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ABSTRACT 

The �r discussed Issues, Challenges and Prospects of Small and Medium 

Scale Busine� in Gombe local government of Gombe state Nigeria. This was 

informed by the high rate of unemployment in the society and the poor performance 

of SMEs in employment generation. While the research questions addressed the 

e>etalt to which poor financing, inadequate social infrastructures, lack of managerial 

skills ond multiple taxation constitute major challenges in the performance of SMEs, it 

is assumes that government intervention through the provision of financial assistance, 

social infrastructures and favorable taxation policies will reverse the trend. The paper 

adopted a descriptive resurch design using 5 selected operators of SMEs in Gombe 

local go�ment area of Gombe state. Data collected were analyzed using mean 

scores. Results from the data analysis indicated that poor financing. inadequate social 

infrastructures, lack of managerial skills and multiple taxation were major challenges 

confronting SMEs in Gombe local government, thus recommended: provision of soft 

loans to SMEs operators. establishment of SMEs funding agency, public/private sector 

partna ship in infrastructural provision, capacity building for SMEs operators and 

Jll'CMtion of tax incentives for SMEs operators. 
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t.1 Introduction 

CllAPI'ER ONE 

Small and medium scale enterprises (SMEs) are generally regarded as the engine of 

economic growth and equitable development in developing economies. They are labour 

intensive, capital saving and capable of creating billion of jobs the world will need by the 

end of the century. They are also perceived as the key to Nigeria's economic growth, poverty 

alleviation and employment generation. (Lalka R. 2007) 

The rapid growth of global markets observed over the last decade has stimulated 

competition in both developed and developing countries, forcing entrepreneurs and policy 

makers to adopt market-oriented policies. The fact that, the share of Small and Medium 

Enterprises (SMEs) has increased in these countries suggests that efficient SMEs have 

actually been able to deploy new strategies in order to maintain, or even enhance, their 

competitiveness in a globalised economy. (Mateev and Anastasov, 2010) 

SMEs account for over 95 percent of enterprises and 60 to 70 percent employment 

are generated yearly. In the European Union, SMEs accounts for over 99 per cent of aU 

enterprises in these countries. About, 91 percent of these enterprises are small-firms with 

fewer than 10 workers. Given their importance in all economies, the growth of SMEs is 

essential for economic recovery and development from economy resession. (EU 2011) 

For socio-economic development of any country, a strong Industrial base is 

desirable. The natural resources need to be developed and utilized both as input to 

iDdustria1 production and as direct products for the social well being of the citizenry. 

Since Ni&eria's Independence in 1960, industrialization has been recognized as the 

critical faaor to the economic transformation of the country. To achieve the desired result, 

ao-mnent bid, for the put two and half decades, focused in its industrial policy mainly on 
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die promotion and establishment of large-scale industries (LSis) in pursuance of import 

substitution process. 

With the collapse of the oil prices in the mid 198o's, many governments promoted 

large scale industries found it difficult to source foreign exchange to import raw materials 

and machinery. This adversely affected capacity utilization, particularly, in the large-scale 

industries. This further necessitated a change in policy direction of government towards 

private sector participation, promotion of Small and Medium Enterprises (SMEs) and 

development of Small Scale Industries. (Fissaeha Y. 1991) 

Thus, the 1988 Industrial Policy of Nigeria not only recognized the pivotal role of the 

private sector but shifted industrialization strategy from large scale industries to small and 

medium industries. Government's main efforts therefore became directed towards the 

promotion of conducive environment for the growth and development of the sub-sector. 

(Fabayo J. A 1989) 

Fabayo also stated that, since the present Administration came in 2015, it has put in 

place policy measures, schemes and support systems to develop the SME sub-sector and to 

make its products more competitive. Through the development of the SMEs, government 

intended to achieve the main objectives of industrial growth and self-sufficiency; create 

employment; enhance sustainable livelihood and reduce poverty; promote 

entrepreneurship, encourage transfer of technology and utilization of local resources and 

talents; mobiliz.e savings and encourage capital accumulation; and integrate SME with large 

IClle enterprises (LSEs) and aeate linkages with other sectors of the economy. 

In today's Nigeria, industries, particularly small and medium-siU!d manufacturing 

industriea (SMis), operate under various conditions and constraints, which stand on the 
WI)' to the acblevement of organizational goals. There are, for example, high cost and 



1ortage of materials, shortage of funds, inability to recruit competent staff. Due to its size, 

te individual firm neither has control over input factor costs or the prices at which it sells 

:s output with the result that inefficient and high cost firms are forced out of business. This 

1akes cost saving devices essential for economic survival. Gone were the days when owners 

if the businesses concerned themselves with returns, or employees with salaries and wages 

inly; their interests are now also focused on the efficient operation of the business and 

ltilization of invested resources. It has been stated that small and medium enterprises 

:SMEs) now constitute about 95%, by numbers, of the organized manufacturing 

establishments in the country. (Osamwonyi I. 0. 2016) 

However, in contrast to the situation in industrialized and some developing 

economies, the contribution of SMEs to the Nigerian economy, in terms of output, exports 

and employment, is relatively low. Thus, in spite of the various efforts and incentives of 

government to improve industrial output and productivity, the performance of the sub­

sector, vis-a-vis other sectors, do not meet the expectation of policy makers, industrialists 

and analysts. For example, National Association of Small Scale Industrialists (NASS!) is of 

the view that the contn'butions of the manufacturing sector to the GDP has declined from 

9-9% in 1981 to about 5.fi in 2003, while capacity utilization averaged between 30-35% 

annually during the years 2005-2007. (Aremu M. A. 2011) 

On one hand, officials of the Federal Government Administration have often said 

that if industrial and productive enterprises, particularly SMEs, have responded positively 

and appropriately to the various interventions, incentives schemes and support systems put 

in place by governments, the scale of industrial output and capacity utilization, and hence 

the performance of the sub-sector, should have been higher than the current position. 

On the other band,• section of the organized private sector contends that the various 

polic:ies, incentives and strategies, so far put in place for the industrial sector, have either 
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tot been implemented or have been inconsistent or are inappropriate, to address the 

1roblems of the SMEs sub sector, or to stimulate growth and enhance performance of the 

IM&. (Basil A N. O. 2005) 

The two contending positions above suggest that some things are amiss or have gone 

vrong somewhere or some issues that are critical to the development and performance of 

:he SMis have not been factored into the various strategies and management of the SMEs. 

� the real issues and critical factors affecting the performance of the SMEs been 

appreciated and addressed by government, industries and organized private sector? These 

posers would therefore require the re-examination and analysis of the various issues and 

factors responsible for the relatively low performance of the SMEs sub-sector. In so doing, 

we shall be in a position to highlight these critical factors, which if properly addressed, 

would propel SMis performance. Appropriate recommendations to the parties concerned 

would also be proffered. 

L2 Statement of the problem 

The importance of SMEs in contributing to job creation and output growth is now widely 

accepted in both developed and developing countries. 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 about five to ten percent survive, thrive and grow to maturity. (Aremu 

M.A.2011) 

Many factors have been identified contnlmting to this premature death of SME.s. Key 

among them include: insufficient capital, irregular power supply, infrastructural 

inadequacies (water, roads etc.), lack of focus, inadequate market research, over­

c:oncentration on one or two markets for finished products, lack of succession plan, 

, 
inaperience. lack of proper book keeping, lack of proper records or lack of any records at 
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1Il, inability to separate business and family or personal finances, lack of business strategy, 

nability to distinguish between revenue and profit, inability to procure the right plant and 

nachinery, inability to engage or employ the right caliber of staff, cut-throat competition. 

:Basil A N. 0. 2005) 

Despite of the fact that, there are various initiatives which have been undertaken by 

the Nigerian government and non-governmental organizations to promote SMEs 

development across the country, but yet their performance is still low in which SMEs 

owners gets low income from them and yet they still living under poor condition and 

therefore, the sector's contribution to economic growth in the country is still low. These 

initiatives and schemes include: improving and building new infrastructures especially 

roads; and schemes aimed at promoting SMEs development such as, the ongoing schemes 

aimed at strengthening SMEs service providers under the National Association of Small 

Scale Industrialists and Vocational Education Training Authorities. 

