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Abstract 

The survey research design was adopted, and the study was specifically designed to evaluate the challenges of 

bank-credit among SMEs in Nigeria and make r

methods were used to generate data. Data generated were coded and analyzed through tables, frequencies, 

percentages and Z-Test statistical technique. Bank credit refers to loans, advances and di

to borrowers for productive ventures. Nigerian Banks are still very slow in lending to SMEs. They believe that 

SMEs are usually not properly organized and therefore consider lending to the sector highly risky. Where they 

must lend, they insist on stringent loan processes including the provision of adequate collateral. These stringent 

loan processes frequently cut off many SMEs from having access to bank credit, and to check insider fraud, 

banks have placed embargo on lending without c

access to bank credit in Nigeria. Ten recommendations were made based on the result of the study.

Keywords: bank credit, SMEs, NBCI, NACB, indigenization policy, NIDB, Collateral, MSMEs, SMECGS,

MfBs, Liquidity, NASME, LAD, Embargo, CBN.

 

1 Background:  

Bank-credit refers to loans, advances and discounts (LAD) of specified sums, terms and other conditions made 

available to individuals and entrepreneurs to start, grow or sustain any productive act

for the smooth running of any business, and often such funds must come in form of bank

SMEs can be traced to about 1957 when concerned political elites in parliament muted the necessity for the 

participation of Nigerians in some selected commercial and industrial enterpriseshitherto dominated by 

foreigners. Despite the agitations, not much was achieved probably because of lack of bank

entrepreneurs. In recognition of this, the Nigerian I

Another milestone in the evolution of SMEs in Nigeria was the indigenization Decree of 1972, as amended in 

1977. The substance of the 1977 Indigenization Policy was to secure full participation of 

commercial and industrial enterprises and in some cases exclusively reserve, some small business enterprises for 

Nigerians, and bar aliens from specific ventures unless Nigerians have a proprietary interest of about 

ensure that Nigerians have access to bank

government to complement the NIDB. Among them are the Nigerian Bank for Commerce and Industry (NBCI), 

1973, Nigerian Agricultural and Cooperative Bank (NACB)

granted for a period of one year or less and the borrower pays interest at the going interest rate. Each type of 

LAD has its own minimum requirements that must be met by an applicant. But banks were frequently k

be more interested in granting LAD to short

detriment of the development of entrepreneurship in Nigeria. To give financial leverage to SMEs, the NIDB, for 

example, was mandated to provide medium and long

significant contribution to economic development of the country. Also, the NBCI and the commercial banks were 

to create small-scale industrial departments with management capabilit

management advice to small scale enterprises. Due to the perceived inability of these banks to meet the credit 

needs of SMEs, Babangida announced granting of banking licenses to new banks that would specialize and 

devote their resources to assist small

introduced included the Peoples Bank of Nigeria (PBN) 1989 and Community Banks (CB), 1993 (Ejiofor, 1987, 

Okenwa,1999). 

 

1.1 Statement of the problem: 

Because of the perennial incidence of bank failure most banks in Nigeria now find it increasingly difficult 

to lend to SMEs. Such attitude has been reinforced due to the fact that many of the banks lack the 

d Sustainable Development                                     

1700 (Paper) ISSN 2222-2855 (Online) 

84 

f Bank Credit among Small and Medium Enterprises

(SMEs) in Nigeria 

JOHN N. N. UGOANI, Ph.D
1*

 ONWUBIKO N. DIKE
 2
 

epartment of Management Sciences, Rhema University, P.M.B. 7021 Aba, Abia

epartment of Management Sciences, Rhema University, P.M.B. 7021 Aba, Abia

e corresponding author: drjohnugoani@yahoo.com 

The survey research design was adopted, and the study was specifically designed to evaluate the challenges of 

credit among SMEs in Nigeria and make recommendations. Both the questionnaire and personal interview 

methods were used to generate data. Data generated were coded and analyzed through tables, frequencies, 

Test statistical technique. Bank credit refers to loans, advances and discounts (LAD) extended 

to borrowers for productive ventures. Nigerian Banks are still very slow in lending to SMEs. They believe that 

SMEs are usually not properly organized and therefore consider lending to the sector highly risky. Where they 

hey insist on stringent loan processes including the provision of adequate collateral. These stringent 

loan processes frequently cut off many SMEs from having access to bank credit, and to check insider fraud, 

banks have placed embargo on lending without collateral. The study found that SMEs do not  have significant 

access to bank credit in Nigeria. Ten recommendations were made based on the result of the study.

