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Abstract

The world’'s acclaimed potentialities of Small Scateustries (SSIs) in developing the economy hagenbthe
experience of many countries of different economild®e study assesses the enterprise promotionypmiagrams
influencing the development of small scale indestriSpecifically, the study aims at identifying fregrams for
promoting small scale industries, appraising thenmieeting the objectives, and examining the effeftthese
programs on business growth. The study was condiusteagos state where industries and commercidlites

are highly concentrated. The dependent variabkeldpment of small scale industries were measucedrding to
manpower size, business structure, and technolod@&eelopment; while the independent variablesgmms on
enterprise promotion policy were operationalized aneasured by statements using Likert scale methbd.
descriptive and inferential analyses of the datéecied through questionnaire revealed that ent@psromotion
programs were focused on fostering small scalesimighis in terms of technical, extension, trainiteghnology
adaptation and commercialization, and informatiervises. The level of awareness of these varioograms was
low and this had hindered their opportunity to hwdithe services, thus affecting the enterprisggiwth and
development.
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Introduction

The industrial sector has occupied a prominenttiposin Nigeria’s economic development programs paolicies
since the country attained independence in 1966.cbuntry’s industrial policies have become theadlyit tools
for stimulating and regulating the industrial deyghent process. It details the objectives and egjias for
optimally attaining the goals of manufacturing takinto consideration the resource endowment otthatry in
terms of labor, land, capital, and entrepreneursimgl980, the Federal Ministry of Industry artiatdd the first
industrial policy of Nigeria which was updated i88P and had impacted positively on industrial depsient.
From thereon, several policy changes had takere@aising from the global and domestic economiagkea. In
order to articulate the policy changes and adetuatiress the problems of the manufacturing seeiibr a view
to repositioning it to meet the challenges of th® @&ntury, there was a review of the policies ofalitaccording to
the Minister of Industry is of great importance amas been accorded high priority by the governnaewt the
citizenry.

In line with the provision of the industrial policthe Small Scale Enterprises (SSEs) sub-sectobéwxs identified
for promotion to achieve the goals of self-religngeverty alleviation, food security, employmenngeation and
rapid industrialization. In most developing couesti small industries have assumed a critical role
industrialization and economic development. On antof the low capital requirements of small entisgs, setting
up small manufacturing enterprises is a meansiofutdting local industry and initiatives, providimgroductive

employment, utilizing indigenous resources, molritizdomestic capital and ultimately increasing national

product and income. In other words, encouragingetitablishment and growth of the Small Scale Intkss{SSIs)

has been given a paramount importance as one dfetsteapproaches to stimulate economic growth|#zats to

employment generation and economic developmentllSoae industries serve as sources of varioustinfor the

multinationals and sometimes compliment their ¢$fam the creation, distribution and satisfactidrihe needs and
wants of the society. They have been identifiedhasengine of growth, driver of the developmentcpss and a
force in improving the living standards of the pleop

A number of claims have been made in favor of th@cseconomic contributions of small scale indestriThey
served as catalyst for the speedy recovery of thieetd States economy in the early 1980s by gemgratiousands



of new jobs for the cyclically unemployed (Faba¥889). This had been also the experience of Japaschimeier,
1971, India (Nafzinger, 1971), Pakistan (Papan®ik1), Taiwan, South Korea, Republic of China amgj@pore
(Fabayo, 1989). Similar experience was revealetaitn America. In Brazil, Chile, Peru, and Argemtjrsmall
firms accounted for more than a half of the indabtvorkforce (World Bank, 1978). In Sierra Leorsgall firms
accounted for 95% of employment in industrial se¢f@huta and Leidholm, 1976), and nearly 92% of tihtal
industrial workforce in Kenya was estimated to bagrated by small firms (Ige, 1987).

Resear ch Problem

The eventual collapsed in the world oil prices ©@8Qs that adversely affected the revenue generdit@m
petroleum products in the country, necessitateddtienking of industrial policy. As a result ofetfThird National
Development Plan (1975-1980), the government hatenined the importance of small scale industrieghe
national economy. And in the Forth National Devehgmt Plan (1981-185), the government emphasizedéebd
for self-reliance through internally regeneratedf-sestaining growth based on indigenous natural aonman
resources.

