EFFECT OF AVAILABILITY OF BUSINESS CREDIT ON SMALL AND MEDIUM-SIZED BUSINESSES
Abstract 

A business whether small or big, simple or complex, private or public is created to provide competitive prices. Business in Nigeria, has been classified as small, medium and large. In both the developed and developing countries, the government is turning to small and medium scale industries, as a means of economic development and a veritable means of solving problems. It is also a seedbed of innovations, inventions and employment. Presently in Nigeria, SMEs assist in promoting the growth of the country’s economy, hence all the levels of government at different times has policies which promote the growth and sustenance of SMEs. Small scale industry orientation is part of the Nigerian history. Which is why the researcher intends to investigate the availability of business credit for this SMEs.

                                             CHAPTER ONE
                                           INTRODUCTION

Background of the study 

Small and medium-sized businesses have crucial responsibilities to play in the process of industrialization and economic growth in countries of all stages of development, from developing to developed. Small and medium businesses, in addition to increasing per capita income and output, also create employment opportunities, improve regional economic balance through industrial dispersal, and generally promote effective resource utilisation, both of which are critical to engineering economic development and growth (Egwurube, 2022). Nevertheless, despite the progress that has been made, the pivotal role that small and medium-sized firms play is being held back everywhere by a lack of proper funding and ineffective management. The unfavourable macroeconomic environment has also been identified as one of the major constraints that encourage financial institutions to be risk-averse when it comes to funding small and medium scale businesses. This is because the unfavourable macroeconomic environment has been identified as one of the major constraints (Ehigiamusoe, 2022). The low capital base of banks and the knowledge asymmetry that frequently exists between small and medium firms and lending institutions can both help to explain why financial institutions are hesitant to provide funding to small and medium businesses (Ekpeyong & Nyang, 2022).

This study takes a critical look at the access to business credit that is available to small firms in Nigeria, as well as the ways in which additional capital might be made available to benefit small enterprises. However, the objectives of the investigation and the declaration of the problem that led the researcher to do the study are presented in this chapter, which serves as the essential basis for this study because of its presentation of these elements.

Throughout the 1990s, a number of studies were conducted that documented how disruptions in the financial sector, such as the widespread merging of banks of all sizes and the capital shortfalls occasioned by large loan losses, had an effect on lending to small businesses as well as the economic activity of small businesses (Egwurube, 2022).

Even though there hasn't been a lot of study done in the past on discrimination in small business credit markets, there has been a lot of discussion about whether or not banks discriminate against minority applicants for mortgages. Researchers from the Federal Reserve Bank of Boston attempted to collect whatever information that would be judged economically significant to whether a loan would be accepted together with the borrower's race and financial position for an important study that was done in that area (Munnell et al., 1996). According to the raw data, larger companies had a rejection rate of only ten percent for their loans, whereas small size businesses had a rejection rate of twenty-eight percent (Ehigiamusoe, 2022). Even after controlling for the large number of variables collected to establish the credit-worthiness of the borrowers (such as the amount of the debt, the debt/income ratio, credit history, loan characteristics, etc.), small scale businesses still had a lower likelihood of being granted the loan by a certain number of percentage points.

Browne and Tootell provide a response to the various objections that have been levelled against this study (see, for example, Horne 1994; Day and Liebowitz, 1998; Harrison, 1998), and similar concerns can also be found in Horne 1994. (1996). The argument that is brought up most frequently is that we cannot decide whether or not there has been discrimination unless we know that the small businesses whose loan applications have been accepted have a higher chance of paying them back (Ehigiamusoe, 2022). This argument is predicated on the implicit assumption that the distribution of payback probabilities for large firms and small businesses is the same. This is a problematic assumption for several reasons. According to His figure, If This Assumption Is True And Firms Discriminate Against Small Businesses By Setting A Higher Bar For Loan Approval, Then the Mean Rate of Repayment Among Small Businesses Conditional Upon Loan Approval Will Be Higher For Large And Smaller Firms His figure indicates that if this assumption is true and firms discriminate against small businesses by setting a higher bar for loan (Ehigiamusoe, 2022).
1.2 PROBLEM STATEMENT
Small businesses and entrepreneurial ventures which are usually considered as the engine that run the economy are usually denied access to credit due to their risky nature. This disturbing threat has existed for a very long time and needs proper attention from both government agencies and non-governmental agencies as well. The importance of small businesses in the development of Nigeria cannot be overlooked. Without proper credit availability to small businesses, the economy as a whole will suffer. The objectives of economic planning cannot be achieved if small businesses do not do well. Keeping this in view, the Bank of Nigeria has streamlined Bank’s lending operations to ensure that banks’ credit actually benefits small and medium businesses in Nigeria. This strategy is intended to improve the economy and to develop rural areas in Nigeria.

However, there is some anecdotal evidence that most beneficiaries of business credit from most financial institutions are salaried workers and large scale companies, whose ability to repay loans are believed to be better than that of small scale businesses. Moreover, this belief is not always the case as some small businesses who go for loans are well profitable and well managed.

1.3 RESEARCH OBJECTIVES
This study is aimed at the following objectives:

To examine the relationship that exist between small scale businesses and financial institutions that grant business credits in Uyo.

To identify the challenges faced by small businesses in securing business credit in Uyo.

To examine the degree of business credit availability to small businesses in Uyo.

