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CHAPTER ONE
INTRODUCTION
1.1	Background of the Study
The satisfaction of any government is the triumph of an advanced level of development in such a way that its citizens would derive natural accessory to governance. However, for a nation to be in a phase of development there must be some prerequisites, which include socio-political and economic stability.
Practitioners and scholars have long believed that small and medium scale enterprises (SME's) performance are very critical to the development of any economy. The important role SMEs play in the development of the economy of any nation is even more evident when the economy of developing nations like Nigeria is considered. The performance and growth of SME's is a major driver and indices for the level of industrialization, modernization, urbanization, gainful and meaningful employment for all those who are able and willing to work. It also encourages income per capital, equitable distribution of income, and the welfare and quality of life enjoyed by the citizenry according to Aremu and Adeyemi (2016).
The Nigerian economy is dominated by SME's in agriculture, manufacturing, commerce and industry services. Hence, the historical background of SME's in Nigeria can be traced back to 1946. Ever since, SME's have gained prominence and mention as a seed bed of innovations, inventions and employment generation or creation (Aremu and Adeyemi, 2016). SMEs in Nigeria are seen as the backbone of all economies and are a key source of economic growth, dynamism and flexibility. Hence, SME's play a very important part of the Nigerian economy as a study by the IFC show that approximately 96% of Nigerian businesses are SME's. 
SME's represent about 90% of manufacturing and industrial sector in terms of number of enterprises in Nigeria however, in spite of the fact that the SME's constitute more than 90% of Nigerian businesses, their contribution to GDP is proven to still be considerably very low (Oyelarin-Oyeyinka, 2015).
Therefore due to the non-delivery of satisfactory results from SME development, the Nigerian government enacted laws governing the conduct and financing of SME's by other sectors of the economy and not solely the government alone. The government imperatively identified other institutional arrangements that could provide a more satisfactory financing to SME's. One of such institutions was the deposit money banks (DMB's).As a result, it became imperative for DMB's in the country to dedicate a certain percentage of their resources to the financing of SME'S in Nigeria. 
DMB's which are also known as commercial banks are financial institutions that provide financial services such as the acceptance of deposits and the granting of loans facilities to their varied customers. Accordingly, they act as financial intermediaries to channel depositors' money to firms and individuals who seek loan facilities. Their importance as a catalyst to economic growth/development is widely recognized by both monetary and development. The financial system of Nigeria is dominated by the banking sector especially the DMB's which provides the foundation for the development of financial system. Their credit component constitutes a major link between the monetary sector and the real sector of the Nigerian economy. This is to say that deposit money banks are inseparably linked to economic growth and development of any nation. Nigerian DMB's have always played a key role in the promotion and development of SMEs.
 However, this promotional engagement is often neglected since policy makers in the banking industry often see SME's as simply a channel for poverty alleviation and rural development.
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 capita income and output, SMEs create employment opportunities, enhance regional economic balance through industrial dispersal and generally promote effective resource utilization considered critical to engineering economic development and growth. However, the seminal role played by SMEs notwithstanding its development is everywhere constrained by inadequate funding and poor management. 
The advantages claimed for Small and Medium Enterprises (SMEs) are various, including: the encouragement of entrepreneurship (Safiriyu and Njogo, 2017; Ayozie and Latinwo, 2015; Ayesha, 2012); the greater likelihood that SMEs will utilize labour intensive technologies and thus have an immediate impact on employment generation theycan usually be established rapidly and put into operation to produce quick returns (Salami, 2008).
Finance has been viewed as a critical element for the development of SMEs. Firms depend on a variety of sources for their finance which includes internal and external; formal and informal. However, the relationships among these sources and their effects on investment remain unclear in the literature. But in Nigerian context, this crucial source of finance for Small and Medium Scale Enterprises is apparently non -functional (Kadiri, 2017).
Typically, SMEs face higher transactions costs than larger enterprises in obtaining credit. Lee (2009) further argues that poor management and accounting practices have hampered the ability of SMEs to raise finance. Information asymmetries associated with lending to small-scale borrowers have restricted the flow of finance to SMEs (Berger and Udell, 2009).

1.2 Statement of the Problem
Small and medium enterprises have not made the desired impact on the Nigerian economy in-spite of all the efforts and support of succeeding administrations and governments gives a cause for concern. The expectation has been that, after the initial take off of the small scale enterprises, the business should be able to raise funds from the formal sector especially MFIs or banking industries to expand its operations.
1.3. Research Questions
i. What are the different sources of finance available to small scale enterprises?
ii. What are the roles of deposit money banks in satisfying the financial needs of SMEs in Nigeria?
iii. What are the methods to reduce formality needed for financing the entrepreneurs by deposit money bank?
1.4	Objective of the Study
The main objective of the study is to examine the role of deposit money banks in the performance of small scale enterprises in Nigeria. Other specific objectives are:
i.	To highlight the different sources of finance available to small scale enterprises;
ii.	To examine the role of deposit money banks in satisfying the financial needs of SMEs in Nigeria;
iv. To examine method to reduce formality needed for financing the entrepreneurs by deposit money banks.


