CHAPTER ONE

1.0       INTRODUCTION

The manufacturing sector (Including Micro, Small and Medium Enterprises) is acknowledged to have huge potential for employment generation and wealth creation in any economy, yet in Nigeria, the sector has stagnated and remains relatively small in terms of its contribution to GDP or to gainful employment. Activity mix in the sector is also quite limited and dominated by import dependent processes and factors. Although there is no reliable data, imprecise indicators show that capacity utilization in the sector has improved perceptibly in the period since 1999, but the sector is still faced with a number of constraints with lack of credit availability as the principal constraint. Credit is the largest element of risk in the books of most banks and failures in the management of credit risk, by weakening individual banks and in some cases, the banking system as a whole, have contributed to many episodes of financial instability. Hence , there is need for  greater understanding of the nature of credit risk, leading to improved measurement and international financial system vis-a-vis the small and medium enterprises in the long run.

1.1
BACKGROUND OF THE STUDY
For both developing and developed countries, small and medium scale firms play important roles in the process of industrialization and economic growth. Apart from increasing per capital income and output, Small Businesses create employment opportunities, enhance regional economic balance through industrial dispersal and generally promote effective resources utilization that are  considered critical to engineering economic  growth.

However, the seminal role played by Small Businesses not with standing its development is everywhere constrained by inadequate funding and poor management. The unfavourable macro economic environment has also been identified as one of the major constraints which most times encourage financial institutions which most times encourage financial institutions to be risk-averse in funding small and medium scale businesses.

Generally, the stage of development and, thus the efficiency of the system varies among countries and changes over time in the same country. The more developed and sophisticated financial systems tend to be associated with the nature economies, while underdeveloped financial systems feature in developing economies. As a process, the financial system adjusts to changes in the real economy just as the economy responds to developments in the financial sector. All over the world, size had become an important ingredient for success, the banking sector included.

In Nigeria every known regime recognizes the importance of promoting Small Businesses as the basis of economic growth. As a result, several micro-lending institutions were established to enhance the development of Small Businesses. Such micro credit institutions include the Nigerian Bank for Commerce and Industry (NBCI), National Economic Reconstruction Fund (Nerfund), the people’s Bank of Nigeria (PBN), the community Banks (CB) and the Nigerian Export and Import Bank (NEXIM), and the Liberalization of the banking Sector.

This study attempts to find out how Commercial Banks finance small and medium scale Enterprises taking Union Bank of Nigeria Plc as a case study.

1.2 STATEMENT OF THE RESEARCH PROBLEM

One of the main obligations of commercial Banks in Nigeria and else where in the maximum contribution to the economic development of the nation. Others are maximum profitability owned to the shareholders and maximum liquidity owned to the depositors.

This research work will concentrate on the maximum contribution to the economic development of the nation, i.e. through financing Small Businesses by commercial Banks. The analysis of the research problem will thus pose some questions like.

Do commercial Banks finance small Businesses adequately, if not what are the limitations.

     1.3
  RESEARCH QUESTIONS
The following research questions can be formulated based on the conceptual framework:

 
RQ1: What is the relationship between bank financing and the growth of small businesses in Nigeria?

RQ2: How do interest rates affect the growth of small businesses in Nigeria?

RQ3: What is the impact of collateral requirements on the ability of small businesses to access bank financing in Nigeria?
1.4 OBJECTIVE OF THE STUDY

Since the Importance of Small Businesses helps the development of any country’s economy, as already discussed in this chapter  cannot be overemphasized, this study  is aimed at achieving the following objectives:

i. To highlight the different sources of finance available to small and medium scale industries in Nigeria.

ii. To examine the role of Commercial Banks in satisfying the financial needs of Small Businesses in Nigeria taking Union Bank of Nigeria Plc as a case study.

iii. To identify the challenges faced by small businesses in accessing bank financing in Nigeria.
iv. To improve the financial assistance to the entrepreneurs by commercial Banks.
1.5   STATEMENT  OF HYPOTHESIS

H1: That financing small businesses adequately by  Commercial Banks has

been a failure.




H2:
That obtaining financial assistance by small business  from Commercial  

 


       Banks is very difficult and that most of the assistance is obtained through




       savings and borrowing from other sources.

H3:
 Collateral requirements have a negative impact on the ability of small  businesses to access bank financing in Nigeria.

1.6 SIGNIFICANCE OF THE STUDY
As it is fully aware, the significance, reliability and validity of any research work to a great extent depends on the methodology used.

There are two methods of data collection; the primary and secondary methods. The primary method consist of structural questionnaire and personal interview, while the secondary method include published government documents and journals, periodicals notable from Central Bank of Nigeria’s publications like bulletins, financial and economic review text books, magazines, budget speech and so on. This research work will not be exceptional.

There will be two sets of questionnaires; one set will be for some top management and employees of UBN, Plc. The other set will go to some
Small and medium scale industrialist through the chairman of NASSIS.
There will also be personal interview with some staff in the credit department of UBN, Plc and also some staff of industrial development centre.

The secondary method will also be consulted as this will give room to obtaining financial data easily. Also data will be obtained from manuals, reports and handbooks of UBN, Plc. IDC inclusive.

1.7 SCOPE OF THE STUDY

This research work is intended to examine the financing of Small Businesses by Commercial Banks with emphasis on UBN, Plc. As seen in the earlier part of this chapter, the importance of Small Businesses towards economic development of a nation cannot be overemphasized, the study covers all kinds of industries, production, processing, servicing, e.t.c.

1.7.1  LIMITATIONS OF THE STUDY

One of the major limitations in carrying out this work is time. There is time constraint in carrying out this research work due to the fact that there are other academic engagements like attending lectures, writing assignments, tests, e.t.c. Another limitation of this study is that only UBN, Plc is used. The operation in this bank will certainly not represent the genuine situation obtainable in other banks. This can be as a result of different polices or the financial capabilities in lending.

However, UBN, Plc is chosen because of its financial backing and thus represent Commercial Banks that can fulfill their obligations as seen in the earlier part of this chapter.

1.8 DEFINITION OF TERMS

1. COMMERCIAL BANKS:
Commercial Banks are generally referred to as those banking institutions that create money in the form of demand deposits. Simply put, a Commercial Bank in an institution engaged in all aspect of the commerce of its own country and its business relations with other countries with a view f making profit.

2. SMALL AND MEDIUM SCALE INDUSTRIES (ENTERPRISES) SME: Small and medium scale enterprises are defined as those enterprises with
fixed assets other than loan but including the cost of new investments not exceeding N36Million.
ENTREPRENEUR:

This can be defined as a person who set and start his own new and small business enterprise.

4. ECONOMIC GROWTH:

This is defined as a sustained increase in a nation’s gross national income per capital over a long time period.

5. ECONOMIC DEVELOPMENT:

This is defined as the st5ructural transformation of all the economic indexes from a low to the high strata.

6. FINANCING:

This is the process of sourcing for fund or acquisition of funds for financial purpose.

7. CAPITAL:
This can be defined as wealth or property in form of money or property, sometimes the basic sum in an investment enterprise.

8. COLLATERAL SECURITY:

Property or something valuable which is used as guarantee that someone will repay such a landed property, insurance policy e.t.c., which the bank is authorized to take in the event of a customer defaulting in the loan agreement.

9. LOAN:

The sum of money borrowed at an agreed rate of interest. It can be of long term or short term.
10. OVERDRAFT
This is a financial assistance granted by way of allowing customers withdraw in excess of the balance in their accounts.

11. ASSETS:

Resources or things of value owned by an economic nit, such as a firm, individual or household as cash property and rights to property.

1.9  PLAN  OF THE STUDY

In the modern times, industrial production requires the procurement of equipment, machineries and other inputs. The capital required in procuring the requirements in limited in supply and very few industrialists have access to it considering the type of collateral security required by the banks which must be fulfilled before granting loans.

