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ABSTRACT  

 

The small scale industries have assumed a central position as darlings of policy makers in 

developing countries, as it is commonly believed that they are critical to sustainable economic 

growth and development.  A number of problems are, however, militating against their operational 

performance, growth and development in Nigeria.  The return to current civilian dispensation in 

the country has seen the introduction of various policies towards promoting small scale businesses 

in general and small scale industries in particular.  This paper reviews relevant government 

industrialisation policies and their impact on the operational performance of small scale 

manufacturing firms in Nigeria, with a view to showing whether or not their operational 

performance is being positively impacted to contribute to economic growth and development of 

the country.   The main source of data for this study is secondary.  Data were obtained from the 

Central Bank of Nigeria (CBN)’s publications and website, and publications by Small and 

Medium Enterprise Development Agency of Nigeria (SMEDAN). The main finding of the paper is 

that the Nigerian Government’s industrialisation policies aimed at growing SSI’s are yet to 

achieve the desired objectives of creating employment and poverty reduction as well as improving 

the countries’ GDP performance.  It is recommended that financial and other support mechanisms 

like the ones envisioned for SMIEIS and SMEDAN should be availed to the emerging and existing 

SSI’s in order to achieve the government set objectives of poverty reduction, employment 

generation and GDP growth. 
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INTRODUCTION 

 

The failure of the Import Substitution and Large-scale Industrialisation policies of the post-

independence era led to the growing acceptance of the central role of the small scale industries in 

the industrial development of developing nations, and Nigeria in particular (Amakom, 2008). 

Their importance, particularly looking at their growth and experience over the last few decades, 

cannot be over emphasized. Studies have indicated that small scale business firms provide an 

effective means of stimulating indigenous enterprise and enhancing greater employment of local 

technology (World Bank, 1999; ECA, 2001; CBN, 2005; Uzor, 2010).  The development of small 

scale industries (SSIs) is, therefore, an essential element in the growth strategy of most economies 

and holds particular significance for Nigeria.   

 

Small scale enterprises do not only contribute significantly to improved living standards, they also 

bring about substantial local capital formation and achieve high level of productivity and 

capability. Small and medium scale industries are increasingly recognized as the principal means 

for achieving equitable and sustainable diversification and dispersal and, in most countries, they 

account for well over half of the total share of employment, sales and value added (Udechukwu, 

2003).  Any government policy that seeks to target poverty reductions, food security, and 

industrialization as well as mitigate rural-urban migration must be hinged on the development of 

small scale industries. 

 

The various development plans Nigeria formulated since the 1960’s acknowledged the small scale 

industries as having important roles to play in the industrial development of Nigeria, especially in 

the creation of employment opportunities, the mobilization of local resources, and mitigation of 

rural-urban migration and the achievement of a more even distribution of industrial enterprises in 

different parts of the country (Adam, 2005).  Subsequently, a lot of support programmes were put 

in place to promote and sustain small scale industries in Nigeria. 

 

Immediately after political independence, there was urgent need to achieve economic 

emancipation as well. This prompted the government to adopt the Import Substitution 

Industrialization (ISI) as a development strategy with the aim of reducing the country’s 

dependence on imported consumer goods and to create employment opportunities for the Nigerian 
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work force (Fabayo, 1983; Adam, 2005; Uzor, 2010,).  And since then, successive governments at 

different point in time have designed various industrialisation policies to suit the prevailing 

economic realities of such times.  Even though the industrialisation policies have changed, with 

the change in successive regimes, the main industrialisation objectives of, employment generation, 

poverty reduction, production of consumer goods and substituting importation have largely 

remained (Ibbih, 2008). 

 

The return to democratic governance in 1999 was followed by aggressive enthusiasm by the 

government in redirecting industrialisation policies in the country (Amakom, 2008).  Besides the 

drafting of a new industrial policy with array of incentives, the government has also embarked on 

other policy initiatives to boost industrialisation; the setting up of the Small and Medium 

Industries Equity Investment Scheme (SMIEIS), Small and Medium Enterprises Development 

Agency of Nigeria (SMEDAN), The Bank of Industry (BOI), and the Microfinance Banks.   