1.5	Research Hypothesis
Hypothesis One
H0: There is no significant relationship between Financing of small and medium scale Enterprises and Deposit Money Banks.
There is significant relationship between Financing of small and medium scale Enterprise and Deposit Money Banks.
Hypothesis Two
H0: There is no significant relationship between deposit money banks and lending to small scale industries and also in meeting the needs of small and medium scale Enterprises
H1: There is significant relationship between deposit money banks and lending to small scale industries and also in meeting the needs of small and medium scale Enterprises
1.6	Significance of the Study
The result of this study will be of immense benefit to the banks. It will help the commercial banks recognize the role SME splay in the economy and when to provide them with enough fund so as not to hinder thegrowth and development of the economy. 
Through this study, the  small business owners  will be  able  to recognize  the  best  or appropriate means  to  procure loans  and  be educated on  the various  ways  loans  can  be obtained and the equivalent collateral togive in exchange for loan.
Also, the study will enable the government to know the necessary are as to improve in terms of funding to small businesses and the areas of SMEs that needs enlightenment through programmes and seminars etc.
Lastly, the study will also serve as a guide to any person(s) carrying out a similar research work.
1.7	Scope of the Study
The scope of the study is an appraisal of Deposit Money banks in the performance of small scale enterprises in Nigeria, a case study of Access Bank Nigeria.
Deposit Money banks adhere strictly to the rule of secret; in banking thus they refused to release information. It will guide the entrepreneurs in making credit demand that are compliance with government monetary policy.
Finally it will help the entrepreneurs to display competence in preparing justification for their project; it is rear to see most of them coming up with cash projections, projected balance sheets.
1.8	Limitations of the Study
The effects of economic bottleneck and social infrastructure on the performance of the small and medium scale industries are identified so as not to underline their real contribution to economy in both economic and industrial development terms.
Since most small scale industries, are owned by private individuals, they usually feel reluctant or refuse to make their data public hence it may be difficult to get a well-rounded conclusion.
This research study is also projected to be limited by time and cost constraint.
1.9	Definition of Terms
1. Small scale enterprises or industries: Any enterprises with a minimum assets base of N200 million excluding the land and working capital and with the number of staff employed not less than 10 or more than 300.
2. Deposit Money banks: Banks are financial firms or division of larger firms that accepted deposit subject to withdrawer on demand and invest part of these deposits in interest bearing loans and investments. They are profit making, banks organized on a joint stock basis that is the purpose of their establishments to make profits for their owners the shareholders 
3. Industrial Development Center: Provide management, technical, consultancy and extension services for the small scale.
4. Indigenization Decree: A decree that stipulates that most business become, at least 60 percent owned by Nigerians.
5. Merchant banks: Merchant banks on like deposit money banks are whole banks owned by individuals are grouped of individuals their customers are mainly corporate bodies and deposits corporate bodies sums of N50,000 and above, they accept medium and long term deposits and give medium long term loan and advances.
6. Performance: Thisis not a single technique, rather it is the term used for a variety of technique by which supervisors, peers, sub-ordinates, and the individual employee themselves rate, rank or describe the employees work effectiveness. It is a process in which bosses regularly volute and report on the performance attainments, abilities, potentials, for future development and other qualities of their development and other qualities of their organization sub-ordinate.
7. Sole Proprietorship: It is a business owned and conducted by one person presumably assisted by one or more persons for intakes wife and children.SS/CS small scale industry credit scheme.