Beckman J. (1983) contend that most of the problems of SMEs are external to it, 

among them are those related to capital shortage, taxation and regulations, product liability 

patent and franchising abuses. The internal problems of SMEs in Nigeria include: 

inadequate working capital, stiff competition from larger companies, difficulties in sourcing 

nw materials, low capacity utilization, lack of management strategies. poor educational 

background of operators, and huge financial problems. 

It is also important to note that SMEs in Gombe local government are not immune 

from the aforementioned challenges in their day to day operations hence it becomes 

necessaiy to embark on a study that investigates the factors affecting the performance of 

llllal1 and medium scale enterprises in Gombe local government. 
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t.3 Purpose of the study 

Following the statement of the problem above, the purpose of this study is to find out the 

Collowing:-

L To determine whether poor financing constitute a major challenge in the 

performance of SMEs in Gombe local government. 

2. To ascertain whether inadequate social infrastructures constitute a major challenge 

in the performance of SMEs in Gombe local government. 

3- To determine whether lack of managerial skills constitute a major challenge in the 

performance of SMEs in Gombe local government. 

4 To ascertain whether multiple taxation constitute a major challenge in the 

performance of SMEs in Gombe local government. 

L4 Raeardl Questions 

The research questions that guided the study include the following: 

L Does poor financing constitute a major challenge in the perfonnance of SMEs in 

Gombe local government? 

2. To what extent does inadequate social infrastructures constitute a major challenge in 

the perfonnance of SMEs in Gombe local government? 

3- Does lack of managerial skills constitute a major challenge in the performance of 

SMEs in Gombe local government? 

4 Does multiple taxation constitute a major challenge in the performance of SMEs in 

Gombe local government? 



1.5 Significance of the study 

Government policies, incentives schemes and support systems for the industrial 

sector, and particularly for the SMEs, are well articulated in various public documents. This 

study will attempt to inquire into the impact of these policies, schemes and incentives on the 

SMEs, and the response of the SMEs to the government initiatives. In studying the 

government's claim of the lack of appropriate response by SMis to government policy 

initiatives, and the claim of non-implementation or inappropriateness of the policy 

initiatives to the SMEs development, we shall attempt also to identify, situate and analyze 

the critical factors affecting the performance of SMEs in Nigeria. 

The significance of this research on factors affecting the performance of Small and 

Medium Scale Businesses in Nigeria is an attempt to bring out those factors that are critical 

to the performance of SMEs but which have not been appreciated, recognized or in the 

management of the SMEs. 

Therefore, this research work will be of immense benefit, not only to the government 

in terms of the appreciation of factors critical to SMEs performance which have been 

overlooked, but also to the industries. The study will also contribute to knowledge and 

enhance practices in the management of SMEs in Nigeria. 

In addition, this research will equip both policy makers and industrialists with the 

ltrengths and weaknesses of various strategies/incentives and practices in the management 

of SM&. This will make it easier for both government and Industries to combine the best 

management practices with appropriate mix of policies and incentives to achieve the 

objectives let for SMEs and the SMEs sub-sector. 
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t.6 Scope and limitation of the Study 

The study is therefore confined to the factors affecting the perfonnace of SMEs 

operation in Gombe local government of Gombe State, and yet it is easy to use the result of 

this research to gain insight into the whole industry. 

L7 Definiti�n of term 

L SMEs Small and Medium Enterprises 

a. Small Enterprise:- Enterprises employing not more than 50 people with a 

turnover of not more than J<.ho million and capital employed excluding land of 

not more than N10 million. 

b. Medium Enterprise:- Enterprises employing between 50 and 100 people 

with a turnover of more than W10 and capital employed of between Nto 

million and Wso million. 

U. G1"088 Domestic Product (GDP):- This is the total market value of final goods 

and services produced in a year within the domestic economy. 

HI. Gl"088 National Product:- this is the total market value of the final goods and 

services produced by the residents of a country. 

Iv. Per Capital Income:- This is the average income earned per person in a given 

area, city, region or country. 

"· Flldon:- Several things that cause or influence something. 

Afl'eding:- To produce a change in something. 

Per(ol'llllUU:e:- The act of doing well or badly. 
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CHAPrER 'IWO 

REVIEW OF RELATED LITERATURE 

a.o Introduction 

The experiences of developed economies in relation to the roles played by SMEs but 

tresses the fact that the relevance of SMEs cannot be overemphasized especially among the 

Less Developed Countries (LDCs. In order to highlight the significance of SMEs in relation 

tll the growth and development of a given economy, SMEs have been variously referred to as 

tbe "engine of growthn. This stems from the fact that almost all countries that have focused 

Oii the SMEs sector and ensures its vibrancy have ended up succeeding, in the significant 

reduction and its attendant enhancement in the quality and standard of living, reduction in 

crime rate, increase in per capita income as well as rapid growth in GDP among other 

lllutary effects. 

Concept of SMEB 

From the available literature, there appears to be a lack of consensus on a single 

definition of medium and small scale enterprises. Each definition has usually been made to 

IUit a particular requirement of business and the level of industrial development of a 

particular oountiy. The definition is used in relation to the objective of the business the 

analyst has in mind in a particular period of time. 

There are varying global definitions of SMEs depending on the level of economy. 

AJtbougb there is so far no common definition in almost all East African Community 

llOUJltria (ltenya, Tanzania, Uganda, Burundi and Rwanda) they all use the same basics of 

eapitaJ lmeatment. turnover and number of employees. SMEs are defined in multiple 



ienchmarks: the size of capital employed in machinery, manpower directly engaged and 

mies turnover (URT, 2009) 

In Tanzanian context, enterprises are defined or categorized based on number of 

employees and capital directly employed in machinery (URT, 2002). 

Kazeem (2004) argued that for an enterprise to qualify as Small and Medium scale 

Bnterprise, the enterprise must have a maximum of N200 million assets base excluding 

land and working capital; while its staff must be at least 10 persons and maximum of 300 

persons; and that the enterprise must be registered as a corporate body that files annual 

returns and keeps all tax laws. 

Ubom (2oo6) on the other hand, defines small scale enterprises as one employing 

10-100 workers and medium scale enterprises as one employing 101-300 workers while 

micro or cottage is defined as one employing 1-10 workers. 

Ubom (2006) further identified measurements or criteria for determining and 

classification of small and medium business as follows: 

i. value of capital-initial capital investment, plant and machinery, inventories, 

work in-progress, land and building 

ii. Sales turnover. 

iii. value added- difference between sales and cost of purchased materials and 

supplies 

Ogunleye (2004) in another breath, accepted the need for differences in 

dauification and definition of small and medium enterprises. He however pointed out that 

any differences in definition noticed between industrial sectors are ascribed to differences in 

capital requirements, while the differences among countries could arise as a result of levels 

of indUltrial development. Thus, what may be defined as SME in a developed country may 

be reprded u Jarp 1e1Je enterpriaes in a developing country considering such parameters 
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; capital investment and employment of l abour. It is therefore important to realise that 

mnition of SME changes overtime, and even among developing countries. 

Olumide C2004) in the same vein concede to the differences in definitions and 

hanges of such definitions over time and among countries. It may however be recognized 

:iat even though the definition and classification changes over time and among countries, 

be basic definitional parameters are the same; namely: the number of employees; assets 

ue; turnover; financial strength as the definition and classification of SME in any setting is 

1 mix of these parameters varied by local factors, conditions and variables. In all the 

lldinitions given by these authors, small and medium enterprises (SME) are identified to 

xoadly cover production, buying, selling and provision of services, while small and medium 

industries (SMI) are mainly concerned with manufacturing activities. 

In Nigeria, the Industrial Research Unit of University of Jfe, defined a small scale 

iDdustiy as Mone whose total assets in capital equipment, plant and working capital are less 

than "'50,000 and employing fewer than so full ti me workers. It includes a factory or a non­

llc:tcxy establishment. It may or may not use motive power," and medium sized industry as 

•one investing not less than Nso,ooo but not more than Nsoo,ooo operating with motive 

power in a factory employing not fewer than so nor more than 2so. 