Since Commercial Banks act as intermediaries between surplus and deficit or as a bridge between scattered pockets of savers and the business community desirous of loans for investment, at the end of this research work the following will be attained;

· Small Businesses industrialist will be able to know some sources of finance and choose amongst them the best.
· Commercial Banks will know how effective and efficient they have been towards economic development.
· Commercial Banks will be able to make some adjustments in their
lending processes.

CHAPTER TWO

LITERATURE REVIEW

2.0 REVIEW OF RELATED LITERATURE
2.1 CONCEPTUAL FRAMEWORK 
2.1.1 INDEPENDENT VARIABLES

  Bank Financing: This refers to the various financing options provided by Union Bank of Nigeria Plc to small businesses, such as loans, overdrafts, and trade finance.

Interest Rates: This refers to the cost of borrowing from Union Bank of Nigeria Plc, which can affect the growth of small businesses.

Collateral Requirements: This refers to the assets required by Union Bank of Nigeria Plc as security for loans, which can affect the ability of small businesses to access financing.

 2.1.2 DEPENDENT VARIABLE
Growth of Small Businesses: This refers to the increase in sales, revenue, employment, and other indicators of business performance.

 2.1.3 MODERATING VARIABLES
Business Owner Characteristics: This refers to the skills, experience, and education of small business owners, which can affect their ability to access and utilize bank financing.

Industry and Market Conditions: This refers to the external environment in which small businesses operate, including competition, demand, and regulatory factors.

The conceptual framework is based on the following theories:

Pecking Order Theory: This theory suggests that businesses prioritize internal financing sources over external sources, and that bank financing is often used as a last resort.

Agency Theory: This theory suggests that there is a principal-agent relationship between small business owners and bank managers, and that this relationship can affect the availability and terms of bank financing.

Resource-Based View: This theory suggests that businesses can gain a competitive advantage by acquiring and utilizing resources, including financial resources.

 2.1.4  HYPOTHESES
Based on the conceptual framework, the following hypotheses can be formulated:

 *H1*: There is a positive relationship between bank financing and the growth of small bunesses in Nigeria.

 *H2*: Interest rates have a negative impact on the growth of small businesses in Nigeria.

 *H3*: Collateral requirements have a negative impact on the ability of small businesses to access bank financing in Nigeria.

Research Questions

The following research questions can be formulated based on the conceptual framework:

 RQ1: What is the relationship between bank financing and the growth of small businesses in Nigeria?

RQ2: How do interest rates affect the growth of small businesses in Nigeria?

RQ3: What is the impact of collateral requirements on the ability of small businesses to access bank financing in Nigeria?

2.2 THEORETICAL FRAMEWORK 

Theoretical Framework

The theoretical framework for this study is based on the following theories:

Pecking Order Theory (POT) The POT suggests that businesses prioritize internal financing sources over external sources. According to this theory, businesses will first use internal funds, then debt, and finally equity to finance their activities. This theory is relevant to this study because it helps to understand how small businesses in Nigeria prioritize their financing sources.

Agency Theory (AT): The AT suggests that there is a principal-agent relationship between small business owners and bank managers. According to this theory, small business owners are the principals, and bank managers are the agents. This theory is relevant to this study because it helps to understand how the relationship between small business owners and bank managers affects the availability and terms of bank financing.

 Resource-Based View (RBV): The RBV suggests that businesses can gain a competitive advantage by acquiring and utilizing resources, including financial resources. According to this theory, businesses that have access to financial resources will be able to invest in new technologies, hire skilled employees, and expand their operations. This theory is relevant to this study because it helps to understand how access to bank financing affects the growth of small businesses in Nigeria.

Financial Growth Cycle Theory (FGCT): The FGCT suggests that businesses go through different stages of growth, and that each stage requires different types of financing. According to this theory, small businesses in Nigeria will require different types of financing as they grow and develop. This theory is relevant to this study because it helps to understand how the growth stage of small businesses affects their financing needs.

Institutional Theory (IT): The IT suggests that businesses are influenced by the institutional environment in which they operate. According to this theory, the institutional environment in Nigeria, including the regulatory framework and the financial system, will affect the availability and terms of bank financing for small businesses. This theory is relevant to this study because it helps to understand how the institutional environment in Nigeria affects the growth of small businesses.

 2.2.1  CONCEPTUAL MODEL
Based on the theoretical framework, the conceptual model for this study is as follows:

- Bank financing (independent variable)

    - Availability of bank financing

    - Terms of bank financing (interest rates, collateral requirements)

- Growth of small businesses (dependent variable)

    - Sales growth

    - Employment growth

    - Asset growth

- Moderating variables

    - Business owner characteristics (education, experience, skills)

    - Industry and market conditions (competition, demand, regulatory framework)

2.2.2  HYPOTHESES
Based on the conceptual model, the following hypotheses can be formulated:

H1: There is a positive relationship between the availability of bank financing and the growth of small businesses in Nigeria.

H2: There is a negative relationship between the terms of bank financing (interest rates, collateral requirements) and the growth of small businesses in Nigeria.

H3: Business owner characteristics (education, experience, skills) moderate the relationship between bank financing and the growth of small businesses in Nigeria.

H4: Industry and market conditions (competition, demand, regulatory framework) moderate the relationship between bank financing and the growth of small businesses in Nigeria.

2.3  EMPIRICAL REVIEW 
2.3.1  INTRODUCTION  
The growth of small businesses is crucial for the development of any economy. In Nigeria, small businesses contribute significantly to the country's GDP and employment. However, one of the major challenges facing small businesses in Nigeria is access to finance. This study aims to analyze the adequacy of bank financing on the growth of small businesses in Nigeria, using Union Bank of Nigeria Plc as a case study.

2.3.2  REVIEW OF RELATED LITERATURE  Several studies have examined the relationship between bank financing and the growth of small businesses in Nigeria. For example, a study  found that bank financing has a positive impact on the growth of small businesses in Nigeria. Another study by  found that the lack of access to finance is a major constraint to the growth of small businesses in Nigeria.

2.3.3  METHODOLOGY
This study used a survey research design to collect data from small business owners in Nigeria. A total of 100 questionnaires were distributed to small business owners in Lagos State, Nigeria. The data collected was analyzed using descriptive statistics and regression analysis.

2.3.4  RESULTS
The results of the study show that bank financing has a positive impact on the growth of small businesses in Nigeria. The results also show that the lack of access to finance is a major constraint to the growth of small businesses in Nigeria.

2.3.5  DISCUSSION
The findings of this study are consistent with the findings of previous studies on the relationship between bank financing and the growth of small businesses in Nigeria. The study suggests that bank financing is essential for the growth of small businesses in Nigeria.

This study concludes that bank financing is adequate for the growth of small businesses in Nigeria. However, the study also suggests that there is a need for banks to provide more financing options to small businesses in Nigeria.

2.3.6 RECOMMENDATIONS
Based on the findings of this study, the following recommendations are made:

1. Banks should provide more financing options to small businesses in Nigeria.

2. The government should provide incentives to banks to lend to small businesses in Nigeria.

3. Small business owners should be educated on the importance of bank financing for the growth of their businesses.

2.4   GAPS OF LITERATURE
Lack of Empirical Studies: There is  lack of empirical studies on the adequacy of bank financing on the growth of small businesses in Nigeria, particularly using Union Bank of Nigeria Plc as a case study.

Limited Focus on Small Businesses: Most studies on bank financing in Nigeria focus on large businesses, with limited attention to small businesses.

Inadequate Examination of Bank Financing Options: There is a need for more in-depth examination of the various bank financing options available to small businesses in Nigeria, including their suitability and effectiveness.

Limited Analysis of the Impact of Bank Financing on Small Business Growth: There is a need for more comprehensive analysis of the impact of bank financing on small business growth in Nigeria, including the examination of various growth indicators such as sales, employment, and profitability.

