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ABSTRACT
This extended essay aims to appraise the importance of financial institution in the development of small scale industries in Nigeria. The aim is to ascertain the importance of financial institution and how these financial institution support the growth and development of small scale industry. And the problems of small scale industries that makes them efficient and how they are solve through the hedge provided by financial institution through quality loan at subsidies rate, insurance etc. It is necessary to give financial support to small scale business because of their great function they perform in the economy. Finally, the extended essay do not down that the content of this essay will eliminate all the problem that small scale business has been facing. Its however, hoped that the department will take cognizance of some of this essay and on them accordingly. 
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CHAPTER ONE
1.0 INTRODUCTION
This chapter defined the meaning of financial institution, how they perform their function on the small scale industries and how they help them to regulate their business. It tells us the meaning of the small scale industries and the historical background of the small sale industries how they perform their function in the development of the Nigeria economy.
In Nigeria, economic growth and development have been hampered due to our inability to manage indigenous firm/industries.
We should understand that for any economy to grow and develop, there is need for small-scale industries to exist. Small-scale industries has been defined as the willingness and ability of an individual to seek out investment opportunities, establish and run out an enterprises successfully. But this can be achieved with the assistance of financial need and security.
Financial institutions provides loan to small scale industries which the invest to produce goods and services efficiently to meet the needs and desires of Its customers, again they maximize profit thereby providing desired growth for the firm and protecting the interest of owners.

1.1 BACKGROUND OF THE STUDY
Its due to mention the ways of entering into business venture by bringing already established business while the other way is to start a new business. In other case, the entrepreneur need some prior business depends on answering the following question correctly:
a) Do I have the financial requirement of the business intended to establish?
b) Where can I obtain the finance need for the establishment?
c) The availability of collateral securities to obtain loan from banks.
d) What is my financial record with banks?
e) What type of business ownership do I involve myself?
f) Do I have the experience for the management of my business?
g) How large is the business going to be?

Your answer should be useful in determining how much working capital you will need. Its most people apply the term small scale business to be the local corner delegestore, bakers shop, road side machine etc. this may be accurate enough for general use since small firms operation on this scale in Nigeria.
But most of this small business fold up even before they gain acceptance some if the problem that could course business failure whether it is necessary for someone to go into business are – 
i. Lack of Finance – Due to the fact that finance are needed for initial capital as well working capital. It is necessary to have enough finance to enable the business to give a better stand due to lacks of collateral security to obtain loan from the banks lead to the failure of some business.
ii. Managerial Ability – Some entrepreneur have now managerial ability that is they have low future vision which make business to collapse. 
iii. Going into business with little or no Experience.
iv. Lack of Research – Planning in without first resting the trouble water or a small scale.
v. Failure to keep complete and accurate records which the business will require to successful operations.
vi. Failure to understand changing economic conditions. Due to my observation the major problems of small scale business is of finance. Because of lack of finance many business have died with their aims and objectives without creating and impacts and the society through the establishment of financial institutions some of the problems have being solved.
1.2 OBJECTIVE OF THE STUDY
All researchers of project without aim and objectives will be meaningless. The aims of this extended essay is to find out the role of the financial institution in the development of Nigeria economy and to create awareness of sub-sector. The study will also find out what contributed to the general failure of the small scale business and what are the solution to the problems in term of financial economic sector and personal effect.
1.3 RESEARCH QUESTION
The research is guided by the following question:
1. Does financial institution play a role in the develoment of small scale industries in  Nigeria?
2. What are the problems that makes small scale industries ineeficient
3. How does financial institution support small scale industries?
4. How can the problem face by small scale industries be ameliorated?
1.4 SIGNIFICANCE OF THE STUDY
i. The significance of this essay is to serve as a reference point to the researchers, caption of industries government as well as students who are intended in knowing the importance of financial institution in the development of small scale industries.
ii. The researchers have acquired information about what small scale industries is, the importance and the problem associated with small scale industries in Nigeria.
iii. Another significance of this research work is to encourage small scale industries on how to promote the business.
iv. It also  serve as a reference to the researcher that discover the ways in which government contribute immensely for the development of small scale industries.

1.5 SCOPE AND LIMITATION
The researcher would focused on the study of small scale industries in Nigeria i.e. problem facing the sector are of the constraint was that of time to scope with both class work and that of project work. As a result of that, time was shared between class works and project research works. Since project limiting is not the course that quantify the research for the reward of national diploma in business studies.
Also lacks of financial resource serves as one of the limitation in carrying out this research. The cost of transportation and other expensive activities undertaken in carrying out this future studies on the subject.
More so without financial support from the government there is no way that small scale industries can progress.
1.6 DEFINITION OF TERMS
Small-scale business: Small-scale business is any manufacturing processing or services industry with a capital investment onto exceeding N150,000.00 in machinery and equipment alone.
Feasibility Studies: Feasibility studies are the investigation and analysis of a new business to determine the viability of a proposed business.
Market Analysis: Market analysis is the process of determining what the consumers really need, their location, their perception, preference and demographic characteristics.
Training: Training is the process by which a trainee acquires knowledge and skill both practical and technical necessary for the efficient execution of the function for which he or she was desire.
Working Capital: Working capital is the capital needed by a business to finance the day to day operation of the business.