To identify the effects of businesses credit availability on small businesses in Uyo.

1.4 RESEARCH HYPOTHESES

The following null and alternate hypotheses were used by the researcher in achieving the research objectives of this study:

H0: Pre and post bank consolidation do not have significant and positive impact on the number of registered small and medium enterprises in Nigeria 

H1: Pre and post bank consolidation in Nigeria have significant and positive impact on number of registered small and medium enterprises in Nigeria 

H0: Pre and post bank consolidation of banks in Nigeria do not have significant effect on asset size of small and medium enterprises in Nigeria.

H2: Pre and post bank consolidation of banks in Nigeria have significant effect on asset size of small and medium enterprises in Nigeria. 

1.5 SIGNIFICANCE OF THE STUDY
This study is very important because it is aimed at examining the effect of availability of business credit on small and medium-sized businesses in Uyo. The paper will provide some relevant recommendations for policy makers, development agencies, entrepreneurs, and small business managers to help seek better ways to increase business credits to small businesses, and appropriate strategies to improve the small business sector in Nigeria.
Secondly, the study is also vital since it suggest to small businesses certain strategies they can adopt before seeking business credits, to make their borrowing process easier and more effective. This will go a long way to increase the efficiency and profitability level of small businesses in Uyo. Any time these strategies are put in place, access to business credit increases, and the participation of more people in entrepreneurial activities will also increase, hence the economy of Nigeria will be improved.

1.6 SCOPE AND LIMITATION OF THE STUDY
The area chosen for this study is Uyo in the southern region of Nigeria. The study is limited to the effects of business credit availability on small businesses in Uyo, using various small businesses in Uyo as a focus point.

In undertaking this research, the researcher encountered the following problems;
1. The time used to undertake the study was limited. The time was loaded with other academic activities and as a result limited time was made available the study.
2. Also, response from the various small business owners through the questionnaire provided by the researcher was also a bit slow. This is because of reasons such much work load on the part of the respondents.

1.7 DEFINITION OF TERMS 

Effect: effect is defined as a change which is a result or consequence of an action or other cause or cause (something) to happen; bring about.

Business: A business is an organizational entity and legal entity made up of an association of people, be they natural, legal, or a mixture of both who share a common purpose and unite in order to focus their .

Credit availability: The amount of credit to which a borrower has access at a given time. Credit card accounts and lines of credit have a maximum amount of money that can be borrowed; credit availability describes the amount that is remaining after subtracting outstanding balances.

SME: The European definition of SME follows: "The category of micro, small and medium-sized enterprises (SMEs) is made up of enterprises which employ fewer than 250 persons and which have an annual turnover not exceeding 50 million euro, and/or an annual balance sheet total not exceeding 43 million euro."

1.8 CHAPTER SCHEME 
The project will be organized around following chapters;
Chapter one gives an introduction to the research work. It gives the basic information about the company and the research being undertaken. This chapter therefore consists of the background of the study and organizational profile, statement of the problem, objectives, research questions, significance of the study, scope of the study, and limitations encountered by the researcher.
Chapter Two consists of the literature review and the theoretical framework
Chapter three gives details of the research methodology. The research methodology represents the various ways and methods which the researcher used in order to gain his information.
Chapter Four gives the analysis and interpretation of the information gathered by the researcher.
Chapter five gives the findings and conclusion of the researcher. Here, conclusions will be drawn based on the findings and their implications will also be given.

                                       CHAPTER TWO 

                   REVIEW OF RELATED LITERATURE 

INTRODUCTION 

One of the major sources of funds for the survival of the SMEs to perform their expected role of rapid industrialization and economic growth is commercial banks’ credit. Commercial banks through their financial intermediation role, are expected to provide financial leverage for small and medium scale enterprises. But in most developing countries in Sub-Sahara Africa including Nigeria, small and medium scale enterprises are plagued with paucity of capital, thus affecting their ability to grow (World Bank 2013).Given the fact that SMEs have been generally acknowledged as the bedrock of industrial development of nations across the globe and financial institutions especially Commercial Banks are theoretically expected to provide financial succor for their growth, the objective of this paper therefore is to examine how well the Commercial Banks in Nigeria have extended credit to the small and medium scale enterprises to facilitate their growth.

The role of small and medium scale enterprises in driving economic growth in nations, the world over, is well documented. Empirical evidences suggest that the foundation of the prosperity of the industrialized nations of the world was laid by small and medium scale enterprises. For example, the industrial revolution in Britain in the 19th century did not start with large scale industries, but with inventions in small scale industries that boosted productivity in the textile industry. Again, the fashion industry in Italy was founded on its cottage industries and China which is regarded today as the “workshop of the world” is anchored on low-tech manufacturing activities. With small and medium scale enterprises, these nations were able to tackle the problem of unemployment, reduce poverty, increase productivity and achieve overall economic prosperity.In recognition of the role of small and medium scale enterprises in the economic development process of nations, there has been a shift of emphasis by successive governments in Nigeria away from large scale capital intensive industrialization in favour of small and medium scale enterprises (SMEs), especially beginning from the 1980s.The growth and development of SMEs is therefore seen as a cardinal and veritable tool in the industrialization process of Nigeria. But the existence and survival of these small and medium scale enterprises to a large extent depend on adequate financing. As has been observed by Ovat (2013) and Afolabi (2013), the bane of SMEs in Nigeria is financial constraint. 

