owners still lack the appropriate 

training in using modern technologies for their operation. Okpara & Wynn 

(2007) stated that it is pathetic to note that some do not have  access to internet 

services, modern information and communication technology (ICT), this 

problem is as a result of lack of fund to purchase modern equipments and low 

level of literacy that made it difficult for them to use the modern equipment. 

 

Methodology  

Data source and research instrument  

Purposive sampling technique was used to select 50 SMEs in the three 

senatorial district of  kwara state consisted of  agro allied industry, medium 

scale manufacturing industry, bakery, block making  industry, Bread making 

industry , furniture industry , trading and cottage industry.  Two hundred copies 

of questionnaire were randomly administered to the selected respondents. The 

three hypotheses tested are as follow: 

HO1: There is no significant relationship between availability of fund  and 

growth of SMEs in Nigeria 

HO2: No significant relationship exist between external environmental  facility 

and growth of SMEs in Nigeria 

HO3: entrepreneur factors  have no significant relationship with growth of 

SMEs in Nigeria 

Ordinary Least Square (OLS) regression technique was used to test the three 

hypothesis stated by the use of  STATA 11 statistical package and the  result is 

shown below: 
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Result and discussion 

TABLE 1: Perception of respondent on the challenges of the growth of 

SMEs in Nigeria. 

S/NO Question S/ 

agree 

Agree Disagree S/Disagree 

 Financial challenges     

1 Fund has become the problem of runing 

my business 

30 ( 15) 85(42.5) 41  (20.5) 44   (22) 

2 It is imposible for me to raise enough 

fund through the bank because of theier 

requirement to obtained loan 

85  

(42.5) 

61(30.5) 30  (15) 24 ( 12) 

3 Government are not helping SMEs in 

financing their business 

45  

(22.5) 

67(33.5) 40   (20) 44   (22) 

4 Intrest rate charge by the bank for loan 

is a challege for raising fund by SMEs in 

Nigeria 

32    

(16) 

58 ( 29 50    (25) 60  (30) 

 External Enviromental Challenges     

 

 

Bad road is one of challenges of SMEs in 

Nigeria 

28    

(14) 

68 ( 34) 50   (25) 54    (27) 

 Lack of stable electricity power supply 

is a bottlen neck to Nigeria SMEs 

69    

(34.5) 

72   (36) 26 (13) 33 (16.5) 

 Double taxation and unbearble rate 

chages are problems to Nigeria SMEs  

65   

(32.5) 

57   

(28.5) 

30   (15) 48 ( 24) 

 Competition  among local and foreign 

product is one of challenges of Nigeria 

SMEs 

34 ( 17) 85  

(42.5) 

25   (12.5) 56 (28) 

 Entrepreneur Challenges     

 Owner and maneger skills is a 

requirement for sucessful runing of 

SMEs in Nigeria 

31  

(15.5) 

76   (38) 34  (17) 49  (24.5) 

 Lack of education contribute to Nigeria 

SMEs failure 

45 

( 22.5) 

68 ( 34) 44 ( 22) 43  (21.5) 
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 Inexperience on the business to some 

extent contribute to SMEs failure in 

Nigeria 

55   

(27.5) 

76 ( 38) 30 ( 15) 39 (14.5) 

 Leadership ability is problem to nigeria 

SMEs 

27( 

13.5) 

65   

(32.5) 

58  (29) 50 ( 25) 

             Researcher field survey 2021       

 

 The table 1 shows that finance is one of the challenges of SMEs in Nigeria 232 

percent of the respondents strongly agree and agree to the question asked while 

168 percent of the total respondent disagree and strongly disagree to the 

question asked. 

Also from the table it shows that external environment forces is also a 

challenges to effective operation of Nigeria SMEs as 275 percent of the 

respondents agree and strongly agree to the question asked while only 125 

percent disagree and strongly disagree.  