bank credit, SMEs, NBCI, NACB, indigenization policy, NIDB, Collateral, MSMEs, SMECGS,

MfBs, Liquidity, NASME, LAD, Embargo, CBN. 

credit refers to loans, advances and discounts (LAD) of specified sums, terms and other conditions made 

available to individuals and entrepreneurs to start, grow or sustain any productive activity. Funds are necessary 

for the smooth running of any business, and often such funds must come in form of bank-credit. The evolution of 

SMEs can be traced to about 1957 when concerned political elites in parliament muted the necessity for the 

ion of Nigerians in some selected commercial and industrial enterpriseshitherto dominated by 

foreigners. Despite the agitations, not much was achieved probably because of lack of bank

entrepreneurs. In recognition of this, the Nigerian Industrial Development Bank (NIDB) was established in 1964. 

Another milestone in the evolution of SMEs in Nigeria was the indigenization Decree of 1972, as amended in 

1977. The substance of the 1977 Indigenization Policy was to secure full participation of 

commercial and industrial enterprises and in some cases exclusively reserve, some small business enterprises for 

Nigerians, and bar aliens from specific ventures unless Nigerians have a proprietary interest of about 

Nigerians have access to bank-credit to promote SMEs, other specialized banks were established by 

government to complement the NIDB. Among them are the Nigerian Bank for Commerce and Industry (NBCI), 

1973, Nigerian Agricultural and Cooperative Bank (NACB), 1973. The traditional bank LAD is normally 

granted for a period of one year or less and the borrower pays interest at the going interest rate. Each type of 

LAD has its own minimum requirements that must be met by an applicant. But banks were frequently k

be more interested in granting LAD to short-term commercial ventures that gave them more profit, to the 

detriment of the development of entrepreneurship in Nigeria. To give financial leverage to SMEs, the NIDB, for 

medium and long-term finances to industrial enterprises ascertained to make 

significant contribution to economic development of the country. Also, the NBCI and the commercial banks were 

scale industrial departments with management capabilities to permit easy access to credit and 

management advice to small scale enterprises. Due to the perceived inability of these banks to meet the credit 

needs of SMEs, Babangida announced granting of banking licenses to new banks that would specialize and 

vote their resources to assist small-scale farmers and small scale industries. Among such specialized banks 

introduced included the Peoples Bank of Nigeria (PBN) 1989 and Community Banks (CB), 1993 (Ejiofor, 1987, 

Because of the perennial incidence of bank failure most banks in Nigeria now find it increasingly difficult 

to lend to SMEs. Such attitude has been reinforced due to the fact that many of the banks lack the 
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commercial and industrial enterprises and in some cases exclusively reserve, some small business enterprises for 

Nigerians, and bar aliens from specific ventures unless Nigerians have a proprietary interest of about 40%. To 

credit to promote SMEs, other specialized banks were established by 

government to complement the NIDB. Among them are the Nigerian Bank for Commerce and Industry (NBCI), 

, 1973. The traditional bank LAD is normally 

granted for a period of one year or less and the borrower pays interest at the going interest rate. Each type of 

LAD has its own minimum requirements that must be met by an applicant. But banks were frequently known to 

term commercial ventures that gave them more profit, to the 

detriment of the development of entrepreneurship in Nigeria. To give financial leverage to SMEs, the NIDB, for 

term finances to industrial enterprises ascertained to make 

significant contribution to economic development of the country. Also, the NBCI and the commercial banks were 

ies to permit easy access to credit and 

management advice to small scale enterprises. Due to the perceived inability of these banks to meet the credit 

needs of SMEs, Babangida announced granting of banking licenses to new banks that would specialize and 

scale farmers and small scale industries. Among such specialized banks 

introduced included the Peoples Bank of Nigeria (PBN) 1989 and Community Banks (CB), 1993 (Ejiofor, 1987, 

Because of the perennial incidence of bank failure most banks in Nigeria now find it increasingly difficult 

to lend to SMEs. Such attitude has been reinforced due to the fact that many of the banks lack the 
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requisite capital base to accommodate such len

AfriBank, Spring Bank, and Bank PHB were nationalized in 2011 because their respective capital base 

were eroded due to reckless lending and insider abuses. This made the more prudent banks to resort to

stringent loan processes including placing embargo on lending to certain sectors like SMEs. Some of 

them decided that for any loan to be approved it must go through processes as provided in their Credit 

Approval Manual (CAM), to reduce loan losses. Any cu

request and provide all documents. The problem is that most SMEs through no fault of their own are un 

able to meet banks stringent lending conditions. To invert the situation, Aganga (2012) explained that the 

Federal Government of Nigeria (FGN) is executing marching programmes for small and medium 

enterprises in collaboration with the states to remove the bottlenecks associated with securing collateral 

and make it easier for SMEs to have access to loans to star

1.2 Delimitation of the Study: 

This study designed to assess the challenges of bank

because of the high concentration of such businesses in the area. Aba has the highest number

small and growing business enterprises (SGBEs) in South

engaged in various SMEs. 

