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ABSTRACT

In this project, the explanation of the stratifies for Enhancing and promoting capital formation amount the small scale enterprises in Nigeria is made.

The importance of this to the growth of small-scale business in Nigeria is advanced.   The general performance of small-scale enterprises in the country is X-vated, using heritage company Enugu, as a case study.

The results of this X-ray are follows.

1)  The net profit of Heritage Company, Enugu is not big enough for the expansion of its operation rapidly.

2)   There is slow increase in the quality of inventories in the stories due to high cost and low profit.

3)  In order to accumulate adequate capital for expansion, there must be compulsory savings by the company and management.

CHAPTER ONE

1.0 INTRODUCTION

Robert H. Heywood, Bruce and Graham 1997, started that capital is the money used by expensive piece of heavy equipment such as bulldozer a sawmill or a tractor-trailer.

According to Abner 1990, capital is the most important of all the factors of production (Czegledi, Fonger, & Reich, 2015).   He noted that the more a country uses her capital, the higher the rate of industrialization and therefore, the rate of development, to him, the reason for this is because the developing countries have less of capital that they are still primary producers largely.   He listed some of these developing countries and they includes the followings:

Ghana and other West African countries

Latin American countries e.g Brazil India

North and central African countries e.g Pakistan

East and southern African countries e.g Kenya.

FC Okechukwu 1999 as an accountant, sees capital as funds (usually in the form of assets).  Contributed by the owners of the business and out residual revenue after meting expenses and outside interest (Czegledi, Fonger, & Reich, 2015).   As a result for a business that is starting operation.  All assets contributed by the owners to set up the business will be regarded as capital.

In the course of his explanation, he mentioned that Pandef sees capital as the total funds invested in the business.   He went further to say that Batty sees capital as the funds used in the business.

Baruam. 1998 reports that another defends of the growth of capital formation in West African is the inequitable distrisation of income.  He noted also, that the very rich people in West Africa tends to become richer while the poor masses become poorer.   He further stated that about 10% of the population of West Africa countries control about 667% of the income again he stated that the few rich people of West African countries can heads their wealth and impound what they can seize, there by invest less in lout productive enterprises there is no sufficient capital to top the human (labour) and Natural (land) resources in West African (Carpenter, 2016).

David Begg 2002 defined capital as the stock of produced goods that contribute to the production of other goods and service.   He stated that industry and business organization needs to increase their capital stock, their machinery equipment, factory and office buildings.   He also stated that industry has to modernize its capital equipment and the new growth industries such as information technology needs to interest for future production (Carpenter, 2016).

Roy Harrod, an English Economist 1940, in his post war theories on capital, emphasized on human capital.  He defined human capital as the skill and knowledge embodied in the minds and hands of the population.

Increasing education training and experience allows workers to produce more output from the same level of physical capital.

George J. Stigler 1975, Defined capital as anything “other than a free human being” which yield valuable services over and appreciable period of times.   He believes that capital consists of all economic foods except people and perishable such s hydroelectric dams etc.  He also view capital as an accumulated fund of general productive power, past income incorporated in particular physical germs or particular forms (Bell, 2013).

1.1   GENERAL BACKGROUND OF THE SUBJECT MATTERS

The growth of small-scale enterprises in Nigeria is being disturbed by inadequate supply of capital and poor performance.

In Nigeria, many small-scale enterprises are bankrupt because of lack of capital which implies, lack of irresistible funds for further growth of a business organization. These problems help the researcher to undertake this study.

1.2    PROBLEMS ASSOCIATED WITH THE SUBJECT MATTER

Osotimehin et.al, observed that, there is strong correlation between the degree of poverty, hunger, unemployment, economic well-being of the citizens of countries and the degree of vibrancy of the respective country’s small-scale enterprises. He added that, Small and Medium Enterprises (SMEs) in Nigeria have not performed creditably well and hence failed to play the expected vital and vibrant role in the economic growth and development of Nigeria. The contribution of the small-scale enterprises to economic development had been widely recognized by previous researchers (Bell, 2013). However, small and medium scale enterprises are very vulnerable and their failure rate is so high that no nation can afford to ignore it. Aremu et.al, noted that, 70 percent of small-scale enterprises in Nigeria failed within the first five years of operation. Small-scale enterprises have areas of key strengths, in that relatively low skills and resources are required for start-ups but also several significant areas of weaknesses and problems, many of them are not only very weak and fragile but have little prospect of growth and development (Bevan, 2014). How do small scale enterprises get their capital to operate and expend? This study seeks to look at this.
1.3 PURPOSE OF THE STUDY

The primary purpose of this study is to examine the strategies for enhancing and promoting capital formation among small scale enterprises in Nigeria. Other purpose of this study are:

1)           To discuss these problems that hinder capital formation by the small scale enterprises in Nigeria.

2)           To emphasize on the causes for these problems in Nigeria.

3)           To suggest the strategies for promoting capital formation among small-scale enterprises in Nigeria.

1.4   SCOPE/LIMITATIONS OF THE STUDY
This problem is limited to the heritage company, Enugu.

 The findings and suggesting of this study if carried out will promote the growth of small-scale enterprises in Nigeria.

1.5 RESEARCH QUESTIONS

In order to achieve the purpose of this study, the following research questions.

1)           What are the factors that hinder capital formation among small scale enterprises Nigeria

2)           What are the strategies or wants of promoting capital formation among the small-scale enterprises in Nigeria?

1.6    DEFINITION OF TERMS

CAPITAL:  The capital as was stated in the project refers to as funds or wealth invested for further production of represents a stock of wealth which exists at a particular time; set aside for production and these stock of wealth includes: money, machines; buildings and stock of foods.

CAPITAL FORMATION:  the capital formation as used also in this project writing refers to the act of increasing the capital, stock or capital base of a company or firm or a nation.