In appreciation in the real need for developing §3Be government had instituted skills development
through the establishment of entrepreneurship progrin various agencies and institutions. And teeghment
having seen the potentials of this sector (indes})ritowards the national economic development tedup
programs and established agencies primarily toumage the people with little capital to start besim with a view
of improving their standard of living. In the preseof developing small scale industries, there wengous
programs supporting the attainment of the main,ge@irepreneurial growth and development. Thisuidet the
national Economic Reconstruction Fund (NERFUND),clvhwas empowered to grant a long term financing to
small and medium scale industries. Furthermoregnaras were embarked upon on small scale promotjotind
government and provision of assistance particulatpport for marketing, finance and training, amesal
distributive system (Oguntoye, 1987).

However, despite government support towards theeldpment of SSEs, many scholars had observed ltleat t
income and growth of SSEs were low. Several stualss revealed various problems causing the nédgigjrowth

of the industry. These problems were financiakasfructure, marketing, shortage of raw materei$repreneurial
and managerial abilities, among others. It was alsserved that education, government regulatiorts been
causing its slow growth. It was against this baokgd that prompted this study to assess the efigcthe
enterprise promotion policy and its programs on tlevelopment of small scale industries with the aom
identifying these programs and the effects on tlwvth of the enterprises in terms of structure, poaver, and
technological development.

Framework for Analysis

Small scale industries have played a major rol¢her economic development of most nations, partituldne
developed nations. Graham (1999) in his study esipéd that a large part of many economies of thedwo
comprise small scale industries. They constitutéougelf to two thirds of business all over the lddiFuteje, 2001).
The importance of small scale industries in anthefdeveloping economy can not be over looked hatli$ while
government intervene to develop the sector of tomemy. For SSis serve as good sources of vanmugs for the
multinationals and sometimes complement their &ffor the creation, distribution and satisfactiérthe needs and
wants of the society. Robinson (2004) was of thaiop that despite all the development programsd, @alicies to
promote the activities of small scale industrieshi@ country, these industries still faced with ewous problems
which include unstable macro-economic environmiat is the costly operating environment due tdhiglation
and import dependency, policy inconsistency, wisctine double edge policies that make planningdatilf, lack of
infrastructure, lack of managerial facilities andegprise support services, and lack of short ang term capital.

Universally, finance has been regarded as the mgmdient of any business growth and survival sinortage of
funds has been the perennial problem of small sodigstries. Others include unfavorable governnegtlation
and policies such as low demand and patronage bgrgment for small scale industries services awtt laf
necessary fiscal incentives. According to Ojo ()984e sources of investment finance for smallesdadustries in
Nigeria empirically showed that almost all the farmbme from the personal savings (96%) with abopértent
from the informal sector, and this was predicatgedNiser (1983) showing that about 73 percent ofréspondents
obtained their funds from personal savings, whihidy cabout 27 percent obtained their funds from finenal
financial institutions. Ojo (1989) found that tharrhal source of funds to small scale industriesctviimclude banks,
financial institutions, government loan agencied an-operative credit societies are of less impmeathan the



informal source of which includes owner savingsretiained earnings, friends and relations, clubsisdsand
money lenders, which constitute a major sourceafenthat 60 percent of total sources of funds.

Moreover, Mambula (2004) asserted that SSlIs dewstop depends mostly on government industrial pesieind
programs. He further stated that unfavorable gawemt policies, paucity of relevant raw materiald handered the
development of SSI. Manbula suggested that condugiisiness environment, adequate infrastructuverdhle
industrial policy and programs are important to iaye investment climate for SSI development andvwfioThese
comments were articulated in the policy changesaatadjuately addressed the problems of the mantifagtuith a
view to repositioning it for the challenges of &' Century.

Consequently, the 2003 update of the IndustriaicPalocument has therefore addressed very critisales of
competitiveness, policy, finance, technology adeament, incentive industries, research and develograenong
others. The key elements of the objectives are:

* To place Nigeria among the ranks of industriallyeleped countries

e To encourage the private sector to play a pivatal in the industrial development country

* Toincrease industrial output and linkages for litmestic and export market

e Toincrease value addition by creating a few nidfeompetitive advantages

« To increase capacities for entrepreneurship arfthieal skills in order to create direct and indirec
employment opportunities

« Toincrease competitiveness of made-in-Nigeria pctsl

* To facilitate inflow of foreign capital and techogies

* To encourage geographical dispersal of industries

In order to achieve these lined objectives, IndalsBevelopment Centres (IDCS) were created andesgonsible
for the provision of managerial support servicesniiwro, small, and medium enterprises in their eetipe
jurisdiction. In order for the IDCs to discharge #ctivities, they have been provided with trainimgrkshops on
various trade wood, metal work, electrical andHeatwork, automobile and ceramics. Services offénedDCs

include:
1.