1.3 Hypotheses: 

To guide the study these hypotheses were formulated and tested at 0.05 level of signific

HO: SMEs have no significant access to bank

H1: SMEs have significant access to bank

 

2 Literature Review: 

The concept of SMEs is relative and dynamic. Its definitions vary from time to time and from one count

another. In the Central Bank of Nigeria (CBN), (1994) Circular Small Scale Enterprises were classified as those 

businesses with annual turnover of less than half a million naira. According to Asaze (1986) a small business is 

one which is owned, managed, controlled by one or two persons, is family influenced in decision

undifferentiated organizational structure, has a relatively small share of 

(50) people. The National Council for Industry 

working capital but excluding cost of land above N1 million but not exceeding N40 million, with a labour size of 

between 11 and 25 workers. Medium Scale Enterprises are defined as those with total costs

but excluding cost of land above N40 million but not exceeding N150 million, with a labour size of between 36 

and 100 workers. SME is a global phenomenon. For example, Holland defines small scale industry as industry in 

which the manager personally performs all the functions of management without taking actual part in the 

production process. In order countries such as Napel the preamble to the Development Banks Act includes the 

fact that “Development Banks are connected with the develop

financial resources and technology needed for the establishment, development, expansion and increase in the 

capacity and productivity of agricultural, industrial, services, trade, and productive enterpris

dynamism to the development of the nation’s industrial, trade and agricultural sectors and mobilize available 

skills, labour and capital for the development of rural and urban areas". Despite noticeable efforts by the 

governments in Nigeria, including collaborating with International Organizations such as the United Nations 

Development Programme(UNDP), the United Nations Industrial Development Organization (UNIDO), SMEs in 

Nigeria still have the challenges of bank

Bank (MfB) Project in 2004. One of the major objectives of establishing these financial institutions and or 

collaborating with others is to make financial services accessible to a large segment of the potenti

Nigerian population which otherwise would have little or no access to financial products for productive activities 

from the traditional or conventional Banks. SMEs as the engine for development are expected to create 

employment, help in skills acquisition build capacity and ultimately contribute to the growth of the Gross 

Domestic Product of Nigeria. For the SMEs to do 

Bank-credit, even though there is evidence that the designated banks

expected due to inadequate financial resources available to them. When banks lack the requisite financial 

capacity it would be very difficult if not impossible for them to play their expected roles maximally. A

to Saloko (2012) many Nigerian banks are considering raising new funds to boost their lending capacity, through 

debt and quasi-equity instruments given the slowdown in the equity market (UNIDO, 1969, Nweze, 2011, 

Aganga, 2012, Anele, 2012, Chiejin
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requisite capital base to accommodate such lending. For example, three technically distressed banks: 

AfriBank, Spring Bank, and Bank PHB were nationalized in 2011 because their respective capital base 

were eroded due to reckless lending and insider abuses. This made the more prudent banks to resort to

stringent loan processes including placing embargo on lending to certain sectors like SMEs. Some of 

them decided that for any loan to be approved it must go through processes as provided in their Credit 

Approval Manual (CAM), to reduce loan losses. Any customer that wants to borrow must make a formal 

request and provide all documents. The problem is that most SMEs through no fault of their own are un 

able to meet banks stringent lending conditions. To invert the situation, Aganga (2012) explained that the 

Federal Government of Nigeria (FGN) is executing marching programmes for small and medium 

enterprises in collaboration with the states to remove the bottlenecks associated with securing collateral 

and make it easier for SMEs to have access to loans to start or expand their businesses.

This study designed to assess the challenges of bank-credit among SMEs in Nigeria was delimited to Aba 

because of the high concentration of such businesses in the area. Aba has the highest number

small and growing business enterprises (SGBEs) in South-East Nigeria. All the 300 respondents were actively 

To guide the study these hypotheses were formulated and tested at 0.05 level of significance. 

SMEs have no significant access to bank-credit in Nigeria.  

SMEs have significant access to bank-credit in Nigeria.  