CHAPTER TWO
REVIEW OFRELATED LITERATURE 
2.0	Introduction
This section deals with Conceptual framework, Theoretical framework and Empirical Literatures. The conceptual framework guides the study and summarizes the dependent and independent variables. The theoretical framework enhances overall framework of the research and deals with the theory that this study anchored on while empirical literature reports on the previous research done by different authors on related topic, how the research was conducted, their observations, findings and their recommendation.
2.1	ConceptualFramework
2.1.1	OverviewofDeposit Money Bank
Grimsley (2003) defined a deposit money bank as a financial institution that is authorized by law to receive money from businesses and individuals and lend money to them. Commercial banks are open to the public and serve individuals, institutions, and businesses. A commercial bank is certainly the type of bank that most people regularly use. Banks are regulated by federal and state laws depending on how they are organized and the services they provide. Commercial banks are also monitored through the Federal Reserve System.
Financial Times Lexicon(2011)defined a commercial bank as a bank whose main business is deposit-taking and making loans. World Bank dictionary in 2003, defined commercial bank as “anything having to do with a business, made to be sold for a profit”. Investor words in 2016 defined commercial bank as an institution which accepts deposits, makes business loans, and offers related services. Commercial banks also allow for a variety of deposit accounts, such as checking, savings, and time deposit. These institutions are run to make a profit and owned by a group of individuals, yet some may be members of the Federal Reserve System. While commercial banks offer services to individuals, they are primarily concerned with receiving deposits and lending to businesses.
2.1.2	Functions of Deposit money Banks
The principal function of deposit money banks according to Ukwuagu [2002] is as follows;
i. Acceptance of deposits on fixed, current and savings account. They concentrate on short-term deposit and operate accounts through the use of cheques.
ii. Advancing loans by ways of loans, over draft and discounting bills of exchange. Commercial banks give short-term loans.
iii. They act as agent to their customers by buying and selling of shares and stocks on behalf of their customers, issuing travelers cheque and draft, remittance of funds and buying foreign exchange.
iv. Theyact as trustees, executors and also as referees to firms and individuals.
v. They provide facilities for safe keeping of wills and other documents and also jewelries.
vi. They also render services to customers and the public by selling of JAMB, GCE, and NECO forms.
vii. They also sell mobile cards and collect PHCN bills from the public on behalf of the principal.
2.1.3	Challenges Facing theBanking Industry inNigeria
AccordingtoMartin[2001]thecurrentbankingsectorreforminNigeriawasdesignedto promotetheviability,soundnessandstability ofthesystemtoenableitadequately meetthe aspirationsoftheeconomy intermsofacceleratedeconomicgrowthanddevelopment.The reform agenda was motivated by the need to proactively put the Nigerian Banking Industry on the path of global competitiveness to enable it effectively respond to the challenges of globalization. The overall objective is to guarantee that the economy and Nigerians do not remain fringe players in the context of a globalizing world.
The major challenges that the reform was targeted at include the following:
Weak Capital Base: Most banks in Nigeria had a capital base that was less than $10million while the largest bank in the country had a capital base of about $240 million. This compared unfavourably with the situation in Malaysia where the smallest bank had a capital base of $526million.The small size of most local banks, coupled with their high over heads and operating expenses, has negative implications for the cost of intermediation. It also meant that they could not effectively participate in big-ticket deals, especially with in framework of the single obligor limit.
The Challenge of Ethics and Professionalism: In a bid to survive the stiff competition in the market, a number of operators had resorted to unethical and unprofessional practices. Strictly speaking, some even went into some businesses that could not be classified as banking. In appreciation of the enormity of the problems caused by the failure to adhere to professional and ethical standard, the Bankers’ committee setup a sub-committee on “ethics and professionalism” to handle complaints and disputes arising from unwholesome and sharp practices.
Poor Corporate Government Practices: There were several in stances where Board Members and Management Staff failed to uphold and promote the basic pillars of sound corporate government because they were preoccupied with the attainment of narrowly defined interests. The symptoms of this included  high turnover  in the Board and Management Staff, inaccurate reporting and non-compliance with regulatory requirements.
Cross Insider Abuses: One area where this was pronounced was the credit function. As a result, there were several cases of huge non-performing insider-related credits.
Insolvency: The magnitude of non-performing risk assets was such that it had eroded the shareholders’ funds of a number of banks. For instance, according to the 2004 NDIC Annual Report, the ratio of non-performing credit to shareholders’ funds deteriorated from 90%in 2003to105% in 2004. This meant that the shareholders’ funds had been completely wiped out industry-wide by the non-performing credit portfolio.
Over-Reliance on Public Sector Deposits: These deposits accounted forever20%oftotal deposits in the system. In some institutions such public sector funds represented more than 50% of total deposit. This was not a healthy situation from the view point of effective planning and plan implementation, given the volatile nature of these deposits. On account of the huge reliance on public sector funds, a number of players did not pay adequate attention to small savers who normally constitute a major source of stable funds which should be channeled to finance the real sectors. Instead, they concentrated on a few high network individual, government parastatals and blue chip companies.  It was in response to this situation coupled with the need to accord the small and medium enterprises sub-sector the priority it deserves that the Bankers’ committee came up with the Small and Medium Enterprise Equity Investment Scheme [SMEEIS] with a view to redirecting credit flow to the sub-sector.
2.1.4	Concept of Small and Medium Enterprises
The extract definition of small and medium size enterprises depend from country to country as well as which economic scheme is involved.  In Nigeria, the definition of small and medium size enterprises are taken from the meeting of the Nigeria council of industry held on July 2001 in Markurdi Benue state (Ositayo 2001). Adigwe (2012) defined SME as any industry with a labour size of 11-100 workers or a total cost of not more than N50 million, including working capital and excluding cost of land. Small and Medium Size Enterprises (SMEs) as defined by the National Council of Industries (2009) refer to business enterprises whose total costs excluding land is not more than two hundred million naira (N200,000,000) only. Although, there exists no consensus among policy makers and scholars concerning the point at which a business firm is deemed to be small or medium.
The   United  Nations  Industrial  Development  Organization  (UNIDO)   identified  fifty definitions of small scale business in seventy-five different countries based on parameters such as installed capacity utilization, output, employment, capital, type of country or other criteria,  which have  more  relevance  to the  industrial policies of  the  specific  country. However, it has been suggested that the SMEs sub-sector may comprise about 87%ofall firms operating in Nigeria, excluding informal-enterprises. USAID (2004) defined enterprises as informal businesses employing fewer workers including unpaid family labour. Small scale enterprises are those operating in a formal sector with five to twenty employees; and medium enterprises are those employing 21 to 50 employees.
The Nigerian concepts of SMEs are somewhat divergent but the Central Bank of Nigeria agrees with the Small and Medium Industries and Equity Investment Scheme (SMIEIS) in their definition of SME as any enterprise with a maximum asset base less than N200 million (equivalent of about $1.43 million) excluding land and working capital, and with the number of staff employed not less than 10 (otherwise will be a cottage or micro-enterprise) and not more than 300 (Sanusi 2003, Udechukwu 2003, Akubueze 2002, SMIEIS 2002, and Sanusi 2004). Moreover, this definition for SMEs was based on the revised definition by the National Council of Industry in 2001.