Technical — Managerial Consultancy Services:

¢ Guidance and counseling on investments opportgribigrospective promoters

* Preparation of pre-investment proposals and fdagibtudies

« Management consultancy services on production n@megt Book-accounting and cost analysis,
marketing and sales promotion, personal managetnelstrial relations etc.

Extension Services:

¢ Project implementation including installation amnissioning of plants

¢ Repair and maintenance of plants and equipment

« Project monitoring and extension services involvimgplant problem and on-the-spot techno-
managerial assistance.

Training Services:

e Entrepreneurship and management training workshops

e Skill acquisition/upgrading and transfer of tectogyl training on new processes, systems, industrial
proto-type etc. for sustainable livelihood prodartand quality assurance

Technology Adaptation and Commercialization:

« Adaptation of appropriate technologies and procekseextension and commercialization by SMEs
¢ Sourcing of new applications for utilization of &ly available raw m SMEs

« Innovation and proto-type development for machammponents are products

Information Services:
e Data collection, documentation and disseminationSME development technology, raw materials,
markets, investment, etc.



Moreover, the government being fully aware of thedgcament of SSI particularly in funding, estaidid various
policies and schemes, specialized financial in#itis to provide financial assistance to the se@oich schemes
and financial institutions include, Small Scale usttial Credit Scheme (SSICS) Nigeria Industriav&epment
Bank (NIDB), National Economic Reconstruction FUNMERFUND) Industrial Development Centers (IDC), §ma
and Medium Industry Equity Investment Scheme (SE8)EFamily Support Programme (FSP), Family Economic
Development Programme (FEDP), People Bank of Nagg?PBN), among others. In the year 2003, the gowem
created Small and Medium Enterprises Developmer@ngyg of Nigeria (SMEDAN) which was empowered with
the task of establishing industrial and businesksa all the states of the federation includihg Federal Capital.
This was to enhance productivity through shareditias, which will reduce the cost of productioorfsmall and
medium enterprises

M ethodology

The study was carried out in densely, industriagtitutional and commercial city of Lagos, Nigerlaagos is
regarded as the economic center of the southwesstgion of the country. This metropolitan area \wagosively
selected due to heavy business transactions anmdtigpes that are taking place. The study appliesystematic
random sampling technique to select a sample gid&® small scale enterprises out of 1,750 SSlprétested
structured questionnaire was administered and atruatured interview was similarly conducted to o the
questionnaire. The instrument was divided into teections, socio-economic characteristics and imidilist
programs. The industry development as dependerniablarwas characterized according to business fofm
ownership, manpower size, business structure, tdapical development and capitalization. These weeasured
using nominal and interval scales. The independaniables, enterprise promotion programs on managem
marketing, technology and finance were measuredgukikert scale. The independent variable finances w
characterized into various financial programs imeatent of the entrepreneurs and as program besgdisi A
focus group discussion was held with some entrepmanto elicit deeper views necessary to consitedeveloping
questions on the issues relevant to the studythalinformation gathered between 1989 and 2005.

The data gathered were analyzed by adopting baghrigéve and inferential statistical. All the valbies were
described and highlighted using frequency distioyt percentages and mean scores. The relatiomstipeen
industrial programs and development of small séatkstries as well as the relationships of otheriatdées
postulated to have relationships with each otheewaealyzed using Pearson correlation.

Results and Discussion

The data in Table 1 showed the demographic vasalyleere 81 percent of the respondents were makbsl@n
percent were females. This can be attributed tetiteire of male dominance of the business arerggoifity (65%)
of the respondents were between the age of 36 ayeats, while 23 percent were between 46 and &syébout
60 percent attended secondary school and 33 pdradriertiary education.