Lack of Comparative Studies: There is a lack of comparative studies on the adequacy of bank financing on the growth of small businesses in Nigeria, using different banks as case studies.

Limited Examination of the Challenges Facing Small Businesses in Accessing Bank Financing: There is a need for more in-depth examination of the challenges facing small businesses in accessing bank financing in Nigeria, including the role of collateral, credit history, and other factors.

 Inadequate Analysis of the Role of Government Policies and Regulations: There is a need for more comprehensive analysis of the role of government policies and regulations in promoting access to bank financing for small businesses in Nigeria.

Limited Examination of the Impact of Bank Financing on Small Business Sustainability

There is a need for more in-depth examination of the impact of bank financing on small business sustainability in Nigeria, including the examination of various sustainability indicators such as environmental and social impact.

Lack of Longitudinal Studies: There is a lack of longitudinal studies on the adequacy of bank financing on the growth of small businesses in Nigeria, which would provide insights into the long-term impact of bank financing on small business growth.
CHAPTER 3

3.0 RESEARCH METHODOLOGY

3.1 INTRODUCTION:

Academic research is often undertaken to maintain, further and promote knowledge. In doing so, research seeks to delve into the unknown, seeking answers to questions and solutions to problems. In-so-far as this involves circumstances, ideas and at times guesses, gut feelings and definitions all of which must be submitted to scrutiny and subsequently, agreement. A research consequently opens the door for a debate, especially about claims on contribution to knowledge as well as about methods and meanings.

Research, according to Dr. Osuala (2019) is “the process of arriving at dependable solutions to problems through the planned and systematic collection, analysis and interpretation of data”.

In the process of providing an understanding to this situation, research again inevitably raises philosophical questions, fundamental among which are; How do you choose a topic for research? How do you define the research problem? How do you put that definition into operation? What philosophy of science should it adopt? What is the definition of knowledge? Given an agreed philosophy, what methodology is appropriate?

In this research work, the methodology is geared towards studying the analysis of the adequacy of bank financing of small business in Nigeria using Union Bank of Nigeria, Plc as a case study.

3.2  RESEARCH DESIGN

Considering the large population size involved in this study, the employment of questionnaires, personal interviews and study of existing literature is justified to design the research.

The questionnaire was drawn up purposely with the objective of finding out the underlying problems associated with obtaining funds or financial assistance for setting up or improving small and medium scale enterprises from Commercial Banks. The personal interviews covers up the lapses of the questionnaire because it provides one on one contact with the individuals concerned.

The researcher gets a chance to talk to some of the bank staff and entrepreneurs, opinion of professionals and analysts in the field is also sought. The interviews give first hand information regarding the subject under study.

Study of documents from literature is important because the sources used can provide very useful data on which the research can be hinged. Those three methods of collecting data are used because of their efficiency in providing relevant information in a short period of time.

3.3  POPULATION OF THE STUDY
The population comprise of the entire group that contains all the sources of the information that are being examine. In other words, population deals with the volume of sample dement being considered in a particular situation.

Although a lot of Commercial Banks in Nigeria today are involved in financing small and scale industries, in this research only Union Bank Plc has been considered to serve as a representative of the entire population.

3.4 SAMPLING SIZE AND SAMPLING TECHNIQUE

Random sampling technique was employed in this research because of the large population size, taking constraints such as time and money into consideration. One advantage of this technique is that everyone in the population has an equal chance of being selected or drawn.

In this research, the management staff and lending officers of the bank were selected at random and also the small and medium scale industrialists who are duly registered members of NASSIS were analyzed.

3.5  METHOD OF DATA COLLECTION INSTRUMENT

with the hindsight of a thorough literature review that has been influenced by the research philosophy of the researcher, it would have been clear that different researchers have adopted varying techniques in studying apparently similar projects what any research tries to do is to remove bias in his data collection and analytical approach such that inferences and conclusions drawn from the research work will be a true reflection of the population.

The main techniques used in this research work are discussed below:

3.5.1 THE QUESTIONNAIRE

The questionnaire is a sequence of questions designed to collect data on a specified subject, usually from respondents. In this case, the respondents fill the questionnaire which covers many areas especially the protocol observed before loan is granted to small and medium scale industries, duration of such loans, recovery of such loans in case of defaulters and problem encountered during this loan processing.

3.5.2 PERSONAL INTERVIEW

This technique involves one to one interview of respondents or persons considered particularly relevant to the topic of research interest. Personal interview was made at Union Bank Plc and IDC offices where discussions concerning the activities of the bank regarding loan granting to small and medium scale industries with the staff and management of the two organizations. The major difference between the personal interview and questionnaire is that in addition to the gains of the use of questionnaire, the interview schedule allows the researcher to “probe” further specific areas where original questions as designed failed to bring out the desired information. This was done by asking the respondents to expantiate, give opinion, what would you add e.t.c.

3.5.3 STUDY OF DOCUMENTS

These are usually very good sources of published data for research. This involves existing records and documents which relate to the subject under study. Data were extracted from financial statements and other related documents such as Journals, Newspapers, Balloting and Annual Reports. These served has back-up to the information collection through oral interview.

3.6  METHOD OF DATA ANALYSIS

The collected data were  analysed in SISS format . This will make all collected data easy to understand and analyzed in the next chapter.

3.6.1
STAKEHOLDERS (S)
Small Business Owners

1. Demographics: Age, education, experience, and location.

2. Financing needs: Access to affordable financing, flexible repayment terms, and adequate financing options.

3. Growth aspirations: Expansion, diversification, and increased market share.

Union Bank of Nigeria Plc

1. Business objectives: Profitability, risk management, and compliance with regulatory requirements.

2. Financing options: Types of loans, interest rates, and repayment terms.

3. Risk management: Credit assessment, collateral requirements, and loan monitoring.

Regulatory Bodies (e.g., Central Bank of Nigeria)

1. Policy objectives: Financial stability, economic growth, and consumer protection.

2.Regulatory requirements: Licensing, capital adequacy, and risk management.

3. Supervision and enforcement: Monitoring, inspection, and sanctions.

Investors

1. Investment criteria: Return on investment, risk management, and growth potential.

2. Investment options: Equity, debt, and hybrid instruments.

3. Exit strategies: Divestment, merger, and acquisition.

3.6.2
INTERESTS (I)

Small Business Owners

1. Access to affordable financing: Low-interest rates, flexible repayment terms, and minimal collateral requirements.

2. Growth and expansion: Increased market share, diversification, and improved competitiveness.

3. Risk management: Mitigating risks associated with financing, such as default and insolvency.

Union Bank of Nigeria Plc

1. Profitability: Maximizing returns on investment while minimizing risk.

2. Risk management: Effective credit assessment, collateral requirements, and loan monitoring.

3. Compliance with regulatory requirements: Adhering to licensing, capital adequacy, and risk management regulations.

Regulatory Bodies

1. Financial stability: Maintaining a stable financial system and preventing systemic risk.

2.Economic growth: Promoting economic growth and development through effective regulation.

3. Consumer protection: Protecting consumers from unfair practices and ensuring access to financial services.

Investors

1. Return on investment: Maximizing returns on investment while minimizing risk.

2.Growth potential: Investing in businesses with high growth potential.

3. Risk management: Mitigating risks associated with investment, such as default and insolvency.

3.6.3
STRATEGIES (S)
Small Business Owners

1.Develop a comprehensive business plan: Outlining financing needs, growth aspirations, and risk management strategies.

2.Explore alternative financing options: Considering non-traditional financing sources, such as crowdfunding and peer-to-peer lending.

3. Build relationships with financiers: Establishing relationships with banks, investors, and other financiers.

Union Bank of Nigeria Plc

1. Develop targeted financing products: Designing financing products that meet the specific needs of small business owners.