CHAPTER TWO

REVIEW OF LITERATURE

INTRODUCTION

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in three sub-headings:

Conceptual Framework

Theoretical Framework and

Empirical Review of Related Literature

2.1 CONCEPTUAL FRAMEWORK

Concept of Small-Scale Enterprises

There is no global definition of small-scale enterprise, it differs from nation to country, year to year, and period to period due to the very subjective classification of firms as big, medium, or small size. (Ekpenyong and Nyong, 2017; Egbuogu, 2016; Raphael 2019). Globally,according to Stanley and Morse (2017), in postwar Japan, small and medium enterprises are defined as either having capital not exceeding Y50m or having no more than 300 employees in the manufacturing industry, or having capital not exceeding Y10m or having no more than 50 employees in the commerce and service sectors. According to the Indonesia Agency for Small and Medium Enterprises, small scale enterprises are defined as all enterprises, household or cottage, employing less than ten full-time workers and not using motive power or machinery, and medium-sized industries are those employing between ten and fifty workers and using motive power. In terms of quantitative definition, the Indian official version defines small scale industry as manufacturing businesses having an investment in plant and machinery of less than 750,000 Rupees. The term stressed employment, reflecting India's focus with capital shortage and unemployment.
A small scale enterprise is a business that is not large, in terms of its size, scope of operation, financial involvement and the workforce involved. Most small scale enterprises are owned by one entrepreneur. Sometimes a small scale enterprise is said to be a firm that is independently owned and operated and which is not dominant in its field of operation. In general, we should recognize that a small scale business must have few employees, limited capital investment and small scale operation (Nicholas, 1997). As far as the development of the rural and urban areas in Nigeria is concerned, the role of small scale enterprises cannot be under-estimated. The present administration realizes the importance of these small scale ventures hence the various policies being put in place to encourage their growth. The small scale businesses have the potentiality to reduce the rate of unemployment in Nigeria and thus to contribute to the Gross Domestic Product (GDP) and economic growth of the nation (Oshagbemi, 1983).

The industrialized nations which have attained technological advancement today owe their present position to the establishment of small scale industries in the past. The small scale businesses served as pivot for technological take off and self-reliance. In the commercial world, there are numerous kinds of business undertakings. This varies from private enterprises to public corporations. A small scale enterprise is defined as a business which is independent, small in size and often localized. Most small scale businesses are operated by private individuals or group of individuals (Onuoha, 1944).

Due to the positive contribution of small scale businesses to the economic development of the nation, there is the increased need for the government to be seriously involved in the support and encouragement of the small scale ventures to enable them realize their full potentials to the benefit of the whole nation.

Tolentino (2016) defines micro firms as those with one to ten workers and small scale enterprises as those with eleven to fifty employees, without mentioning market spread or capital basis. The National Council on Industry's 13th Council meeting in July 2001 defined Micro, Small, and Medium Enterprises (MSMEs) as follows:

Micro/Cottage Industry: An industry with an asset base of little more than 1.5 million dollars, excluding land costs, but including working capital, and a staff strength of no more than ten people.
In Nigeria, it appears that there is no clear definition or scope for identifying a small commercial organization (Taiwo, Ayodeji & Yusuf 2017). Some agencies, however, have adopted a more diversified definition and scope, as follows:

According to the National Directorate of Employment, it is capable of accommodating projects with capital investments as little as N5,000 and employing as few as three people. In its monetary policy guidelines issued in 1980, the Central Bank of Nigeria defined small scale business as an enterprise with an annual turnover of N25,000 to N50,000. 

Taiwo, Ayodeji & Yusuf (2017) further stated that prior to the Structural Adjustment Programme [SAP] and the Foreign Exchange Market, the Federal Ministry of Industries defined small scale business as any manufacturing, processing, or service industry with a capital investment of not more than N150,000 in plant and machinery.

The Nigeria Bank for Commerce and Industry defines a small scale enterprise as a firm or company with assets [including working capital but excluding land] of less than N750,000 and paid employment of up to 50 Nigerians. When assessing the applicability of some of these definitions, Muturi (2015) dismissed the majority of them as just "institutional." Muturi (2015) believes that the definitions do not provide a healthy image of the expansion of small scale business enterprises, given the obstacles associated in capital formation and other prejudices of attitudes of banks toward small scale business firm owners. At its 13th meeting in Markurdi, Benue State, in July 2001, the national council on industries reviewed and adopted the following classification of industrial enterprises and came up with the definition: "A small scale industry is an industry with total capital employed of more than N1.5 million but not more than N50 million including working capital but excluding cost of land and of a labor size of 11 -100 workers."( Oboh, 2016).
 Small-Scale enterprises can also be defined qualitatively and quantitatively. The Qualitative Approaches investigate operating styles, levels of specialization, overarching goals and objectives, or the interaction with the community. This method is essentially subjective, broad in scope, provides conceptual flexibility, and is less accurate than the quantitative method. It is preferable to focus on the development of Small-Scale enterprises, such as job creation, income distribution, poverty reduction, and so on, rather than the size of small-scale enterprises. In contrast to the qualitative method, the quantitative approach is based on well-defined factors such as the number of other members of the firm, sales turnover, asset, capital, net worth, and so on. The method is critical for identifying particular target groups for inclusion or exclusion of certain recommended therapies. Andualem (2017). 

It is sometimes characterized in terms of the number of employees employed, the amount of electricity used, and the amount of investment made. For example,different agencies have differing definitions of small-scale enterprises. Some utilize capital investment as a benchmark, whereas others use employment as a yardstick in favor of capital-intensive technology. According to Waboi, (2017), micro enterprises are those firms in the official and informal sectors with a paid up capital of less than 10,000 naira, while small enterprises are those with a paid up capital of more than 50,000 naira but less than 500,000 naira. In many ways, the meaning and notion of  micro medium and small enterprises cannot be divorced from their operating context. As a result, perception and definition are strongly reliant on the specific economy that supplies the operating environment.
However, most developing nations appear to have agreed on a maximum unit size of 500 people as a small corporation (Fatai, 2017). A evaluation of the performance induct of small scale business, on the other hand, may be best grounded on the United Nations Industrial Development Organization definition of small scale business as "an economic enterprise" defined by the following:

Individual capital is made available by an owner on whom policy decisions are made, resulting in ownership and management being vested in the same individual.

Having a centralized operational zone

A condition in which a venture controls a limited portion of the market. They do it by holding a small quota in a large market.