Status of Small Scale Industries

The status of SSls was characterized into busifoess of ownership, manpower size, technologicalefieyment
and capitalization. The variance between the intiatus of the enterprise and post-industrialgyoteview status
was measured. In 16 years after the revised iridupwlicy aiming at ensuring the long-term permanesolution
of the problems impeding industrial developmenthia country, the results in Table 2 show that edippndents
started their businesses as sole proprietors aatty 3 percent of them had changed to partngiesti 98 percent
retained the sole proprietorship form of busineasmership. It was also revealed that all of thenrtsthwith
manpower below 10 workers and 11 percent had arase of manpower between 11 and 20, while onlgr2emt
had an increase between 21 and 30 workers.

Technological development results in Table 2 shbat tinitially, 93 percent of the respondents wesngl
traditional production and after the revised indastpolicy, there were 49 percent of them who rigred in
traditional production. While 7 percent were irfltiaengaged in semi-mechanized production, theres wa
increased of 44 percent who employed semi-mechduigeration.

Majority (75%) of the respondents at the initisdget of the business had a total capital of belo®,8 which is
equivalent to $3333 at 15 naira to a US dollar,levhiter 16 years, majority (32%) had between N3®Qa,and
N450,000 which is equivalent to $3462 at N130.008io The difference between the initial and therenir
capitalization in US dollar value is negligible whi means the enterprise growth is very slow. Howei¥ehe



capital structure will not be viewed in terms ofraadepreciation, there was an increase of 37 pee shown in
Table 3.

Programs I nvolvement of SSIs

The results in Table 4 show the involvement ef éintrepreneurs as beneficiaries of various firgdebgrams in
promoting SSls. These financial programs were pebyuthe government to foster and promote the deveént
and growth of SSls and to assist them in achietlieg objectives. The results on the level of tlairareness and
involvement were not very encouraging. The meamescof the eleven programs responding to the fiahneeds
of SSlis ranged from low to very low scores. It ngetirat their involvement either as beneficiary eing aware of
the financial programs is low (average mean scofie844). This poor level of the respondents’ awassnand
involvement on the government programs will hintlee achievement of the government promotion potiay
growth and development of small scale industriethécountry. It has been observed that the lifitadf capital
investment hinders the growth of small industrigscifically in the purchase of equipment becausmgidfficient
credit facilities. This problem does not mean abfgm of capital to start a venture but a problencabital for
business expansion. This is depicted in Table 3vistyphow the enterprises thrived despite turbulaumsiness
environment for 16 years.

Similarly, the results in Table 5 show a low grandan score (1.484) of the enterprise promotion rnarng on
respondents’ awareness and involvement on techmtahagement, marketing, and finance assistanoes tfe
various agencies of the government implementingrttastrial policies. It has been documented thahagement
skills are significant in running an enterprise dnalt the major reason for business failures is peanagement or
no management at all. For enterprises to surviveanagement know-how is imperative. Similarly, tedbgal
capability is most often the secret behind the gnoof major industrial economies of the world. Tdfere, the
assistance on indigenous research, local sourdirgwomaterials, and developing domestic technalgigtapacity
would strengthen the capacity of SSis.

The study further revealed the correlation (r=0)2Bétween the financial programs and governmeristasse
(r=0.203) on small scale industries’ growth in terof capitalization, technological development, amahpower
size at .05 level of significance. Nine percent wagealed to have been contributed by the entergmismotion
programs to the growth of the industry. In otherdgp effective implementation of the programs wamelan high
growth of small scale enterprises.

Summary and Conclusion

The study concludes that support from the governntferough industrial policies is veritable spedfly the
enterprise promotion policy. The potentials of drsahle industries were demonstrated by their satyalthough
with slow growth in terms manpower size, capitdlma and technological advancement. Their impagts o
economic development should have been felt by dople if the industrial policies, enterprise prommoes programs
in particular had been effectively implemented. finegrams were sound in fostering SSIs, howevejonitya of
the entrepreneurs were not aware nor found theeseahwolved in them. The study further concludesrghis a
correlation between enterprise growth in manpoueshnological development and capitalization antérgnise
promotion programs. Having seen the potentials3is $1 economic development, there exist a nedéuteasify the
campaign on the programs and create strategieSSts visibility and involvement. Business serviceviders
could be encouraged to enhance business capaaitly,eeonomic related policies should also be reviewe
Government should closely monitor the implementatd various programs in order to achieve its primgoals.
Government should also provide an enabling enviemtrfor sustainable economic growth.
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Table 1: Distributions of respondents by demogr aphic characteristics