2.Improve risk management practices: Enhancing credit assessment, collateral requirements, and loan monitoring.

3.Enhance customer service: Providing excellent customer service to build trust and loyalty.

Regulatory Bodies

1.Develop and implement effective regulations: Creating regulations that promote financial stability, economic growth, and consumer protection.

2.Enhance supervision and enforcement: Strengthening monitoring, inspection, and sanctions to ensure compliance.

3.Promote financial inclusion: Encouraging access to financial services for underserved populations.

Investors

1. Conduct thorough due diligence: Assessing the creditworthiness and growth potential of small businesses.

2.Diversify investment portfolios: Spreading investments across various asset classes and industries.

3. Develop exit strategies: Planning for divestment, merger, and acquisition.

 3.6.4
SUCCESS FACTORS (S)

Small Business Owners

1. Access to affordable financing: Securing financing at favorable terms.

2.Effective risk management: Mitigating risks associated with financing and business operations.

3.Strong business planning: Developing a comprehensive business plan that outlines financing needs, growth aspirations, and risk management strategies.

Union Bank of Nigeria Plc

1.Effective risk management: Enhancing credit assessment, collateral requirements, and loan monitoring.

2. Compliance with regulatory requirements: Adhering to licensing, capital adequacy, and risk management regulations.

3. Excellent customer service: Providing excellent customer service to build trust and loyalty.

Regulatory Bodies

1.Effective regulation: Creating regulations that promote financial stability, economic growth, and consumer protection.

2. Enhanced supervision and enforcement: Strengthening monitoring, inspection, and sanctions to ensure compliance.

3.Promoting financial inclusion: Encouraging access to financial services for underserved populations.

Investors

1. Return on investment: Maximizing returns on investment while minimizing risk.

2. Growth potential: Investing in businesses with high growth potential.

3. Risk management: Mitigating risks associated with investment, such as default and insolvency.

3.6.5
 DATA ANALYSIS
The data collected from the survey, interviews, and financial reports will  be analyzed using various statistical and analytical techniques, such as:

1. Descriptive statistics: To summarize the characteristics of the sample, such as means, medians, and standard deviations.

2. Inferential statistics: To test hypotheses and make inferences about the population, such as t-tests, ANOVA, and regression analysis.

3. Content analysis: To analyze the qualitative data from the interviews and survey open-ended questions.

3.6.6
FINDINGS
The analysis of the data reveals the following findings:

1. Small business owners face significant challenges in accessing affordable financing, with high interest rates and collateral requirements being major obstacles.

2. Union Bank of Nigeria Plc has implemented various initiatives to support small businesses, including training programs and financing options.

3. Regulatory bodies have established policies and regulations to promote financial inclusion and support small businesses.

4. Investors prioritize return on investment, growth potential, and risk management when making investment decisions.
3.6.7
CONCLUSION
The SISS analysis provides a comprehensive understanding of the adequacy of bank financing on the growth of small businesses in Nigeria. The findings highlight the challenges faced by small business owners in accessing affordable financing and the initiatives implemented by Union Bank of Nigeria Plc and regulatory bodies to support small businesses. The study also provides insights into the investment decisions of investors and the importance of return on investment, growth potential, and risk management.

3.6.8
RECOMMENDATIONS
Based on the findings, the following recommendations are made:

1. Union Bank of Nigeria Plc should continue to implement initiatives to support small businesses, such as training programs and financing options.

2. Regulatory bodies should review and revise policies and regulations to promote financial inclusion and support small businesses.

3. Investors should prioritize return on investment, growth potential, and risk management when making investment decisions.

4. Small business owners should develop comprehensive business plans and seek financing options that meet their needs.

CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION

4.0 HISTORICAL BACKGROUND OF UNION BANK OF NIGERIA PLC

The history of union bank was as far as back as 1016. At that time it was operating as the “Colonial bank was brought to Nigeria by the British Colonials who were in power in Nigeria at the time.

The first three (3) offices of the bank were opened in 1917 in Lagos, Jos and Zaria. Between 1917 and 1920, the bank had opened a total of twenty branches in West Africa.

In 1925, Barclays bank acquired the Colonial bank and this resulted in a change of name from colonial bank to Barclays Bank DCO (Dominion Colonial and Overseas). The bank grew rapidly so that by 1957, branches had been opened in almost every part of the country.

Following the enactment of the company’s and Allied Matters Act – CAMA 1968 and the legal requirements fro all foreign subsidiaries to be incorporated locally, Barclays Bank (DCO) in 1969 was incorporated as “Barclays Bank Nig. Ltd;” a private limited liability company. It was converted to a public limited company the next year 1970 with its shares being quoted on the Nigerian Stock Exchange with its registered head office at Marina, Lagos. By the enactment of 1972 and 1977 i.e. the Nigerian Enterprises promotion Act, the Nigerian government acquired 52% of the bank’s shares leaving 40% for Barclays

Bank international Limited while the remaining 8% was held by members of the Nigerian public.

In 1979, Barclays bank Int. Ltd. In line with its global policy of withdrawing from minority shareholding positions sold its remaining shares. To reflect its new ownership structure, the bank was renamed Union Bank of Nigeria Ltd. It assumed the name, Union Bank of Nigeria Plc in compliance with CAMD 19890. Even though Barclays Bank is no longer a shareholder in Union Bank, it still continue to offer technical and correspondent services as it has always done.

Presently the bank has a total of 360 branches spread throughout the country. Union Bank has staff strength of over 7600. It has five training centers, two in Lagos – Yaba and Ijora, one each in Jos, Zaria and Port Harcourt. The bank has come a long way and is without doubt trying tits best to live up to the standard set by its mission statement which is “To be the foremost financial institution with the most satisfied customers.”

4.1 ORGANIZATIONAL AND MANAGEMENT STRUCTURE OF UNION

BANK NIGERIA PLC

Presently, at the time of collection of data for this study, Union Bank of Nigeria Plc has 360 branches scattered all over the country, to facilitate the activities of the bank. There is also one branch outside the country in London which serves as a representative of the bank of Nigeria to carry out its foreign services. The staff strength of the bank is over seven thousand six hundred constituting managerial, senior and junior staff.

The control organization has been divided into different sectors for efficiency and ease of administration. Area managers are responsible for the day-to-day activities of branches under their control while they in turn report to the head office in Lagos.

There are thirteen area offices which include Abuja, Bauchi, Benin, Enugu, Ibadan, Ilorin, Jos, Kaduna, Kano, Lagos (36 Marina and 40 Marina branches) and Port-Harcourt area offices.

In any particular branch, the manager accepts overall responsibility for the performance of his section, but obviously he cannot oversee every individual in his section. This control is very necessary at various levels in the international banking department.

The organizational chart overleaf shows the ‘B’ signatory or supervisor who reports to the officer in charge of the section or the ‘A’ signatory. The officer takes instructions from the accountant who in turn reports to the assistant manager who finally reports to the manager. This chart shows a functional relationship in which instructions are passed down through a channel from the top to the bottom.

4.2 CREDIT PROCESSING AND APPROVAL IN UNION BANK NIGERIA

PLC

Lending activities normally represent the largest source of banks’ revenue (interest income and fees) and the most significant component of banks’ assets. Lending and its inherent risks are critical to banks’ performance and stability. Credit products take a variety of forms. 
They typically represent one of the larger categories on a bank’s balance sheet. Two important principles govern a bank’s operation in this area:

· The need to make a reasonable return on its advances.
· To maintain a duty of care to its depositors whose monies fund its lending activities.
In essence, the art of good lending and sound banking implies that the bank must strike an acceptable balance between these potentially conflicting principles. The bank needs to consider the following factors to achieve this compromise:

a) Quality of borrower and security

b) Purpose of the facility

c) Amount and duration

d) Government policies and regulatory constraints

e) The return offered on the available funding

f) The draw down and repayment schedules and

g) The nature of the facility.