The role of financial sector in promoting economic growth is well acknowledged, dating back to the early economists like Schumpeter (1911) who strongly argued in support of finance-led growth. Financial sector plays a key role in channelling savings into productive investment, especially in the formal sectors of the economy. The banking sector in particular is well recognized as a key conduit for financial intermediation in the economy. Access to credit enhances the productive capacity of businesses. Businesses and enterprises with adequate financial access have greater potential to grow. Studies have shown that a number of business enterprises in Africa, particularly the small and medium manufacturing firms are credit-constrained (Loening et al., 2008).

Despite these contributions of SMEs, their major barriers to growth and development appear to be shortage of both equity financing and debt. Thus, according to Lader (1996), one other important problem that SMEs often face is access to capital. Lack of adequate financial resources also places significant constraints on SMEs growth and development. Based on the significance contribution made by SMEs to National growth and development the government of Ghana in 1985 established the National Board for Small-Scale Industries (NBSS1) for the promotion and development of SMEs. The activities of NBSSI fall into two broad categories, financial and non financial services. The financial services activities include extending credit through its loan schemes to entrepreneurs for both working capital and acquisition of fixed assets. In fulfillment of its mandate of credit provision to SMEs, the Board of NBSS1 in 2010 facilitated access to credit for seven hundred and fifty five (755) SMEs in Ghana (Okine, 2011). The Government of Ghana recognizing the major role of SMEs in the economy introduced various micro financing schemes such as Micro Finance and Small Loan Centre (MASLOC), Venture Capital Trust Fund and Export Development and Investment Fund (EDIF) to support SMEs Growth and Development (Mensah, 2004). However, the current status of SMEs access to credit, to reflect the effort the government put in a promoting SMEs growth and development is yet to yield the desired result. According to Mensah, (2004) there are many who believe that the single most important factor constraining the growth of SMEs sector is the lack of finance. There are many factors that can be accounted for this lack of finance. Some of these factors are a relatively undeveloped financial sector with low levels of intermediation, lack of institutional and legal structures that facilitate the management of SME lending risk, and high borrowing cost and rigidities in interest rates.

2.2 THE CONCEPT OF SMALL AND MEDIUM SCALE ENTERPRISES

In attempting to conceptualize small and medium enterprises (SMEs) in Ghana, some points need to be stressed. First, there is no generally accepted definition of small or medium businesses because of the classification of businesses into large, medium or small scale is a subjective and qualitative judgment (Ogboru, 2007). Secondly, small businesses are generally quite responsive to their environment and our environment changes fast. Changes in the environment therefore affect what constitutes a small business at a particular point in time. Thirdly, what the definition aims at is to set some limits (lower and upper) that will assist in achieving the set purpose. Such limits can be in terms of level of capitalization, sales volume, number of employees, etc. A clear definition may be useful in a particular national context but it may not be practical to attempt a universal definition. An attempt is made to present some definitions of SMEs to demonstrate the divergence in definition across countries.

The Nigerian Situation

Since the attainment of independence in Nigeria, every known regime recognizes the importance of promoting SMES as the basis of economic growth. As a result, several micro-lending institutions were established to enhance the development of SMES. 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. Howbeit, the banks in operation in the country are about 

89 with more than 50% having capital base of less than US$10 million and about 3,300 branches. This compared to 8 banks in South Korea with about 4,500 branches or with one bank in South Africa with larger assets than all the 89 banks shows that the banking system is very marginal relative to its potentials and in comparism with other countries. 

Unfortunately, records indicate that the performance of SMES in Nigeria has not justified the establishment of this plethora of micro-credit institutions. Odedokun (1981) notes that in spite of the quantum of credit made available to the manufacturing sector; the contribution of the index of manufacturing to GDP was only 7 percent between 1970 and 1979. 

In 2001, a study identified poor access to finance as the most critical constraint on small and medium scale enterprises in Nigeria. In fact, 50 percent of the surveyed enterprises received external finance while 79 percent indicated lack of financial resources as a major constraint. The foregoing study confirms the risk-averse behaviour of banks in funding SMEs in Nigeria. This scenario naturally provokes some research questions 

such as: 

What are the critical causes of the risk-averse behaviour of banks in funding SMEs in Nigeria?

Does lack of funding for SMEs by banks affect efficient monetary policy outcomes with implications for financial stability? 

In 1999, the Bankers Committee at the initiative of the CBN developed an interventionist strategy called the Small and Medium Industries Equity Investment Scheme (SMIEIS). This scheme requires banks to set aside 10 percent of their profit before tax to fund SMEs in an equity participation framework. The purpose of this paper is to analyze the results of this programme so far and to 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 and the implications for the financial stability in the system.