With a high degree of strict control, the owner participates extremely actively in all decision-making processes on a day-to-day basis.
Small scale business enterprises, reflecting the characteristics, have emerged, particularly in the developing world, with roles of employment generation, encouragement of rural development, assisting significantly in lifting gross domestic product, developing entrepreneurship, and providing avenues for self employment (Fatai, 2017).
As a result of the agreement of a Committee comprised of FMI, the Central Bank of Nigeria (CBN), the Nigerian Bank for Commerce and Industry (NBCI), the Nigerian Industrial Development Bank (NIDB), NASME, Kebbi State, and the Nigerian Association of Small and Medium Scale Leather/Allied Products Industrialists on the classification of SMEs, the National Council on Industry (2001) reclassified and defined Micro Enterprises as an industry with a total capital employed of not more than (Fabayo, 2019).
According to Egbuogu (2016), a small-scale industry is one with a total capital of more than N1.50 million but less than N50 million, with a labor force of 11-100 employees. The Enterprise Promotion Decree of 1989, as revised in 1994, defines a small scale firm as any enterprise established to make the owner self-employed and self-sufficient. Businesses such as business centers, organized mechanics, and associated artisans such as electricians; panel beaters, supermarkets, gift shops, and so on. The emphasis is on producing employment for the owner rather than on the amount of money or the number of workers employed by the firm. There are several definitions of small-scale enterprise, and none of them are universally accepted. However, the definition based on capital, particularly in the Nigerian economy, should be reassessed from time to time due to the persistent depreciation of the Naira (national currency) and the country's strong inflationary trend (Egbuogu, 2016).
Generally speaking, the definition of small scale business varies from country to country, from industry to industry and from one financial institution to another. If project cost is used as the criteria for measuring the size of a business, price inflation may render the definition meaningless over time. If the number of employees engaged in a business forms the yardstick for measurement, it may not be realistic bearing in mind that some firms are capital intensive needing only very few employees. Other firms are labour intensive employing large number of people but utilizing only small capital fund (Osadi, 2007). The Federal Ministry of Industries (2001) defined a small scale enterprise as an enterprise whose total cost including working capital but excluding cost of land, does not fall below One Million Naira and does not exceed Forty Million Naira and having number of employees between 11 to 35 workers.

The Committee for Economic Development in the United States of America considered a business to be small when, at least, two of the following features prevail:

The person managing the business is the owner

Capital is provided by the individual owner(s) of the business

The area of operation is local

The size of the business within the industry is small when compared with the bigger units in its field.

The World Bank defined small scale enterprise as any on-going concern whose total project cost is not more than N30,000.00. Today this definition has lost its relevance, at least in Nigeria, due to the effect of inflation.

Types of Small Scale Enterprises
Fabayo (2019) classified small-scale enterprises as follows: firewood supply, packaging of food items, meat retailing, plantain production, restaurant service, small scale poultry raising, rabbit raising, organizing labor squand, operating a nursery for children, home service, arranging food for parties, and a host of others.

According to Fabayo (2019), businesses classified as medium scale include soap production, aquaculture/fish farming, chalk making, foam production, nylon production, concrete block production, hair/body cream productions, chemical production, commercial poultry, professional practice claw, accountancy, education, food and beverage production, and so on.
Without a doubt, the future of Nigeria's economic success lies in the development and expansion of medium and small-scale firms. The Nigeria Institute of Social and Economic Research (NISER), the National Association of Small Scale Industry (NASSI), and the German-based Frederick Elbert Foundation have all validated this condition. The existence of such a scenario has fueled the expansion of several small-scale enterprises, such as the ones under consideration in this research. Their very existence confirms Onugu's (2015) classification of small scale industries as weaving, carpentry, pottery, ceramics, farming, fishing, piggery animal husbandry, poultry, wood and metal works, brick and block making, and a variety of others that operate under registered names and rely heavily on local raw materials.

Characteristics Of  Small Scale Enterprises

A major characteristic of small-scale enterprises in Nigeria relates to ownership structure which largely revolves around a key man or a family. Hence, a preponderance of the small-scale enterprises is either sole proprietorships or partnerships. Even where the registration status is takes the shape of limited liability company, the true ownership structure is that of a one-man or partnership business. Policy makers and scholars such as Dozie (1995), Owualah (1999), and Lawal (2000), described the characteristics of small scale enterprises as follows:

Personal savings of the owner forms the start-up capital of the business

Low Initial capital requirement

Simple technology

Low level of managerial skills

Difficulty in accessing external funds for establishing and running the business

Keeping little or no accounting records of the business

Reluctance in risk taking by the owner to expand the business

Low level of education and technical expertise on the part of the business owner

Little influence on the market and small market share.

Small scale enterprises general have high mortality rate.

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

Over-dependence on imported raw materials and spare parts

Poor inter and intra-sectoral linkages – hence they hardly enjoy the advantages of economies of scale

Poor managerial skills due to their inability to pay for skilled labour.

Poor product quality output

Absence of research and development effort

Little or no training and development for their employees

Low entrepreneurial skills, inadequate educational or technical background

Lack of adequate financial record-keeping

Poor management of financial resources and inability to distinguish between personal and business finance.

High production costs due to inadequate infrastructure and wastages.

Use of rather outdated and inefficient technology especially as it relates to processing, preservation and storage.

Lack of access to international market

Lack of succession plan

Poor access to vital information.

The Nature of Small Scale Enterprise

A small scale enterprise can be defined in many ways. The parameters for the definition include value of assets, number of employees, sales revenue, size of capital, and turnover rate. A small scale enterprise is one that is independently owned and operated, and in which the owner is the sole decision maker and the overall boss (Onuoha, 1944). In general, a small scale enterprise is a business in which its owner influences the entire decision-making process and the business has relatively small market share and low capital requirement for its operation. A small scale enterprise has also been described as a small business in which the manager personally performs all the functions of management. Other authors see small scale enterprise as a manufacturing establishment employing less than ten (10) workers and having capital base not exceeding N2 Million Naira. The American small business Act of 1953 also advanced its own definition. The act defined a small scale enterprise as a business which is independently owned and operated and is not dominant in its field of operation.

Brief History Of Small-Scale Business In Nigeria
Small scale industry orientation is part and parcel of Nigeria. Evidence abound in our respective communities of what successes our great grandparents made of their respective trading concerns, yam barns, iron smelting, farming, cottage industries and the likes. So the secret behind their success of a self reliant strategy does not like in any particular political philosophy, so much as in the people‘s attitude to enterprise and in the right to which the right incentive is adequate enough to make risk worth taking are provided.

Economic history is well stocked with enough insights into the humble beginnings of present day Grand Corporation. Evidences abound that almost all of the multinational giant corporations were cottage enterprises, growing as their industry grew, and through their own sheer ability either reproduce existing products more cheaply or improve their ability. Even at the international level, in the early stages of her industrialization, Japan‘s economy was dominated by traditional industries, cottage firms, and by a large number of small scale firms, drawing their strength not from abundance of capital but rather from her supply or labour. Back home in Nigeria, the respective government policies accorded and gave priority to the country‘s small scale enterprises. This has been in recognition that they constitute the fountain head of vitality for the variation economy and consequently their problems have been viewed as those of the nation, by virtue of their number, diversity, penetration in all sectors of production and marketing contribution to employment and to the prosperity of the particular areas in which they operate. In concrete terms, small scale industries constitute a greater percentage of all registered companies in Nigeria, and they have been in existence for a quite long time. Majority of the small scale industries developed from cottage industries to small enterprises and from small scale to medium and large scale enterprises.