Age F %
Below 25 years 00 0.0
26-35 years 13 8.7
36-45 years 98 65.3
46-55 years 35 23.3
Above 56 years 04 2.7
Total 150 100.0
Sex

Male 122 81.3
Female 28 18.7
Total 150 100.0
Education

Secondary 90 60.0
Modern 09 0.6
Tertiary 50 33.3
Others 01 0.7
Total 150 100

Source: Field study 2005



Table 2: Distribution of respondents by enter prise status

Initial Current
% %

M anpower

Below 10 workers 150 100.0 130 87.0

11-20 workers 0 0.0 17 11.0

21-30 workers 0 0.0 03 02.0

Total 150 100.0 150 100.0

Business owner ship

Sole proprietorship 150 100 147 98.0

Partnership 0 0 3 02.0

Corporation 0

Total 150 100 150 100

Technological development

Traditional 139 93.0 74 49.0

Semi-mechanized 11 07.0 76 51.0

Full mechanized 0 0.0 0 0.0

Automation 0 0.0 0 0.0

Total 150 100 150 100
Source: Field study 2005

Table 3: Distribution of respondents by capitalization
Current level of Capitalization Initial Current
F % F ] %

Below N50,000 113 75.3 0 0.0
N51, 000-N150, 000 37 24.7 6 4.0
N151, 000-N250, 000 0 0 10 6.7
N251, 000-N350, 000 0 0 23 15.3
N351, 000-N450, 000 0 0 48 32.0
N451, 000-N550, 000 0 0 43 28.7
N551, 000-N650, 000 0 0 18 12.0
Above N651, 000 0 0 2 1.3
Total 150 100 150 100

Source: Field study 2005

Table 4: Distribution of respondents by involvement on financial programs




Financial Very High High Average Low Very low
Programs 5 4 3 2 1 Means
F % F % F % F % F % | score

NIDB 0 - 24 8.6 90 324| 100 359 64 23, 1.853
NERFUND 0 - 12 4.9 42 17.1] 118 479 74 3011  1.640
IDC 0 - 4 2.0 39 19.7| 78 394 77 380 1.320
BSC 0 - 12 4.8 39 15.7] 124 498 74 297 1.660
SSCIS 0 - - 45 19.2| 108 46.2 81 34(6  1.56(
FEAP 0 - 56 16.8| 153 45.8 80 230 45 135 2.22y
PBN 0 - 60 17.2| 162 46.6| 90 25D 36 10,3 2.320
BLP 0 - 72 20.2| 159 447 92 25.8 33 9.3 2.373
FSP 0 - 52 15.8| 150 455 10 309 26 7.0 2.200
SMEDAN 0 - - 48 20.3| 108 458 80 339 1573
SAMEIS 0 - - 42 17.9| 112] 747 80 479 1.560
Grand Total 1.844
Sour ce: Survey 2005
Score: Very High = High (5) Mean =3.0+1.5811

Much = Above average (4) High =4.5811

Average = Average (3) Average = 3.0000

Low = Below average (2) Low  =1.4189

Very =Low (1)

Table5: Distribution of respondents by involvement on various assistance to SSI growth

Very Much Average Low Very low
Much
Programs 5 4 3 2 1 Mean
F1% |F | % F % | F | % Fl 9% | >Xo¢
Fin. Assistance - - 4 1.8 12 5.3 128  56.9 81 36 01.5
Manpower - - 44 | 16.2 48 17.6 114 41.9 66 24.3 1.813
development
Staff Training - - 24| 9.7 21 8.6 128 52.0 78  29.f .64D
Increase Market - - 4 1.6 39 16.¢ 128 52.7 12 29.8.620
Technical - 4 1.6 33 134 | 71 57.7 67| 27.2 1.167
assistance
Technological - 24 | 9.6 33 134 | 59 47.4 74 29.7 1.267
development
Availability of - 20 | 7.2 63 227 70 50.5 54  19.5 1.380
Raw materials
Grand Mean Score 1.484
Sour ce survey 2005
Score: Very High = (5) Mean =3.0+£1.5811

Much = (4) High =4.5811

Average = (3 Average = 3.0000

Low = Low =1.4189

Very
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