CHAPTER TWO
LITERATURE REVIEW
2.1INTRODUCTION
This chapter makes a review of related literature on the subject matter “the importance of financial institution in the development of small scale industries”. Current review of scholars, textbooks, magazines and professional is carried out under the following sub-headings. Definition of small scale enterprise, characteristics of small business enterprise to the economy. Contribution of small scale industry, problems of small business, function of financial institution and lending policies etc.

1.6 SMALL SCALE ENTERPRISES DEFINED
Small scale business companies of different definitions depending on the environment cannot be one of the standard definition for small scale business. According to the federal ministry of industry act (FMI) (1979-2) small scale business consist of any business with total capital investment of two million naira (N2,000,000) with a number of employees not more than fifty (50).
The central banks of Nigeria (CBN) act January – march 1994 also define small scale business as any business enterprise with total or annual turn-over not exceeding five million naira or below hundred naira.
Committee for economic development of USA (CED) considered a small scale business when at least two of the following characteristics prevailed:
1. Managers are often the owner.
2. Capital is furnished by one individual owner or a small group
3. Area of operation is local
4. The business is small in comparison with larger competitors in the industry.
Putting the characteristics together, a small business can be self managed and if related to small in size and when considered as part of industries.
World bank defined small scale enterprise as any on going concern whose total capital investment does not exceed N300,000.
Government credit accordingly to plateau state ministry of industry define small scale business or industry as “any industry carrying on manufacturing products on serving activities with capital investment not exceeding N150,000 in machinery and equipment.
The companies and allied maters decree number one of 1990, section 376 (2) also defined small scale indsurties as industries whose annual turn over is not more than their two million (N2,000,000) or whose asset value (not worth) is not more than one million (N1,000000). Small scale enterprise have been defined in several ways, at the level of capital, a small scale business have been defined as those industries with total investment of between (N200,000) and (N2,000000) exclusive of land built, including working capital.
From the foregoing review on what people think should be the definition of a small scale enterprise, the researcher found it worth while to look small scale business dominates the overall business activities in Nigeria, individuals, groups, companies or cooperative can establish them but whatever the return of small business such business share the same characteristics as big one. It is interesting to note the most big business stated as small but with proper planning and effective management extended and know at the same time it will be risky to assure that small industries are exactly like big once after the difference in size.

According to the committee for economic development (ECD) of the united state, they have given a valuable list of characteristics of small and medium businesses as follows:
1. Managers are often the owners
2. Owners supply capital
3. Areas of location is mainly local
4. Small in size with the industry
Acooding to (CAMA) company and allied matter act of (1990), the characteristics attributed to small business on industries as follows:
i. It is a private company united by shares.
ii. Amount o turn over is less than two million or such amount as may be fixed by the cooperative affairs commission.
iii. Its assets value is less than one million or such amount as may be fixed by the cooperative affairs commission.
iv. None of the members is government agent or nominee.
v. None of its members is an alien.

At a small business from this angle, it may be useful to describe it in quantitative term as one which administrative and operation management lie in the hand of few or one person who are responsible for the major decision of the organization in almost exclusively in the hand of its owners.

1.7 CHARACTERISTICS OF SMALL BUSINESS ENTERPRISE TO THE ECONOMY
The characteristics of small business varies according to different school of though “size” in all relative depending on he individuals point of view.
A company may be big when taken by itself and yet small when compared with other companies in the same industry since a company should therefore be categorized a small depending on the capital or the worth of such industry.
Various school of thoughts have their point a follows:
1. Total investment cost
2. Size of turn over
3. Even operational environment that would be imaged by DERRI
According to Rosins (1972) a small scale enterprise is characterized by small market share. This is because the least majority of small firms do not have a large share of their market to enable them expand to any significant extent, the price or total qualitative goods and services sold.