Importance of Small Scale businesses in Nigeria 

According to Tolentino (2016), small businesses are the backbone of national growth. A country cannot afford to disregard the value of its indigenous micro and small scale companies (MSEs) and the contributions they make to the country's economy if it is to attain its full potential in terms of economic and social development. In this regard, trade liberalization and the facilitation of foreign direct investment must go hand in hand with a concerted effort to support the growth and development of small businesses in order to boost development (Tolentino, 2016).

For example, according to a 2004 research conducted by the Federal Office of Statistics, 97 percent of all enterprises in Nigeria employed less than 100 people. As a result, 97 percent of all businesses in Lagos State fell under the category of "small business." On average, the micro and small firm sector employs half of Nigeria's workforce and generates half of its industrial production. No government can afford to overlook such a significant economic contributor. The number of micro and small businesses in Nigeria, as well as their influence on the economy, is comparable to that of other nations throughout the world, particularly advanced economies. These together employed more than half of the private labor force and generated more than half of the nation's revenue (Taiwo, Ayodeji, & Yusuf, 2017).

Rationale for emphasizing Small Scale Enterprise in Nigeria’s Industrial Development

According to Fabayo (2019), one important justification for focusing on SMEs is that they are substantial employers of labor, making them critical in dealing with the challenges of unemployment and poverty. According to him, there is substantial evidence from country and regional experiences that small businesses are a key source of job chances for a diverse cross-section of the population, including the young, the elderly, part-time employees, and the cyclically unemployed.

According to Meyanathan (2014) and Ukpabio (2016), micro and small scale businesses (MSEs) play an intermediary role in the growth of big size firms. They alleviate regional inequities by creating rural job possibilities and mobilizing local resources more quickly than large-scale enterprises.

According to Uzor (2015), micro and small scale businesses (MSEs) contribute to national development by favorably impacting income distribution in functional terms, wages, and profits in nominal terms. Focusing on SMEs helps to decentralize industry, which not only accelerates rural growth but also reduces urban immigration and the resulting congestion problems in cities.

Another rationale for focus on micro and small scale enterprises (MSEs) is its contribution to value added in the manufacturing sector and to the Gross Domestic Product (GDP) of the economy. Numerous country studies have shown that the value-added contribution of SMEs can be quite substantial; for example, small firms in the US economy accounted for 37% of GDP in 1978. SMEs also have the potential to contribute to export promotion, as is the case in some developed countries where industrial exports are drawn from small firms producing textiles, electrical goods, clothing, leather, and ceramic products, among other things. (Uzor, 2015)

Locational flexibility has been discovered in micro, medium, and small scale companies (MSEs). According to Uzor (2015)'s research, MSEs might be more easily deployed to accomplish industrial dispersion and regional balance in economic growth. The importance of small enterprises in the diversification of the industrial structure and the development of the rural economy cannot be overstated.

Ukwu (2018) stated that another notable contribution of modern small businesses is their effect on the competitive price structure. The enormous number of tiny enterprises creates a diverse range of piece enterprise firms, resulting in a near-ideal competitive scenario. Small firms, in this sense, operate as a natural antidote to the pricing formulation of huge and powerful monopolistic or oligopolistic conglomerates. Economists have highlighted special advantages connected with small-scale organizations in addition to the reasons listed above for their desirability.

Common Types of Small Scale Enterprise in Nigeria

There are multiple types of small scale enterprises. It is based upon the area of business in which the individual intends to operate. Some of the common types of small scale enterprise are given below:

Cassava Processing Business

Soap and Pomade Production

Plastic manufacturing business

Nail Production

Bakery and Allied Products

Cloth Weaving

Block Moulding and Clay Brick Making

Leather and Animal Skin Processing.

Hair-dressing and barbing Saloon

Tailoring Services

Welding work

Problems of Small Scale Enterprise 

According to Umogbai, Diaka, and Ezeh (2016), the majority of challenges encountered by small and medium-sized businesses, especially manufacturing businesses, are external to the organization. "Among the more important of these external or environmental factors are those related to capital shortage, taxation and regulations, product liability patent and franchising abuses," according to Baumback. These are covered in detail:

Lack of Basic Infrastructure: The Nigerian micro medium and small scale business (MMSE) sector operates in an environment with relatively weak infrastructure, which creates a barrier to entrance and limits international competitiveness. In several states across the country, lack of infrastructure, difficulty to access markets, connectivity, power, and water, among other things, stifle the growth of micro and small-scale businesses (MMSEs).

Access to Financing: A lack of short-, medium-, and long-term capital, as well as insufficient access to financial resources and credit facilities, all have an impact on the expansion of micro and small-scale companies (MSEs) (Umogbai, Diaka, &Ezeh 2016).

Capital scarcity: According to the author, micro and small scale companies (MSEs) have major financial challenges in at least three areas: a)securing money in small amounts at rates equivalent to those paid by large industries. b)creating and producing necessary financial reserves.

c)Obtaining long-term equity capital

Inflation: Despite the fact that the small-scale manufacturer's cost of capital is higher, the effect is exacerbated by rising inflation rates.
Challenges in Facing Small Scale Enterprises in Nigeria

According to Taiwo, Ayodeji, and Yusuf (2017), there are several obstacles confronting micro and small size firms in Nigeria, some of which are pecuniary in nature, while others are not. Financial restrictions include issues that prohibit micro and small scale companies (MSEs) from readily accessing finances, as well as insufficient sources and supply of funds, which has hampered the implementation of many bright company ideas and the outward development of existing businesses. Small business owners' inability to raise funds to expand their businesses has been linked to poor business history, high risks associated with starting new businesses, which banks tend to avoid, insufficient collaterals, inadequate record keeping, and lack of knowledge of the risks confronting their business (Taiwo, Ayodeji,& Yusuf, 2017).

Tolentino (2016) stated that record keeping is critical to the integrity of the firm. The prevalent corrupt propensity in Nigerian culture, which has entered the fabric of society, including Nigerian businesses, has prevented most small and medium-sized business operators from maintaining sufficient records. Many business owners evade paying taxes to the appropriate authorities.

Another barrier hindering small and medium-sized businesses from readily accessing funds from banks and other specialized financial institutions is a lack of governance structure. According to a recent industry investigation, one of the reasons why micro and small scale enterprises (MSEs) funds have not been invested is that the operator prefers to receive the money as a loan rather than as an equity contribution.

Before seeking finances, owners of micro, medium, and small scale companies (MMSEs) should learn to create a credible business plan supported by financial projections that show the enterprise's profitability. Such businesses should be formally and legally registered with the right authorities, have accurate financial records, and implement robust internal control mechanisms. Above all, the operators should be knowledgeable about the type of business into which they wish to enter (Tolentino, 2016).
Prospects of Small Scale Enterprises

In addition to government efforts in the past, there is a renewed support for small scale enterprises. There are programmes, such as, National Economic Empowerment Development Strategies (NEEDS), at the national level, SEEDS at the state level, and LRRDS at the local government level, all of which are development plans for employment generation and poverty alleviation.