2.2.1 BUSINESS CREDIT AVAILABILITY/ACCESS

Access to credit refers to the possibility that individuals or enterprises can access financial services, including credit, deposit, payment, insurance, and other risk management services. Those who involuntarily have no or only limited access to financial services are referred to as the unbanked or under banked, respectively (Adamopoulos, 2010). According to worldbank (2008) access to credit is the absence of price and non-price barriers in the use of financial services. In a review of finance literature, the study opined that better functioning financial systems ease the external financing constraints that impede firm and industrial expansion. Banks accept deposit from individuals and institutions thus transferring funds from the surplus sector to the deficit sector of the economy (Mishkin, 2007). Though they are subject to certain regulations by the regulatory authorities, financial intermediaries still determine the rules for allocating funds, and as such they play a significant role in determining the type of investment activities, the level of job creation and the distribution of income (Gross, 2001). Transaction costs are also believed to decline with the emergence of financial institutions. It is widely accepted that they assist in collecting and processing information about investment opportunities more efficiently and at lesser cost (King and Levine, 1993) than what obtains under the barter system. Thus economies of scale are enjoyed with the existence of banks. This action reduces the cost of investment. In essence, a low financial development distorts growth and increases the cost of financial transaction. Asymmetric information between borrowers and lenders which causes adverse selection and moral hazard often prevent market adjustment from operating between demand and supply through the price mechanism. However banks are able to minimise these risks through screening and monitoring of potential customers. According to Gross (2001) financial intermediaries determine the allocation of capital by diminishing (but not totally eliminating) the level of risk through information gathering and special contract design. This implies that banks make use of the imperfect nature of the market to determine who to allocate funds to. 

2.2.2 ECONOMIC GROWTH

Economic growth is defined as a positive change in the national income or the level of production of goods and services by a country over a certain period of time. This is often measured in terms of the level of production within the economy. Other possible measures include total factor productivity, factors of production such as technological change, human capital termed the Schumpeterian approach, other measures of growth ranges from real per capita GDP; the rate of physical capital accumulation etc. According to Bencivenga & Smith (1991) consumption goods in the economy are produced from capital and labour. An entrepreneur who owns the capital invested in the business uses it to employ labour in order to produce goods. This result in the production function made up of labour and capital which can be used in estimation. Economic growth literature underscores the role of finance in promoting long run economic growth and hence, provides a good starting ground for analysing and understanding the impact of credit on economic performance. The usual two factor neoclassical growth model developed by Solow (1957) and others is extended by incorporating the role of credit. In the finance-growth literature, financial sector services such as credit availability influence economic growth through their impact on capital accumulation and technological innovation (Trew, 2006). Levine, Loayza and Beck (2000) argued that whereas a farmer could provide own savings to increase the usage of commercial fertilizer, it was a virtual impossibility of a poor farmer financing from current savings, the total amount needed for investment in order to adopt the new technology. Favara (2003) observe that financial institutions produce better information, improve resource allocation (through financing firms with the best technology) and thereby induce growth. It has also been argued that financial institutions like the banking sector are much better placed to evaluate prospective entrepreneurs and hence, likely to finance the promising ones thereby increasing the probability of successful innovation which accelerate economic growth (Kasekende, 2008). 

2.3 EMPIRICAL FRAMEWORK 

Gibson (2008) evaluates the challenges faced by African commercial banks in providing adequate funding to SMEs and proffers strategies for increasing SMEs' access to risk capital. The findings show that shareholder loans, as opposed to pure equity, reduce investors' risk and increase their current income. Risk capital intermediaries may capitalize their funds using diverse financial instruments which reflect investors' differing return objectives. Governments can initiate tax incentives programs to increase private sector participation in SME risk capital. The implication is that increasing the availability of non-asset-based financing is critical to viability of Africa’s SME sector and contribution to the continent's economic growth. Hoff et al. (2007) examine the environment of financing for sustainable SMEs andidentifies key challenges and solutions forsustainable enterprise finance sector. Given the prominent role played by the SMEs sector in nation building, plethora of studies have assessed the performance of the sector in the light of the various policies and programs adopted to stimulate the growth of the sector. Aremu and Adeyemi (2011) examined the role of small and medium scale enterprises as a survival strategy for employment generation in Nigeria. The study observed that the SME sector is the main driving force behind job creation, poverty reduction, wealth creation, income distribution and reduction in incomedisparities in Nigeria and that most of the government interventions failed to create a much needed transformation due to poor coordination and monitoring and policy inconsistencies. The Small and medium–scale Enterprise (SMEs) have been at the fore-front of economic development especially the developing nations. The provision of employments in the public and private sectors are insufficient. Hence, there is need for SMEs to augment the low rate of employment existing currently. Small and Medium-Scale Enterprises possess qualities peculiar to themselves and rarely found in other forms of business ownerships. A major characteristic of Nigeria’s SMEs relates to ownership structure or base, which largely revolves around a key man or family. Hence, a preponderance of the SMEs is either sole proprietorships or partnerships. Even where the registration status is thus that of a Limited Liability Company, the time ownership structure is that of a one-man, family or partnership business. Other common features of Nigeria’s SMEs include the following among others:-Labour-intensive production processes; Concentration of Management on the key man; Limited access to Long Term Funds; High cost of funds as a result of high interest rates and bank charges; Overdependence on imported raw materials and spare parts; Poor intra and inter-sectorial linkages – hence, they hardly enjoy economies of scale benefits (Ngwu, 2005). Although, the federal government instituted various measures to develop the economy and fight poverty through the small scale businesses (FGN, 2003), the initiatives involved the collaboration of Federal Ministry of Finance Incorporated (MOFI) and theCentral Bank of Nigeria (CBN) through the establishment of specialized institutions and programmes like Nigerian Agricultural and Cooperative Banks (NACB), National Economic Reconstruction Fund (NERFUND); Bank of Commerce and Industry; People Bank of Nigeria PBN), Community Bank (CBs); Nigerian Agricultural Credit Guarantee Scheme and recently National Poverty Eradication Programme (NAPEP) Adamu, 2004). However, government recognized the need to encourage the small enterprises through the provision of credit and this informed policy reforms that brought about Micro-finance banks that the federal government of Nigeria introduced during the Obasanjo regime and it became operational in 2005.