The Nigerian Government has used various definitions and criteria in identifying 

what is referred to as small and medium sized industries. At certain point in time, it used 

�t in machinery and equipment and working capital. At another time, the capital 

COit and turnover were used. However, the Federal Ministry of Industry, under whose 

Jarilctiction the small and medium sized industries are, has adopted a somewhat flexible 

definition especially u to the values of installed fixed cost. 

The Nl&erian Jndllltrial development Bank (N.J.O.B.) whose initial purpose was to 

Jend to medium and large businesses did not lend to industries with capitalization of less 
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an N100,ooo. It therefore, regarded medium scale Industry as an establishment with 

1pitalization of not less than N100,ooo and after the 1971 N.I.D.B. Amendment Law, it 

11rded medium scale Industry as one with capitalization of not below N4o,ooo. 

Federal Ministry of Industry (1972) defined small scale industry as an enterprise 

aving investment capital in land, building, machinery and equipment and working capital 

P to N6o,ooo and employing not more than 50 persons. In 1973, the capital investment 

.. raised to N150, ooo and by 1979 it has risen to N250,ooo. During 1981/82, it was 

lrther raised to Nsoo,ooo (excluding cost of land). A communique issued at the end of a 

lllional workshop on Small and Medium Enterprises (SMES) held at Administrative Staff 

"'11ege of Nigeria (ASCON) in March, 1985, it was again cbanged. It was then resolved t hat 

D view of the prevailing inflationary trends small scale enterprises be defined as an 

mterprise whose capital investment does not exceed N?so,ooo (the total cost excluding 

at of land)-

The N"igerian Bank for Commerce and industry (NBC! 1991) also made its own 

e&icial definition of small scale enterprise as one whose capital investment does not exceed 

�,ooo (including working capital and excluding the cost of land) 

Kolawale (1991) while the World Bank gave W<imillion turnover. In the 1988 Budget, 

*91e yardstick for small and medium companies was the turnover of Nsoo,ooo. In the same 

Central Bank of Nigeria (CBN 1986), the apex financial institution in the country, 

ned a small/medium enterprise as any establishment with turnover of Nsoo.ooo. 

Furthermore, in 1988, when the World Bank Mission was in Nigeria to ascertain the 

tlnanciaJ needs a( the Small Scale Industries sector of the economy, and because of 

iaflatiooary trends in the country then, they came up with a new definition which was 

llCCepted by the government and subsequently included in the National Industrial Policy. 
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mall Scale Industries were defined as industries whose total investment is between 

100,000 and N2,ooo,ooo (excluding cost of land but including working capital). 
At a National Council on Industry Seminars, which took place in Owerri in 1991, new 

mnition of industrial Enterprises was adopted by the Council. In response to the general 

�rd movement of cost of plant and machinery in producing nations, and consequent 

jlOD the high cost of building materials in Nigeria and the unstable and increasing 

dlange value of foreign currency over the Naira, Small and Medium Enterprises (SMEs) 

U then defined by the National Council on Indusl:J)' (1991) as follows:-

> Micro/Cottage Industry:- an industry whose total project cost excluding cost of land 

but including working capital is not more than Nsoo,000:00 (i.e.USS50,ooo) 

> Small Scale Industry:- an industry whose total project cost excluding cost of land and 

including working capital does not exceed Nsm (i.e.USS500,ooo). 

> Medjum Scale Industry;- an industry whose total project cost excluding cost of land, 

does not exceed N2oom (i.e. US2.om) 

> L.ara:e Scale Industrv:- an industry whose total project cost excluding cost of land but 

including working capital is above N20om (i.e. USS2.om). 

lbese definitions are to be reviewed in response to movements in the exchange value of the 

frmra. That is, the dollar value is the yardstick and appropriate Naira equivalents worked 

t-. say on annual basis. 

Again, the National Council on Industry of Nigeria (1996) at its 9th 

held in Port Harcourt in August 1996, adopted the report of its Sub-Committee on 

1Clud6i:ati" 00 of Industrial Enterprises in Nigeria and approved a new set of classifications 

and definitiona of the Industrial Sector in Cottage/Micro, Small, Medium and Large Scale 

ladllltries 11 foJlows:-
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o �ottage/Micro Industi:y:-An industry whose total cost, including working capital but 

excluding cost of land, is not more than N1 million and a Jabour size of not more than 

io workers. 

o Small-Scale Industry:- An industry whose total cost, including working capital but 

excluding cost of land, is over N1 million but mot more than N40 million and a 

labour size of between 11 and 35 workers. 

o Medium-Scale Industry:- An industry whose total cost including working capital but 

excluding cost of land is above N40 million but not more than Ni50 million with a 

labour size of between 36 -100 workers. 

o Lame-Scale Industry:- An industry whose total cost including working capital, but 

excluding cost ofland, is higher than N150 million with a labour size of over ioo. 

,., National Association of SmalJ and Medium Enterprises (NASME, 2001) supported an 

.,_.ro review of the limits considering the economic conditions. NASME suggested the 

� limits:-

• Micro/Cottage Enterprises. Enterprises employing less than 10 people with a 

turnover of Jess than N1 million and capital employed excluding land of less than N1 

nullion. 

• Small Enterprises: Enterprises employing not more than 50 people with a turnover 

of not more than H100 million and capital employed excluding land of not more than 

N1omillion. 

• Medium Bnterprises: Enterprises employing between 50 and 100 people with a 

turnover of between 111100 million and 500 million and capital employed of between 

Nto million and 115<> miJlion. An enterprise that meets any one of the above criteria 

quallfies u an SM& 
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�re is no clear-cut definition that distinguishes a purely small- scale enterprise from a 

&tium-scale business. The Central Bank of Nigeria, in its Monetary Policy Circular No. 22 

f'88· defined small-scale enterprises as having an annual turnover not exceeding 

naira. In the 1990 budget, the federal government of Nigeria defined small-scale 

for purposes of commercial bank loans as those with an annual turnover not 

500,000 naira, and for Merchant Bank Loans, those enterprises with capital 

•1mienits not exceeding 2 million naira (excluding cost of land) or a maximum of 5 

naira. The National Economic Reconstruction Fund (NERFUND) put the ceiling for 

e Industries at 10 million naira. Section 37b (2) of the Companies and Allied 

annual turnover of not more than 2 million naira; 

For the purposes of this study, small and medium-scale enterprises are defined as 

with investments in machinery and equipment not exceeding 500,000 naira and 2 

naira, respectively, with not more than 50 and 100 paid employees, respectively. 

of their capital base and number of employees. 

a.n.c.ailda of Small and Medium Scale Enterpriaes 

•Blmri·m· cs of SMSB by their Nature, Definition and Classification 

1'1le left1 of ec:ooomic development of a country generally, determines the shape, 

and pvwtb of the industrial sector. In addition to the economic climate, the 

lwll••d aader wbich the manufacturing sector operates, determines the composition, 

lbactm'e and opention of the indllltJy. It i1 therefore, no gain saying the fact that 
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,e environment, which includes in its hold all conditions, regulations and factors that affect 

1e general operation of business, determines the general characteristics cf classes cf 
asinesses. By classification, a medium sized industry falls in between the small and large 

Jed industries. It therefore, follows that some conditions which are applicable to small or 

IP si7.ed business, in addition to the one peculiar to it, may affect the medium sized 

flliness. The intention here is to attempt to discuss the characteristics of small and 

tildium sized business generally and to try to relate then to the class of industries under 

IDd>'· In order to gain insight into the general characteristics of small and mediu 

Jibed industries, it is instructive that we study the work of some writers in this field. 

� a  study carried out by Aluko (1973) listed the following as the general characteristics of 

�small and medium sized industries. 

� The Manager handles all aspects of Management. 

;>Suffers from difficulty in obtaining finance, 

ti-> limited market -products intended to serve local markets. 

) Maintains no proper accounts of costs and revenues. 