In 2005, Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) was commissioned. The Agency has already completed a nation-wide survey on small and medium scale enterprises as basis for articulating ideas for micro, small and medium enterprises policy thrust.

While government is contributing, the organized private sector is also making vital contribution. The Capital Market driven by the Nigerian Stock Exchange and the Security and Exchange Commission have not only been expanding facilities but also providing windows for small and medium scale enterprises to access funds from the market (Fatai, 2011).

At the international front, the globalization and reforms like liberalization of trade, commercialization and privatization have the aims of opening up new vista of opportunities for the small and medium scaled enterprises and entrepreneurs. The liberalization of grade through world trade agreement has opened up opportunities for the small and medium scale enterprises to access international markets. The African Growth and Opportunity Act offer incentives to exporters from African countries to the United States of America (Onugu,2005; Omotola, 2008).

Role of Small Scale Enterprises in Nigeria

The small scale enterprises operating in the country have the following role to play towards the development of the society, the raising of the standard of living of the people, and the development of the economy:

The small scale enterprises help in the effective distribution of goods and services in the entire economy.

The small scale enterprises help to reduce the level of unemployment in the country.

The small scale enterprises render direct and personal services to the generality of the people.

Research has also shown that small scale enterprises serve as agents of change and can easily adapt to changes.

Small scale enterprises are small in size and so the owners try to put more effort to improve their skills to attract more customers. The promotion of small scale enterprises in the country can assist in providing a lasting solution to the current problem of spatial imbalance in the distribution of industries between the rural and urban areas and thus check the rural-urban migration which is heightening social tension in the big cities.

The small scale enterprises also serve as sources of revenue generation in the local areas of their operation as the owners pay tax based on the size volume and nature of their business.

The establishment of small scale enterprises leads to upward growth of the Gross Domestic Product (GDP), National Income and Per-capita Income thereby bringing an increase in the average standard of living of the people.

The existence and operation of small scale enterprises make it possible to produce goods that are locally manufactured instead of obtaining such good from foreign countries. This saves Nigeria the foreign exchange that would have been spent in acquiring such good from abroad.

The small scale businesses challenge the large establishments in several ways causing the large concerns to sit up and become more efficient and more responsive to customer needs.

The small scale enterprises also encourage technical innovation. More than half of the major technological innovations in the nation originated from individual investors and small business in Nigeria as well as in many developing nations. This is because economic growth and development depend largely on the advancement of technology.

Ways of developing Small Enterprises to enhance National Development in Nigeria

According to Onugu (2015), micro and small enterprises play an indispensible role in national development, and in order to reflect its acceptance and recognition of this, the federal government must prioritize small business policy and put concrete steps in place to ensure their ability to grow and prosper. For example, one method will be to establish a national small business (NSBO) along the lines of the small business agency in the United States and Medium Business Services. The national small business office (NSBO) will be an independent body with overall responsibility for all policies and programs relating to small and medium-sized businesses, including microbusinesses. It will have its own budget and will be closely monitored by and accountable to the National Assembly (Onugu, 2015). State-level replication of the national small business office (NSBO) is possible. The state small and medium office will be responsible for implementing national policies and programs established by the national small business office (NSBO) at the state level, and will be directly accountable to state legislatures. The objective assigned to the national small business office (NSBO) will be to promote exporting operations among small firms in order to make them more outward-looking and capable of competing in the global market (Olajide, O. et al 2018).

According to Ogujiuba, Ohuche, and Adenuga (2017), another essential approach of growing micro and small scale enterprises is the formation of a small Business Development Bank (SBDB) that focuses only on supporting indigenous entrepreneurs. The Small Business Development Bank (SBDB) will assist in combating the problem of undercapitalization by providing businesses with the required cost-effective and conveniently accessible finance.

Furthermore, it should not be the government's primary obligation to offer financial help to businesses. The national small business office (NEBO) will then have to seriously consider how it can is widely practiced in both the United States and the United Kingdom equity funding, or venture capitals as it is commonly known, has been the secret behind the growth of Silicon Valley, and the large number of fast growing high technology companies that abound in developed countries. With a large number of billionaires originating in developing nations such as Nigeria, the national small business office (NSBO) must find a means to encourage them to spend their riches in small and medium-sized enterprises, therefore assisting them and the country in growing (Oboh, 2016).

Finally, according to Oboh (2016), micro and small size firms should conduct training programs for their staff on how to operate current equipment such as computers and other machinery to enable them to cope with new technology on a regular basis. Employees should be provided study leaves on a regular basis by their employers; this would go a long way toward generating skilled staff in small and medium-sized businesses.
Government Intervention to Stimulate the Establishment of Small Scale Enterprises

In Nigeria, the government recognizes the small scale enterprises as the agents of economic growth and national development. For this reason the government has taken a number of steps to encourage the establishment of more small scale enterprises in the country. Some of these efforts include; the creation of enabling environment for small businesses to thrive.   The government has liberalized the existing regulatory framework and also provided physical infrastructure such as water electricity and road network to facilitate the establishment and operation of small scale enterprises. Research findings are being disseminated cheaply to small scale enterprises.

Creation of market for the products of small scale enterprises is being done through the policy of “Buy Made in Nigeria Goods Only”. Manpower training institutions such as Administrative Staff College of Nigeria (ASCON), Centre for Management Development (CMD), Polytechnics and the Universities provide training for both the entrepreneurs and the generality of workers.

Moreover, government is encouraging the small scale enterprises by providing incentives through the financial institutions which grant them micro-credits (CBN, 1966). Such credit granting institutions include: National Economic Reconstruction Fund (NERFUND), Microfinance Banks and National Export and Import Bank (EXIM) (Fatai, 2011).

Other sources of funding made possible by the policy of the government are: Government banks and commercial banks providing short and medium-term financing, Development Banks (e.g.Mortgage Bank, Industrial Development Bank, Nigerian Bank for Commerce and Industry). Other financing institutions include; Merchant Banks providing medium and long-term financing, and United Nations Development Programme (UNDP).

The Bankers’ Committee intervened in 2001 with a scheme termed the Small and Medium Industries Equity Investment Scheme (SMIEIS). The scheme is expected to aid small and medium industries play the role of promoting rapid industrialization, poverty alleviation, employment generation and sustainable economic development (Crusher, 2010). The scheme will also help entrepreneurs to establish new and viable projects.