1.8 CONTRIBUTION OF SMALL SCALE INDUSTRIES TO THE ECONOMY
Small scale industries have its contribution to the economy. According to Hamza R. Zayyad (1981, vol.6, No.3) titled industrial development in Nigeria that in a developing economy such as ours, the need to have a balance economy of heavy industries and small industries cannot be over emphasized the list number of preditional and modern small business in Nigeria suggested that the situation offers sustained opportunity of the sector. 
The small business enterprise sector is not several contribution should be looked at in terms of goods and services as well as its role in supply required inputs to large scale enterprises and government effort. Small scale business makes it possible for consumer to get their needed goods almost at their door step because they are almost cited many kilometers away from their customers. As a result of this, goods produced by small scale industries are likely to cost less due to the obvious reason of reduction in transport cost. By this, the increase in output of goods and services at stable prices and possible at lower prices satisfactory to the customers.
The role of SMEs in developing countries including Nigeria has been established. Such industries contribute immensely to economic development of a country in the following areas: 
A.Capacity Building: SMEs provide a platform for training of indigenous entrepreneurs, which drives the wealth creation process at all levels. It has even been established that SMEs is a nursery of entrepreneurship where individual creativity and innovation are the driving force. Therefore, they may be as the university where vast majority of entrepreneur receives training. 
B. Employment Generation: SMEs have the capacity to generate employment as their mode of operations is more labour intensive. Their labour intensive nature is much higher than that of large enterprises. It has also been observed that more jobs per unit of investment capital and per unit energy consumed are created worldwide by SMEs than large scale enterprises (Venkatarman, 1984). They have therefore helped in solving the problem of unemployment in many countries. 
C. Promoting Growth: In like manner, SMEs by its nature are such that they are involved in primary and secondary economic activities that depend heavily on locally sourced materials. As such they achieve high value added operations which is a key role in the growth and development of any economy. 
D. Industrial Dispersal: SMEs could easily be located in rural areas because they can survive on rudimentary industrial infrastructure consequently they serve as major facilitators for industrial dispersal and rural development and thus have the capacity to stem rural-urban conjuration. 
E.Backward and Forward Linkages: Most SMEs output serves as intermediate or semi-processed goods of large scale firms. By this, they generate mutual industrial linkages between local producers of raw materials and large industrial concerns. 
F. Technological/Industrial Development: SMEs have short-term gestation period and high potentials for quick yield on investment. They provide promising alternatives for countries that desire the fast option of industrial development. This is possible in most cases because the technology in use is less complex and can be handled and manipulated by the entrepreneurs. 
G. Technological Acquisition Small-scale industries provide opportunities for the development of local skills and technology acquisition through adaptation. The “Aba made good syndrome” a concept adopted by the part of Nigeria is a clear manifestation of such technological acquisition and this gives impetus to rapid development in the economy (Odubanjo, 2000). 
H. Poverty Alleviation: SMEs play a vital role in reducing poverty and inequality among citizenry. This is not unconnected to the affordable and relatively low capital requirement for its establishment. It also engages both skilled and unskilled workforce thereby creating a means of livelihood. This is an important role in any economic development process.
PROBLEMS OF SMES DEVELOPMENT IN NIGERIA 
Small and Medium Scale Enterprises (SMEs) are veritable tool of economic development to a developing economy. Unfortunately, this development is limited by some constraints highlight below: A.Inadequate Access to Finance Capital:
A key problem discovered during the research is the funding. Amidst the acclaimed beneficial impacts of SMEs on economic development, entrepreneurship, and improved local technology, small business in Africa have shown gross underperformance due to lack of funding (Moses & Adebisi 2013; Etebefia & Akinkumi 2013). The situation has undermined the potential contribution of the sector to increase development and economic growth. The participants of the study attributed this scenario of underperformance to the lack of financing, and challenged the government to take responsibility in uplifting the entrepreneurs. The issue of underfunding in the area of study is twofold: inability to secure adequate funds to start-up businesses; and inadequate funds to sustain or upgrade the small enterprises. The interviewees explained about her experience with inadequacy in funding for the business. 
The findings of the study are supported by (Klein 2014) who had insinuated that many entrepreneurs start off their business through their savings and loans from families and friends. The Organization for Economic Co-operation and Development (OECD 2009) had suggested that over the years, the Nigerian government had introduced various financial schemes to channel funds which would assist small business in the country. However, these schemes did not yield any results with many ending up being closed within a year. Considering the study context, getting loans from institutions is the hardest task to accomplish.
 Majority of them have limited access to foreign exchange as well as institutional credits This has adversely affected SMEs scale of operations and many countries have adopted policies aimed at ameliorating their financial conditions such as liberalization of the financial markets, the establishment of lending institutions and at times the formulation of policy measures that compel financial institutions to allocate a certain percentage of their lending portfolio to SMEs. Because majority of SMEs are predominantly sole proprietorship, banks view them with lots of caution and as such these policies have not been implemented to the letter. Furthermore, the death of the owner results in discontinuity of their operations as there are usually no succession plans in place. This raises the risk of financing such establishments. B.Inadequate Infrastructural Base 
The availability of infrastructural facilities in most developing countries are grossly inadequate. This includes epileptic power supply, lack of adequate water supply, poor state of road network and unreliable telecommunication facilities among others. The study also found that the SMEs are confronted with lack of infrastructure. Boter & Lundstrom (2005) claimed that the process of providing infrastructure can either make or break entrepreneurship in a country. In other words, the availability of infrastructure determines the success or failure of the SMEs. In Nigeria, issues relating to lack of infrastructure have been there for decades. Critical infrastructure to support businesses includes proper road networks, sufficient electricity supply, efficient waste disposal, and good a water supply. Opara (2011) noted that lack of these facilities may hinder entrepreneurial ventures. During the study, participants commented about the worrying impacts of poor infrastructure on enterprises. One of the participants complained that the small businesses in Nigeria are not growing due to the fact that the infrastructure in the country is very poor. Electricity and water supply are the major concern; they are limited and are very expensive when available, yet most of the SME owners cannot afford. Small businesses require resources and services in order to be successful. These resources can be the responsibility of the business owners and the government to provide. Many decades, lack of infrastructure has been considered an Africa problem that affects the growth of economies. Oraka (2013) stated that Nigeria has remained underdeveloped and in economic turmoil due to the decaying infrastructure. One aspect of this threat is the epileptic and erratic power supply which affects the operation of businesses. Many of the respondents shared the view asserting that they are unable to make profits due to the inadequate power supply
C. Inadequate Information Base 
Lack of proper management of information and poor record keeping are key issues affecting small businesses in Africa. In particular, these two situations impact greatly the success of SMEs in Nigeria. Most of the businesses that were interviewed do not consider record keeping an important process, and those who keep records do it unprofessionally. SMEs are characterized with poor record keeping thus they lack necessary information required for planning and management purposes. This usually affects the realization of the objectives of the sector. . It has, however, been argued in the literature that in order for SMEs to operate successfully, there is a need for proper management, keep updated records, and record all business affairs, including documents, finances, and store data (Ejemobi 2013). The role of recordkeeping in enhancing successes among SMEs is also supported by (Peacock 1988) who found that many businesses fail due to the absence or inefficiency of accounting records. Almost three-quarter of the failed businesses he surveyed were either lacking records, or having only taxation records. Similarly, (Williams 1986) attempted to evaluate the adequacy of record keeping among 10,570 SMEs in Australia. He found that most of the failed entrepreneurs kept inadequate account records. The scenario shows that keeping of records is an important activity in SME management.
.Low Entrepreneurial Skills The success of SMEs is usually in jeopardy as most entrepreneurs lack the required entrepreneurial skills and management expertise to survive. They lack good exposure to management theories/training/practices. Worst still, they do not keep abreast with modern day techniques. Apart from the problem of poor recording, many African SMEs are unable to distinguish between the money for personal and working use. (Olatunji 2013) noted that many businesses in Nigeria end up using working capital for personal use, and this is majorly associated with lack of record keeping. Majority of the companies interviewed have faced this problem, and in some instances, closed their companies. Many SMEs do not have a business account, but instead share one account for both personal and business. Most of the participants stated that there is no need for having a different account. The scenario was echoed by one interviewee who argued that he did not think there is a need to have a separate account for the business yet his revenue was less than 600,000 naira.
D. Poor Policy Implementation 
E. The federal government has formulated good policies in the past but implementation and control has always been the problem. As such SMEs hardly thrives in Nigeria. It is important to note that the policies put in place to help in the establishment and operations of small and medium businesses in the country have not been productive. Indication shows that the policies which had been put in place have not been successful in their conceptualization and formulation, or failed in the implementation stage. The research showed that one of the reasons for the ineffectiveness of the policies was the fact that managers, proprietors, and operators of the SMEs were never involved in the policy formulation process, thus, could not identify the problems facing them. All SME stakeholders should be involved in the formulation and implementation of policies in order to enhance their effectiveness.
Solutions to the problem of SME
Based on the exploratory survey of some suggestions have been made to help small scale businesses. Government initiated programmes should be restructured, if not redesigned and should be centered on a participatory approach to enhance SME development. Government should encourage philanthropists and nongovernmental organisations (NGOs) to supplement their effort in providing moral, technical and financial support for the development of Small and Medium Scale Enterprises (SMEs).Government and financial institutions should develop a holistic approach to provide adequate training and organize workshops/seminars for entrepreneurs. 
National Orientation Agency (NOA) should organize programmes to change the orientation of youth/graduates/citizens from job seeking to skill acquisition and entrepreneurial development. Government should develop and implement policies that will stand the test of time and enable SMEs compete and survive in a commercial setting. Government should endeavour to provide a friendly business environment in terms of adequate infrastructural facilities, good roads, efficient telecommunication system and uninterrupted power supply for the growth and development of SMEs.
1.9 PROBLEMS OF SMALL BUSINESS
Several problems hinder the growth of small scale industries. These problems have been conveniently grouped by experts as financial, managerial, technical and commercial. Financial problems should be expected given the limited capital of most of the entrepreneurs in the small and medium industries sector are in the ability to top maximum benefit from the resources of the organized financial sectors. Other problems which are central in the further growth of that enterprise include the training  and educational limited ability to purchase expert advice, these contributes considerably to managerial problems, technical problems have been attributed to limited access to modern equipment and technology, which include maintenance and lack of association and lack of proper market survey and inadequate distribution channels for the scales of product and services.