2.4 BUSINESS CREDIT AVAILABILITY AND ECONOMIC GROWTH

According to growth theory, Romer (1990), growth depends on the stock of human and physical capital in the economy, as well as technological progress. Investment at the level of the firm or the individual can contribute to all of these things, and thus plays an important role in facilitating long run economic growth. In practical terms this means that the provision of a bank account that enables an individual to accumulate funds in a secure place over time more easily than they would otherwise have been able to, (perhaps because the money is safe from being stolen or plundered by other family members), or access to credit which enables them to borrow funds, can strengthen their productive assets. It does this by enabling them to invest in micro-enterprises, in productivity-enhancing new technologies such as new and better tools, equipment, or fertilizers, or in education (Beegle, Dehejia & Gatti, 2003). Ghosh, Mookherjee & Ray (1999) argue that credit is essential in allowing capital investments among producers (such as farmers) who are not able to save, as well as giving households the ability to obtain money in an emergency. The availability of credit also increases risk taking with the adoption of new technologies or productivity enhancing investments for poorer households or producers, hence contributing to increases in production and income. Galor & Zeira (1993) find that access to household credit can have a positive impact on growth through its impact on human capital accumulation, and that this is affected by the initial distribution of wealth; richer families are better able to invest in human capital accumulation leading to increased growth. Another channel through which access to financial services, (or more specifically, access to credit), may affect economic growth is by facilitating the entry of new firms (Klapper, Laeven and Rajan, 2004) and the Schumpeterian process of “creative destruction”. They argue that access to credit permits greater market entry by talented new entrants, who would otherwise be constrained by their lack of inherited wealth and absence of connections to the network of well-off incumbents. To the extent that access to credit is limited to only privileged groups, or preferred sectors, this will reduce the value of the investments undertaken, reducing growth. So wider access to credit for individuals as well as firms (given that small and micro enterprises are often financed by individual borrowers), will increase the productivity returns to investment. Another channel of impact relates to the effect of access to credit on savings, and this provides a more complicated story. The level of savings is an important determinant of the overall level of investment in an economy, and thus is directly linked to growth. Given that savings may be considered less of a necessity when credit is available, Jappelli and Pagano (1994) argue that alleviating credit constraints on households reduces the savings rate, with negative repercussions for economic growth, and they provide empirical evidence to support this argument, based on a sample of middle and high income countries. Beck, Beck, Rioja & Valev (2008) also provide empirical evidence showing that while access to credit for enterprises does increase growth in GDP per capita, increasing access to credit for households does not have a positive impact on growth.

2.5 GENERAL CONSTRAINTS TO SME DEVELOPMENT

Despite the potential role of SMEs to accelerated growth and job creation in developing countries, a number of bottlenecks affect their ability to realize their full potential. SME development is hampered by a number of factors, including finance, lack of managerial skills, equipment and technology, regulatory issues, and access to international markets (Anheier and Seibel, 1987; Steel and Webster, 1991; Aryeetey et al, 1994; Gockel and Akoena, 2002). The lack of managerial know-how places significant constraints on SME development. Even though SMEs tend to attract motivated managers, they can hardly compete with larger firms. The scarcity of management talent, prevalent in most countries in the region, has a magnified impact on SMEs. The lack of support services or their relatively higher unit cost can hamper SMEs’ efforts to improve their management, because consulting firms are often not equipped with appropriate cost-effective management solutions for SMEs. Besides, despite the numerous institutions providing training and advisory services like National Board For Small scale Industries (NBSSI) , there is still a skills gap in the SME sector as a whole (Kayanula & Quartey, 2000). This is because entrepreneurs cannot afford the high cost of training and advisory services while others do not see the need to upgrade their skills due to complacency. In terms of technology, SMEs often have difficulties in gaining access to appropriate technologies and information on available techniques (Aryeetey et al., 1994). In most cases, SMEs utilize foreign technology with a scarce percentage of shared ownership or leasing. They usually acquire foreign licenses, because local patents are difficult to obtain. Regulatory constraints also pose serious challenges to SME development and although wide ranging structural reforms have led to some improvements, prospects for enterprise development remain to be addressed at the firm-level. The high start-up costs for firms, including licensing and registration requirements, can impose excessive and unnecessary burdens on SMEs. The high cost of settling legal claims, and excessive delays in court proceedings adversely affect SME operations. In the case of Ghana, the cumbersome procedure for registering and commencing business are key issues often cited. The World Bank Doing Business Report (2006) cited in Abor & Quartey(2010), indicated that it takes 127 days to deal with licensing issues and there are 16 procedures involved in licensing a business in Ghana. It takes longer (176 days) in South Africa and there were 18 procedures involved in dealing with licensing issues. Meanwhile, the absence of antitrust legislation favours larger firms, while the lack of protection for property rights limits SMEs’ access to foreign technologies (Kayanula & Quartey, (2000).