Alternative sources of funding include; independent fund manager, which is an investment advisory company established by African Capital Alliance providing equity investment in Nigeria for small scale enterprises. Also available are: Bank of Industry, the New Partnership for African Development (NEPAD) and African Growth and Opportunity Act (AGOA), an initiative of the United States of America.

Sources of Funds for SMEs

According to Abdulsaleh and Worthington (2013), financing approaches sourced by SMEs diverge from original private sources of the owner and manager's savings and retained earnings. Other sources included financial support from family and associates, trade credit, VC, and angel investors (Abdulsaleh & Worthington, 2013; Adebisi & Olayinka, 2013; Ibrahim & Shariff, 2016; M. Ibrahim & Ibrahim, 2015). The external sources included banks, commercial institutions, and securities markets (Abdulsaleh & Worthington, 2013). According to the economic growth cycle model, business requirements and the investment decisions available to SMEs changes through the various stages of the business development cycle (Abdulsaleh & Worthington, 2013; Ibrahim & Shariff 2016).

Fatoki (2014) examined the traditional and innovative financing options available to new SMEs in South Africa. The analysis included the traditional sources of capital equity and debt such as business angels, venture capitalists, commercial banks, trade credit, and government agencies (Fatoki, 2014). Several challenges and barriers, including lack of external finance, prevented the creation of new SMEs and increased failure rates of surviving SMEs in South Africa (Fatoki, 2014). Access to funding is one of the fundamental constraints on new SMEs in South Africa (Fatoki, 2014). Fatoki found that SMEs had limited access to external finance despite the existence of various financial market sources of equity and debt to new SMEs. Fatoki suggested that one of the innovative ways to increase access to finance for SMEs is through crowd funding with the support of a government regulatory environment.

Golić (2014) examined crowd funding as an alternative means of financing SMEs.

Crowd funding is a pioneering and somewhat new idea of sourcing funds through the internet that links entrepreneurs and investors (Golić, 2014; Fatoki, 2013). Entrepreneurs can collect funds through the internet, by way of open invitation, to finance business ventures from relatively small offerings of a relatively large number of investors (Golić, 2014). Golić examined the expansive collection of opportunities that crowdfunding provided, which could benefit the wider socio-political community and the potential crowdfunding customers like SMEs. SMEs suffered the significant impact of the global financial crisis in 2008 (Golić, 2014). Golić observed that the banks did not provide enough funding under sufficiently and acceptable terms to finance SMEs in developing countries. The macroeconomic uncertainty in developing countries did not encourage banks to grant credit to SMEs (Fatoki, 2014; Golić, 2014). Golić concluded that crowd funding was an alternative source of financing SMEs more reachable than the banks and capital markets.

Investment decisions of SMEs differ across countries (Golić, 2014). The financing classification options of SMEs vary from small to large companies (Golić, 2014). Crowdfunding is another means of financing SMEs (Golić, 2014). Golić revealed that large enterprises differed significantly from SMEs in their funding decisions because financial information on large firms was readily available for investors. In the case of SMEs, there was the lack of information and investors could not determine the risk involved in investing with SMEs (Golić, 2014). The range of financing sources available to SMEs included private funds, retained earnings, and debt capital (Golić, 2014).

Luu and Nguyen (2013) investigated factors that affected SMEs’ business financing strategies for new investment projects that included banking sector and informal credit sources in Vietnam. Luu and Nguyen analyzed a sample of about 2200 SMEs with 7900 observations from the manufacturing sector in Vietnam for the period 2005, 2007, and 2009. The objective was to examine the financing formation of the new business ventures. After enactment of the Enterprise Law in Vietnam, SMEs developed rapidly in numbers and operations, with significant contributions to the country’s economy (Luu & Nguyen, 2013). The mode of collection of funds by SMEs proprietorship, proper bookkeeping, and firm size determined their credit mix (Luu & Nguyen, 2013). The findings provided insight into the current supply and demand variance in the capital market in Vietnam, and the authors identified the need to establish programs in support of SMEs (Luu & Nguyen, 2013).

Briozzo and Vigier (2014) examined the use of personal loans in funding SMEs in Bahia Blanca, Argentina. Lending to SMEs increased by 30% between 2005 and 2006 (Briozzo & Vigier, 2014). The dependence on bank loans represented a barrier to the growth of SMEs, predominantly given a small percentage of funds allocated to such enterprises in Argentina (Briozzo & Vigier, 2014). The use of personal loan was a partial solution to the demand for credit, which remained disappointing by the traditional financial sector (Briozzo & Vigier, 2014). Mature companies, businesses with unpredictable growth, new owners, and owners with emotional costs associated with the liquidation, were less likely to use personal loans to financing business operations (Briozzo & Vigier, 2014). Briozzo and Vigier concluded that the owner’s private loans invested in the small business created a form of equity while loans held by the enterprise function represented part of the firm’s debt. The variation also affected the method, which the owner assessed the company’s financial risk compared to the owner’s financial risk (Briozzo & Vigier, 2014).

Kozarevic et al. (2015) examined the degree of SME banking development with the emphasis on drivers and obstacles to banks involvement with SMEs in Bosnia and Herzegovina (BH). Banks began to seek for solutions to the challenges of the high credit risk of the SME sector (Kozarevic et al., 2015). The main findings indicated that the SMEs sector is a strategic area for banks to invest by granting credit to SMEs (Gbandi & Amissah, 2014; Kozarevic et al., 2015). The ratio of SME loans to total corporate loans fluctuated between 7% and 85%, with an average of 38% (Kozarevic et al., 2015).

Further to the granting of loans, banks offered wide ranges of different financial services to SMEs that compensated for the higher risks of the segment (Kozarevic et al., 2015).

Gbandi and Amissah (2014) studied the business financing of SMEs in Nigeria, taking into consideration the importance of microfinance banks, cooperatives, and commercial banks in Nigeria. The sources of investment finance for SMEs in Nigeria included proprietor’s savings, moneylenders, and local authorities. The formal investment sector included equity financing through VC and business angels (Gbandi & Amissah, 2014). The informal finance sector (IFS) provided more than 70% of the funds needed by SMEs (Gbandi & Amissah, 2014).

Financing for SMEs is crucial to the economic growth of Nigeria (Gbandi & Amissah, 2014; Ilegbinosa & Jumbo, 2015). SMEs in Nigeria face difficulty in accessing bank credits and other commercial agencies (Gulani & Usman, 2013; Ilegbinosa & Jumbo, 2015). Banks found it harder to deal with SMEs in comparison to other clients because of the high risks and lack of information associated with SMEs (Kozarević et al., 2015). Access to operational funds such as credit finance, labor, and technology were significant problems faced by SMEs (Gulani & Usman, 2013). Financing for SMEs usually comes from individual savings, family, and associates, while credits from banks and other commercial institutions hardly occur (Gulani & Usman, 2013; Ilegbinosa & Jumbo, 2015).