2.1.5	Small and Medium Businesses in Nigeria
Agbaje, Osho and Abiodun [2015] observed that SME has a long history like every other part of the world. Historically, “Small and Medium enterprise shave its origin in the eastern and Mediterranean”, small and medium enterprises, all over the world is divergent arrays of business concerns involve in economic activities sparring from micro and rural enterprises, to contemporary industrial organizations that uses sophisticated technologies. As a result of their relevance aid contribution i.e. small and medium enterprises to national economics, policy planners, academic and national government have shown interest in issues pertaining to small and medium scale enterprises [SMES] all over the world. It was the means of survival for the people since ages; it has managed to save many poor homes that have the innovation to start a unique business but with different problems with establishment or survival. In Nigeria there is no generally acceptable definition of SMEs but it varies over time from organization to organization.
The NCI [National Council of Industry] in 2001 include the capital investment band of SMEs at between NGN150 to 200 million, excluding land but including working capital and also the working force band between 11 and 300 inclusive. But on the other hand, the [NASME] National Association of Small and Medium Scale Enterprises also defined small scale enterprises as a business with less than fifty employed people by the enterprise and with an annual turnover of NGN100 million. NASME came up with another definition, which states that small and medium scale enterprises is a business with less than 100 employees and an annual turnover of NGN500 million.
The Central Bank of Nigeria [CBN] defined SME as an enterprise with a maximum asset base of NGN200 million, without land and working capital, also the number of employees is not less than 10 and not more than 300. Due to the flexible nature, SMEs are quite able to with stand economically diverse situations. SMEs in Nigeria can be categorized into urban and rural enterprises, but in a more formal way they can be called organized and unorganized enterprises. The organized enterprises have paid employees with a registered office while the unorganized enterprises rely mostly on apprentices or family members and mostly low rate or no salary paid workers. Rural enterprises are made up artisans who work in open spaces. Operating in temporary wooden work shop or structures, the unorganized enterprises rely mostly on apprentices or family members and mostly low rate or no salary paid workers. Rural enterprises are made up of family groups, women that are engaged in food production from local farm crops and individual artisans. The major activity and leather, local blacksmith, tinsmith, ceramic, clothing and tailoring, timber and winning, bricks and cement, food processing, wood furniture, beverages, bakeries, electronic assembly, agro processing, chemical based products and mechanics. [Source: www.cenbank.orgaccessedonline20-05-09]
According to history, SMEs in Nigeria have existed since the country’s independence in 1960, probably before independence but since independence, Nigeria has had series of seminars, studies and workshops, each of which appraise the excellence, importance and need to facilitate the establishment and sustainability of SMEs. All the National four year development plans from 1962 – 63 to 1984 – 85 have laid strong emphasis on strategies of government-led industrialization mount on import as substitution. In addition the structural adjustment program [SAP] initiation in1986, the state did not appreciate the structural adjustment program active involvement in industrialization by a process of commercialization and privatization. Special attention was then shifted from large scale industries to small and medium scale enterprises, which has a prominent potential for developing domestic linkages for effective growth, sustainable industrial development. Bigger and greater learning were then placed on the organized private sector [OPS] to head previous industrialization programmes.


2.1.6	Characteristics of Small and Medium Size Enterprises
Some small businesses eventually grow to the size of large corporation. Some businesses are ideally suited to operate on a small scale for years, often serving a local community and generating just more profit to take care of company owners. Small scale businesses display a distinct set of identifying characteristics that set them apart from theirlargecompetitors.
a. Revenue and profitability: Small business revenue is generally lower than companies that operate on a large scale. The small business administration classifies small businesses as companies that bring in less than a specific amount of revenue, depending on the business type.  The maximum revenue allowance for the small business designation is set at $21.5 million per year for service businesses. Lower revenue does not necessarily translate into lower profitability. Established small scale businesses of ten own their facilities and equipment out right, which, in addition to other factors, helps to keep costs lower than more leveraged businesses.
b. Employees: Small businesses employ smaller teams of employees than companies that operate on larger scales. The smallest businesses can often get away with employing fewer than one hundred employees, depending on the business type.
c. Market area: Small and medium businesses serve as much smaller areas than corporations or larger private businesses. The smallest businesses serve single communities, such as a convenient store in a rural township. The very definition of small scale prevents these companies from serving are as much larger than a local area, since growing beyond that would increase the scale of a small business’ operations and push it into a new classification.
d. Ownership and taxes: The corporate form of business organization is not well-suited to small-scale operations. Instead, SMEs prefer to organize as sole proprietorships, partnerships or limited liability companies. These forms of organization provide the greatest degree of managerial control for company owners, while minimizing the hassle and expense of business registration. These generally do not file their own taxes; instead, company owners report business income and expenses on their tax returns.
e. Locations: A small size business, by definition, can be found only in a limited area. These companies are not likely to have sales outlets in multiple states or countries. For example, a large number of small scale businesses operate from a single office, retail store or service outlet. It is even possible to run a small business directly out of your home, without any company facilities.
2.1.7	Contribution of SMEs in Nigeria economic development
Agbaje and Abiodun et al [2015] posit that it is important to note that the development of entrepreneurs cannot be over emphasized and the role they play in economic development and how they are financed through both formal and informal sources. The development experience of many countries indicates that SMEs can meaningfully contribute to the attainment of many development objectives. These include output expansion, employment generation, even location of industries among regions of the countries, income redistribution, and promotion of indigenous entrepreneurship and technology as well as production of intermediate goods to strength inter and intra industrial leakage [Nnanna2000].
Nevertheless, the extent to which the opportunities offered by SMEs are exploited and their contributions maximize many economy depend on the enabling environment created through the provision of requisite infrastructure facilities such as roads, telecommunication, power etc and pursuit of policies such as concretionary financing that encourage and strengthen the growth of the sector. Although the recognition of the economic importance of SMEs to the Nigerian economy is only a recent development, today the contributions of the sector to the economy are no longer contestable.
The contributions of SMEs to manufacturing output and Gross Domestic Product (GDP) is appreciable, in the area of employment generation SMEs accounted for about70 percent of the industrial employment in 1987and the situation has remained largely the same (Omwumere,2000), the same is the case in other developing economy as it is estimated that SMEs employ 22 percent of the adult population in those countries, specifically, the sector employs about 15.5 percent  and13.9percent of the labour force, which is higher employment growth than micro and large scale enterprises (5per cent and11per cent)in Ghana and Malawi respectively [Kayanula and Qaurtey, 2000].
SMEs are divided into Medium Size Enterprise (MSE), Small Scale Enterprise (SSE) and Micro Enterprises [ME]. The federal ministry of Industries defined a Medium Scale Enterprise as any company with operating assets less than 200 million and employing less than 200persons.A Small Scale Enterprise on the other hand, is one that has total assets less than 50million, with less than 100 employees. Annual turnover is not considered in its definition of a SME. The National Economic Reconstruction Fund (NERFUND) defined a SSE as one whose total assets is less than 10 million but made no reference to either it annual turnover or the number of employee (WORLD BANK, 2010). Two fundamental financing concepts in the development of SMEs, the form a land informal forms of financing have been identified by the previous research scholars and practitioners (Gelinas, 1998, Anima, 2004). The findings were that among the most popular of the formal sources of financing, the commercial banks and the development banks remains the formal sources of finance for enterprises. The informal source comprises of personal savings, borrowing from friends and relatives and comparatives credits has also been identified as potential sources of financing SMEs.