 

The definition of small scale enterprises/industries (SSEs/SSIs) varies from country to country, 

region to region and from agencies to agencies (Obadan, and Agba, 2006).  The Nigerian concepts 

of the SSIs are also somewhat divergent but generally there is agreement on the definition 

provided by the National Council on Industry (NCI) in 2001, which defines SSIs as any enterprise 

with a maximum asset base of not more than N50 million, excluding land and working capital and 

with employees of not less than 11 and not more than 100 (Sunusi 2003, Udechukwu 2003).  By 

this definition it means that any enterprise that has less than 11 employees can be considered as 

micro.  However, for the purpose of this study, the small scale industries (SSIs) in focus are those 

manufacturing firms/businesses within the real sectors of the economy. 

 

The objective of this paper is therefore, to identify those specific government industrialisation 

policies that are targeted at promoting small scale industries in Nigeria and to undertake an in-

depth examination of the effectiveness of the policies in enhancing the operational performance of 

the small scale industries (SSIs) during the first ten years of the civilian administration in Nigeria 

(2001 - 2010).  The paper discusses, through content analysis, the broad objectives of the policies 

with regards to promoting the operational performance of the small scale manufacturing firms in 

Nigeria. 

 

The paper is organized into six sections, including the introduction.  Section 2 reviews related 

literature; Section 3 states the methodology; section 4 presents SSIs focussed industrialisation 
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policies and incentives; section 5 discusses the broad objectives of some of the identified 

industrialisation policies; and section 6 concludes the paper. 

 

 

LITERATURE REVIEW 

 

Conceptual Framework and Features of Small Scale Industries 

 

Small and medium scale enterprises constitute a very heterogeneous group, comprising of a variety 

of firms that possess a wide range of sophistication and skills and operate in different markets and 

social environments.  Some are dynamic, innovative, and growth oriented; others are traditional 

enterprises that are satisfied to remain small.  In some countries, SSIs and cottage industries 

owners and workers are dominated by members of particular ethnic groups, such as raffia works 

among the Annangs of Ikot Ekpene in Akwa Ibom State, tie and die among the Yorubas of South 

West region or the bronze works among the Nupe people of Niger State of Nigeria (Obadan, et. al, 

2009).  

 

Despite differences in definitions of small scale industries both within and outside national 

boundaries of countries, one of the distinctive features of SSIs is that they are sole proprietorships, 

partnerships or limited liability companies. But in most cases even where they are registered as 

limited liability companies, their true ownership is either one man or partnership (Udechukwu, 

2003). 

 

Most SSIs are labour intensive businesses having centralized and or personalized management and 

have limited access to long term capital. And even where they have access to short term financing 

it is usually at a penal rate of interest and other conditionalities (Ayeety, 1994).  Because of its 

nature of ownership and management there is flexibility in decision making and often informal 

employer-employee relationship. Usually partners in most SSIs pursue personal goals at the 

expense of the overall interest of the business.  Consequently, mortality rate among SSIs is very 

high as a result of mistrust that often develops among owners (Udechukwu, 2003). 

 

Lack of adequate skills and technical knowhow, capital inadequacies or sheer ignorance on the 

part of most of the promoters and founders of SSIs led them to purchase obsolete and inefficient 

machinery and equipment thereby making them defendant on important raw materials and spare 

parts.  This will set the stage ab-initio for lower levels of productivity and poor product quality 
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with serious consequences on product quality, output and market acceptability (Basil, 2005).   It is, 

therefore, not surprising that many of them had to either close down completely or scale down 

their operations at the expense of labour. 

 

Economic History of Small Scale Industries 

 

Since Nigeria’s Independence in 1960, industrialization has been recognized as the critical factor 

to the economic transformation of the country. To achieve the desired result, Government had, for 

the past two and half decades, focused in its industrial policy mainly on the promotion and 

establishment of large-scale industries (LSIs) in pursuance of import substitution industrialisation 

strategy (Udoh, et.al, 2011).  The promotion of Small and Scale Industries (SSIs), on the other 

hand, received relatively low direct Government investment, and was left to the initiatives of the 

private entrepreneur. 

 

With the collapse of the oil prices in the mid 1980’s, many of the Government 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, by promoting small and medium enterprises (SMEs) in general and small scale 

industries in particular (Ibbih, 2005). 