Source Of Fund To Small Businesses Sources Of Initial Capital

Historically, and in terms of origins, two forms of capital are recognized: equity and borrowed money (Ukpabio, 2016).

According to Ukpabio (2016), the boundary between equity and loan capital in a small firm is blurred. In any case, one thing is certain: equity financing implies ownership, whereas debt financing entails a commitment to return the principle amount plus interest. A small business firm has a decent normal supply of beginning cash available to it. These monies comprise both cash invested by the owner and funds made accessible by creditors. Bank loans, trade credit, union loans from people, friends, and relatives, and credit union loans are all forms of credit. It is worth noting that these and other sources of capital are used both at the start and in the following day-to-day financing of business activities. Those more closely tied to company expansion will be explored later under "sources of development finance" (Ukwu, 2018).

[a]. Personal savings: For a new business, the founder's personal savings are the major source of equity capital. Many writers agree with this point of view. Borrowing venture financing, according to Broom, is not just difficult but also risky. He believes that two-thirds of the initials should come from the owner.

Uzor (2015) suggests that if his personal resources are insufficient, he should not simply establish a small firm with borrowed cash. Uzor (2015) goes on to explain why the original cash must originate from individuals who founded the firm. Humans, he claims, have a general aversion to risk-taking. As a result, the general public is frequently hesitant to invest in an unknown venture. Such recommended ownership share is intended to give the entrepreneur with a profit margin.

b]. Commercial Banks - Commercial banks are the most common source of debt capital. Despite the fact that they prefer to confine their understanding to the working capital needs of ongoing businesses, some startup money does come from this source. The commercial bank has evolved from just giving money in exchange for interest revenue to a more acceptable socioeconomic function. It has progress." Mr. Tina verified this when he stated that the loan amounts had been raised. The 20% (percentage of deposits required by the government to be kept aside for small company loans) is also provided (Umogbai, Diaka, &Ekeh, 2016). One of these is installment loans, which are limited to a set amount. A loan of this type is repayable monthly or quarterly as agreed upon, but the maximum maturity period is one year. Over draft is also permitted for a period of up to two years. Despite the renewed interest in small enterprises, their relationship with banks remains unchanged. Their main issue is meeting the requirements of the banks. The bank takes into account the manner and timing of repayment of the principle amount + interest. Many small businesses may not be able to begin paying interest, let alone principle, as and when it is due (Uzor, 2015).

[c]. Trade Credit- Credit – granted by suppliers' plays a significant role, particularly for new businesses. Trade credit is a common source of short-term finance for small businesses. According to Waboi (2017), this is frequently a crucial element of the small businessman's working capital demands, particularly in the retail industries. The quantity of credit provided to a certain firm is determined by the sort of business and the supplier's faith in the new enterprise. They are more willing to provide loans than bankers. Sales volume competition forces them to seek out to new tiny and financially disadvantaged clients by providing delayed payment. Even when such a consumer breaches the credit restrictions, providers frequently hesitate to act out of fear of losing a prospective customer.

D) Funds from Friends and Relatives - Funds from friends and relatives are frequently utilized to augment initial owner equity capital. This is typically characterized as poor business practice, but in many circumstances, based on incorrect assumptions, it may be required at times. This is in recognition of the reality that numerous and family-owned businesses exist. It should be mentioned that if the best results are to be reached, family and business ties, as well as finances, should not be intermingled. 
Loans from friends and family members tend to foster a more personal connection, which may conflict with independence and business. The loan payback period may not be specified (Waboi, 2017). Interest payments might also be postponed. The issue is that these associates may feel obligated to provide counsel and even insist on certain decisions being made. These judgments may not be in line with the proprietor's goals. This issue, however, is readily avoidable. A company loan should be viewed as a transaction rather than a favor. In such a circumstance, the advise of the novice associate is readily dismissed. Loan terms should be properly established, and loans might be obtained via lending institutions rather than from friends and family.

E) Credit Unions – According to Ekpenyong and Nyong (2017), a credit union is "a group of people bound by some intangible bond of association, perhaps the bond of the same employer, the same religion, the same politics, the same profession, trade, hobby, or the same type of misfortune." Credit unions are cooperatives that encourage saving and lending on favorable terms. Members can also get financial advice from them. A credit union's primary goal is to educate thrift. People save at credit unions for a variety of reasons. These may include the absence of a banking institution.

Credit union membership is also attracted by the credit unions' liberal lending policies. The majority of credit union funds come from member savings. Many small company owners get loans that are eventually used up in the course of doing business. Credit unions are thus an essential source of funding for small businesses, particularly in rural regions.

[f]Other Sources of Financing - In addition to the previously mentioned sources of funds for initial capital, a significant proportion of small business owners still rely on certain local sources. Borrowings such as "isusu" are examples (a group of persons who agree to make contributions regularly). Members benefit from these donations in turn. Some of the earnings obtained from the "isusu" are utilized to run a small company (Ekpenyong, & Nyong, 2017).

Sources Of Working And Expansion Capital

According to Ezeh (2017), for a firm to continue and flourish after a successful start, a constant demand for cash must be satisfied. The following sources are commonly utilized for obtaining initial capital: personal savings, commercial banks, trade credits, unions, and friends and family.

These sources may continue to supply funds for the ongoing operations of the business. Some of them might be removed. According to Brooms and Longnecker, this should be accomplished by liquidating loans from friends and family, since personal savings may become less essential as cash continue to flow from them (Ezeh, 2017).

Retained Earnings - According to Fabayo (2019), retained earnings provide a natural sort of expansion for many small businesses. As profits are realized, they are reinvested back into the business by skipping dividends; for enterprises that rely only on retained earnings, the rate of expansion is constrained by the amount of profit made by the business. These funds are frequently insufficient to fulfill the high capital requirements of a rapidly developing organization. As a result, the company must continue to seek alternative funding sources.

(b). Capital Stock Sales - The enterprises are frequently up against stiff competition. It may have to grow or perish in this circumstance. To grow, it requires working cash, the majority of which must eventually be borrowed. The small business is at a disadvantage since it must pay interest on its loan capital in both good and bad times. The sale of capital shares to outsiders reduces these drawbacks (Fabayo, 2019).

According to Ezeh (2017), small businesses have a lower complex when viewing themselves as candidates for public funding. Robert A. Weaver Jr. has attempted to explain why small businesses reject governmental funding. Among his reasons are: 

That small businesses do not have a clear sense of the benefits.