2.2	Theoretical Review
The theoretical framework adopted for the paper involved the bank capital channel model and the capital constraint model. Also adopted in this work, is the Lifecycle approach and the Pecking-order theory that attempts to explain small-firm financial structuring.
2.2.1	Bank Capital Channel Model
The lending behaviors of bankers to entrepreneurs are greatly highlighted by this model as it concerns capital adequacy requirement. The model looks at interest rate volatility as a determining factor to their financial treatment, particularly when their credit offer is shrinked down by the strength of their capital-base. The implication is that, often, as interest rates increases, the funding cost of banks’ external funding also increase, thereby reducing profit tendencies. When this happens the bankers are forced to reduce their credit issue, especially when there is capital-base constraint.
2.2.2	The Lifecycle Approach
This approach according to Weston and Brigham (1991) was conceived around the platform of speedy growth and poor access to capital market. SMEs are perceived to be starting out by exploring only the owners’ resources. Whether or not the firms could make it subsequently, the threat of insufficient capital would later surface, and then the tendency to resort to other sources of funds would emerge.
The dynamic small firm prefer to choose between curtailing its growth to keep in line with its minimally generated funds, get an expensive stock market quotation, or desires an almost impossible volume venture capital according to Weston, J and E. Brigham, Mgt Finance, Hindgale: Dryden Press, 1991).

2.2.3	The Pecking Order Theory
This theory stipulated by S. Myer (1994), asserts that most firms met their financial needs in an order of hierarchy, firstly by the use of internally generated funds, secondly borrowing in form of debt and thirdly by generating funds through equity. Commonly, this practice is predominant in Small Firms and implies the inverse link between profitability and borrowings.
2.3	Empirical Review
A lot of studies have been carried out on SMEs access to financing. For instance, Charles (2002) through interview technique investigated the factors that influence the growth, performance and development of SMEs in Nigeria and other implication on policy. He found that accessibility to finance and good management are central to SMEs growth and development.
Mamman and Aminu (2013) assessed theeffect of2004 banking reforms on loan financing of SMEs in Nigeria. A sample size of 500 was randomly chosen and chi-square test provided analysis on the survey data. The study indicated that there is no significant effect to 2004 banking reform on loan financing of SMEs in Nigeria and suggested that there are some constraints which restricted access to loans from the banks for SMEs in Nigeria.
Nwosa and Oseni (2013) examined the impact of banks loan to SMEs on manufacturing output in Nigeria for the period spanning 1992 to 2010. Employing error correction modeling technique, the study deduced that bank loans to the SME sector had significant impact on manufacturing output both in the long and short run.
Omah, Duruwoju, Adeoye and Elegunde (2012) examined the impact of post-bank consolidation on the performance of SMEs in Nigeria, with special reference to Lagos state. A sample size of 50 was drawn from the supra-population of the study with in Ikeja local government in Lagos state. Applying mean, standard deviation and coefficient of variation in its data analysis, the study revealed that SMEs do not have better access to finance through banks, due to neo-reorganisation in banks as a result of post-bank consolidation and SMEs do not have absolute rapport with the financial institutions due to their financial background in Nigeria.
Ahiawodzi and Adade (2012) examined the effect of access to credit on the growth of SMEs in the Ho Municipality of Volta region of Ghana by using both survey and econometric methods. The survey involved a sample of 78 SMEs in the manufacturing sector. Both the survey and econometric results showed that access to credit exerts a significant positive effect on the growth of SMEs in the Ho Municipality. Obamuyi (2011) compared the performance of loans granted to SMEs by banks with that of micro-credit institutions in Nigerian, using Ondo state as a case study. Analyzing through descriptive statistics, the study revealed that the average repayment rate for bankswas92.93% and34.06% for micro-creditschemes; hence, suggested that banks performedat much higher levels than micro-creditschemes.
Olutunla and Obamuyi (2008) in their study using fixed effects regression model based on a balanced panel data on 115 SMEs randomly selected in Ondo State, Nigeria examined the relationship between profitability, bank loans, age of business and the size of SMEs. The results revealed that there is inter dependence between bank loans and profitability of SMEs and a significant relationship between profitability and size of business.
Obasan and Arikewuyo (2012) investigated the effects of pre-post bank consolidation on the accessibility of finance to SMEs in Nigeria. Using the ordinary least square, the study found out that banks’ consolidation has failed to foster a vibrant and competitive SMEs sector that could enhance job creation and economic growth in Nigeria. Ishmael (2012) study based on a survey Neolithicliteration and dissemination of questionnaires on a sample size of 50 SMEs within Ikeja Local  Government  Area of Lagos State using  random  sampling technique, revealed that SMEs do not have better access to finance through banks, do not have absolute rapport with the financial institutions due to their financial background and are financially handicapped which limits their size and capacity to embark on bank loans with high interest rate arising from the neo-reorganisation in banks occasioned by consolidation.
According to Nzotta(2002), he identified the factors that determine a lending in Nigeria to include contact position of the bank, risk and profitability of various types of bank credit, sterility of deposit, economic condition, monetary policies, ability and exposure of bank personnel, credit need of the area served and the nature of the source of bank. Nzotta said bank credit is said to mean the act of a bank giving out advances to a debtor after considering the risk and profitability that must follow such lending decision.