The concept of SMEs is relative and dynamic. Its definitions vary from time to time and from one count

another. In the Central Bank of Nigeria (CBN), (1994) Circular Small Scale Enterprises were classified as those 

businesses with annual turnover of less than half a million naira. According to Asaze (1986) a small business is 

ed, controlled by one or two persons, is family influenced in decision

undifferentiated organizational structure, has a relatively small share of the market and employs less than fifty 

Council for Industry (NCI), (1996) defined SMEs as those, with total costs including 

excluding cost of land above N1 million but not exceeding N40 million, with a labour size of 

between 11 and 25 workers. Medium Scale Enterprises are defined as those with total costs

but excluding cost of land above N40 million but not exceeding N150 million, with a labour size of between 36 

and 100 workers. SME is a global phenomenon. For example, Holland defines small scale industry as industry in 

er personally performs all the functions of management without taking actual part in the 

production process. In order countries such as Napel the preamble to the Development Banks Act includes the 

fact that “Development Banks are connected with the development of specific sectors in order to make available 

financial resources and technology needed for the establishment, development, expansion and increase in the 

capacity and productivity of agricultural, industrial, services, trade, and productive enterpris

dynamism to the development of the nation’s industrial, trade and agricultural sectors and mobilize available 

skills, labour and capital for the development of rural and urban areas". Despite noticeable efforts by the 

ria, including collaborating with International Organizations such as the United Nations 

(UNDP), the United Nations Industrial Development Organization (UNIDO), SMEs in 

Nigeria still have the challenges of bank-credit. This daunting scenario led to the launching of the Microfinance 

Bank (MfB) Project in 2004. One of the major objectives of establishing these financial institutions and or 

collaborating with others is to make financial services accessible to a large segment of the potenti

Nigerian population which otherwise would have little or no access to financial products for productive activities 

from the traditional or conventional Banks. SMEs as the engine for development are expected to create 

lls acquisition build capacity and ultimately contribute to the growth of the Gross 

Domestic Product of Nigeria. For the SMEs to do this effectively, they require easy and early access to 

credit, even though there is evidence that the designated banks have failed to play their financing roles as 

expected due to inadequate financial resources available to them. When banks lack the requisite financial 

capacity it would be very difficult if not impossible for them to play their expected roles maximally. A

to Saloko (2012) many Nigerian banks are considering raising new funds to boost their lending capacity, through 

equity instruments given the slowdown in the equity market (UNIDO, 1969, Nweze, 2011, 

Aganga, 2012, Anele, 2012, Chiejina&Adeyoye, 2012, Okonja-lweala, 2012, Adebusuyi, 2000, Naya, 1990, 
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ding. For example, three technically distressed banks: 
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t or expand their businesses. 
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because of the high concentration of such businesses in the area. Aba has the highest number of SMEs and other 

East Nigeria. All the 300 respondents were actively 

ance.  

The concept of SMEs is relative and dynamic. Its definitions vary from time to time and from one country to 

another. In the Central Bank of Nigeria (CBN), (1994) Circular Small Scale Enterprises were classified as those 

businesses with annual turnover of less than half a million naira. According to Asaze (1986) a small business is 

ed, controlled by one or two persons, is family influenced in decision-making has an 

the market and employs less than fifty 

96) defined SMEs as those, with total costs including 

excluding cost of land above N1 million but not exceeding N40 million, with a labour size of 

between 11 and 25 workers. Medium Scale Enterprises are defined as those with total costs, including capital, 

but excluding cost of land above N40 million but not exceeding N150 million, with a labour size of between 36 

and 100 workers. SME is a global phenomenon. For example, Holland defines small scale industry as industry in 

er personally performs all the functions of management without taking actual part in the 

production process. In order countries such as Napel the preamble to the Development Banks Act includes the 

ment of specific sectors in order to make available 

financial resources and technology needed for the establishment, development, expansion and increase in the 

capacity and productivity of agricultural, industrial, services, trade, and productive enterprises and thus impact 

dynamism to the development of the nation’s industrial, trade and agricultural sectors and mobilize available 

skills, labour and capital for the development of rural and urban areas". Despite noticeable efforts by the 

ria, including collaborating with International Organizations such as the United Nations 

(UNDP), the United Nations Industrial Development Organization (UNIDO), SMEs in 

enario led to the launching of the Microfinance 

Bank (MfB) Project in 2004. One of the major objectives of establishing these financial institutions and or 

collaborating with others is to make financial services accessible to a large segment of the potentially productive 