 

Since the present Civilian Administration came in 1999, it has put in place policy measures, 

schemes and support systems to develop the SSIs sub- sector and to make its products more 

competitive. Through the development of the SSIs, 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; mobilize savings and encourage capital accumulation; 

and integrate SSIs with large scale industries (LSIs) and create linkages with other sectors of the 

economy (Udoh, et.al, 2011). 

 

The historical experience of economic development in the developed countries is replete with 

success stories of the role of SSIs in industrial development, technological innovation and export 

promotion.  In many developed countries, more than 98% of all enterprises belong to the Small 

and Medium Industries sub-sector.  80% of the total industrial labour force in Japan, 50% in 

Germany and 46% in the USA are employed in small firms. In the USA it is estimated that small 
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businesses contribute nearly 39% to the national income (Udechukwu, 2003).  Osunbiyi (1987) 

observes that small scale industries make relatively strong contribution to employment generation 

in LDC’s not only in the vast majority of the industrial labour force but also in their preference for 

labour intensive technology. 

 

Often, it has been argued (Beck, et. al, 2003, Roemer, 2002 ) that developing country governments 

should promote small and medium scale industries as either a complement or an alternative to 

large scale modern manufacturing.  India, probably the post-independence leader in planning for 

large scale industrialization also pursued small scale industrial development with vigour (Roemer, 

2002). China’s use of small scale rural industry in support of local self-reliance is equally well-

known. They established modern small and medium scale factories in the Chinese country side. 

Those factories have now matured to producing a wider range of products not only for the country 

side but also for the urban sector and export as well (Roemer, 2002). 

 

Contributions and Constraints of Small Scale Industries 

 

The potential for contributing to export promotion by the SSIs, according to Fabayo (1989), can be 

seen from South Korea, Taiwan, Japan, USA and Singapore, where industrial exports are drawn 

from small enterprises producing textiles, electrical goods, clothing, leather products, etc.  Out of 

an estimated 30, 000 manufacturing firms then which engage in export trade in the USA nearly 

70% are small firms.  The Japanese economy despite its level of development is still characterised 

by a strong vertical relationship known as keiretsu between Small scale industries and large 

enterprises (Daibi, et. al. 2009). Various studies have indicated that the SSIs play intermediate role 

in the development of medium and large scale industries as well as reduce regional disparities 

through the creation of employment and mobilization of local resources more readily than the 

large scale industries (Pernia, 1983; Akinyemi, 1985). 

 

Most literature reviewed argued that governments in especially developing countries should 

promote SSIs because of their greater economic benefits compared to large firms in terms of job 

creation, efficiency and growth.  In Ecuador, for instance, firms with fewer than 50 employees 

accounted for 99% of the total firms and 55% of employment in 1980.  In Bangladesh enterprises 

with fewer than 100 workers accounted for 99% of total enterprises and 58% of employment in 

1986 (Udechukwu, 2003). 
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However, In Nigeria instead of developing into medium and large scale industries, many of the 

small scale industries have stagnated on the number of people employed while some have even 

reduced the number of employees or folded up entirely. In the same vein, many of the small and 

medium sized industries, especially in Kano State and with particular reference to the textile and 

Tannery industries have also folded up instead of maturing to large scale industries. Combine 

factors of unfavourable macro-economic, fiscal and monetary policy regimes, in adequate 

infrastructural support, raw materials supply bottlenecks as well as unfair competition from foreign 

firms - activities of smugglers of low/sub-standard textile products - amongst many others 

contributed to their collapse (Basil, 2005). 

 

Due to their characteristics, SSIs suffer from constraints that lower their resilience to risk and 

prevent them from growing and attaining economies of scale (CBN, Baseline Study, 2004). The 

challenges are not only in the areas of financial investment and working capital but also in human 

resource development, market access and access to modern technology and information (Basil, 

2005).  Access to financial resources is constrained by both internal and external factors. 

Internally, most SSIs lack credit worthiness and management capacity, so they have trouble 

securing funds for their business activities such as procuring raw materials and products and 

investing in plant and equipment (Ogboru, 2007).  From the external perspective, SSIs are 

regarded as unsecure and costly business to deal with because they lack required collateral and 

have the capacity to absorb only small amount of funds from financial institutions (Basil, 2005). 