CHAPTER THREE
RESEARCH METHODOGY
3.0	Area of the Study
Access Bank is a Nigerian multinational bank and financial services company headquartered in Lagos It is the biggest bank in Nigeria by total deposits and gross earnings. It operates a network of over 750 business locations across Africa, the United Kingdom and representative offices in Abu Dhabi, Beijing and Johannesburg set up to capture trade-related business between geographies. The bank specialises in retail banking and has the largest retail client base in Nigeria. 
3.1	Sources of Data
Both primary and secondary sources of data were adhered to on the course of this study and the attitude and responses of those interviewed were noted.
3.1.1	Primary Sources of Data
The primary sources of data are the sampling or study unit from which information is obtained on a first hand basis. It is very important to note here that the researcher did not adopt any rigid method in the collection of data; rather the data for the research were collected in response to the requirements of the research problem. Creativity and judgment also played a vital role at this stage of the project, bearing in mind the final judgment will be partly constrained be the type and value of information collected. The primary data were gathered from the following sources:
a. ORAL INTERVIEW: Personal interviews were conducted in addition to the questionnaires which were duly administered. The information obtained through the oral interview was use in cross checking the responses to the questionnaire. It either affirmed or disproved the data collected.
b. UNSTRUCTURED INTERVIEWS: Unstructured interviews were also collected out through informal discussions with various staff members at different levels of operations.
c. ACTUAL FIELD INVESTIGATION: The researcher was privileged to see the annual reports in order to fully comprehend their performance as well as its reporting style.
3.1.2	Secondary Sources of Data
Library and internet materials provided the bulk of the secondary research data collected by the researcher. These resource materials were used to review extensively the facts and the reporting components of Access Bank Nigeria Plc. For the purpose of obtaining these secondary data the following academic libraries and website were used:
1. Wikipedia.com
2. Google.com
3. The Library
In summary these sets of data gathered which includes:
· Data from and interview, internet and library materials
· Data from the compilation of other related research work previously conducted
The data gathered was used at three different stages as follows:
· In anticipation of these data, the question on the questionnaires were design in order to ensure that the respondents will confirm these data
· The data also formed the basis upon which the review of related literature was carried out
· They also formed part of the analysis that will be carried out in chapter four which led to conclusion which was later arrived at in chapter five.
3.2	Sampling Techniques
A sample is a portion of the population selected for study. It is very important to select sample size that will give sufficient fair representation of the population.
There are two basic way of making the sample size decision, one is by rule of thumb and the other one is by calculated method. In this research work, the rule of the thumb was used for this research where 90 employees of total population were selected as the sample size. 
Simple random sampling was used to select target individual from each stratum. The complete questionnaires were collected serially, coded and analyzed sequentially a cording to the research questions. Tables were used to present information to facilitate analysis, simple percentages where used while Chi -square was used to test the hypothesis. The responses were of five-point scale which range from "strong agreed to the undecided ". Thus; Strongly Agreed = 5 Agreed = 4 Undecided = 3 Disagreed = 2 Strongly Disagreed = 1
The model specification for this analysis is a Chi-square, is a sample of statistic. It is computed as follows:
X2 = S (O-E) E
Where O= Observed Frequency
E =Expected frequency
A degree of freedom (df) is obtained using the formula
D.F. = (r -1) (c-1) a =0.05
Where r = number of rows in the contingency table.
Throughout this work the level of significance adopted is 0.05.
Decision Rule: Reject if X 2c > X2a otherwise accept Hi.
3.3	Method of Data Collection
Collection of data refers to the research instruments used by the researcher to collect whatever data needed. The research instruments used in this research include: questionnaires, internet, interviews and library research. Questionnaires were employed by the researcher because it is most practical, economical and easiest way of obtaining information about events. They also helped in collecting information that are valid interview schedule was made use of by the researcher because of its usefulness in following up on unexpected result in order to validate other method or problem motivation of respondents and their reasons for responding the way they did. The primary data gathered were effectively and extensively employed in the next chapter to test the formulated hypothesis.
3.4	Method of Data Analysis
The chi-square (X2) statistical was employed in testing hypothesis. The chi-square (X2) is a sample statistical measure used in testing hypothesis concerning the signification of any difference between a set of observed frequency (o) of a sample and a corresponding set of expected of theoretical frequency (E).
Osuala (1982) Observed that it is repented by the following formula.
X2 = (O-E)
E
Data in which the chi-square test is to be applied are arranged in a contingency table.
To calculate the theoretical or expected each of the observed frequency the procedure is as follows, the row total multiplied by the corresponding column total all divided by the overall number of cases (N)
E.g. a = Na X Ni
	N
Where Na = row total
Ni = column total
N = total number of cases
The chi-square formula is represented by
X2 = (O-E)2
E
If the computed X2 value is greater than the critical value obtained from the X2 table at a particular degree of freedom (df) and level of confidence or significance, the null hypothesis being tested is rejected and the alternative is accepted. It would then be held that the relationship or association being in target is statistically significant at that degree of freedom and level of significance.
3.5	Reliability of the Instrument
Two sets of questionnaire were used in collecting the primary data for the research work.
The questionnaires were constructed in such a way that questions were neither leading question, ambiguous nor embarrassing. They were specific and mostly short questions.
Furthermore, to ensure that correct and accurate information was supplied after the preparing the questionnaires. It was sent to the respondent the
3.6	Validity of Instrument
After preparing the questionnaires it was sent to the student supervisor after dictating the mistakes, it was sent back to the researcher for corrections after that, it was sent to the project supervisor who then confirmed that the questionnaires are valid