Nigerian population which otherwise would have little or no access to financial products for productive activities 

from the traditional or conventional Banks. SMEs as the engine for development are expected to create 

lls acquisition build capacity and ultimately contribute to the growth of the Gross 

effectively, they require easy and early access to 

have failed to play their financing roles as 

expected due to inadequate financial resources available to them. When banks lack the requisite financial 

capacity it would be very difficult if not impossible for them to play their expected roles maximally. According 

to Saloko (2012) many Nigerian banks are considering raising new funds to boost their lending capacity, through 

equity instruments given the slowdown in the equity market (UNIDO, 1969, Nweze, 2011, 

Adebusuyi, 2000, Naya, 1990, 
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Adamu, 2005, Ugoani, 1998, 1999, 2010).

bank-credit is collateral. Banks usually require one form of collateral or the other befor

order to facilitate SMEs access to credit the CBN launched the Agricultural 

1977. Guarantees are designed to remedy 

default have an unequal probability of obtaining 

objective in the programme was to alleviate the problems faced by SMEs in accessing 

is meant to cover SMEs in agro and agro

virgin areas with large populations. Credit guarantees are conceptually designed to attract or entice reluctant 

lenders to advance funds to the collaterally disadvantaged sector like the SMEs, so as to achieve growth 

contribute" to nation building, economic diversification and development. Guarantees also aim to improve the 

terms of bank-credits. (Mohammed, 2007, Jerome, 1999 Essein

and Jat, 1999, Olayiwole&Busari, 2001, Pi

programmes and policies, independent associations such as the Nigerian Association of Small and Medium 

Enterprises (NASMSE) have been formed to help SMEs in their quest for bank

 

3 Methodology:  

This study adopted survey research design. Both questionnaire and personal interview methods were used for 

data generation. The questionnaire embraced the use of five point Likert Scale format, viz, strongly agree (5 

points) agree (4 points) neutral (3 points) disagree (2 points)  and strongly disagree (1 point).  The Yamane 

(1967) formula, n =  N 

    1 + N(e)
2
 where n =  sample size, N =  Actual population, e = level of significance and I 

was used to derive the sample size of 300 from the strongly population of 1200 entrepreneurs in Aba (Eboh, 

2009).   Using systematic Linear Random Sampling Technique, the 300 respondents were selected. The 

questionnaire and interview questions were validated using the opini

industry. A pilot study involving 60 entrepreneurs 

research instrument using Grenache’s Alpha technique. The reliability coefficient was 0.947, indicat

degree of internal consistency of the research instrument. The data generated were filtered, organized and coded 

before they were classified. To analyze the data, tables, percentages and frequencies were used. Z 

statistical technique was applied in testing the research hypotheses. The conclusion and recommendations were 

made based on the findings of the study.

 

4 Presentation of results 

Table 1: Sex of respondents 

S/N Respondents Responses

1 Male 200 

2 Female 100 

3 Total 300 

Source: Field Work, 2012 

The study used 200 male and 100 female respondents as shown in table 1.

 

Table 2: Collateral 

S/N Respondents Available

1 62 62 

2 238  

3 300 62 

Source: Field Work, 2012 

Table 2 showed that 238 or about 79.33% of the respondents had no collateral for bank
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2005, Ugoani, 1998, 1999, 2010).Among the challenges that has prevented SMEs from obtaining 

credit is collateral. Banks usually require one form of collateral or the other befor

order to facilitate SMEs access to credit the CBN launched the Agricultural Credit Guarantee Scheme (ACGS) in 

1977. Guarantees are designed to remedy situations in which borrowers with an equal probability of 

probability of obtaining credit due to insufficient collateral. The CBN’s major 

objective in the programme was to alleviate the problems faced by SMEs in accessing bank

is meant to cover SMEs in agro and agro-allied businesses which are known to be mostly based in remote and 

virgin areas with large populations. Credit guarantees are conceptually designed to attract or entice reluctant 

lenders to advance funds to the collaterally disadvantaged sector like the SMEs, so as to achieve growth 

contribute" to nation building, economic diversification and development. Guarantees also aim to improve the 

credits. (Mohammed, 2007, Jerome, 1999 Essein&Akpan, 2007, Abumere, et al, 2002, Andrew 

and Jat, 1999, Olayiwole&Busari, 2001, Pinto, et al, 1993, Webstar, 1999). In addition to the various 

programmes and policies, independent associations such as the Nigerian Association of Small and Medium 

Enterprises (NASMSE) have been formed to help SMEs in their quest for bank-credit. (Onasanya