According to Houseline M.B  (1992) in the role of small scale industry to its locality stated that some principle administrative practice and excessive transaction rate hinder small scale product activities in residential area in urban towns. He further stated that they are poled with problems of higher transport cost in procurement of inputs and distributor of it  goods and services to its numerous customers. The given contributions that small scale industries can make to themselves are poled by problems such as:
1. Marketing: At time the problem casued by lack of knowledge on the part of the industrialist as to what market options available to union such as market mix strategies and segmentation of the market product posting.
2. Infrastructure: The inadequate of infrastructural facilities is one of the problems that almost every member of the Nigeria society has to content with all small scale industrialist. The disruption of power supply on provision of industrial areas and according to him, approximately 70% of commercial banks deposit are lent to promote industries and commercial borrowers while most of the rest in lent either directly or indirectly to the government.
3. Commercial banks also provide other services: speedy services by making use of efficient payment mechanism for their current account customers. (Pg.27-28) but generally, A. Soyode and A. Oyede (1986) in their nook and also with some if not much contribution from G.O Nwankwo who is a professor of finance in university of Lagos believes that the main function of commercial banks are:
1. Acceptance of money for safe keeping.
2. Providing loan and overdraft
3. Providing the facilities for the transfer of money
4. Providing services to exporters and exporters. 
5. Acting as referees
Loan and overdraft are provided to customers who are expected to present collateral securities. In addition, they pay commission on such loans customers are also allowed to overdraft their current accounts, transfer of money is done through issuing of cheques, credit standing order, credit and direct deposit system.
Commercial banks also makes payment on behalf of their customers for good purchase abroad and issue transfer cheque. One of the functions of rendering services to importers and exporters in tat they often help customers to export goods, though the issuance of travelers cheque and also aid its customers to import goods in the country. In acting as referees and trustees, they give financial advice to customers on how to manager their business, estates and the incapable net worth of real development particularly in the rural area constitute constrains to rapid development and growth of those areas. 