CHAPTER FOUR
DATA PRESENTATION, INTREPRETATION AND ANALYSIS
4.1 Introduction
This chapter presents, analyzes, and interprets the data collected from respondents concerning the impact of Access Bank's SME financing initiative on small and medium enterprises (SMEs) in Nigeria.
4.2 Data Presentation
Table 1: Gender Distribution
	Gender
	Frequency
	Percentage

	Male
	60
	60%

	Female
	40
	40%

	Total
	100
	100%


Source, Research survey 2025
The data shows that 60% of respondents are male while 40% are female, indicating a higher male participation in SME ownership or management within the study sample. This aligns with broader trends in entrepreneurship in Nigeria, where men often have more access to financial and educational resources.




Table 2: Age Distribution
	Age Range
	Frequency
	Percentage

	18–30
	25
	25%

	31–45
	50
	50%

	46 above
	25
	25%

	Total
	100
	100%


Source, Research survey 2025
From the table 2 above the research shows that 31–45 age group dominates (50%), suggesting that mid-career adults are the most active in running SMEs. This age range typically has more experience, capital access, and risk tolerance compared to younger or older individuals.
Table 3: Business Types
	Business Type
	Frequency
	Percentage

	Retail
	30
	30%

	Manufacturing
	20
	20%

	Services
	50
	50%

	Total
	100
	100%


Source, Research survey 2025
Table 3 above shows that (50%) lead among respondents, followed by retail (30%) and manufacturing (20%). This indicates that Access Bank's SME initiative may be particularly attractive or accessible to service-oriented entrepreneurs, who often need lower startup capital


Table 4: Accessibility of Loans
	Accessibility Level
	Respondents
	Percentage

	Very Easy
	15
	15%

	Fairly Easy
	60
	60%

	Difficult
	25
	25%

	Total
	100
	100%


Source, Research survey 2025
The majority (60%) of respondents found loan access "fairly easy", showing that Access Bank’s processes are relatively user-friendly. However, 25% still found it "difficult", signaling room for further simplification and outreach
Table 5: Loan Utilization
	Utilization Area
	Respondents 
	Percentage

	Business Expansion
	45
	45%

	Equipment Purchase
	30
	30%

	Working Capital
	25
	25%

	Total
	100
	100%


Source, Research survey 2025
From the above table, most SMEs (45%) used loans for business expansion, indicating that the funding is being invested in growth. A smaller share used it for equipment (30%) and working capital (25%), confirming the loans’ strategic use



Table 6: Repayment Experience
	Repayment Status
	Respondents 
	Percentage

	On-Time Payments
	70
	70%

	Irregular Payments
	20
	20%

	Defaulted
	10
	10%

	Total
	100
	100%


Source, Research survey 2025
A strong 70% repaid on time, reflecting good loan performance and responsible borrowing behavior. However, the 10% default rate highlights ongoing challenges with repayment capacity, possibly linked to economic fluctuations or insufficient cash flow.
Table 7: Perception of Advisory Services
	Rating
	Respondents
	Percentage

	Very Helpful
	65
	65%

	Moderately Helpful
	20
	20%

	Minimal Impact
	15
	15%

	Total
	100
	100%


Source, Research survey 2025
Table 7 above shows that 65% found advisory services "very helpful", validating Access Bank’s support beyond finance. This indicates that non-financial services like training and mentoring significantly enhance SME sustainability.



Table 8: Business Growth after Loan
	Growth Indicator
	Respondents
	Percentage

	Revenue Increase
	55
	55%

	Customer Growth
	30
	30%

	New Branches
	15
	15%

	Total
	100
	100%


Source, Research survey 2025
From the above table, 55% reported revenue increases, which supports the claim that Access Bank’s SME financing leads to tangible business growth. Growth in customers (30%) and new branches (15%) also reflects business expansion and improved service reach.
Table 9: Loan Amount Categories
	Loan Range
	Frequency
	Percentage

	₦0–500K
	30
	30%

	₦500K–1M
	40
	40%

	₦1M+
	30
	30%

	Total
	100
	100%


Source, Research survey 2025
The majority (40%) received ₦500K–1M, suggesting this is the most common and accessible loan bracket for SMEs. The 30% receiving over ₦1M implies a decent level of trust in the SMEs’ capacity to manage larger credit