This study adopted survey research design. Both questionnaire and personal interview methods were used for 

data generation. The questionnaire embraced the use of five point Likert Scale format, viz, strongly agree (5 

points) agree (4 points) neutral (3 points) disagree (2 points)  and strongly disagree (1 point).  The Yamane 

where n =  sample size, N =  Actual population, e = level of significance and I 

the sample size of 300 from the strongly population of 1200 entrepreneurs in Aba (Eboh, 

2009).   Using systematic Linear Random Sampling Technique, the 300 respondents were selected. The 

questionnaire and interview questions were validated using the opinions of the professionals in academics and 

industry. A pilot study involving 60 entrepreneurs -respondents was conducted to determine the reliability of the 

research instrument using Grenache’s Alpha technique. The reliability coefficient was 0.947, indicat

degree of internal consistency of the research instrument. The data generated were filtered, organized and coded 

before they were classified. To analyze the data, tables, percentages and frequencies were used. Z 

plied in testing the research hypotheses. The conclusion and recommendations were 

made based on the findings of the study. 

Responses Percentages 

66.67 

33.33 

100% 

The study used 200 male and 100 female respondents as shown in table 1. 

Available Not available Percentages 

 20.67 

238 79.33 

238 100% 

Table 2 showed that 238 or about 79.33% of the respondents had no collateral for bank-credit.
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Among the challenges that has prevented SMEs from obtaining 

credit is collateral. Banks usually require one form of collateral or the other before giving out loans. In 

Credit Guarantee Scheme (ACGS) in 

borrowers with an equal probability of 

credit due to insufficient collateral. The CBN’s major 

bank-credit. The scheme 

known to be mostly based in remote and 

virgin areas with large populations. Credit guarantees are conceptually designed to attract or entice reluctant 

lenders to advance funds to the collaterally disadvantaged sector like the SMEs, so as to achieve growth and 

contribute" to nation building, economic diversification and development. Guarantees also aim to improve the 

Akpan, 2007, Abumere, et al, 2002, Andrew 

nto, et al, 1993, Webstar, 1999). In addition to the various 

programmes and policies, independent associations such as the Nigerian Association of Small and Medium 

credit. (Onasanya, 2012). 

This study adopted survey research design. Both questionnaire and personal interview methods were used for 

data generation. The questionnaire embraced the use of five point Likert Scale format, viz, strongly agree (5 

points) agree (4 points) neutral (3 points) disagree (2 points)  and strongly disagree (1 point).  The Yamane 

where n =  sample size, N =  Actual population, e = level of significance and I – constant 

the sample size of 300 from the strongly population of 1200 entrepreneurs in Aba (Eboh, 

2009).   Using systematic Linear Random Sampling Technique, the 300 respondents were selected. The 

ons of the professionals in academics and 

respondents was conducted to determine the reliability of the 

research instrument using Grenache’s Alpha technique. The reliability coefficient was 0.947, indicating high 

degree of internal consistency of the research instrument. The data generated were filtered, organized and coded 

before they were classified. To analyze the data, tables, percentages and frequencies were used. Z – Test 

plied in testing the research hypotheses. The conclusion and recommendations were 

credit. 
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Table 3: Financial Reports 

S/N Respondents Available

1 101 101 

2 199  

3 300 101 

Source: Field Work, 2012 

Table 3 revealed that 199 or 66.33% of the respondents did not keep financial reports that could facilitate 

bank-credit. In realization of this weakness, the National Universities Commission has made bookkeeping a 

compulsory course for the B.Sc. entrepreneurship degree programme.

 

Table 4: Membership of NASME 

S/N Respondents Available

1 127 127 

2 173  

3 300 127 

Source: Field Work, 2012 

In table 4 it was noted that only 127 or about 42.33% of 

NASME is an umbrella that caters for the interest of SMEs.

 

Table 5: Analysis of Responses 
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Male 25 84 

Female 65 219 

Total 90 303 

Averag

e 

45 151.5 

Source: Field Work, 2012 

 

Table 5 showed that at out of 300 respondents 90, representing about 30 percent agreed that SMEs have access t

bank credit while 210 or about 70 percent are differed in this opinion.
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Available Not available Percentages 

 33.67 

199 66.33 

199 100% 

Table 3 revealed that 199 or 66.33% of the respondents did not keep financial reports that could facilitate 

credit. In realization of this weakness, the National Universities Commission has made bookkeeping a 

entrepreneurship degree programme. 

 

Available Not available Percentages 

 42.33 

173 57.67 

173 100% 

In table 4 it was noted that only 127 or about 42.33% of the total respondents were registered with NASME. 