So they are rationed in their access to credit because of high immediate costs, including the cost of 

monitoring and difficulties in enforcing loan contracts. 

 

To overcome some of these constraints, governments in developing countries and other players 

and stakeholders have designed programmes and policies to support SSIs that are market driven 

and non- market distorting (Umar, 2008). Nigeria for instance has attempted to create stable 

macroeconomic condition liberalized the economy and encouraged the growth of the micro 

finance banking sector.  However, access to financial support services by SSIs depends on how the 

SSIs themselves increase their credit worthiness. 

 

Government Industrial Policy Initiatives 

 

Decades since independence in Nigeria, there has seen quite a number of economic policies 

devoted to promoting rapid industrialization. Dozens of promotional incentives has been tried but 

paradoxically, there seem to be an inverse relationship between the number of such intervention 
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and actual performance (Ikpe et.al. 2003). The missing link here is a detailed evaluation of the 

promotional measures (incentive structure) in terms of their value for money effectiveness 

(Amakon, 2008).  

 

The failure of most of the previous governments’ well intentioned policies, schemes, programs and 

institutional arrangements designed to provide succour to the small business sector led the newly 

re-established civilian government in 1999 to introduce new policies.  One of such policies was the 

Small and Medium Industries Equity Investment Scheme (SMIEIS) Fund, in 2001. The scheme 

was instituted in response to the Federal Government’s concern and policy measures for 

promotion of small and medium enterprises, as vehicles for rapid industrialization, sustainable 

economic growth and development, poverty alleviation and employment generation (Anyanwu et. 

al., 2003). The scheme was a voluntary initiative of the Banker’s Committee, which requires all 

banks to set aside 10% of their pre-tax profit, for equity investment and promotion of small and 

medium industries (SMIs) in Nigeria, as part of their contribution towards stimulating economic 

growth, developing local technology and generating employment (Udoh, et. al; 2011, Ughulu, 

2007). 

 

The specific objectives of the scheme as noted by Anyanwu, et. al. (2003) includes: 

• To facilitate the flow of funds for the establishment of new small and medium   investment 

(SMIs) projects. 

• To develop and package viable industries with Nigerian entrepreneurs 

• To provide venture capital and management that would spearhead the restructuring and financing 

of the small and medium scale industries (SMIs) 

• To stimulate economic growth, develop local technology and generate employment. 

 

Eligibility for funding under the scheme requires a prospective beneficiary to be: 

 Registered as a limited liability company with the Corporate Affairs Commission and 

comply with all relevant regulation of the Companies and Allied Matters Act (1990) such 

as filing annual returns, including audited financial statements. 

 Comply with all tax laws and regulations and render regular returns to the appropriate 

authorities. 

 Engage or propose to engage in any of the businesses as indicated above. 
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This scheme is some- what different from others before it, in that it was equity and venture capital- 

based as against debt-based schemes and programs.  It was applauded as the solution to the main 

entrepreneurship problems of Nigerian industrialists which is the inability to access financing 

windows cheaply and timely.  It was hoped that, finally, an enduring solution has been found to 

issues of funding the real sector of the economy at the small scale entities level.    

The scheme provides for the funds invested by the banks to be in form of equity investment in 

eligible firms.  Banks are allowed to take up to a maximum of 40%  equity holding subject to a 

limit of N200 million per enterprises.  A consortium of banks can jointly invest in an enterprise 

subject to the 40% equity holding limit.  The scheme also provides for the allocation of 90% of the 

entire amount set aside by the banks to the real sector while the remaining will be allocated to 

micro/cottage enterprises (Udoh, et.al, 2011; Ughulu, 2007).  The key stakeholders of SMIEIS are 

the Federal Government, the Central Bank, the Banker’s Committee, Individual Banks, 

Independent Fund Managers, the Securities and Exchange Commission (SEC) and the various 

SMI’s promoters (Ughulu, 2007).  