Previously insulated from international competition, many SMEs are now faced with greater external competition and the need to expand market share. However, their limited international marketing experience, poor quality control and product standardisation, and little access to international partners, continue to impede SMEs’ expansion into international markets (Aryeetey et al., 1994). They also lack the necessary information about foreign markets. One important problem that SMEs often face is access to capital (Lader, 1996). Lack of adequate financial resources places significant constraints on SME development. Cook and Nixson (2000) observe that, notwithstanding the recognition of the role of SMEs in the development process in many developing countries, SMEs development is always constrained by the limited availability of financial resources to meet a variety of operational and investment needs. A World Bank study found that about 90% of small enterprises surveyed stated that credit was a major constraint to new investment (Parker et al., 1995). Levy (1993) also found that there is limited access to financial resources available to smaller enterprises compared to larger organisations and the consequences for their growth and development. The role of finance has been viewed as a critical element for the development of SMEs (Cook & Nixson, 2000). A large portion of the SME sector does not have access to adequate and appropriate forms of credit and equity, or indeed to financial services more generally (Parker et al., 1995). In competing for the corporate market, formal financial institutions have structured their products to serve the needs of large corporates. A cursory analysis of survey and research results of SMEs in South Africa, for instance, reveals common reactions from SME owners interviewed. When asked what they perceive as constraints in their businesses and especially in establishing or expanding their businesses, they answered that access to funds is a major constraint. This is reflected in perception questions answered by SME owners in many surveys (see BEES, 1995; Graham and Quattara, 1996; Rwingema and Karungu, 1999). The situation is not different in the case of Ghana, access to finance has been identified as a dominant constraint facing the Ghanaian Small and Medium Enterprises (SME) sector.(Abor&Bikpe,2006). A priori, it might seem surprising that finance should be so important. Requirements such as identifying a product and a market, acquiring any necessary property rights or licenses, and keeping proper records are all in some sense more fundamental to running a small enterprise than is finance (Green et al., 2002). Some studies have consequently shown that a large number of small enterprises fail because of nonfinancial reasons. Other constraints SMEs face include: lack of access to appropriate technology; the existence of laws, regulations and rules that impede the development of the sector; weak institutional capacity and lack of management skills and training (see Sowa et al., 1992; Aryeeteyet al., 1994; Parker et al., 1995; Kayanula & Quartey, 2000). However, potential providers of finance, whether formal or informal, are unlikely to commit funds to a business which they view as not being on a sound footing, irrespective of the exact nature of the unsoundness. Lack of funds may be the immediate reason for a business failing to start or to progress, even when the more fundamental reason lies elsewhere. Finance is said to be the “glue” that holds together all the diverse aspects involved in small business start-up and development (Green et al., 2002). There has been little study undertaken in the area of access to credit and its effects on the growth of SMEs in Ghana and more specifically in Ho municipality which is the administrative and commercial capital of Volta Region in which most the SMEs in the region are situated. 

2.6 CREDIT ACCESS

Empirical evidence on the impact of finance on economic growth has been mixed and remained a debated subject. A theoretical literature exploring the nature of the correlation between the banking sector and economic growth suggests that the financial system could impact positively on real economic performance by affecting the composition of savings, providing information, and affecting the scope for credit rationing. Mwalungo (2011) found that credit had a positive effect on economic growth in Kenya. Were, Nzomoi & Rutto (2012) also found a positive effect of credit on sectoral GDP in Kenya. In Ethiopia, Murty, Sailaja & Wondaferahu (2012) found a positive effect of bank credit on economic growth. Banu (2013) revealed that credit offered to households contributed to a greater extent to the formation of the GDP than credits offered to public administration. Modebe, Ugwuegbe & Ugwuoke (2014) found that bank credit had a negative effect on the growth of Nigerian economy. From the above discussion, it is clear that domestic credit is one of the determinants of economic growth and has been examined by various scholars in Kenya and outside Kenya. As such, it is expected that credit will have an impact on the economic growth of Kenya and is therefore modelled in the study as the main independent variable.

2.6.1 LENDING RATE

Koivu (2002) analysed the finance-growth nexus using a fixed-effects panel model and unbalanced panel data from 25 transition countries during the period 1993-2000. His results showed that the interest rate margin was significantly and negatively related to economic growth. Akpansung & Babalola (2012) also found that lending interest rate impeded growth of Nigerian economy. Bosworth (2014) revealed a weak relationship between interest rates and economic growth. The results discussed above suggest that lending rate has been modelled as a determinant of economic growth and can therefore be used in the present study as one of the control variables. The results as revealed from the discussion have been mixed but largely tend to show that lending rates have an inverse relationship with economic growth of countries.

                                 CHAPTER THREE

                       RESEARCH METHODOLOGY

INTRODUCTION 
This chapter deals with the method used in collecting data required in carrying out this research work it explains the procedures that were followed and the instrument used in collecting data. 

SOURCES OF DATA COLLECTION 

Data were collected from two main sources namely:

Primary source and 

Secondary source 

Primary source:

These are materials of statistical investigation which were collected by the research for a particular purpose. They can be obtained through a survey, observation questionnaire or as experiment, the researcher has adopted the questionnaire method for this study.

Secondary source:

These are data from textbook Journal handset etc. they arise as byproducts of the same other purposes. Example administration, various other unpublished works and write ups were also used. 

POPULATION OF THE STUDY 

Population of a study is a group of persons or aggregate items, things the researcher is interested in getting information for the study effect of business credit on small and medium scale enterprises. The researchers randomly select 200 members of the Nigerian Association of Small-Scale Industrialists (NASSI) Uyo State Chapter as the population of the study. 