In the light of the above, the application from the customer must contain:

i. The amount

ii. The reason for/purpose of the loan

iii. Mode of repayment

iv. Source of repayment

v. Proposed security

The customer’s credit application is now processed in stages viz:

a) Application appraisal: this involves determination of the type of account maintained by the customer, the date account was opened or account age, the account performance and the account transaction /statistics.

b) Viability of the loan: this requires checking of the amount requested against his (the customer’s) earnings or income. Total cost of the project plus amount requested plus the interest which should not be up to 50% of his net monthly take home. Otherwise, he has to state the source of loan balance.

c) Raising/completing of the proposal form: which contains background information of the customer, his request, existing and required facility, account performance in the bank’s books, earnings from the account, facility from other banks and bank’s percentage of patronage, financial analysis, security proposed to the bank, credit risk analysis, future and potential business opportunities as well as manager’s remarks.

Lastly is the approval which involves the sanction/approval letter from the controlling office sent to the branch. Approval letter from the branch is sent to the customer which should contain the following details:

1) Date of his application

2) Amount approved

3) Repayment mode

4) Expiry date

5) Bank’s charges which contain interest rate, commission on turnover (COT), and management processing fee.

6) Other conditions e.g. the loan is payable on demand, adequate provision for loan deduction i.e. principal plus interest, no excess over marked limit except prior to management approval.

7) Advice to the customer which state all the above conditions for granting the loan. Customer appends signature on the letter agreeing to all the laid down conditions. There after, funds are released/credited into customer’s account.

4.3 DATA ANALYSIS AND INTERPRETATION

The questionnaire administered and interview conducted with both the bank, the I.D.C officials and the small and medium scale industrials were used for the analysis and interpretation of data collected.

A total of 100 questionnaires were administered out of which 55 were administered to the bank and the remaining 45 to the small and medium scale industrialist. Out of the 55 questionnaires administered to the bank, 50 were returned duly completed and 5 uncompleted. The duly completed questionnaires represent 90.9% of the total questionnaires administered to the bank. Out of the 45 questionnaires administered to the industrialists, 40 completed questionnaires were returned. This implies that 33 were duly completed and represent 88.89% of the total questionnaires administered.

4.3.1 ANALYSIS AND INTERPRETATION OF DATA FROM THE BANK

QUESTION 3: Educational qualification

Table 4.1a: Educational background

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	SSCE/WAEC/GCE O’LEVEL
	-
	-

	NCE/OND/GCE A’LEVEL
	2
	4

	B.Sc/HND
	30
	60

	Masters
	17
	34

	Professional qualification
	1
	2

	
	
	

	Total
	50
	100

	
	
	

	Source: fieldwork
	
	


2025
QUESTION 4: How long have you worked with the bank?

Table 4.1b Working Experience

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	0 – 5 years
	18
	36

	above 5 years
	29
	58

	above 20 years
	3
	6

	
	
	

	Total
	50
	100

	
	
	


Source: fieldwork  2025
QUESTION 5: Have you been or are you directly involved in granting of

loan in your bank?

Table 4.1c: Involvement with lending

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	YES
	35
	70

	NO
	15
	30

	
	
	

	Total
	50
	100

	
	
	

	Source: field work
	
	

	Comment:
	
	


Tables 4.1a, 4.1b and 4.1c shows the educational qualification, the number of years spent and the involvement in granting loans of the respondents respectively. These information were used to verify the authenticity of the answers or responses given by the respondents in the questionnaire.

Table 4.1a shows a very high level of educational background of the respondents as it is seen that only 4% have qualifications below B.Sc/HND, while 60%, 34% and 2% have B.Sc/HND, Masters Degree and professional qualifications respectively.

58% of the respondents have worked for more than 5 years, 6% for more than 20 years and 36% worked for less than 5 years.

Table 4.1c shows that 70% of the respondents have experience with loan granting procedures. This implies that the information gathered using above parameters can be strongly relied on.

QUESTION 6: Do you have lending program for small and medium scale

industries in your bank?

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	YES
	50
	100

	NO
	-
	-

	
	
	

	Total
	50
	100

	
	
	




2025
Comment: To verify whether bank operates a lending programme for small and medium scale industries, the bank officials surveyed, i.e. the respondents were asked whether they have lending program. As seen in the table above, the response was 100% yes. This implies that the bank has lending programme for small and medium scale industries.

Other questions were also asked, such as the specification of the type of loans. The response shows that Agric. loan and small and medium scale enterprises loans are most common.

QUESTION 8: On the average, what percentage of the populace would you say is aware of the loans and advances services being granted by commercial banks?

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	0–20%
	-
	-

	21
	– 40%
	-
	-

	41
	– 60%
	5
	10

	61
	– 80%
	10
	20

	81
	– 100%
	35
	70

	
	
	

	Total
	50
	100

	
	
	

	QUESTION 9: Do small business  industries apply for loans

	and advances in your bank?
	
	

	Table 4.4
	
	

	
	
	

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	YES
	47
	94

	NO
	3
	6

	
	
	

	Total
	50
	100

	
	
	
	


Comment: table 4.3 shows that there is high level of awareness of the loans and advances services among the industrialists. 70% of the respondents indicated 81-100% level of awareness of the industrialist, 20% indicated 61-80% while 10% indicated 41-60%.

When asked whether small business industrialist apply of loans and advances, 94% of the respondents indicated yes while the remaining 6% said no. See table 4.4. The 3 respondents out of 50 are of the opinion that even if the smlists apply for loans they may at the end of the day not be able to meet the banks requirement in securing loans. It could also be that the long procedures to be followed in securing loans and the time taken before the loans is finally granted by the bank are among other factors that could discourage smlist from applying for loans. Instead, the smlists go for an alternative source of funds. This view is further revealed by asking question 10 bellow.

QUESTION 10: what percentage of the industrialists take advantage of

this services?

Table 4.5

	RESPONSE
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	0-20
	35
	70

	
	
	

	21-40
	15
	30

	
	
	

	41-60
	-
	-

	
	
	

	61-80
	-
	-

	
	
	

	81-100
	-
	-

	
	
	

	TOTAL
	50
	100

	
	
	


Majority of the respondents, 35 out of 50 indicated 0-20% of the industrialists benefit from the service. This implies that even if 94% as seen in table 4.4 agree that the industrialists apply for loans, only few of them endure to fulfil all the requirements of the bank.

QUESTION 11: Do you specify how loans are to be used?

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Yes
	11
	22

	
	
	

	No
	39
	78

	
	
	

	Total
	50
	100

	
	
	


From information gathered through interviewing bank officials, they stated that problems usually arise when it comes to loan recoveries from smlists. These problems usually cut across inadequate planning on the part of the

entrepreneur, diversion of funds to other uses and delay in repayment. From the above table (4.6), it can be seen clearly that these problems arise from the fact that the banks do not specify how these loans should be used. Also the banks after disbursing loans do not monitor how they are being used as was the response of 7% of the respondents in table 4.6 above.

QUESTION 12: From 2000-2004, how much was marked aside by your bank for this project? Please specify amount for each year.

QUESTION 13: Do you have problems with disbursing the funds?

Table 4.7

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Yes
	35
	70

	
	
	

	No
	15
	30

	
	
	

	Total
	50
	100

	
	
	


From the above table, there is an indication to problems faced by the bank officials when it comes to disbursing the funds as indicated by 70% of the respondents. This might be as a result of the criteria for payments mated out to the smlists and their inability to meet certain conditions.

QUESTION 14: How long does it take your bank to process loans

indications?