, Lack of competent personnel with sufficient educational background. Staley and Morse 

) on the other hand, while emphasizing how the small -and possibly medium scale 

differs from large industry, suggest that, in addition to the ones already 

ted by Aluko, this class of industry have the following characteristics:-

0.) Clole penona1 contact with top management. 
Al earlier oblerWd in the National Policy on Micro, small and medium Enterprises, 

......_,_ . ge of economic activities in Nigeria. They have common 
_,, ltlSMa cover an entire ran 
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aracteristics which include low m '· . . · 1 ar .. et access, poor access to credit, poor mfonnation 

aw, discriminatocy legislation, poor access to land, weak linkage among different segments 
f the operations in the sector, weak operating capacities in terms of skills, knowledge and 

ttitudes, as well as lack of infrastructure. There are also weak safeguards against 

tcaPational health and environmental hazards. However, each of the three size categories 

I MSMEs has its own special characteristics and problems, and requires policies 

fP1>Prlate to it. The National Policy document observed their characteristics as follows:­

,.... Enterprises: Small-scale enterprises (with employment from 10-49 persons) cover 

fiacii the same spectrum of enterprise types but are concentrated in the more modern, 

;are sophisticated end. While most of them are sole proprietorships, a significant number 

ii- incorporated business. This segment has a large reservoir of educated manpower and 

rrucal skills, as well as improving access to the banks. It has the highest potential for 

r'1 through nurturing, capacity building and support. Organizationally, they are well 

ted by professional and trade associations . 

.. ldhmi Bnterprises: Medium size enterprises are formal face of Nigerian enterprise. 

trated in a few sectors, notably manufacturing, transportation, information and 

unication technology, they are fairly well organized and well connected. They have 

good acxess to government and the financial system. Few in number and restricted in 

they represent the notorious "missing middle" of Nigeria's private enterprise system. 

According to Tambunan (2oo6), the importance of (SMEs) in developing countries is 

�llllllme of their unique characteristics, which include the followings: first, their number is 

... IDd Ibey m:e IC8tteftd widely throughout the rural areas and therefore they may have a 

...... 91oml• 11pH1c:anoe for the rural economy; second, they are labor intensive; third, 
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dEs in developing countries are · mamly agriculturally based activities; fourth these 
1terprises, especially SMEs finance th · · 

· ' eir operabons overwhelmingly by personal savings 
; the owners, supplemented by gifts or loans from relatives or from local informal 
wiaeylenders, traders input suppl" d · ' iers, an payments m advance from consumers; and 
lh SMEs provide an avenue for the development of entrepreneurship. With respect to this, 
tit is why the development or growth of SMEs is often seen as an indicator of 
�reneurship development. 

SMEs are the future in leading emerging markets to sustainable growth. By creating 
ps and income, SMEs they are crucial to the economic and social development of different 

j..mes (Kirui 2012). 

There was little performance evaluation in place in order to promote better-achieved 

f-t'in China's SMEs (Zheng 2013). 

Biggs and Shah (1998) conducted a research on SMEs networks, and manufacturing 

lsl"oliman'ce in Sub-Saharan Africa, and they found that, large firms were the dominant 

of net job creation in the manufacturing sector and also the results suggested that 

size was not a good predictor of labor intensity, and that labor intensity varied more 

industries than across firm-size groups within industries. But also they found that, 

small firms were more capital intensive than large firms in the same industry. This 

._llellted that SMEs are not necessarily more suitable to the labor abundance and capital 

character istics of developing countries. 

SmaD and medium enterprises (SM.Es) are considered the backbone of economic 

in all countries (Rajesh, Suresh, & Deshmukh, 2oo8). They play an important role in 

•lllllllliln''• economic growth, 31 they constitute 97.2% of the companies in Nigeria (General 

tlltlltb oftice 200'7). They allo contnl>ute to national development by positively 

1 •-11eclbiciatbe dilttibution of income in both functional and nominal terms (Uzor 2004). 
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Jn emphasizing the importance of SMEs, Rogers c2002) stated that: they enhance 
pacity building as they serve as entrepreneurial training avenues; they create more 

Bployment opportunities per unit of investment because of their labour intensive 

ierations; they achieve a much more relative high value added operations because they are 
�led by basic economic activities that depend mostly on locally sourced raw materials; 
rq provide feeder industry services as they serve as major suppliers of intermediate goods 

ad components to large-scale industries as well as major agents for the distribution of final 

mduc:ts of such industries; they provide opportunities for the development of local skills 

'4 technology acquisition through adaptation . 

..._ l Factors affecting the performance of SMEs in Nigeria 

Despite the catalytic role of SMEs in the economic emancipation of countries, some 

I( their major operational challenges in Nigeria Include:-

llnandal ProbleJDS: 

About Bo% of Small and medium enterprises arc stifled because of poor financing 

� other associated problems (Fatai 2011). 

The problem of financing SMEs is not so much the sources of funds but its 

ibility. Factors identified inhibiting funds accessibility are the stringent conditions set 

financial institutions, Jack of adequate collateral and credit information and cost of 

funds (Adepoju 2003). 

Harper (i9B4) believes that the capital shortage problem in the small firm sector is 

. , the uneconomic deployment of available resources by the one, which stems ior 

lllWlter-1D1ina • • ··-• shared by lhyembe (2000). who claimed to have seen 
gen. ThlS View ... � 

PGlineillllllen take Joan for expansion projects only to turnaround to marry new wives, 

lllqulre chieftaincy titles or buy houses abroad. 
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Bruch and Hiemenz c19a4) in a study of SMF.s in Asia observed that financing 

torking capital needs was the most fre ti . quen Y mennoned problem. 
Binks and Ennew (1996) ex . Pressed the View that the funding problem of SMEs is 

pnarily due to the behavior of banks d . an imperfection of the capital markets. 

)lanagement Problems: 

Lack of trained manpower and . management skills also constitute a major challenge 

die survival of SMEs in Nige · A d" na. ccor mg to West and Wood (1972) "90% of all these 

failures result from lack of · 
expenence and competence." Rogers also added that 

ciency in overall business mana t d · · · gemen an poor record keeping 1s also a major feature 

most SMEs; technical problems/competence and lack of essential and required expertise 

production, procurement, maintenance, marketing and finances have always led to funds 

·cation, wrong and costly decision making. 

Government has not done enough to create the best conducive environment for the 

of SMF.s, the problem of infrastructures ranges from shortage of water supply, 

uate transport systems, lack of electricity to improper solid waste management. 

• '1 underdeveloped physical and social infrastructures create a binding constraint to 

Molt N"igerian Entrepreneurs do not have the investment culture of ploughing back 

JIUltl. •II (2002) messed that the attitude of a typical Nigerian entrepreneur is to invest 

...._ _.... • •·� the socio-political ambitions of some entrepreneurs may 
__,. -.. reap tomonuw. IUAOV• 

'-4 to the diversion of valuable funds and energy from business to social waste. The 
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jjj. unstable policy enviromnent: 
Instability in government Poli · h cies ave caused some SMEs to collapse. One of such 

..i;,.ies is that of the 1980s when go . · ...- vernment specified that cocoa should not be exported m 
f"Or unprocessed form after a specified deadline. Many SMEs had to import machineries 

for government to reverse this policy. This negatively affected so many SMEs in the 

industry. The present high mortality rate of SMEs in Nigeria is awful to contemplate 

constitute danger to the entire economic system. It represents serious financial pressure 

the nation's economy as well as a waste of valuable resources. The business owner should 

consider challenging situations and be prepared to meet them with pre-planned 

The survival of SMEs is only possible through a systematic analysis of the problems 

are facing and mapping out appropriate strategies of overcoming them, through a 

understanding of the business environment (Irwin 1991). 

For a business to sutvive in unfriendly environmental conditions it should adopt a 

that utifu.es its strengths to exploit opportunities while avoiding its weaknesses 

Nwoye (l994) argued that strategic changes might take place in a firm without initial 

•mwaD"ions, such decision could be informed by e..xpansion strategy, preference to cash 

�-· . · strategy change in production techniques, local sourcing or use of 
...,....,, innovation , 

•n.mie materials, backward integration and merger. Thus, any entrepreneur wbo wants 

'-kollnnoVlldon 
) · ovation is key to SMEs strategy and a central factor 

Aalording to Nll,)'lor (1999 • tnn 

I ent SMEs are expected to introduce innovation 
Ila Cllllllpetitiw growth and deve opm · 
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. their business in order to creat · 
111to e sustainable SMEs business solutions. Innovation is a 

....ocess that creates knowledge wh' h · 
,...-

' Jc JS collected, shared and integrated. In other words, it 

the form of new technology or new product or services. Thus, innovation is related to 

cremental. Commonly, innovation can be considered as ge that can be integrated or in . · 

The present political dispensation in Nigeria since independence does not allow for 

ble and conducive environment for SMEs to operate.Delays in the passing of 

budgets both in the states and federal levels area major example. Party wrangling 

disagreements takes months and years to settle. Unfavourable policies, laws and delays 

the implementation of the national budgets stall proper planning of SMEs in Nigeria. 