NASME is an umbrella that caters for the interest of SMEs. 
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bank credit while 210 or about 70 percent are differed in this opinion. 
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Table 6: Results of Analysis of Responses
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From table 6, the calculated Z – value (+0.76) was found in the region between 

values of Z) at 4 degrees of freedom and 0.05 level of significance. The null  hypothesis, Ho was not 

rejected.  . The P-value provided additional insight into the decision. The probability of finding a Z

extreme as +0.76 was 0.5000 – 0.2764 = 0.2236. The

the significance level of 0.05 (ie P > 0.05). The null hypothesis therefore was true and could not be rejected, 

confirming that SMEs do not have significant access to bank credit in Nigeria. With th

found that SMEs in Nigeria do not have significant access to bank

notion in many quarters that SMEs are starved of bank

special banks and schemes in the past. In fact it is widely believed that banks are killing businesses in Nigeria. 

For example, Nweze, (2011) quoted Central Bank of Nigeria statistics to show that while aggregate credit to the 

public sector grew by 67.83 percent

percent in the same period. In order to address the ugly situation, the Federal Government of Nigeria, through the 

CBN, is concluding arrangements for the launching of Micro, Small and 

development fund scheme as well as a N200 billion Small and Medium Enterprises Credit Guarantee Scheme 

(SMCGS). According to Nweze (2012) the MSME development fund will provide liquidity support for the 

Microfinance Banks (MfBs) to reduce the twine problems of liquidity among the MfBs. This is in realization of 

the fact that one reason for the mass liquidation of 103 MfBs in 2010 was lack of liquidity which did not give 

them the capacity to perform their lending roles effectively.

it also supports the opinion of Gills-

but only know how to keep and charge high transaction costs, this is discouraging. Ni

17.3m SMEs and if they are supported with bank

reduce youthunemployment that is as highas 67 million in Nigeria.(Osehobo, 2012). The analysis in table 4 

showed that only 127 or about 42.33% of the total respondents patronize the National Association of Small  and 

Medium Enterprises of Nigeria. As much as 173 respondents or about 57.67% were yet to register with them. 

Not being a member of such a high profile pressure g

any small and medium scale enterprise. Such business groups were established on the understanding that the 

development of small and medium scale enterprises is a necessary requirement for the econ

of the nation. 

 

4.1 Scope for further Research 

Further research should focus on the need for capital adequacy for banks to see if it will ameliorate credit 

challenges among SMEs in Nigeria. 

 

4.2 Recommendations: 

Based on the findings of this research, which was conducted in Aba, Abia State, Nigeria, the following 

recommendations were made. 

1. Banks should be made to yield to Federal Government’s directives of extending the required credit to small 

and medium scale enterprises in Nigeria. Th
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value (+0.76) was found in the region between -1.96 and +1.96 (ie critical 

f Z) at 4 degrees of freedom and 0.05 level of significance. The null  hypothesis, Ho was not 

value provided additional insight into the decision. The probability of finding a Z

0.2764 = 0.2236. The two tailed P-value, 2(0.2236) = 0.4472, was greater than 

the significance level of 0.05 (ie P > 0.05). The null hypothesis therefore was true and could not be rejected, 

confirming that SMEs do not have significant access to bank credit in Nigeria. With this empirical result it was 

found that SMEs in Nigeria do not have significant access to bank-credit. This empirical result supports the 

notion in many quarters that SMEs are starved of bank-credit in Nigeria. This is despite the launching of several 

l banks and schemes in the past. In fact it is widely believed that banks are killing businesses in Nigeria. 

For example, Nweze, (2011) quoted Central Bank of Nigeria statistics to show that while aggregate credit to the 

public sector grew by 67.83 percent in 2010, credit to the private sector including SMEs, dropped by 4.92 

percent in the same period. In order to address the ugly situation, the Federal Government of Nigeria, through the 

CBN, is concluding arrangements for the launching of Micro, Small and Medium Enterprises (MSMEs) 

development fund scheme as well as a N200 billion Small and Medium Enterprises Credit Guarantee Scheme 

(SMCGS). According to Nweze (2012) the MSME development fund will provide liquidity support for the 

to reduce the twine problems of liquidity among the MfBs. This is in realization of 

the fact that one reason for the mass liquidation of 103 MfBs in 2010 was lack of liquidity which did not give 

them the capacity to perform their lending roles effectively. The result of this study is not an exaggeration since 

-Harry (2012) that Nigerian banks are still very slow in supporting businesses 

but only know how to keep and charge high transaction costs, this is discouraging. Nigeria at present has about 

17.3m SMEs and if they are supported with bank-credit they could be creating about 8million jobs each year to 

reduce youthunemployment that is as highas 67 million in Nigeria.(Osehobo, 2012). The analysis in table 4 

nly 127 or about 42.33% of the total respondents patronize the National Association of Small  and 

Medium Enterprises of Nigeria. As much as 173 respondents or about 57.67% were yet to register with them. 