Table 10: Challenges Faced by SMEs
	Challenge
	Respondents 
	Percentage

	Collateral Requirement
	40
	40%

	Interest Rate
	35
	35%

	Loan Processing Delay
	25
	25%

	Total
	100
	100%


Source, Research survey 2025
The table above shows that (40%) are the most significant barrier, followed by interest rates (35%) and loan processing delays (25%). This underlines key areas where Access Bank and regulators can improve access.
4.3	Discussion of Findings 
The findings of this study indicate that Access Bank’s SME financing initiative has significantly influenced the development of small and medium enterprises in Nigeria. A majority of respondents found the loan process fairly accessible, with 60% rating it positively, though collateral requirements and interest rates still pose barriers to full inclusivity. Most SMEs utilized the loans for productive activities, especially business expansion (45%) and equipment purchase (30%), highlighting the strategic use of funding. Additionally, 70% of beneficiaries reported timely repayment, which suggests effective financial management post-disbursement and possibly the positive impact of Access Bank’s advisory services, which 65% of respondents found very helpful.
Furthermore, the data shows that over half of the SMEs experienced tangible business growth, with 55% recording revenue increases, and others expanding their customer base or opening new branches. Despite the positive outcomes, key challenges remain—particularly collateral constraints (40%) and processing delays (25%)—that may deter smaller or less-established businesses from fully benefiting. The study confirms that while Access Bank’s initiatives are effective in supporting SME growth, improving access terms and reducing structural barriers will further enhance their reach and impact.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 	Summary
Nigerian banks play a pivotal role in the development of small and medium enterprises (SMEs) by offering various financial products and services tailored to their needs. Through access to loans, overdrafts, and advisory services, banks help SMEs manage their finances, expand operations, and improve productivity. These services are crucial, considering that SMEs often face challenges in securing funding from informal sources or venture capital.
In recent years, several Nigerian banks have launched SME-focused initiatives, such as dedicated loan schemes, capacity-building programs, and digital banking platforms. These initiatives aim to reduce the bureaucratic barriers that previously limited access to credit and to promote financial inclusion. Banks like Access Bank, GTBank, and Zenith Bank have introduced products with more flexible terms, lower collateral requirements, and training sessions to improve financial literacy among entrepreneurs.
Despite progress, SMEs in Nigeria still encounter obstacles related to high-interest rates, stringent loan conditions, and limited awareness of available banking services. Infrastructural deficits, economic instability, and regulatory challenges also hinder the effectiveness of bank support. Nonetheless, the expansion of fintech collaborations and government-backed intervention funds has shown promise in addressing these gaps.
Overall, the relationship between Nigerian banks and SMEs is evolving positively, with signs of increasing innovation and commitment from financial institutions. However, more needs to be done to ensure equitable access and sustained support, particularly for rural and informal businesses.
5.2	Conclusion
The impact of Nigerian banks in supporting small and medium entrepreneurship has been significant, offering both financial and developmental benefits to the sector. While notable progress has been made in improving access to credit and business advisory services, persistent challenges require continued reforms and innovations. For Nigeria's SMEs to thrive and contribute more meaningfully to the economy, banks must deepen their engagement, simplify access, and align more closely with the unique needs of emerging businesses.
5.3	Recommendations
Having highlighted the problems and shortcomings of the small and medium enterprises
(SMEs) in Nigeria, the following recommendations aimed at correcting and eliminating those constraints are put forward for consideration. In order to reduce the risk in small and medium enterprises (SMEs) lending, the central bank of Nigeria and the government must ensure that they keep on regulating properly their current initiative of requiring all commercial banks to set aside 10 percent of their profit before tax for equity investment in small and medium size enterprises.
Rediscounting by the central bank of Nigeria (CBN) can sample possibility for encouraging commercial banks to gain experience in medium and long term building operation. A number of procedures can be adopted such as preferential discount rates, multiple discount rates or quotas favouring certain purposes. The banks themselves can ensure maximum risk of the loan losses by providing technical and managerial resources to various kinds of small enterprises customers. This would assist them in project preparation, implementation, financing and management. At the same time, small scale enterprises can avail themselves to such services provided by the government at the entrepreneurial development centre. In order to make credit available to SMEs sector, the banks and the government should make use of the rural banking program. The branches of each bank in the rural community should be given  free  hand  to  take  certain  decisions  concerning  advancement  of  these  loans  and advances to rural small scale enterprises. They should be able to act as ‘management consultants’ identifying problems and suggesting solutions
Banks would also need to be encouraged to find the working capital requirements of SMEs. In the face of limitations and inadequacies already enumerated in this project, small size enterprises are high risk for banks to lend. Consequently, part of the government programs for small enterprises would be to devise a means of providing incentives and management to banks to be able to freely lend to small enterprises.
Central bank of Nigeria (CBN) should license more micro finance banks to be able to extend more loans to small and medium enterprises. We also recommend that SMEs should not base only in urban areas. This is because the numbers of small enterprises in urban areas are alarming and commercial banks cannot give loans to all. This is why they should be encouraged to reside more in rural areas i.e rural small enterprises should be encouraged. If this is achieved, the government should ensure that it provides more infrastructural facilities in rural areas so as not to discourage these small businesses in achieving their objectives.
Finally, a major impediment to growth generally in Nigeria has been the state of economic and social infrastructure. This has been an over-flogged issue in the discussion of Nigeria’s economic development.  Provision  of necessary infrastructural  facilities  and  the  enabling environment for business operations generally is an imperative. Uninterrupted power supply, good roads and transportation networks, rural development, efficient, effective and cheap communications etc. are the basis to competitive performance of enterprises. Their provision will definitely reduce the funding needs of small enterprises as they would no longer require funds to provide electricity, water, telephone and other infrastructures on their own.
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