The list is endless. According to Ololube and Uzorka (2008), the political atmosphere 

lfigeria does not favour SMEs because they bear the brunt of such situations whenever 

arise. The constant change of power from one administration to another in the political 

oflfigeria has militated against the success of SMEs. 

8eligloua Problem 

The persistent religious crises in Nigeria have negatively affected SMEs. Small 

.... aesHS cannot afford to bribe their way towards having police and military personnel to 

their businesses. Most deaths that occur during religious crises are victims of small 

•••- . . . h r iled on several occasions to address this issue as it does 

� owners. Pohaoans ave la1 

ch· efforts are not put into resolving the conflicts. 

llfect their interest greatly, as su ' 

•U1a1111» and Uzorka (2()08) 

Calblnl ProbklD 
U b 2oo8) that cultural factors influence the 

'l'bere ii evidence (Ololube & 1.0r ' 

......._ • 
er or manager. The evidence according to 

-..ooo of a penon bec:Oming an sME own 
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JJolube and Uzorka (2008) include . 
peaks in the age profile of the self-employed: the 

rs is illustrated by the data on ages of the self-
�ction of personal and social facto . . 
11111pJoyed. One of such studies accordi 
r ng to Ololube and Uzorka found that SME starters 

MEs follow from cultural marginalization and it is aged between 30-45 years. Most S 

common in some ethnic grou d ps an some parts of Nigeria. It is predominantly 

ced that the Ibo speaking ethnic group tends to venture into business more than 

same egree of measure, they also have the propensity ethnic groups in Nigeria. In the d 

es. 1s 1s ecause they grasp every opportumty that ,..Uin and grow in their business Th" 
· 

b 
. 

· e no em part of N1gena do not allow female to 
their way in business Most of th rth · · 

in business activities. Rather they prefer women to be full house wives. 

In accordance with theoretical literature review. different theories related to this 

are going to be reviewed to see how these theories are related to the topic under the 

by seen what other academicians, SMEs practitioners, different writers and 

lders have been saying on regarding to SMEs perfonnance. 

The important economic contribution of SMEs has aroused significant interest from 

international organizations and academic researchers whose goals include using public 

to trigger growth in SMEs, ultimately enhancing overall economic perfonnance. 

WllllDlrdimiKlv, since the iC)70'S, many researchers have worked to establish an explanatory 

� "1 .. illliliork for the growth of SMEs, for, example Farouk and Saleh (2010) established an 

J ltllplill•torv framework for the growth of SMEs in Egypt. They argued that, despite the 

. SME growth to date very few theories have been able to 

ble attention paid to • 
1111111!1.t.ilv • _....,,, and ()tbers fail. They concluded that, the growth of 

explain why some SMEs IY-·· 
gh it has gained vast academic interest, not a single 

ii 1 complex phenomenon. Althou 
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ode! has been developed to date th Ill at can adequately explain why some SMEs grow and 

gt11ers do not. 

Theory on Mergers and Acq · ·ti· u1s1 ons by SMEs by Aaberge (2012) has been developed 

exclusively from the study of large deals by large firms. In this theory he argued that 

behavior and success of mergers and acquisitions by (SMEs) may be significantly 

nt. He developed a theoretical framework, and several testable hypotheses, regarding 

distinctive features of SMEs mergers and acquisitions. The empirical results supported 

· ly on external growth via mergers and acquisitions; are more likely to be 

wn, suggesting that SMEs are more flexible, and more able to avoid deals that turn 

, and, finally, SMEs mergers and acquisitions were more likely to be financed with 

· rather than debt, indicated that the influential financial pecking order theory was of 

SMEs Theory of Chinese on factors that affected the growth of township and village's 

.. llrl]iris4!S run by township and villages defined as collective at provincial by Biggeri et al., 

). The paper examined SMEs theory and the role of human capital in the SMEs 

••oornient. Following this, it analyzed the development of Chinese township and village's 

•llllrDl'illll and their role in the socio-economic development of rural areas and of the 

I I Sis was then performed, using provincial panel data of 

economy. A pane ana Y 
. ill • terprises over the period 1986 to 93, in order to capture 

Township and VI age s en 

. · 1 growth The results of the panel estimations 

major delenninants of proVJnoa · 
f t  wnship and village's enterprises run by town and 

•lilhtw1 IOllle important features o 0 

. . · d ce in support to the positive role of clustering 

llCtor, and provide emp1ncal evi en 

lauman capital in the provincial growth of this sector. 
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The grounded theory approach . on measunng performance of SMEs developed by 
Chong (2008); the theory helped set th e process of extensive in-depth semi-structured 

·ews and observations whil · · . e mamtammg the natural settings of the business 

r..-.-••0•. It identified the financial d an non-financial measures based on short-term and 

-term matrices. The theory concluded th · · at, m !me with the goal approach, the owners-

process on ab1httes to attam the internally generated ers focused their evaluation · · · . · 
and targets. 

Bartlett (2010) argued that, for any business with growth market 

·es, the organization was attempting to gain more sales from existing market and 

tively native growth perspective might lead the firm to develop a new product or 

that can generate sales from existing customers. 

Nguyen et al (2010) argued that, Vietnamese government has mainly focused on 

the number of SMEs rather than improving the performance of SMEs and 

ening the business competitiveness. This must be facilitated by the critical 

reneurial role of the state and the evolvlng relationship between the state's 

reneurial role and market factors are parts of the success picture. 

The contribution of (SMEs) to employment, growth and sustainable development is 

widely acknowledged. Their development can deepen the manufacturing sector and 

· · It also help to achieve a more equitable distn'bution of the 
competJaveness. can 

. wth d thereby help alleviate some of the problems associated 
of econonuc gro an 

1111nen income distribution. 
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ClIAPfER THREE 

RESEARCH METHODOLOGY 

Jn studies of this nature coh ' erence and Jo · l gica arrangement of materials is very vital. 

chapter handles how data 1• 11 s co ected f h" 

. . 

or t 15 study. The chapter deals with the 

ption of procedures adopted in ca . n . . 
rryi g out the study, it descnbe the research design, 

u y, sampling and sampling techniques, instruments of the study, population of the st d . 

data collection, method of data coll . . . 
. 

ectlon, vahdity of the instruments and method of data 

A research design is a plan that specifies how data relating to a given problem is 

and analyzed (Nworgu 1991). For the purpose of this study, the survey research 

was used, in which a group of population studied is considered to be 

tative of the entire group. 

study will be carried out in Gembe local government of Gembe state, Nigeria. The state 

located between latitude 9030' and i230N and longitude 8045' and 11045'E, it lies within 

north� region of Nigeria and it occupies a total land area of about 20,265 square­

llamet:res (kma) with an estimated population of 2.5 million people (Gombe State official 

2015). 1be state was created on the fint day of October, t996 during the military 

of late General Sani A1>3cha. Since its creation, the state has been growing fast, 

with abundant physical, human and natural resources- Gembe State is a confluence 

--- to the South and &auchi to the west. This advantage has made the State to 
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on, its land is blessed with natural resources while its )>eCOme vibrant in all respect. In additi . . 

pie are highly industrious. Thus with. • m the short period of its creation, the state has 
de tremendous progress economicall · . y, pohtically and socially. Administratively, the state 
eleven local government areas Go be 1 · m ocal government was created in i976 within 

an area of about 52 square-kilometres (km') with an uchi state which occupies a total I d 

ted population of 300 ooo pe I Go . . . . • op e, mbe metropolis 1s a biggest town, a commercial 

and serve as the capital of Gombe State. 