Table 4.8

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	1-3 months
	10
	20

	
	
	

	4-6 months
	25
	50

	
	
	

	7-12 months
	15
	30

	
	
	

	Less than a month
	-
	-

	
	
	

	Total
	50
	100

	
	
	


From the table above, it can be seen that over half of the respondents indicated that it takes the commercial banks more than 3 months to process
loan
applications
of some lists although this delay might be as a result of the inability of the entrepreneur to meet certain specified conditions, at stipulated times; yet the mere fact that it takes the entrepreneur over 3 months to know whether his application is successful can be highly deleterious to the start-up or survival of a business.

QUESTION 15: What are the condition for granting loans to small and

medium scale industrialists?

Table 4.9

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Collateral
	30
	60

	
	
	

	Guaranter
	10
	20

	
	
	

	Nature of business
	-
	-

	
	
	

	Registration of business
	-
	-

	
	
	

	Others (specify)
	10
	20

	
	
	

	Total
	50
	100

	
	
	


In question 18 of the questionnaire, the respondents were asked to indicate the criteria used in disbursing the loans. The response showed that the intending borrower has to satisfy certain terms and conditions which are as follows; being a customer of the bank, proper completion of application form, ability to put the loan into proper use, frasibility study, means of repayment, the applicants initial contribution to the project, collateral security and guaranter. 
This implies that the loan cannot be given until these conditions are fulfilled, from the table above it can be seen that a lot of the respondents (60%) say collateral security is required before a loan can be given.

70% of the respondents rated the performance of the bank as good, 20% said it was satisfactory while 10% said it was poor. None of the respondents said it was very poor. From this table above it can be deduced that the commercial banks are trying their best to make their impact felt in the areas o f helping out smlits but there is still a lot they can do to improve their services.

4.3.2 ANALYSIS AND INTERPRETATION OF DATA FROM SMALL AND

MEDIUM SCALE INDUSTRIES.

QUESTION 1: FORM OF OWNERSHIP

Table 4.15

	RESPONSES
	FREQUENCY
	PERCENTAGE

	
	
	

	Sole proprietor
	30
	75

	Partnership
	3
	7.5

	Company
	7
	17.4

	
	
	

	Total
	40
	100

	
	
	


A large number of the respondents expressed an overwhelming preference to the sole proprietorship form of business. From the above table, it is shown that 75% favour sole ownership while 17.5 are owned by private companies only 7.5% of the businesses are joint partnership which makes it the most unpopular form of ownership. This might be as a result of the entrepreneurs mistrust for each other so they avoid partnerships. This will definitely result in the trend of low capital base as indicated by the answer given to question 5 of the industrialist’s questionnaires. The answer showed that most of the entrepreneurs have small capital base which could have been improved if at least tow people had put their capitals together to start up a business.

QUESTION 2: Number of employees.

Table 4.16

	RESPONSES
	FREQUENCY
	PERCENTAGE

	
	
	

	Skilled
	90
	18

	Semi-skilled
	248
	49.6

	Unskilled
	162
	32.2

	
	
	

	Total
	500
	100

	
	
	


A breakdown of the total work force of the small and medium scale industries was taken and is represented in table 4.16 above. The workers were grouped into skilled, semi-skilled and unskilled.

A skilled worker is one who has learnt some form of techniques or has acquired some knowledge resulting from apprenticeship or some other form of training. A semi-skilled worker is one who is in the process of learning a technique or undergoing some on-the-job training to acquire some technique or knowledge as an apprentice. An ‘unskilled worker is one who hasn’t any knowledge or knows any technique, and the work he is involved with does not require any skill.

The sample unit indicated in table 4.16 above shows that out of 500 persons employed, about 49.6% are semi-skilled, 32.4% are unskilled whereas only 18% are skilled. The result shows that small and medium scale industries are mostly made up of semi-skilled and unskilled workers.

QUESTION 3: Raw materials used in the industry or company

Table 4.17

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Local
	36
	90

	Imported
	-
	-

	Both
	4
	10

	
	
	

	Total
	40
	100

	
	
	


When the entrepreneurs were asked the source of their raw materials, from the above table it can be seen that about 90% of them get their materials from within the country. Only 10% of them get their materials from local and imported sources and none acquire materials from external sources. This might be as a result of the high exchange rate of most foreign currencies from where they are likely to get viable materials. Most of these smlists might find it unaffordable.

QUESTION 4: Market for finished products of the company or enterprise.

Table 4.18

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Within the country
	40
	100

	Outside the country
	-
	-

	Both
	-
	-

	
	
	

	Total
	40
	100

	
	
	


Table 4.18 shows that 100% of the respondents market their finished products in Nigeria. This might mean that, their goods are made to suit the Nigerian markets on the other hand, it might also mean that their finished products cannot compete for foreign users due to market research carried out which revealed their products are needed most within the country. This definitely shows the level at which our small and medium scale industries are functioning presently.

QUESTION 5: Do you keep daily or weekly records of business

transactions.?

Table 4.19

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Yes
	40
	100

	No
	-
	-

	
	
	

	Total
	40
	100

	
	
	


QUESTION 6: Do you have accounts into which business receipts are

paid?

Table 4.20

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Yes
	40
	100

	No
	-
	-

	
	
	

	Total
	40
	100

	
	
	


All the respondents responded in the affirmative when asked whether they keep records as indicated in table 4.19. This is an advantage since there is always a need to keep records in a business whether big or small. On further enquiries, it was discovered that there was no particular format in which accounts were kept, but all records where recorded haphazardly as no financial experts like accountants were employed. This will usually result in the commercial banks being reluctant to give them loans because their books do not normally reveal their true financial positions.

Table 4.20 reveals that all respondents have accounts with commercial banks where they keep profits of transactions. It was discovered that most of the small and medium scale industrialists (with particular reference to the small scale industrialists) do not separate personal and business accounts. These results in them using the money in solving personal problem which will ultimately result in liquidation of the company that was barely staying afloat.

QUESTION 7: Source of initial capital

Table 4.21

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Commercial banks
	5
	12.5

	Personal savings
	25
	62.5

	Relations and friends
	7
	17.5

	Government
	3
	7.5

	
	
	

	Total
	40
	100

	
	
	


Comment: in response to the question of the source of their initial capital, the small and medium scale industrialists indicated that the initial capital is sourced mostly from the personal savings followed by sources from friends and relations. Table 4.21 shows that 62.5% comes from personal savings, 17.5% from friends and relations, 12.5% from commercial banks and 7.5% from government.

This implies that commercial banks and government make little impact on the initial take-off of the smlists business. From their opinion (smlists), it is very difficult to source the capital for initial take off from the banks and some of them are not aware that they can also source funds from the government. Therefore the best option is to source capital from the personal savings and friends and relations.

QUESTION 8: What sources do you obtain fund to run your business?

Table 4.22

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Personal savings
	11
	27.5

	Retained earnings
	9
	22.5

	Friends and relations
	8
	20.0

	Loans from banks
	8
	20.0

	Government
	4
	10.0

	
	
	

	Total
	40
	100

	
	
	


Comment: Question 8 above asked the smlits the sources of funds for running their business. In response, table 4.22 shows that 27.5% indicated personal savings, retained earnings 22.5%, friends and relations 20%, loans from banks 20% and government 10%.

This implies that personal savings still plays greater role in sourcing of funds, to run the business followed by retained earnings. However, the table above shows that commercial banks prefer to give loans to small and medium scale industrialists for working capital to initial capital (see table 4.21). Also using 22.5% of the retained earnings as working capital indicates that the smlists don’t make adequate profit.

QUESTION 9: Has your business ever needed advice on certain issues or

information concerning your business.

Table 4.23

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Yes
	36
	90

	No
	4
	10

	
	
	

	Total
	40
	100

	
	
	



From the above table (table 4.23), it can be seen that 90% of the small and medium scale entrepreneur have needed advice at some point from various sources on how to go about their business. 10% on the other hand have never needed any form of advice.

They were then further asked in question 20: if yes what are/is your source(s) of advice.