 

The launching of SMIEIS was followed by the establishment of Small and Medium Enterprises 

Development Agency of Nigeria (SMEDAN) by an Act of the National Assembly (as amended) 

(SMEDAN/UNDP, 2008). The agency was assigned to promote, facilitate and coordinate all 

government policies on Micro Small and Medium Enterprises (MSMEs), (NEEDS, 2004, p. 80).  

The specific function of the agency are: Awareness creation/business sensitisation and information 

provision for attitudinal changes and effective business decision; Business development services 

(BDS) which include training, counselling and mentoring; Promotion of enterprise 

networking/cluster formation, stimulating economies of scale and international competitiveness; 

Advocacy, policy development and improvement in MSME’s operating environment; and 

Promotion of linkages and access of MSME’s to vital resources especially finance and workspace 

(SMEDAN/UNDP, 2008).   

 

Furthermore, in order to consolidate the role of SMEDAN a new national policy on Micro, Small 

and Medium Scale Enterprises (MSMEs) was launched in March 2008. The fundamental 

objectives of the policy, according to the report, are to provide an overall framework of action as a 

guide for well-focused, harmonious and coordinated programming by all actors and evaluation and 

monitoring of stakeholders’ activities.  

 

In an effort to ensure the realisation of the possible achievements of the objectives of the preceding 

policies, the Federal Government in 2004 launched The National Economic Empowerment and 
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Development Strategy (NEEDS). Under this development policy, the private sector was identified 

as the engine of growth. The private sector is the executor, investor and manager of businesses. 

While the government is the facilitator and regulator, helping the private sector to grow, create 

jobs, and generate wealth (NPC, 2004). 

 

NEEDS as an integrated development policy document has the following key   objectives:  

• To accelerate the pace of industrial development by increasing value added at every stage of the 

value chain. 

• To encourage forward and backward linkages in a few niches. 

• To provide enabling environment for private sector leadership. 

• To promote the establishment of efficient small and medium size enterprise sector to enhance 

sustainable economic development. 

• To facilitate the development of an industrial sector that is internationally competitive. 

 

This policy document expressly identified economic growth as the basic instrument for 

employment creation and poverty reduction.  It recognises that the promotion of the private sector, 

and by implication, small and medium scale enterprises is the main stimulus for economic growth 

and development, employment generation and wealth creation.  

 

The success and/or failure of NEEDS will to a very large extent depends on the success and/or 

failure of subsequent industrial policies that evolved thereafter, since NEEDs package is designed 

as the policy through which other industrial policies within this period anchor their existence 

(Udoh, et. al, 2011 ). 

 

METHODOLOGY 

 

This paper adopts an analytical literature study and content analysis of the broad objectives and 

guidelines for SMIEIS and SMEDAN. Secondary sources of information, in the form of 

documentations and scholarly journals, CBN and SMEDAN publications, and other published and 

unpublished materials were used.  The paper adopts descriptive method in the presentation and 

analysis of the policies under consideration.  

 

DISCUSSION OF RESULTS 
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The small and medium industries equity investment scheme (SMIEIS) was applauded as the 

solution to the entrepreneurial difficulties of the Nigerian small scale investor because it is 

considerably different from previous policies that were debt based.  It is hoped that the scheme 

would revitalise the Nigerian real sector and contribute towards diversifying the economy and 

ensure the emergence of the Nigerian Keiretsu. This scheme is based on the concept of venture 

capital (VC) financing which corresponds to the financial history of today’s major world 

corporations that actually started with venture capital financing (Dagogo and Ollor,  2009).   

 

The scheme recorded significant achievement in terms of sectoral and geographical distribution of 

investments. The sum of N42.025 billion was set aside by banks for investment in SMEEIS 

projects, out of which N28.204 billion was invested in 333 projects as at 30
th

 June, 2009 (CBN, 

2009).  Of the 333 projects funded by the scheme 205 are in the real sector. This is further broken 

down as in table 1 below: 

 

Table I: Sectoral Distribution of SMIEIS Projects as at 2009 

INDUSTRIAL SUB- SECTOR NO. OF 

PROJECTS 

AMOUNT 

N,BN 

% 

NUMBER 

Agro allied (including wood work and water 

bottling) 

45 2.312 21.95 

Manufacturing 144 8.104 70.24 

Construction (including quarrying) 13 2.786 6.34 

Solid Minerals 3 0.594 1.46 

TOTAL 205 13.261 100 

Source: CBN, SMEEIS Statistical Table, 2009. 