1.10 FUNCTIONS OF FINANCIAL INSTITUTION
In the books of (D.P Whiting 2000) titled “element of baking” he asserted that the functions and roles of commercial banks ranges from the following:
1. Acceptance of deposit – 
Commercial banks accept deposit from their customers but unlike other banks such as the rational saving banks and the trustee saving banks, most of the total sum deposited within are from industrial and commercial depositors. This does not mean that the commercial banks are not private customers but the sum of money involved are much greater for firms than that of individuals. Under he functions it operates, three types of accounts namely the current account which bears no interest. The deposit account which attract small amount of deposit normally deposited on a regular basis, this is also bears interest. Note that presently, there is an existing policy which allow some current account to earn interest.

2. Provision of credit inform of loan and overdrafts:
This means that commercial banks often gives out loan to their substantive customers and randomly allow a customer to withdraw money in access of this accounts and they also provide credit by giving out the amount deposited by the customers to other customers by doing this they often get interest which in universal termed as credit.
They serve as executors and trustees by looking after a deed main estate and distribute his assets as laid down in his will.

1.11 LENDING POLICIES OF COMMERCIAL BANKS
Commercial banks like other banking industries give out loan to their individual customers and organizations. All commercial banks in the country follow the laid down general policy of the federal government on loans. In 1991 Bridget, it stated that “in view of the need to urban migration, the requirement that commercial shall lend torurla branch customers and minimum of 50% of total deposits mobilized from such area shall remain in force’ such shall continue to be granted exclusion and according to the federal government each banks render appropriate statistical returns in its rural acitivites to the central banks along with the regular first and second scheduled. 
Returns not later than 28days after the need of each reporting mouth (guardian financial weekly page 7). Also in area of loan in financing small scale or forms, the existing prescription on lending according to the 1991 budget shall continue to apply.
Commercial banks loans to small scale firms remains at 20 to total credit outstanding and such loans shall straight forwardly be for activities in the industrial sectors but shall exclude general commercial. Therefore, in line with these, small scale firms for commercial banks loans is deprived as one whose capital investment does not exceed N50 million (including working capital) or whose turn over does not exceed N250 million annually. 

More also, the monetary policy circular No.23 amendment No.3 1989 under which commercial and merchant banks and any other finance form profits and cash flow generated from the operations of the company or banks.
1. Suitability – The banker should also satisfy himself about the suitability of a loan/advances even when the requirement of a borrower satisfy all safety and risk consideration. It is absolutely necessary for the banks to ensure that the purpose of the loan is not in conflict with the economic and monetary policies of the government.
2. Profitability – It is a well known fact that banks are business establishment mainly to generate profits and not as charity organization. Therefore, any facilities mounted are expected to yield some profits to the banks. What determine the amount of profit is the interest rate charge. In Nigeria, contract interest rate are fixed by the central bank of Nigeria. This banks especially commercial banks are also to make profits relatively easy.
Lastly, inspite of all the myriad of control regulations and guidelines in respects of banks lending in Nigeria, banks have to exercise care and prudence in their lending activities. When a manager is approached for a loan or overdraft facility he should obtain satisfactory insurers  to some basic questions which have been described as cannons of lending as postulated by law of contract matters which include the following:
1. How much does the customers want to borrow?
2. Why does the customer want banks finance?
3. How long does he want it for?
4. How does he intend to repay?
5. I the customer business financially strong enough to keep going if his plans suffer a set back?
6. What succri can be offer?
7. What is the banks assessment of the customers?
2.2 THEORETICAL FRAMEWORK
The theoretical framework of this study is based on the endogenous growth model where persistent economic growth is conditioned on human capital accumulation (see Lucas, 1988; Romer, 1990; and Romer, 1994). The proponents of endogenous growth models opined that growth rate of output is endogenously determined within the economic environment. The implication of these models is that human capital is the driving force in the growth process of an economy. The theoretical consideration which this study is anchored on stems from the generalization of the human capital production technology as determinants of growth and the accessible channels of human capital investment in developing countries in which associated consensus is still controversial in literature. Park (2004) argued that investments in human capital are determined by individual optimization decisions based on the market incentives and government subsidies. Although endogenous growth models indicate that a society with higher incentives for human capital investments would generate higher growth, it is not clear how the social incentives for human capital should be structured across different education levels. This is an important issue since different structures will lead to different compositions of human capital in the population which may or may not have differential impact on the productivity growth.
Endogenous Growth Theory
Endogenous growth theory, according to Temple (2009) has stimulated economists’ interest in the empirical evidence available from cross country comparisons, bearing on the main level relationship between human capital development and economic growth. Temple describes physical capital accumulation as sufficient to determine the dynamic evolution of output. To specify the growth path when human capital is included, it is necessary to consider an additional sector where the growth of human capital has taken place. Given that physical capital is characterized by diminishing returns, the required assumption for the model to exhibit a positive growth rate of output per worker in the steady state is that the technology for generating human capital has constant returns; meaning that the growth of human capital is assumed to be the same for a given effort, whatever the level of human capital attained. With the assumption, the rate of output growth (per worker) is positive and increasing in the productivity of education or on the job training in the creation of human capital.