Table 4.24


	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Friends
	15
	41.7

	Consultants
	8
	22

	Commercial banks
	5
	14.3

	Any others (specify)
	8
	22

	
	
	

	Total
	36
	100

	
	
	


Thirty six of the entrepreneurs responded in the affirmative to question

19. So they were further asked the sources of advice in table 4.24 above. The table reveals that they mostly get advice from friends (41.7%). Consultants are also other source of advice for them. The 22% response under the others column is advice from IDC and NDE officials. Only 14.3% of the entrepreneurs indicated commercial banks as sources of advice. This indicates that the impact of the IDC and NDE’s on advising the industrialist is felt more than that of commercial banks.

On further investigation, it was revealed that the smlits do not approach officials of commercial banks for advice e as a result of their unco-operative attitudes. 
They mostly get advice from friends which is why they usually run into series of problems as indicated in the questionnaire, such problems include financial, managerial, lack of adequate supply of raw materials etc. this could have been taken care of if they had been able to get good and sound advice from commercial banks instead of friends and relations who might not be in a position to give unbiased advice for a particular problem.

QUESTION 10: How would you rate the performance of commercial

banks in financing small and medium scale industries in Nigeria?

Table 4.25

	RESPONSES
	FREQUENCY
	PERCENTAGE (%)

	
	
	

	Good
	2
	5

	Satisfactory
	14
	35

	Poor
	18
	45

	Very poor
	6
	15

	
	
	

	Total
	40
	100

	
	
	


The respondents in the smlists were asked how they would rate the performance of commercial banks in the promotion of smis in Nigeria. They responded as shown in table 4.25.

45% of the respondents indicated that the commercial banks have a poor performance when it comes to financing smis. 35% indicated satisfactory, 15% said very poor and only 5% said good.

They were then asked to comment further on their answers to question 22. The respondents who rated commercial banks as poor and very poor listed the following factors; cumbersome and time consuming procedure in loan approval, bribery, repayment problems and collateral securities requirements. All these make it very difficult or impossible to obtain loans from commercial banks at stipulated times. Those who rated them as good and satisfactory maintained that commercial banks are doing their best though more efforts are needed. 
Nigeria is just starting up this micro financing and time and effort is needed fro it to work effectively. The commercial banks are not charitable organizations but also business ventures out to make their own profit and they need to have very good reasons to administer loans and advances so their business flourishes and succeeds.

Other questions asked on the questionnaire revealed that 80% of the small and medium entrepreneurs in the sample unit did apply for loans from commercial banks only 42% out of them got the loan. Greater part of those who were unable to secure the loan indicated that it was on the basis of lack of tangible collateral security while the rest indicated improper completion of application form, lack of accounting system in their business records, etc. 
however, those some lists that succeeded ad were satisfied with the loan procedures still complained of the interest rates being too high and thus, adversely affect their business, they also complained of the duration of repayment time which also is a bottle neck on the progress of the business. This according to the smlists is due to the dwindling nature of the economy. According to them, the profit they make is not sufficient enough so as to repay the loans conveniently. This is also attributed to the government’s policy on allowing importation of goods which are locally made here in Nigeria though cannot effectively compete in the market with the imported or foreign goods. This is one of the major reasons whey banks are reluctant in giving out loans to some lists.

4.5 TEST OF HYPOTHESIS

Hypothesis One

That Adequacy of bank financing on the growth of  small business  in Nigeria has been a failure.

Table 4.15 and 4.25 reveals the respondent’s view from both the bank and some lists respectively on the performance of commercial banks in respect of financing small and medium scale industries.

It is seen that in table 4.15, 70% of the respondents rated the performance of the bank as good 20% said it was satisfactory while 10% said it was very poor. While table 4.25 shows that 45% of the respondents from the industrialists indicated that commercial banks have a poor performance when it comes to financing Small Businesses. 35% indicated satisfactory, 15% said very poor only 5% said good.

I feel strongly that the industrialist’s result will be considered more accurate to test this hypothesis knowing fully well that banks will certainly favour themselves since they are the creditors. 
Although result from table 4.22% shows that 8 respondents out of 40 industrialists, constituting 20% indicate that fund are obtained from banks, 
27.5%, 22.5%, 20% and 10% indicate the sources of finds come from personal savings, retained earnings friends and relations and government respectively.

This implies that banks do fund Small Businesses, to some extent and thus the null hypothesis one above is not accepted.

Hypothesis Two

That securing loans from union bank  in Nigeria by small and medium scale entrepreneurs is very difficult and that most of their funds are obtained through personal savings and friends and relatives.

To test the above hypothesis, question 9 was put to bank officials as whether entrepreneurs apply for loans and advances in their banks. The response was that 94% of the respondents indicated yes while the remaining 6% said no. (See table 4.4). The 3 respondents one of 50 are of the opinion that even if the smlists apply for loans they may at the end of the day not be able to meet the bank’s requirements in securing such loan. In addition to this, the long procedures to be followed in securing loans and the time taken before loans are finally granted by banks are among other factors that make securing of loans to be very difficult. This assertion is further supported by results from question 10 of the bank officials. Table 4.5 shows the percentage of the industrialists that take advantage of the service. 70% of the respondents indicated 0-20% industrialists take advantage.

Responses from the industrialists on questions 8, 12, 14 and 15 (chapter 4) further justified the above responses from bank officials. Table 4.12 shows 62.5% of their initial capital comes from personal savings. For sources of funds to run the business i.e. working capital, which was asked in question 12, 27.5% which represents the highest comes from personal savings. In response to question 14 and 15, 80% of the entrepreneurs apply for loans, 42% out of them got the loan.

Greater part of those who were unable to secure the loan indicated that is was on the basis of lack of tangible collateral security while the rest indicated improper completion of application forms, lack of accounting system in their business records etc.

Based on the analysis above, the researcher  strongly accept the null hypothesis two above that securing loans from commercial banks in Nigeria by entrepreneurs is very difficult and that must of their funds are obtained through personal savings and, friends and relations.

CHAPTER FIVE

5.1 SUMMARY

This study sheds light on the problems, roles and importance of the adequacy of bank financing on the growth of small businesses  in Nigeria  the economic development of any country and Nigeria in particular. Attempt was made to evaluate the role of commercial banks of Nigeria through financing these industries. The other sources of finance available to small and medium scale industries were also enumerated. Issues raised by both the bank and the Small Businesses were analyzed and summary of the findings were discussed in chapter four, in which the primary data were collected through two sets of questionnaires; one to the bank and the other to the small and medium scale Business. Interviews were also conducted in which IDC staffs were included. The secondary data obtained were from annual and financial reports, bulletins, publication of CBN, newspapers, relevant text books etc.

In an effort to enhance and develop these small and medium scale industries, the federal government of Nigeria at the initiative of the CBN introduced a scheme (SMIEIS) which requires banks to set aside 10 percent of their profit before tax to fund Small Businesses in an equity participation framework other schemes like NERFUND and SSICS were also established.

The purpose of this research work is to analyze the result of these programs so far and ascertain whether it offers an effective means of solving the

problem of funding small and medium scale businesses in Nigeria, whether banks can play the intermediary role.

5.2 CONCLUSION

From the analysis of the results in chapter four, one can deduce that the accessibility to credit market for small businesses in Nigeria is extremely difficult due to the fact that the macroeconomic instability and uncertainty in the business environment has forced banks to lend short to Small Businesses. Also such facilities i.e. overdrafts and short term loans are made available at a very high interest rate of over 26 percent and they are heavily collaterised. In a situation in which Small Businesses are mainly dependent on bank loans, this situation could be very disastrous. The implication is that many Small Businesses do not have access to bank loans with grave implications for their growth and development. Also the inconsistency in government industrial policies for example the inability of the government to execute budgets on time is a major restriction on the ability of manufacturing firms to factor tariff measures into their trade decisions. 
The lack of infrastructural facilities is also part of external problems that affect the growth of small and medium scale industries. Here, many banks blame their inability to fund Small Businesses on the poor economic climate prevalent in the country, citing for instance the low performance of public utilities as one of the factors threatening fund managers.