The analysis on the table further shows that entrepreneur problems is also one 

of the challenges of Nigeria SMEs as 221.5 percent of the respondents strongly 

agree and agree to the questions asked while 178.5 percent of the respondent 

disagree and strongly disagree to the questions asked. 

This result was further confirmed with the testing of the hypotheses as shown 

bellow 

 

Table 2: Result of Ordinary Least Square (OLS) Regression analysis of the three 

hypotheses  

 Fund infrastructure Entrepreneur 

Problem 

 

Mean square   50.3984718    
 

52.3421145 51.3456232  

Root MSE .32413  
 

.304234 .321453   

Observations 200 200 200  

Df 199 199 199  

p.value 0.000379  0.000623  0.006858       

R Square .77243 .87654 .78564  

Adj.R 

Square 

.759548  .833113  .735313   

Source: Researcher Analysis using STATA version 11 (Statistically significant 

at 5%) 
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Table 2 shows that p-value of hypothesis one is 0.0004, while R square is 

0.759548 and adjusted R square is 0.7724. Since the p value result is less than 

0.05 at 5% alpha level and R square which is the coefficient of determination is 

also 77.24% the hypothesis should be rejected meaning that there is relationship 

between availability of fund and growth and performance of Nigeria SMEs. 

This implies that non availability of fund is one of the challenges of Nigeria 

small and medium enterprises. 

From the table two also we can see that the p value for hypothesis two was 

0.000623 and R square is 0.87654 or 87.65%  this hypothesis is also rejected 

since the p. value is less than 0.05 at 5% level of significant and R square which 

is the co efficient of determination is also 87.65 percent . it can also be 

concluded that environmental forces like power supply , good road network the 

challenges of Nigeria SMEs and this has negatively affected the growth of  

SMEs  in  Nigeria. 

Hypothesis three also is to be rejected as p. value is 0.006858 which is less than 

0.05 at 5% significant level while R square which is coefficient of determination 

is 0.78564 or 76.56%. it is therefore, concluded that Entrepreneurial factors like 

owner or manager skill, age and experience are significantly related to growth 

of SMEs and that they serves as challenges to effective operation of SMEs in 

Nigeria  

 

Summary and Conclusion 

The paper examined challenges of SMEs in Nigeria, the contribution of SMEs 

to the growth of economy of Nigeria were examined, data were collected 

through the use of questionnaire on the challenges of Nigeria SMEs and  rated 

on four liker scale and percentage analysis was done to determined the factors 

used which was buttress with the testing of hypotheses through ordinary least 

square regression analysis. The result shows that there is significant relationship 

between growth of SMEs in Nigeria and lack of fund, external environmental 

forces and entrepreneur factors. It is therefore concluded that problem of 

finance is one of challenges of SMEs in Nigeria. Also external environmental 

forces like electricity power supply, bad road network lack of advance 

technology and competition with foreign product are challenges to the growth 

and development of Nigeria SMEs. Furthermore entrepreneur factors like of 

skill, education, experience and leadership ability are also challenges to the 

growth of SMEs in Nigeria. Based on the result external environmental 
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challenges is the most problems hindered operation of SMEs in Nigeria with 

total percentage of 275, follow by financial constraint with 232 percent while 

entrepreneurial factors is the least challenges with 221 percent. 

 

Recommendation  

Based on the findings the following suggestion are made 

1 government at level should to put effort in improving infrastructural facility 

like road network, electricity power supply etc 

2 young and  infant industries should be encourage by the government through 

reduction or removal of taxes, or any level on them . 

3 importation of some foreign product be discourage to encourage our local 

SMEs in Nigeria against competition with foreign product.    

4. Governent to provide fund for SMEs through special loan at a reduce or no 

interest rate. 

5 Government should also reduce the bottleneck in the establishment of SME 

in Nigeria. 

6 Small business owner or manager should employ the services of experience, 

competent and professional to run their business 
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