ng m ustnes have revealed a tendency to focus more Earlier studies on manufactun· · d · 

tion on the big companies to the neglect of small and medium sized industries. This 

is therefore intended to assist in filling the gab through an in-depth study of the 

conditions, problems, constraints, challenges and management practices of small 

medium enterprises (SMEs) in Gombe local government of Gombe State. For this 

relevant literature in the field of study and contributions of other stakeholders in 

were reviewed; survey questionnaires were administered and responses to them 

· ed while the views of relevant stakeholders in management and development of SMEs 

also obtained. This is done with a view to understand the strategic factors constraining 

perfonnance of SMEs in Gombe local government in particular and the country in 

th ns or items from whom or about which data for the 
Population refers to e perso 

hich the findings of the study would be generalized. 
were ooDected and to whom or w 

sMEs in Gombe local government area of Gombe 
1lrpt population for this study are 

· cannot be accessed. some SMEs are selected to 
However since the entire population ' 

ul ti comprises of fifty (So) respondents in the 

MPlltMo ... the entire population. The pop a on 

&..... rnment area as !oUows:-

-<s> lelec:ted SMEI in Gombe local gove 
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i. 

iv-

'· 

Bimason Integrated 

Atlantis Enterprise 

Abba Bakery 

Nasab Flavour Drinks and 

Fusaha Ventures 

an it is manageable, therefore, there is no need for Since the target population are few d · · 

piing techniques. 

The survey design instruments was used in this study. collection and gathering of 

include questionnaires, personal interviews, library and desk research while the 

· ·ca.1 Package for Social Sciences (SPSS) was used in the analysis of the data collected. 

' instrument is used because it is essential and easy in collection of information. 

According to Nwosu (1991) it is helpful in collecting large information in relatively 

A carefully crafted but wide-ranging questionnaire aimed at eliciting right responses 

constructed and piloted in order to elicit information from the respondents. 

dent& were required to tick as they considered appropriate. The questionnaire 

of five sections ••A "B" "C" ·o" and "E" section ·A" seeks to collect the bio-data of 

. th ca· ns seeks the opinion of respondents on the issues of the 

rapoodent while o er se o 

. · t ined a list of 25 structured items on 4-point rating 

areas. The quest1onna1re con a 

> Strongly Agree (SA) -= 4  

> Agree 
(A) :: 3 

> Strongly l)isagree (SD) .. 2 

> (DA) :: 1 
Disagree Page I 29 



)fethod of data collection ,.s 
The questionnaires were distnbuted randomly to SMEs owners, managers, and 0yees in each of the five enterp · nse selected based on the sample. Four research ots trained by the researcher h I d · e pe m the administration of the questionnaires. As the researcher and his assist ts · an Used three consecutive days to do the Job so as to 

at 100% return for the instruments. 

This is one of the qualities of measuring any device or instruments; it refers to the 
to which an instrument measures what it is designed to measure. The instrument 

in this study was given to two lecturers in the school of education of the federal college 
mucation (Tech) Gombe. The suggestion and oorrections made by the professionals were 

to restructure the instrument before administering the instrument. 

Mean score is used to analyze the research questions; the decision on each item of 

questionnaire was taken based on the mean response. That is any mean response that is 

2.S were regarded as "Rejected" or "Disagree" while items attracted 2.5 and above 

the analysis and result were presented in 

••IJance with the research questions. 
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CIIAPrER. POUR 
DATA ANALYSIS 

Jn this Chapter, the collation d . an analysis of data obtained from the fifty (50) 
·0nnaires administered to the fi ( ) ve 5 small and medium sized enterprises in Gombe 
government. The data presented II · were co ected dunng the field survey on the factors 
·ng the performance of Small and Medium Scale business in Gombe local government 

Gombe state. As earlier stated in the previous chapter, the data collected were analysed 

The entire questionnaires were administered and all the copies were duly completed 

returned. The analysis and result were presented in accordance with the research 

constitute a major challenge in the 

nee of SM.Es in Gombe local government? 

l: Respondents means soores on whether poor financing constitute a major challenge 

Variables 
Ladt of adequate capital affect business 

ormance . 1 
Stringent conditions set by financia 

!!istitUtions before obtainin loan 

No oollateraJ to I e before oollectin a l�n 

Ladt of a-edit information and cost of assessing 

fund rces of fund Tbe busineu bu other external 50�arged by Hlgli rate of Interest rate 

� financ:ia] � lnldeCiuate financing does not affect 

nce ofSMEs 

SA A SD DA 
Decision 

2 16 1.8 Disa ree 
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The data presented in table 1 abo ve revealed that items 5 and 7 had their mean score 
!Jelow 2.5, while all other items were rated abo ve the cut point. This shows responses of the 

ndents on the issue whether poo Ii . r nancing constitute a major challenge in the 
ormance of SMEs in Gombe local government. 

._.ll'CD Question 2:- To what extent does inadequate social infrastructures constitute a 
· r challenge in the perfonnance of SM& in G b 1 1 om e oca government? 

le 2: Respondents means scores h th · · · on w e er inadequate infrastructures constitute a 

· r challenge in the performance of SM&. 

A SD DA 
(2 (1 x Decision 

to create 
23 20 2 5 3.2 Agree 
21 1 1  9 9 2.8 Agree 

em 19 10 12 9 2.7 Agree 
26 23 4 7 3.0 Agree 
16 14 13 7 2.7 Agree 
15 17 6 12 2.7 Agree 

0 2 41 7 1.9 Disagree 

The result in table 2 revealed that only item 14 had its mean score below 2.5 while all 

items were rated above 2.5, this indicate the opinion of respondents on the availability 
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� _ ... rclt Question 3:- Does lack f � - 0 managerial skills · 
. constitute a major challenge in the 

ofl!lance of SMEs m Gorn be local government? 

3: Respondents means scores on h w ether lack of managerial skills constitute a major 

enge in the performance of SMSEs. 

Variable 

Lack of strate ic lannin Business Ian 
Poor accountin s tern 
Unable to attract/hire expert that help to 
the business 

grow 

Ina�equate competent personnel to run the 
business 
Pro�lems of policies, incentives and operating 
environment 
There is need for management 
their knowledge/skills 

to improve 

SA A SD DA Decision 

1 

e 

ree 

18 13 10 9 2.7 Agree 

The data presented in table 3 reveals that all the items were consider agreed with the 

score ranging between 2.7 - 3.2 respectively, incompetency in managerial skills is for 

Question 4: Does multiple taxation constitute a major challenge in the 

nnance of SMEs in Gombe local government? 

4: Respondents means scores on whether multiple taxation constitute a major 

e in the performance of SMSEs. 

Variable 
SA A SD DA Decision 
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The result presented in table 4 1 a so revealed th t II . a a the items in the questionnaire 
rated above 2.5 on the 4 point link ert scale and ·d cons1 er agreed revealing what may 

yto be the problem of small and rnedi um enterprises. 
J)iscusSion of the findings 

Table 1 above, indicates that most f 0 the respondents were of the opinion that poor 
financing has hindered the develo Pment of SMEs in Gombe local government. One of 

the major challenge facing small d d" an me 1um enterprises operators is lack of finance. 

Lack of capital has been identified as the most serious problems of establishing and 

running of small and medium enterprises, as other problems can be solved with 

adequate capital. Many operators face this challenge and are often constrained to rely on 

personal and family funds to carry out their business. They also do not have adequate 

capital to finance the procuring of operational equipment and facilities. I therefore 

conduded that poor financing constitute a major challenge in the perfonnance of SMEs 

in Gombe local government as evidenced by the large extent response of the sample 

respondents. This conclusion is buttressed by the observation of Fatai (2011), that about 

8o% of small and medium enterprises in Nigeria are stifled because of poor financing 

and other associated problems. 