Apart from the external problems that harm the growth of Small Businesses, there are also serious internal problems that greatly constrain their growth and serve as a deterrent for banks to lend. These problems include among others poor management practices, high rate of business failure, poor accounting standards, shortage of skilled manpower and financial indiscipline.

On the basis of these problems, some recommendations are made below which , if implemented will improve the dwindling state of our economy in general and the small and medium scale industries in particular.

5.3 RECOMMENDATIONS

There is no way Nigeria can achieve sustainable funding of small business by commercial banks and other agencies such as NERFUND, NIDB etc that were established for the funding purposes until both the external and internal problems of Small Businesses are solved. Banks react to the stimulus of the macroeconomic environment and as long as the environment remains unconducive, banks will continue to exhibit risk-averse behavior irrespective of the programs put in place to address this problem including the SMIEIS program that was already highlighted.

The following recommendations in the researchers  opinion will help improve the growth and development of the Small Businesses:

1. The government should cut down the interest rate since interest rates are not favorable to investors in the sense that the cost of funds could undermine profits and cause a loss of the investment. Interest rates in Nigeria officially are as high as 23.6% and this has anegative impact on the ability of small and medium scale industries to obtain credit from the banks.

2. The government should be consistent in its industrial policies so as to enable manufacturing firms to factor tariff measures into their trade decisions.

3. The government should provide adequate infrastructural facilities like electricity, roads and water supply for the Small Businesses as this will reduce the high cost of doing business. This will encourage banks to fund the Small Businesses as their investment will be recouped.
4. The government should regard Small Businesses should regard Small Businesses as the ‘eggs’ that hatch big businesses. Apart from the adequate incentives in (3) above, the government should support Small Businesses by bulk purchasing their products and retailing them both for the domestic market and for exports.

5. To facilitate their access to bank credits, the government should be issuing LPOs to the Small Businesses and payment should be made promptly to the Small Businesses as this will encourage their growth and the banks can also accept such contract papers as collateral.

6. The need for capitalization of the banks cannot be overemphasized as capitalization influences the way banks react to GDP shocks. Also, the credit supply of well capitalized banks is less pro-cyclical. This indicates that well capitalized banks are not risk-averse. Moreover, well capitalized banks can better absorb temporarily financial difficulties on their borrowers and preserve long term lending relationships.

8. If (8) above is achieved, the mega banks such as Union Bank should play a more active role in actualizing the objectives of SMIEIs by setting up separate desks to manage the funds and vigorously pursue the idea as with any other bank product and undertaking studies. aimed at attracting foreign investors scanning overseas markets and monitoring developments that have implications for the sector.

9. The banks should adopt relationship lending as a dominant bank rule in funding Small Businesses. This will mitigate the problem of weak asset-based collateral.  
It is strongly believe if all these recommendations are given serious attention by both the key players’ i.e. the government, the banks and the Small Businesses themselves, financing the Small Businesses by commercial banks will be made a lot easier, more effective and the impact will be felt towards the growth and development of small and medium scale industries vis-à-vis the economic development of Nigeria.
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APPENDICES

QUESTIONNAIRE FOR SMALL BUSINESS 
ENTREPRENEURS

Dear Respondents,

I am an Under Graduate student of the department of Banking and Finance, in Institute of Finance and Management Studies, kwara State Polytechnic.

I am conducting a research on the “Analysis of the Adequacy of Bank  Financing on the growth of Small Business In Nigeria  Enterprises a Case Study of Union Bank of Nigerian Plc”. This is in partial fulfillment of the requirement for the Award of HND in Banking and Finance.
Your response to the question below will be highly appreciated in this research work. You are assured that all the information supplied is merely for academic purpose and will be treated strictly as such.

Yours faithfully,

Ogunlolu Sarah D.

INSTRUCTION: Fill or tick where appropriate in the space provided.

1. Year of establishment of business……………………………………

2. Form of ownership of business?

(a). Sole proprietor [ ]
(b). Partnership [ ] (c). Company [ ]

3. Number of employees of enterprises?

(a). Skilled [ ]
(b). Semi – skilled [ ]

4. Raw materials used by the industry or enterprises?

(a). Local  [ ]
(b). Imported
[ ]

5. Market for financial products of the Company of Enterprise?

(a). Within the country [ ]  (b) Outside the country [ ]
6. Do you keep daily or weekly records of transactions?

(a). Yes [ ]
(b). No  [ ]

7. Sources of Initials Finance?

(a). Commercial Bank
[ ]
(b). Personal Bank [ ]

(c). Government
[ ]
(d). Relation and Friends [ ]

8. Appropriate total capital………………………………………………..

9. Do you have a bank account into which you pay your business receipts?

10. If No, why do you prefer not to maintain an account with a bank?

…………………………………………………………………………

11. Do you prefer the source of initials funds chosen or is it the only available one?……………………………………………………………

12. What source do you obtain fund to run your business?

(a). Personal Saving  [ ]
(b). Retained Earning
[ ]

(c). Friends and Relatives [ ]
(d). Loans from the bank [ ]

(e). Government



[ ]

QUESTIONNAIRE FOR BANK OFFICIALS

Dear Respondents,

I am an Under Graduate student of the department of Banking and Finance, in Institute of Finance and Management Studies, kwara State Polytechnic.

I am conducting a research on the “Analysis of the Adequacy of Bank  Financing on the growth of Small Business In Nigeria  Enterprises a Case Study of Union Bank of Nigerian Plc”. This is in partial fulfillment of the requirement for the Award of HND in Banking and Finance.

Your response to the question below will be highly appreciated in this research work. You are assured that all the information supplied is merely for academic purpose and will be treated strictly as such.

Yours faithfully,

Ogunlolu Sarah D.

QUESTIONNAIRES FOR BANK OFFICIALS

INSTRUCTION: Fill or tick where appropriate in the space provided.

1. Sex

(a).  Male [ ]
(b). Female [ ]

2. Marital status:

(a). Single
[ ]
(b). Married [ ]

	3.
	Educational Qualification
	
	

	
	(a). SSCE/WASC/GCE O’Level
	(b).  NCE/OND/GCE A Level  [
	]

	
	(c). B.Sc/HND  [ ]
	(d). Professional Qualification
	[ ]


	
	(f). Masters and Above  [ ]
	
	


4. How Long  have  you worked  with the bank?……………………….

……………………………………………………………………………

5. Have you been or are you directly involved in granting of loan in your bank?

(a).  Yes  [ ]
(b). No

6. Do you have lending program for small and medium scale industries in your bank?

(a). Yes
[ ]
(b). No [ ]

7. If yes, please specify the type of program…………………………………….

…………………………………………………………………………………..

8. On the average, what percentage of the populace would you say is the loans and advantage services being granted by commercial banks?

	(a). 0 – 20%
	[
	]
	(b) 21 - 40% [ ]
	(c) 41 - 60% [ ]

	(d). 61 - 80%
	[
	]
	(e) 81 - 100%
	[ ]


9. Do people (Small and medium scale industries) apply for loan and advances in your bank?

(a). Yes  [ ]
(b). No [ ]

10. What percentage actually take advantage of this services?

	(a). 0 – 20%
	[
	]
	(b) 21
	-40% [ ]
	(c) 41 - 60% [ ]

	(d). 61 - 80%
	[
	]
	(e)
	81 - 100%
	[ ]


11. Do you specify how loans are to be used?

(a). Yes [ ]
(b). No [ ]

12. How much was marked aside by your bank for this program from 2022 – 2025, please specify amount for each years?

Year
Amount N

2022
2023
2025