SAMPLE AND SAMPLING PROCEDURE

Sample is the set people or items which constitute part of a given population sampling. Due to large size of the target population, the researcher used the Taro Yamani formula to arrive at the sample population of the study.

n= N

    1+N(e)2

n= 200

1+200(0.05)2
= 200

1+200(0.0025) 

= 200               200

1+0.5      =      1.5       = 133.

3.5 INSTRUMENT FOR DATA COLLECTION 

The major research instrument used is the questionnaires. This was appropriately moderated. The chapter chairman was administered with the questionnaires to complete, with or without disclosing their identities. The questionnaire was designed to obtain sufficient and relevant information from the respondents. The primary data contained information extracted from the questionnaires in which the respondents were required to give specific answer to a question by ticking in front of an appropriate answer and administered the same on members of the organization: The questionnaires contained about 16 structured questions which was divided into sections A and B.

VALIDATION OF THE RESEARCH INSTRUMENT

The questionnaire used as the research instrument was subjected to face its validation. This research instrument (questionnaire) adopted was adequately checked and validated by the supervisor his contributions and corrections were included into the final draft of the research instrument used.

METHOD OF DATA ANALYSIS

The data collected was not an end in itself but it served as a means to an end. The end being the use of the required data to understand the various situations, it is with a view to making valuable recommendations and contributions. To this end, the data collected has to be analysis for any meaningful interpretation to come out with some results. It is for this reason that the following methods were adopted in the research project for the analysis of the data collected. For a comprehensive analysis of data collected, emphasis was laid on the use of absolute numbers frequencies of responses and percentages.  Answers to the research questions were provided through the comparison of the percentage of workers response to each statement in the questionnaire related to any specified question being considered. 

Frequency in this study refers to the arrangement of responses in order of magnitude or occurrence while percentage refers to the arrangements of the responses in order of their proportion. 

The simple percentage method is believed to be straight forward easy to interpret and understand method. The researcher therefore chooses the simple percentage as the method to use. The formula for percentage is shown as. 

% = f/N x 100/1 

Where f = frequency of respondents response 

N = Total Number of response of the sample 

100 = Consistency in the percentage of respondents for each item contained in questions.

                                     CHAPTER FOUR

            PRESENTATION ANALYSIS INTERPRETATION OF DATA 

4.1 INTRODUCTION

Efforts will be made at this stage to present, analyze and interpret the data collected during the field survey.  This presentation will be based on the responses from the completed questionnaires. The result of this exercise will be summarized in tabular forms for easy references and analysis. It will also show answers to questions relating to the research questions for this research study. The researcher employed simple percentage in the analysis. 

DATA ANALYSIS 

The data collected from the respondents were analyzed in tabular form with simple percentage for easy understanding. 

A total of 133 (one hundred and thirty three) questionnaires were distributed and 133 questionnaires were returned.

Question 1

Gender distribution of the respondents. 

TABLE I

	Gender distribution of the respondents

	Response
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	77
	57.9
	57.9
	57.9

	
	Female
	56
	42.1
	42.1
	100.0

	
	Total
	133
	100.0
	100.0
	


From the above table it shows that 57.9% of the respondents were male while 42.1% of the respondents were female. 

Question 2

The positions held by respondents

TABLE II

	The positions held by respondents

	Response
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Entrepreneurs   
	37
	27.8
	27.8
	27.8

	
	Members 
	50
	37.6
	37.6
	65.4

	
	Executives    
	23
	17.3
	17.3
	82.7

	
	Vendors    
	23
	17.3
	17.3
	100.0

	
	Total
	133
	100.0
	100.0
	


The above tables shown that 37 respondents which represents 27.8% of the respondents are Entrepreneurs, 50 respondents which represents 37.6 % are members, 23 respondents which represents 17. 3% of the respondents are executives, while 23 respondents which represents 17.3% of the respondents are vendors.

TEST OF HYPOTHESES ONE

Pre and post bank consolidation do not have significant and positive impact on the number of registered small and medium enterprises in Nigeria. 

Table III

	Pre and post bank consolidation do not have significant and positive impact on the number of registered small and medium enterprises in Nigeria.

	

	Response 
	Observed N
	Expected N
	Residual

	Agreed
	40
	33.3
	6.8

	strongly agreed
	50
	33.3
	16.8

	Disagreed
	26
	33.3
	-7.3

	strongly disagreed
	17
	33.3
	-16.3

	Total
	133
	
	

	
	
	
	

	Test Statistics

	
	Pre and post bank consolidation do not have significant and positive impact on the number of registered small and medium enterprises in Nigeria.

	Chi-Square
	19.331a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 33.3.


Decision rule: 

There researcher therefore reject the null hypothesis which states that Pre and post bank consolidation do not have significant and positive impact on the number of registered small and medium enterprises in Nigeria.

Therefore the researcher accepted the alternate hypothesis which states that pre and post bank consolidation in Nigeria have significant and positive impact on number of registered small and medium enterprises in Nigeria.

TEST OF HYPOTHESIS TWO

Pre and post bank consolidation of banks in Nigeria do not have significant effect on asset size of small and medium enterprises in Nigeria. 

Table IV

	Pre and post bank consolidation of banks in Nigeria do not have significant effect on asset size of small and medium enterprises in Nigeria.