The result in table 2 revealed that majority of the respondents were in view that 

. . <- ct J"ke water electricity, transportation system etc create a 
uate SOCtal mu astru ures 1 ' 

· of bad and inadequate infrastructure in the country are 
problem to SMF.s. The 1SSue 

h"I the cost of electricity is very high, apart from 
ed, there are power outages w • e 

rs have to pay huge sums to buy generators, buy 
high electricity bills, SMEs operato 

. 
. they also have to provide the water they need to 

and other fuels at exori>1tant pnces, 

l social infrastructures constitute a major 

llCe. I therefi nduded that inadequa e 
ore 00 

. robe local government as evidenced by the great ....... in the pelfonnanoe of SME'.s 10 Go 
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ntage of the respondents. This con 1 . . perce c usion is buttressed by the obser.ration of Tendler d j\J!Jorim (1996), that Nigeria's underd 1 . eve oped physical and social infrastructures 
te a binding constraint to small and medi . um enterpnses growth. 

The findings in table 3 shows that all th e respondents were of the opinion that lack of 
rial skills constitute a major chall · enge m the performance of small and medium 

rises to a large extent. So there · d IS nee for stake holders to organize training and 
· ·ng of SMEs operators from time to time, this will help to improve their performance 

one way or the other. This conclusion was also buttressed by the obser.ration of West and 
(1972), that 90% of all these business failures result from lack of experience and 

Table 4 also indicates that all the respondents in the questionnaire were of the 

· · n that multiple taxation to a large extent constitute a major challenge in the 

•ltOimutnce of SMEs. There is the need to make consistent and friendly policies that 

nise taxes so that small and medium enterprises operators in the country would not 

the burden of multiple taxation. I therefore concluded that multiple taxation constitutes 

lllljor challenge in the performance of small and medium enterprises in Gombe local 

ent area. 
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CIIAPTER FIVE 
SUMMARY, CONCLUSION AND RECOMENDATIONS 

Small and medium enterprises h bee 
d 

ave n fully recognized by governments an ent experts as the main engine of economic growth and a major factor in 
g private sector development and partnership. The development of the SME sector 
represents an essential element in the growth strategy of most economies and 

particular significance in the case of Nigeria. SMEs not only contribute significantly to 
living standards, employment generation and poverty reduction but they also 

about substantial domestic or local capital formation and achieve high levels of 

Based on the collation, presentation and analysis of data collected from the survey 

various interviews conducted with management and staff of the Small and Medium 
•b!n:irwes (SMEs) surveyed in Gombe local government, and the contribution of other 

in the relevant areas, the following positions and summal)' is drawn and hereby 

. ·n be done under three headings, namely; ed. The presentabon wt 

> Summary of Findings. 

> Conclusion and 

> Recommendations . 

........,. • 'ne of growth and catalyst for socio-. are the eng1 edi scale enterpnses Small and m um 
. . 3 developing country like Nigeria. especially m . . of any country, 

. . transformation 
f tional macroeconomic objectives m 

. he achievement o na 
. . are a veritable vehicle for t 

d enhancement of apprenbcesh1p . ·-ment cost an 
. at 1ow 1nv""'' of employment generabon 

Domestic Production (GDP) as well as 
tiallY to the Gross 

they contn"bute substall 
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·• per Capital Income (PCI). But runn. i,.e mg small and di 
d.ffi 1 . 

me um scale enterprises in Nigeria is 
orie of the most 1 cu t things because f h 

. 
0 t e harsh economic environment. It is as a result 

of the harsh economic environment th t 
. 

a many small and medium scale enterprises collapse 

or are operating on the margins. 

This study aimed at assessin f g actors that affect the performance of the SMEs in 

Gombe local government area of Gombe . state. It explained factors by taking much attention 

Gil demographic characteristics (ag se d h • x an t e education level of SMEs owners, managers 

IJl(i employees), business characterisf · I · · · I CS capita structure (source of initial capital m 

lbrting the enterprises), financial constraints and enterprise management. Justification of 

Ibis is supported by the evidence that, the results which were found on regard to 

demographic characteristics (age, sex. and education level) showed that, on age of the 

respondents the result showed that, the SME.s owned, and managed by the middle-aged 

people and employ middle aged people found lo gel high income compared to those owned 

IDd managed by the old people. Also on sex the results showed that most of enterprises 

1IS1! owned by men, however it did not affected the performance of these enterprise and on 

ftgarding to education level of the enterprise owners, managers and employees the results 

llaveshown that, education contributed significantly to SME.s performance. Furthermore, In 

Clpita) structure (source of initial capital and capital size), the results have shown that, 

"""- h h · · ·1t1·a1 capital to start their business from personal savings 
......,. owners w o got t e1r m 

.....,. h ho got their initial capital from loans, and from their 
,..,onn better compared to t ose w 

"-· · ed b I rge amount (capital) investments performed better 
-lies. and the SM� that start Y a 

I t invested. Furthermore, on regard on issue of 
� to those started by smal amoun 

h wn that most of the SME.s were owned and 
Sl(p,. management, the results have 5 0 ' 

Clilerated by owners themselves compa red to those managed and operated by workers. 

......._ . h results revealed that, nearly all SMEs were 

�. under the financial constraints, l e 
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,.ced by the financial constraints in th . . "' e1r dally operati . ons that made them to get less income 

.i.jch in tum lowenng their perform "u ance. 

This survey study also confirm h s t e findings of other researches that small and 

aaedium sized enterprises are faced with . many difficulties which include:-
•:• 

Shortage of raw materials. 
•:• Inadequate infrastructure. 

•:• Little specialization in management. 

•:• Inadequate market and market services. 

<· Problems of obtaining finance and capital. 

-> Problems of r . · · po 1cies, incentives and operating environment. 

<· Inadequate competent personnel with requisite managerial skills. 

s.1 Conclusion 

In oonclusion, it is imperative to realize that performance, goals and targets can only be 

IChieved when SMEs are provided with good friendly policies. The paper discussed issues, 

cballenges and prospects of small and medium scale enterprises (SMEs) in Gombe local 

pmiment of Gombe state. It assumed that government intervention through the 

"1Msion of conducive operating environment in financial assistance, social infrastructures, 

fboi.able taxation policies, peace and security will go along in addressing the major 

daallenges of SMEs. 

The four major findings of the research are as follows: 

... . . aJ·or challenge in the performance of SMEs in Gombe 
,. Poor financmg constitutes a m 

local government. 

� nstitutc a major challenge in the performance of 

" Inadequate social infrutructures co 

SM& in Gombe local government. 
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:l>' Lack of managerial skills constitu . tes a maJor challenge in the performance of SMEs in Gombe local government. 

:l>' Multiple taxation constitutes a major challenge in the performance of SMEs in 
Gombe local government. 

5'3 Recommendations 

Arising from the findings of this rese h h arc , t e following recommendations were made to jmprove the performance of small and medium scale b . . N' . usmesses m 1gena:-
1. Public/Private sector Partnership m· infrastru al · · ctur provision: 

Government should partner with the private sector in the provision of efficient public 

utilities such as constant supply of electricity, water and transportation systems are 

quite necessary. This will reduce initial and operating costs to the SMEs. Thus, 

unless the situation of power and alternative energy supplies are addressed, the 

manufacturers, small, medium and large enterprises will continue to experience 

severe constraints in operation and their products will ever remain less qualitative 

and uncompetitive. Also, Government has to take quick actions to improve the 

secu rity and road network conditions because these infrastructures are also central 

to business operations. 

2. Provision of soft loans to SMEs: 

S. 1· measures influence on the environment under which these mce Government po icy 

. d !"be te policy is needed on the part of Government to create 
enterpnses operate, e 1 ra 

. d f ourable to the growth, development and profitable 
climate that is conducive an av 

ed. ized enterprises. Accordingly, it is recommended 
operation of small and m ium s 

b ks and other financial institutions to lower interest 
that Government strengthens an 

SMEs could also establish a fund to finance their 
rates and other cost of funds. The 

I and also enhance other sources of finance 
ed. term oans 

working capital and m ium 
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available to them. In addition be� 
' ore lending loans to SMEs owners the loans 

providing institutions should Provid . 
' 

. 
e them with enough and appropriate training on 

bow to utilize these funds This . . · is simply because without education some of them 
will end up poor results due to the i act that these loans they should to be paid back 
and if happen they fail to pay b k h ac t e loans together with the interest rates, the 
loans provider will sell their asset · rd s m o er to get their money back and make them 

bankrupt. 