CHAPTER THREE
RESEARCH METHODOLOGY
3.1	INTRODUCTION
	In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2	RESEARCH DESIGN
Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3	POPULATION OF THE STUDY
	According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 
	The main focus of this study is to examine the importance of financial institution in the development of small scale industries using Umuahia South Local government in Abia State  as case study. Staff and Manager were selected from Fifteen (15) small-scale business in Umuahia South Local Government  which form the population of the study.
3.4	SAMPLE SIZE DETERMINATION
A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5	SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE
According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.
In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of small-scale business and development of society using Umuahia South Local Government, the researcher conveniently selected Ten (10) teachers each  from Fifteen (15) sampled small business which form the sample size. Thus 150 participant were selected  as the sample size for this study. 	According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 	RESEARCH INSTRUMENT AND ADMINISTRATION
The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section inquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7	METHOD OF DATA COLLECTION
Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8	METHOD OF DATA ANALYSIS
The responses were analyzed using simple percentage,  mean and standard deviation which provided answers to the research questions. 
In analyzing data collected, mean score was used to achieve this. The four points rating scale will be given values as follows:
SA = Strongly Agree		4
A = Agree				3
D = Disagree			2
SD = Strongly Disagree		1
Decision Rule:
To ascertain the decision rule; this formular was used
	4+3+2+1 =10=  2.5

      4           4




Any score that was 2.5 and above was accepted, while any score that was below 2.5 was rejected. Therefore, 2.5 was the cut-off mean score for decision taken.
3.9	VALIDITY OF THE STUDY
Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10	RELIABILITY OF THE STUDY
The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11	ETHICAL CONSIDERATION
The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.


CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.0 INTRODUCTION
This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of one hundred and fifty (150) questionnaires were administered to respondents of which only one hundred and forty-one (141) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 141 was validated for the analysis.
4.1	DATA PRESENTATION
Table 4.2: Demographic profile of the respondents
	Demographic information
	Frequency
	percent

	Gender
Male
	
	

	
	72
	51.1%

	Female
	69
	48.9%

	Age
	
	

	25-30
	33
	23.4%

	31-36
	56
	39.7%

	37-42
	35
	24.8%

	43+
	17
	12.1%

	Marital Status
	
	

	Single 
	84
	59.5%

	Married
	57
	40.5%

	Separated
	0
	0%

	Widowed
	0
	0%

	Education Level
	
	

	NCE
	52
	36.9%

	BS.c
	79
	56.0%

	MS.c
	10
	7.1%

	MBA
	0
	0%


Source: Field Survey, 2021
From the demographic representation above, 51.1% of the respondent are male, 48.8% of the respondent are female. on age bracket, 23.4% of the respondent are aged between  25-30 years. 39.7% of the respondent are aged between 31-36 years. 24.8% of the respondent are aged between 37-42 years. 12.1% of the respondent are between 43years and above. On marital Status, 59.5% of the respondent are Single. 40.5% of the respondent are Married. On educational qualification, 36.9% of the respondent, 36.9% of the respondent are NCE holders. 56.0% of the respondent are B.Sc holder, 7.1% of the respondent are Master Degree Holder.		
4.2	DESCRIPTIVE ANALYSIS
Question 1: What are the contributions of small-scale business to the development of Umuahia South  Local Government Area?
Table 4.2:  
	S/N
	ITEM STATEMENT
	SA
4
	A   3
	D 
  2
	SD 
 1
	X
	S.D
	DECISION