 

Table 1 above shows that the sum of N13.261 billion was invested in the real sector of the 

economy representing 47.02% of the total investment of N28.204 made by the fund.   However, 

actual investment in the manufacturing sector amounts to only N8.104 billion out of total 

investment of N28.204 billion by the scheme.  

 

The implication of the above table (1) is that services sector received investment of N14.943 

billion which is about 52.98% of the total investments of N28.204 billion made so far; this is 

despite services not being a priority sector for the scheme.   

 

Geographically, the pattern of the investment was in favor of Southern region with 292 (87.69%) 

of projects valued at N25.05 billion (88%) of investment. This is against 41 (12.3%) of projects 

valued at a paltry sum of N3.184 billion (12%) of investment for the entire 19 States of the North 

(Table II).   
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Table II: Geographical Distribution of SMEEIS Projects as at, 2009 

S/N REGION NO.OF 

PROJECTS 

AMOUNT 

N’000 

% NUMBER % AMOUNT 

1. North –West 17 857.563 5.11 3.04 

2. North- East 1 68.400 0.30 0.24 

3. North- Central (+FCT) 23 2,258.420 6.90 8.01 

4. South- West (+ Lagos) 240 14,761.726 72.07 52.34 

5. South- East 19 1,483.730 5.71 5.26 

6. South- South 33 8,774.239 9.91 39.12 

 TOTAL 333 28,204.078 100.00 100.00 

 Source; CBN, SMEEIS Statistical Table 

 

Table II indicates that the total number and value of projects sanctioned for the South-West region 

including Lagos was 240, (72.07% of projects) and N14.762 billion (52.34% of investment) 

respectively.  This is in sharp contrast with  North West Region, which consist of 7 states and had 

only 17, (5.11%) of sanctioned projects valued at N857.563 million  or 3.041% of total 

investments of N28.204 billion, with Kaduna and Kano having 7and 8 projects respectively. 

 

When the pattern of investment is considered on state by state basis, Lagos alone had 187, 

(56.16%) of the projects valued at N11.635 billion (41.25%) of total amount invested while there 

is only one each in Sokoto and Zamfara states valued at N77.665 million (2.75%) of the total 

investment by the scheme and none in Jigawa, Katsina, and Kebbi states respectively (CBN, 

2009). 

Looking at the foregoing statistics and other CBN (2009) publications, it is clear that the pattern of 

investment is skewed in favor of services and other non- priority sectors of the scheme.  Out of the 

sum of N28.204 billion invested as at 30
th

 June, 2009 only N8.104 billion is invested in 144 

manufacturing projects.  Tourism and Leisure which was not part of the scheme initially, received 

investment of N7.454 billion in 23 projects.   

 

Out of the 333 projects sanctioned only 41 are in the entire Northern region while the rest 292 are 

in the Southern Region.  The entire six states of the North East got only one investment in Bauchi 

state for N68.4 million.  This might explain the reason why the incidence of poverty is more 

prominent in the Northern region because of absence of investment that would create employment. 
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This scenario also, goes to corroborate the position of Dr Osa-Afiana (2003), that the SMEEIS 

scheme was already derailing due to banks’ apathy towards lending long term to the real sector 

especially, manufacturing. 

 

However, despite its modest achievement the scheme was bedevilled with slow pace of aggregate 

investment and other setbacks that includes high cost of pre-investment activities, such as 

feasibility studies, assets valuation, etc., which entrepreneurs feared might become wasted fund, if 

they are not considered; reluctance of banks to make a paradigm shift from short-term financing to 

long term financing; continued poor state of physical infrastructures, amongst others led CBN to 

suspend the scheme in 2009 after the first round of banking reforms and consolidations of 2004-

2005 (Udoh, et. al., 2011). 