3- Capacity building for SMF.s operators: 

The government should liaise with the chamber of commerce and other non­

governmental agencies in the organization of regular training programmes/seminars 

for potential and actual SME operators, where they should be educated on how to 

plan, organize, direct and control their businesses. 

4- Establishm�t of SMF.s funding agency: 

Government should set up an agency that will assess the working capital requirement 

of s� in and make such funds available to them at a very low interest rate with 

long term repayment period. 

S. Provision of tax incentives for SMEs operators: 

Id bol. h multiple taxation of SMEs operators; the use of private 
Government shou a is 

k r in the assessment/collection of taxes from SMEs 
revenue contractors/tas ,orce 

operators should also be discouraged. 

6. M•fntrnance of Peace and stability: 
tly addressed as investors' confidence will be 

The issue of insecurity should be urgen , 
. ·ty situation on business activities can be 

· of the msecun 
eroded. The implication 

viewed from two broad perspectives; 
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i. 

ii. 

The perspective of potential b . . us1ness mvestment 
The perspective of existin b . 

. • 
• g usmess enterprise. 

i. Potential business . 
. . 

UlVestlJlent: On the potential business investment, 
msecunty discourages . mvestment a .t s I makes investment unattractive to 
business people. This is be . . cause it increases the cost of doing business either 

through direct loss of good d . s an properties or the cost of taking precautions 

against business risks and . 
uncertamty. These costs have a negative impact on 

business development and progress. Insecurity has been a huge blockade to 

business investment So it · t d" 
. . . · • is a s rang 1smcentive to busmess mvestment as 

it scares away potential investors. 

ii. Existing business enterprise: On the part of existing business 

activities, many businesses have refocused their attention to safer and more 

prosperous parts of the country to capture the abundant commercial 

opportunities available there. This is because such environments are 

considered high risk zones due to the high level of uncertainty about the 

safety of investment and lives of their managers and their staff. A typical 

example is the present issue of Boko Haram insurgency in the north eastern 

part of this country which Gombe local government our area of study is 

included. 

7, SME operators should be motivated: 

br h fiscal incentives and support such as tax rebate for 

The government should esta IS 

ed bilities in local sourcing of raw materials, value 

SMF.a which have demonstrat capa 

. . rt as well as other business ethics and good 

addition to commodibes for expo 

. vemment may wish to promote. 

COl'porate governance which go 
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Above all, the government h I s ou d have the political will to effectively and 
efficiently implement the above recommended measures in order to achieve the 
desired results, for as long as the st . atus remains we cannot achieve or expect any 
improvement in the crucial SME sector. If we want a change in the status as it relates 
to our SMEs, we must change th d · · e way an manner we manage affairs relating to 
SMEs. 

5-4 Suggestion for further Study 

As the study was conducted in some selected Small and Medium Enterprises (SMEs) 

within Gombe local government of Gombe state, it does not cover all the SMEs. It is 

suggested that further study should be conducted to reach the remaining Small and Medium 

Enterprises. 
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APPENDIX 

tffl
� 

... \..,,I) � $/ tBllAUIUKE If FllUTllN f1ICI) &Im IUllllADIN IOI 1111 UD - ,,_,.,,.. 

Dear Respondent, 

SUllVET STUDT QUESTIONNAlllE 
INTRODUCflON 

I kindly request you to participate in this study that aims to Assess The Factors 
Affecting The Performance of Small and Medium Scale Enterprises (SMEs) in 
Gombe Local Government of Gombe State. This study is base at the Federal College 
of Education (Tech) Gombe in affiliation with Abubakar Tafawa Balewa University (ATBU) 
Bauchi to fulfill the requirement for the award of Bachelor of Technology in Business 
Education (Accounting). I would be grateful if you would volunteer to spare the time to 
assist in this study by answering the questionnaire which is intended to capture your ideas 
and perceptions on the factors affecting the performance of SMEs. The information 
gathered will not be used in any other way and will be kept strictly confidential. 

SMEB OWNERS, MANAGERS AND EMPWYEES QUESTIONNAIRE 
SECTION A:- Bio Data of the Respondent 
Please tick [ ,/ ] the most appropriate alternative/s in the space provided. 
1. Gender? [ ] Male [ ] Female 
2. How old are you? 

[ J 15-20 years 

[ J 21-25 years 
[ J 26-30 years 

[ J 31-40 years 

[ J 41 and above 
3- Level of education. 

[ ] Adult Education 

[ ] Primary 
[ ] Secondary 

� �=�Please Jndicat�) ·;···················· ······ ······················· ·································· 
4- Are you the owner of the enterpnse · 

[ ] Yes [ ] No . 
What is your current posi�on in the enterpnse? 

[ ) Manager/supervisor 

� �:��fy ..................................... ............. ................................................... . 
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, _ 

s£Cf10N B:-
. 

Research Question i:- Does poor financing co . . of sMEs in Gombe local government? 
nstitute a major challenge in the performance 

'fable 1 

� Variable ;;c--- Lack of adeauate caoital affect bus· +- Stringent conditions set by fi��;: �e?o".°a�ce 
obtaining loan a institutions 

F 
No collateral to oled!le before collecting I ck f di "nf . a oan La o �e t I ormation and cost of assessinl! fund 

before 

� 
6 

T�e business has
. 
other external sources of fund High rate of interest rate charged b ba ks/fi · l institutions Y n mancia 

� Inadequate financing does not affect the performance of 1 
SMEs 

sECTION C:-

SA A SD DA 

Research Question 2:- To what extent does inadequate social infrastructures constitute a major challenge in the performance of SMEs in Gombe local government? Table 2 
SN Variable SA A SD DA 

I Government has not done enough to create enabling 
environment 

2 Shorta11;e of water sunnlv 
� Inadeauate transoort svstem 
4 Lack of electricitv 
!i Imorooer solid waste mana2ement 
6 Sborta11;e of raw materials and other in outs 

Government has done everything possible to provide 7 
infrastructures for SMEs 

8ECnON D:-
ck f nagerial skills constitute a major challenge in the Relearc:h Question 3:- Does la o ma 

Pelfonnance of SMEs in Gorn be local government? 
TUle� 

Variable SN 
I 
2 

L3 
4 ...s 6 

.__ 

Ladt o( stratPOic olannin" <Business olan) 

Poor aooountinll �e�
rt that helo to IZJ"OW the business 

Unable to attract/hire 
-;:w.,.,;onnel to run the busin1'.55 l�uate com....tent . d >oeratin11. environment 

Problema o( oolicies. incenttveS �n �ve their knowledge/skills 
'l1lere is need for management to imp 

SA A SD DA 
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SECllONE:-
Research Question 4: Does multiple taxation constitute a major challenge in the 
performance of SMEs in Gombe local government? 
T ble a 4 
SN Variable SA A SD DA 

1 The rate of taxation is too hh1:h 
2 Payment of taxes to different tiers of government frustrate 

investment of SMS businesses 
� The svstem of collectine: the tax is not nro""r 
4 Government should exemot SMEs from oavin" tax 
<; SMEs view relevant tax authorities as a threat to their business 

List what would you like the government (Federal, State and Local) to do which will help to 
solve the problems of Small and Medium Enterprises in Nigeria? 

················· · · · · · · · · · · · · · · · · ·· ·················· · · · · · · · · · · · · ············· · ············ · · · · · · · · · · · · · · · · · · · · ·· · · · · · · · · · · · · · · · · ················ · · · ·· 

.................. ......... ......... ................. ........ ........ ................ . ............ ...... ....... .... ................................... . 
········· · ········ · · ································· ································ ···················· · · · · · · · · · · · · · · · · · · · · ············· ············· 

.......................... . ................................................................... ....................................................... .  

................................................. .... ................................................................................................. 

.................. ............................................................................................................................... . . . . .  
-.................................................................................................................................................... .. . 
................................................................. . .... ............................................. . .................................. 
-................................................. ....................................................................... . ..... . . . . . . .......... ..... . 
�·············· ···· ··· ··;;�·�·��·;iditi;;;;;i;�;�·;;;;�·��;;;;i;f��i�·�;·��·�;·ii)·············· ······ · · · · ·  

I thank you for your co-operation and for taking your time to respond to this Questionnaire. 

Your's faith[uUy, 
ISAH ABUBAKAR USMAN 
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