	1
	Has provided employment opportunities
	99
	21
	12
	09
	3.5
	4.5
	Accepted

	2
	Led to increase in innovation and new products
	78
	43
	14
	06
	3.4
	4.4
	Accepted

	3
	Created a wide market and competition
	86
	15
	26
	14
	3.2
	4.3
	Accepted

	4
	Has given avenue for individual financial independence   
	102
	31
	05
	03
	3.6
	4.6
	Accepted 

	5
	Increase in Local government revenue and external investors
	65
	57
	18
	01
	3.3
	4.4
	


Source: Field Survey, 2021
From the responses derived as described in the table above the contributions of small-scale business to the development of Umuahia South Local Government Area, the table shows that all the items ranging from employment creation, innovation, wider market/product, financial independence and increases in Local government revenue (item 1-Item 5) were accepted. This is proven as the respective items (item1-item5) had mean scores above 2.50 .
Question 2: What are the factors which influence growth of small-scale industries in Umuahia South Local Government Area?
Table 4.3:
	S/N
	ITEM STATEMENT
	SA
4
	A   3
	D 
  2
	SD 
 1
	X
	S.D
	DECISION

	1
	Good management Skill
	71
	53
	10
	07
	3.3
	4.4
	Accepted

	2
	Customer niches and market dominance
	86
	31
	16
	08
	3.5
	4.5
	Accepted

	3
	Quality manpower and employee cooperation
	65
	45
	14
	17
	3.4 
	4.3
	Accepted

	4
	Favourable government policies   
	100
	29
	07
	05
	3.6
	4.6
	Accepted 

	5
	Access roads and power supply
	65
	57
	18
	01
	3.3
	4.4
	Accepted


Source: Field Survey, 2021
From the responses derived as described in the table above  the factors which influence growth of small-scale industries, the table shows that all the items ranging from good management, marketing strategies, manpower, access roads and power supple (item 1-Item 5) were accepted. This is proven as the respective items (item1-item5) had mean scores above 2.50 .
Question 3: What are the problem associated with small-scale industries in Umuahia South Government Area?
Table 4.4
	S/N
	ITEM STATEMENT
	SA
4
	A   3
	D 
  2
	SD 
 1
	X
	S.D
	DECISION

	1
	Inadequate capital for startups
	68
	53
	13
	05
	3.3
	4.4
	Accepted

	2
	Lack of advertising strategy
	89
	31
	13
	08
	3.5
	4.2
	Accepted

	3
	Poor power and infrastructure
	56
	45
	25
	15
	3.4 
	4.3
	Accepted

	4
	Inconsiderate government policies    
	102
	31
	05
	03
	3.6
	4.6
	Accepted 

	5
	Mechanical system of promotion
	99
	21
	12
	09
	3.5
	4.5
	Accepted


Source: Field Survey, 2021
From the responses derived as described in the table above the  the problem associated with small-scale industries in Abak Local Government , the table shows that all the items ranging from inadequate capital, inconsiderate government policies, lack of advertising strategy, mechanical system of promotion, lack of management skill (item 1-Item 5) were accepted. This is proven as the respective items (item1-item5) had mean scores above 2.50.
Question 4: Does financial institution play a role in the development of small scale industries in  Nigeria?
Table 4.5
	Options
	Frequency
	Percentage

	Yes
	92
	65.2

	No
	33
	23.4

	Undecided
	16
	11.3

	Total
	141
	100


Field Survey, 2021
From the responses obtained as expressed in the table above, 65.2% of the respondent  said Yes, 23.4% of the respondent said No. 11.3% of the respondent said undecided. 
Question 5:  How does financial institution support small scale industries?
Table 4.6
	S/N
	ITEM STATEMENT
	SA
4
	A   3
	D 
  2
	SD 
 1
	X
	S.D
	DECISION

	1
	By making loan accessible to them
	102
	31
	05
	03
	3.6
	4.6
	Accepted 

	2
	By investing in their business 
	89
	31
	13
	08
	3.5
	4.2
	Accepted

	3
	By buying shares and becoming a partner
	56
	45
	25
	15
	3.4 
	4.3
	Accepted


Source: Field Survey, 2021
From the responses derived as described in the table above on the  ways financial institutions support the development of SME’s, the table shows that all the item(item 1-Item 3) were accepted. This is proven as the respective items (item1-item3) had mean scores above 2.50.
Question 6: What are the ways of solving the problems of SME’s?
Table 4.7:
	S/N
	ITEM STATEMENT
	SA
4
	A   3
	D 
  2
	SD 
 1
	X
	S.D
	DECISION

	1
	Banks should make credit accessible
	68
	53
	13
	05
	3.3
	4.4
	Accepted

	2
	Government should make provision for loan
	89
	31
	13
	08
	3.5
	4.2
	Accepted

	3
	Local government policies should be improved to favour SMEs
	56
	45
	25
	15
	3.4 
	4.3
	Accepted

	4
	Taxes should be reduced to encourage startups 
	102
	31
	05
	03
	3.6
	4.6
	Accepted 


Source: Field Survey, 2021
From the responses derived as described in the table above on the  ways of solving the problems of SME’s, the table shows that all the item(item 1-Item 5) were accepted. This is proven as the respective items (item1-item5) had mean scores above 2.50.




CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 INTRODUCTION
This chapter presents the summary of the study, conclusion and some useful recommendation that will help financial institution in the development of small scale industry.
5.2 SUMMARY OF FINDINGS
In the cause of undertaking this study, the following major findings have been made.
1. The study found that the problems of poor funding of small scale business enterprise have not been addressed by financial institution. This is one largely to the stage conditions attached to such loans which include high rate of interest and the demand for collateral securities.
2. Despite their poor capital base, small scale business enterprise provide employment opportunities to so many people and serve as sources of revenue to the government.
3. It was further noted that small scale business enterprises is the bane of the national technological take off encounter humorous other problems beside that of funding, this include poor management, lack of current equipment and technologies, inadequate of infrastructural facilities, high transportation, inventory imbalance, misconception of government policies.
4. The study also revealed that most banks/financial institutions managers give out loans or advances without taking into cognizance those questions of the last item of the previous chapter.
5. It was also discovered that small business has contributed in solving some of the problems in the Nigeria consumer community by rendering its goods and services to individual business, organization, government and cooperative bodies.
  
5.3 CONCLUSION
After a careful analysis of the data collected and personal interview of the industry manager, it was found that the industry is completely financed through the industry is were of the financial arrangement for small scale industry such as neither made an attempt for any, this is believed to be nature of the industry and the year of its existence. 
Being a new establishment, it might see debt financing as a hand forward financing a small scale industries since the  nature of the industry is highly sensitive to the higher number of year you have stayed in the business the better.
Lastly, the response from personal/interview shows that adequate record keeping is not in the industry. This job of the accountant and that of the management.
5.4 RECOMMENDATION
In the light of the problem and contributions of financial institutions to small scale business enterprises, the following recommendations are made:
1. The commercial bank/financial institution should try as much as  possible to provide professional in the area of public relations in order to keep good relationship between the constitution and its customers.
2. Strict supervision of powers for which the looks are meant for is loans inspectors from the banks, issuing the loan should be there to see the actual execution of the project.
3. There should be effective communication process between the customers and the bank operations.
4. The financial institution should often more branches in the rural area and help those with small scale business such as poor farmers that majority of the notions health untapped in the rural areas. When this is done, many people will appreciate the value of commercial banks as they penetrates all nooks and crannies of the country by including banking habits among the citizens.
5. Commercial banks should also invest in education projects that are relevant to maining and development of the banks staff. This could be done by sending their staff to institutions of higher learning that offer courses relevant to their field of study.
6. Conditions for granting loan facilities to small scale business should be relooked without prejudice to over exposing themselves.
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QUESTIONNAIRE
PLEASE TICK [√] YOUR MOST PREFERRED CHOICE AND AVOID TICKING TWICE ON A QUESTION
SECTION A
PERSONAL INFORMATION
Gender
Male [  ]	
Female [  ]
Age 
25-35 [  ]
36-46[  ]
47 and above[  ]
Marital Status
Single [   ]
Married [  ]
Widowed [  ]
Qualification
WAEC/OND
HND| BSC
SECTION B
Question 1: What are the contributions of small-scale business to the development of Abak Local Government Area?
	S/N
	ITEM STATEMENT
	SA

	A   
	D 
  
	SD 
 

	1
	Has provided employment opportunities
	
	
	
	

	2
	Led to increase in innovation and new products
	
	
	
	

	3
	Created a wide market and competition
	
	
	
	

	4
	Has given avenue for individual financial independence   
	
	
	
	

	5
	Increase in Local government revenue and external investors
	
	
	
	



Question 2: What are the factors which influence growth of small-scale industries in Abak Local Government Area?
	S/N
	ITEM STATEMENT
	SA

	A   
	D 
  
	SD 
 

	1
	Good management Skill
	
	
	
	

	2
	Customer niches and market dominance
	
	
	
	

	3
	Quality manpower and employee cooperation
	
	
	
	

	4
	Favourable government policies   
	
	
	
	

	5
	Access roads and power supply
	
	
	
	



Question 3: What are the problem associated with small-scale industries in Abak Local Government Area?
	S/N
	ITEM STATEMENT
	SA

	A   
	D 
  
	SD 
 

	1
	Inadequate capital for startups
	
	
	
	

	2
	Lack of advertising strategy
	
	
	
	

	3
	Poor power and infrastructure
	
	
	
	

	4
	Inconsiderate government policies    
	
	
	
	

	5
	Mechanical system of promotion
	
	
	
	



Question 4: . Does financial institution play a role in the develoment of small scale industries in  Nigeria?
	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	




Question 5: How does financial institution support small scale industries?
	S/N
	ITEM STATEMENT
	SA
4
	A   3
	D 
  2
	SD 
 1
	X
	S.D
	DECISION

	1
	By making loan accessible to them
	102
	31
	05
	03
	3.6
	4.6
	Accepted 

	2
	By investing in their business 
	89
	31
	13
	08
	3.5
	4.2
	Accepted

	3
	By buying shares and becoming a partner
	56
	45
	25
	15
	3.4 
	4.3
	Accepted



Question 6: How does financial institution support small scale industries?
What are the ways of solving the problems of SME’s ?
	S/N
	ITEM STATEMENT
	SA

	A   
	D 
  
	SD 
 

	1
	Banks should make credit accessible
	
	
	
	

	2
	Government should make provision for loan
	
	
	
	

	3
	Local government policies should be improved to favour SMEs
	
	
	
	

	4
	Taxes should be reduced to encourage startups 
	
	
	
	