 

The creation of SMEDAN implies that policies on MSMEs in Nigeria have become a 

macroeconomic issue which has to be centralised with unified mechanism. This will however, 

make the implementation of the policy inflexible and ineffective. So far the major achievement of 

SMEDAN is in the area of Entrepreneurship development training that they offered to various 

entrepreneurs in the country.  They have also formally taken over the management of 23 Industrial 

Development Centres (IDCs) spread across various locations in the country from the Federal 

Ministry of Industries.  The ministry, while handing over the IDCs directed SMEDAN to liaise 

with Infrastructure Regulatory Commission (ICRC) to revive the moribund facilities through a 

Private-Public sector Partnership (PPP).  This is with a view to resuscitating them and making 

them functional and to serve as technology incubation and entrepreneurship development centres. 

SMEDAN had also in conjunction with United Nations Industrial Development Organisation 

(UNIDO) conducted a nationwide survey/census of Micro, Small and Medium Enterprises 

(MSMEs) in Nigeria.  This is in order to have a national compendium of data about the nature, 

characteristics and locations of the MSMEs in Nigeria (SMEDAN, 2010).  

 

Different countries have designed various interventions policies to cater for the peculiar needs of 

small businesses. These interventions include institutional support, training in the relevant skills, 

tax concessions, technological acquisition and liberalized access to credit and innovation schemes 

(Obadan and Agba, 2006). 

 

In Malaysia, for instance, the Small and Medium Industries Development Corporation (SMIDEC) 

was established in 1996 with the responsibilities for complementing, coordinating and monitoring 

assistance to the SMEs in areas of soft loan, grants and as venture capital financing.  South Korea 
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established the Korean Federation of Small Business (KESB) to provide guidance in various areas 

to SMEs. The Industrial Bank of Korea (IBK) provides technical guidance in finance and 

information technology in collaboration with research institutions. The Citizens National Bank 

(CBN) was also established to provide adequate financing for SMEs while the Korea Credit 

Guarantee Fund (KCGF) was created to support operational SMEs and those that are yet to get 

over capital fund problem. Likewise also in South Africa, the Industrial Development Corporation 

(IDC) provides capital support, while the National Empowerment Fund (NEP) supports firms with 

venture capital sources. Other agencies provide capital support to SMEs at various stages of 

development as well as managing a dedicated equity fund (Obadan, et. al, 2006). 

 

The example of the above countries’ schemes and institutions for the promotion and development 

of the small business sector is at variance with that of Nigeria which seemed to lack clarity and 

executive capacity to actually support the small scale businesses in general and small scale 

industries in particular.  What is obtained in the example of countries sited above is that they have 

a one-stop shop for addressing either all the needs of the small businesses or specific needs.  In 

Nigeria, SMIEIS have been suspended since 2009, and it is only now that the CBN is about to 

appoint consultants to undertake a review of the scheme with a view to either resuscitating or 

scrapping it.   Until that is done, SMIEIS remains in limbo.   As for SMEDAN, its impact is yet to 

be felt as it is yet to get its acts together for meaningful contribution to the operational 

performance of the Nigerian small scale industries.  

 

CONCLUSION AND RECOMMENDATIONS 

 

It has become quite apparent to the government and policy makers that the role of the small scale 

industries is critical to the development and growth of the Nigerian economy.  Small scale 

industries will ensure efficient utilisation of the nation’s available human and material resources 

by creating employment, mobilisation of local savings and reversing or halting rural-urban 

migration and its attendant negative social consequences. 

 

In most advanced countries, the small business sector is recognised as the engine room of 

economic growth and development. However, when Nigeria’s industrialisation policy for 

promoting SSIs is measured against international best practices in SSIs promotion policies it will 

be rated very low because of its inconsistency and lack of focus. An extensive effort in terms of 

policy redesign and implementation strategies that emphasised the need for continued government 

support to small scale industries is required to elevate the country to a leading position.   
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Because of their nature of being labour-intensive, small scale industries are usually started with 

small capital which make them affordable to go into.  Availability of financial and other support 

mechanism like the ones envisioned for SMIEIS and SMEDAN should be availed to the emerging 

and existing small scale entrepreneurs in order to achieve the government set objectives of poverty 

reduction, employment generation and GDP growth. 

 

The paper, again, recommends that CBN should as a matter of urgency conclude on the assessment 

of SMIEIS scheme with a view to resuscitating it and restructuring its operational modalities to 

ensure that it is flexible enough for the small scale industries in the country to access its funds.      
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