Not being a member of such a high profile pressure group could be detrimental to the growth and productivity of 

any small and medium scale enterprise. Such business groups were established on the understanding that the 

development of small and medium scale enterprises is a necessary requirement for the econ

Further research should focus on the need for capital adequacy for banks to see if it will ameliorate credit 

 

this research, which was conducted in Aba, Abia State, Nigeria, the following 

Banks should be made to yield to Federal Government’s directives of extending the required credit to small 

and medium scale enterprises in Nigeria. This will help in economic development of the country.
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in 2010, credit to the private sector including SMEs, dropped by 4.92 

percent in the same period. In order to address the ugly situation, the Federal Government of Nigeria, through the 

Medium Enterprises (MSMEs) 

development fund scheme as well as a N200 billion Small and Medium Enterprises Credit Guarantee Scheme 

(SMCGS). According to Nweze (2012) the MSME development fund will provide liquidity support for the 

to reduce the twine problems of liquidity among the MfBs. This is in realization of 

the fact that one reason for the mass liquidation of 103 MfBs in 2010 was lack of liquidity which did not give 

The result of this study is not an exaggeration since 

Harry (2012) that Nigerian banks are still very slow in supporting businesses 

geria at present has about 

credit they could be creating about 8million jobs each year to 

reduce youthunemployment that is as highas 67 million in Nigeria.(Osehobo, 2012). The analysis in table 4 

nly 127 or about 42.33% of the total respondents patronize the National Association of Small  and 

Medium Enterprises of Nigeria. As much as 173 respondents or about 57.67% were yet to register with them. 

roup could be detrimental to the growth and productivity of 

any small and medium scale enterprise. Such business groups were established on the understanding that the 

development of small and medium scale enterprises is a necessary requirement for the economic transformation 

Further research should focus on the need for capital adequacy for banks to see if it will ameliorate credit 

this research, which was conducted in Aba, Abia State, Nigeria, the following 

Banks should be made to yield to Federal Government’s directives of extending the required credit to small 

is will help in economic development of the country. 
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2. Small and Medium Enterprises should not rely too much on personal finance as that would not give room 

for expansion of the enterprises. They should exhaust the chances of Bank

reports. 

3. Small and Medium Scale Enterprises promoters should avoid the fusion of ownership with management to 

avoid the collapse of the business in their personal absence; or even death, this will help in reducing 

unemployment. 

4. The influence of family members should be reduced in small and medium enterprises to ensure the benefit 

of expertise and sound management.

5. The use of inexperienced personnel is dangerous because not only that they are not competent, they may 

not appreciate the need for the growth of the enterprises beyond the micro level.

6. The CBN should raise the penalty on banks for failing to lend the required quota of their total loans, 

advances, and discounts (LAD) to small and medium enterprises. This will help in enforcing compliance.

7. Small and Medium Enterprises should ensure to have the legal title over their landed properties which they 

can use to cover bankcredit as collateral.

8. Banks should make credit terms for SMEs as simple as possible to help them in their quest for facilities, 

bearing in mind the educational background of an average small business holder in Nigeria.

9. Small and Medium Scale Enterprises should patronize business groups available to them. This will enable 

them get proper information and assistance towards securing bank

10. Because of the central importance of small and medium scale enterprises to the transformation of the 

economy, the Government should make it mandatory for all of them to join the relevant business groups. To 

achieve this, mode of entry should be re

 

5 Conclusion 

It is hoped that the problems of small and medium scale enterprises can be minimized if the recommendations of 

this research are implemented. Small and medium Scale Enterprises shou

enable them enjoy bank-credit facilities. Nigeria needs the growth of these enterprises for its rapid economic 

transformation. A major role of banks in any economy is sound financial intermediation. Not granting the 

stipulated quota of credit to the small and medium scale enterprises should be viewed by government as an act of 

economic sabotage which should attract appropriate sanctions. The one

mentality in small and medium scale e

medium scale enterprises should employ competent managers and minimize the use of unskilled manpower. 

They should keep proper accounting records that would help them to be assessed by any ex

Membership of business groups is necessary because they stand to benefit a great deal in terms of sources of 

cheap funds, advice and collaboration with the macro environment. This study found that SMEs do not have 

significant access to bank-credit in Nigeria.
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