	Response 
	Observed N
	Expected N
	Residual

	Agreed
	40
	33.3
	6.8

	strongly agreed
	50
	33.3
	16.8

	Disagreed
	26
	33.3
	-7.3

	strongly disagreed
	17
	33.3
	-16.3

	Total
	133
	
	


	Test Statistics

	
	Pre and post bank consolidation of banks in Nigeria do not have significant effect on asset size of small and medium enterprises in Nigeria.

	Chi-Square
	19.331a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 33.3.


Decision rule: 

There researcher therefore reject the null hypothesis which states that Pre and post bank consolidation of banks in Nigeria do not have significant effect on asset size of small and medium enterprises in Nigeria as the calculated value of 28.211 is greater than the critical value of 5.99. 
Therefore the alternate hypothesis is accepted which states that Pre and post bank consolidation of banks in Nigeria have significant effect on asset size of small and medium enterprises in Nigeria.

                                      CHAPTER FIVE

           SUMMARY CONCLUSION AND RECOMMENDATION

5.1 INTRODUCTION
It is pertinent to note that this research was to examine the impact of business credit availability on small and medium scale enterprises, thus the topic, “effect of business credit availability on small and medium scale enterprises”. 

In the preceding chapter, the relevant data collected for this study were presented, critically analyzed and appropriate interpretation given. In this chapter, certain recommendations made which in the opinion of the researcher will be of benefits in addressing the challenges associated with business credit availability on small and medium scale enterprises in Nigeria. 

5.2 SUMMARY

Based on the hypotheses tested the following are the summary of findings. 1. Bank consolidation had positive and non-significant impact on the number of registered SMEs in pre consolidation era in Nigeria while it was found to have positive and significant impact on the number of registered SMEs in post consolidation era in Nigeria.

2. Bank Consolidation had positive and significant impact on growth of SMEs in both pre and post consolidation banking era in Nigeria

3. Bank consolidation have negative and non-significant impact on bank lending to SMEs in pre consolidation banking era in Nigeria but was positive and non-significant on banking lending to SMEs in post consolidation banking era in Niger. 

5.3 CONCLUSION

The economic rationale for domestic consolidation is indisputable. An early view of consolidation in banking was that it makes banking more cost efficient because larger banks can eliminate excess capacity in areas like data processing, personnel, marketing, or overlapping branch networks. Cost efficiency also could increase if more efficient banks acquired less efficient ones. Though studies on efficiency in banking raised doubts about the extent of overcapacity, they did point to considerable potential for improvement in cost efficiency through mergers (Somoye, 2008). Soludo (2004) canvassed that the goal of the reforms is to help the banks become stronger players in global, and in a manner that will ensure longevity and hence higher returns to the shareholders over time and hence lead to greater impact on the Nigerian economy. It is strongly believed that the ultimate beneficiaries of this policy shift would be the Nigerian economy - the ordinary men and women who can put their deposits in the banks and have a restful sleep; the entrepreneurial Nigerians who can now have stronger financial system to finance their businesses; and Nigerian economy which will benefit from internationally connected and competitive banks that would also mobilize international capital for Nigerian development. This measure is about the Nigerian people. It is about meeting their national economic emancipation and development strategy (NEEDS) (Soludo, 2004). Consolidation of Nigerian banks has indeed increased the financial muscle of the sector. It has contributed to the major foreign direct investments in the country. While consolidation positively moved towards its goal, it behooves on banks to increase it effort in funding small and medium scale enterprises in Nigeria. This has become imperative given the positive and significant impact it had in post consolidation era of the Nigerian economy.

5.4 RECOMMENDATIONS 

This study recommends as follows: 

It is therefore recommended that government should make policies that will strengthen and boost capital of small and medium scale enterprises capital through the encouragement of consolidation of banks and also monitor closely the management of the banks to ensure that more funds are granted to SMEs as to ensure the survival of small and medium scale investments as observed in post consolidation era in Nigeria.

The consolidation of banks has been the major policy instrument being adopted in correcting deficiencies in the financial sector as well as accelerating the rate of growth in the sector. This study therefore recommends the enactment of polices that will support institutions such as Nigerian Bank for Commerce and Industry and other similar banks that will support the growth of SMEs in Nigeria.

The economic rationale for domestic consolidation is indisputable. Consolidation in enables cost efficient because larger banks can eliminate excess capacity in areas like data processing, personnel, marketing, or overlapping branch networks. This study therefore recommends the strengthening of the consolidation policies of Nigeria in a bid to growing deposits of banks.
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QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE AND AVOID TICKING TWICE ON A QUESTION

SECTION A

PERSONAL INFORMATION

	Gender distribution of the respondents

	Response
	Please tick

	Valid
	Male
	

	
	Female
	

	


	The positions held by respondents

	Response
	Please tick

	Valid
	Entrepreneurs   
	

	
	Members 
	

	
	Executives    
	

	
	Vendors    
	

	


	Pre and post bank consolidation do not have significant and positive impact on the number of registered small and medium enterprises in Nigeria.

	

	Response 
	Please tick

	Agreed
	

	strongly agreed
	

	Disagreed
	

	strongly disagreed
	

	
	

	


	Pre and post bank consolidation of banks in Nigeria do not have significant effect on asset size of small and medium enterprises in Nigeria.

	Response 
	Please tick

	Agreed
	

	strongly agreed
	

	Disagreed
	

	strongly disagreed
	