They have no idea how to proceed.

They achieve ownership dilution.

According to Ezeh (2017), small businesses are hesitant to sell shares because they are concerned about dilution of ownership. They go on to suggest that the owner may be prudent or foolish to avoid the business's outside equity possibilities. If alternative sources of funding are insufficient, the owner may elect to seek public financing if he believes that having a portion of a larger firm will benefit him more than owning the entirety of a small business. In any event, stock sales are typically tough for small businesses. This is due to the fact that the company is now well-known and has no market for its securities. According to Fatai (2017), the company is also likely to participate in at least one of the following:
Utility should have a good track record of earnings 

Excellent management 

[c] Strong growth prospects — In many circumstances, small businesses are unable to get public financing.

Small Scale Enterprises and Capital Formation

In developing economies, economic growth has been found to be positively influenced by capital formation (Beddies, 1999; Galbis, 1979 and Omankhanlen, 2012) and SMEs contribute to economic growth via capital formation. Izza (2011) posited that SMEs‟ growth will be the foundation of any economic recovery. Emerging economies globally have made giant strides in their quest for sustainable growth via the contributions of the SMEs sector. This is mainly due to the cost effectiveness, efficiency and innovativeness of the sector. These are further enhanced by the dynamism they display since there are no significant time lags in making and implementing investment decisions. This is a major advantage SMEs have over large firms. About two- third of industrial jobs are created by SMEs in Nigeria. SMEs dominate the manufacturing sub-sector of the Nigerian economy and create more than 80 percent of total jobs. Even in developed economies where large firms dominate, the roles SMEs play in creating jobs, improving technology and spearheading innovations cannot be overemphasized (Cull, Davis and Rosenthal, 2006).

Despite the potential roles SMEs play especially in developing economies like Nigeria, the sector had been fraught with a lot of challenges mainly financing.

Small Scale Enterprises and strategies for Capital Formation
Banks regard SMEs as too risky and expensive to give loans (Hishigsuren et al., 2014). Banks began to identify prospective viable SMEs to grant credit (Hishigsuren et al., 2014). Notwithstanding the intention of banks to give loans to SMEs, only a portion of SMEs had access to the loans from banks (Abdulsaleh & Worthington, 2013; Hishigsuren et al., 2014). Most MFIs in LAC had challenges offering low-interest rates loans to subtle price VSEs and had trouble contending with banks, with lower financing cost structures (Hishigsuren et al., 2014).

SME mutual bond was a key improvement that delivered new funding network for SMEs in China (Yang, Li, & Bai, 2014). The mutual bonds market played a significant part encouraging everyday financing for SMEs (Yang et al., 2014). The findings indicated that the cause of inefficient funding to SMEs was the loss of confidence in the value of assets, and a high degree of information asymmetry (Yang et al., 2014). The mutual bond market had a guarantee credit effect for sourcing internally and externally (Yang et al., 2014). Narteh (2013) examined the SMEs capital decision and risk behavior in the banking industry in Ghana. Narteh evaluated 503 SMEs by randomly selecting from a database of National Board for Small Scale Industries in Ghana. Market competition, credit availability, service standards, staff characteristics, and bank characteristics were the determinants of SME capital choice (Narteh, 2013).

Narteh (2013) noted that loans and overdrafts, cash collection, transfers, bank securities, advisory services, and training were among the essential services benefited by the SMEs. Africa’s SMEs enabled economic growth and development; however, the fundamental constraint to the SME growth and development was a lack of access to capital from the banking sector and the capital markets (Yeboah & Koffie, 2016). SMEs mostly relied on short-term financing options, which included overdrafts, bank loans, and other lines of credit (Yeboah & Koffie, 2016). There is a need for further studies on Nigeria SMEs’ experience on funding practices by commercial banks.

Gana (2013) examined the influence of social relationships on SME’s access to bank credit and charges, based on the theories of monetary intermediation and social connections. Gana used data from 300 Tunisian SMEs to obtain evidence on credit relationships with funding banks during 2008. Banks issued credits to SMEs with high- interest rates because of information asymmetry (Gana, 2013). To decrease the cost of borrowing, the SMEs relied on the individual relationship with their bankers (Gana, 2013). The proposition of social theory revealed that the social relationships encourage the flow of information between parties (Gana, 2013). The power of social relations is only in the period of the social relationship between the SME owner and banker (Gana, 2013).

External sources of funds for SMEs comprise funds from associates, families, employers, and coworkers (Barlas, 2014; Bloodgood, 2013). Startup firms can also access loans from banks and other monetary institutions; backed by an asset, such as land, machinery, with agreements on repayments and in the event of default, the banks would sell off the properties (Osano & Languitone, 2016). Other sources of capital include bank credit, credit from suppliers, VC, and funding from government agencies such as the US Small Business Administration (SBA; Osano & Languitone, 2016).

Crowd-funding is a way for start-ups and small enterprises to raise funds in comparatively small contributions without issuing stock (Barlas, 2014; Bloodgood, 2013).

Bains, Wooder, & Guzman (2014) examined VC funding patterns of biotechnology corporations, from which a startup today may require little VC funding. Venture capital funding led SMEs to conclude that the era of biotech start-ups funding was over outside the USA (Bains et al., 2014). The company’s financial records showed adoption of economic models based on angel investment, grants, and revenue, moving away from business models that needed substantial investment (Bains et al., 2014). The VC virtually fled from backing up new companies of biotech start-ups in Europe, particularly in the UK (Bains et al., 2014). The trend of flight of VC could increase because internet-mediated angel investing, such as crowd-funding arrangements explored other sectors as evolving force in the next decade (Bains et al., 2014).

Firms assembled ideas from customers for transformation and integration into the early stages of the innovation process (Guardo & Castriotta, 2014). Guardo and Castriotta (2014) examined three crowdsourcing models: contest, collaborative, and moderated. In an open innovation paradigm, small firms could use internal and external concepts during the innovation development (Guardo & Castriotta, 2014). Explanations for the increased importance of markets for technologies were emerging in various industries while the need for crowdsourcing is evolving (Guardo & Castriotta, 2014).

Financing Constraints to Small Scale Enterprises
During the last decades, there was increasing awareness in studies focusing on the SMEs sector, determined by the acknowledgment that SMEs are powerful engines of economic development (Aziz, Mahmood, Tajudin, & Abdullah, 2014; Daskalakis et al., 2014). Notwithstanding, not all the researchers considered the broad diversity in the broad category of SMEs (Daskalakis et al., 2014). Researchers revealed that size does matter when it comes to accessing finance (Daskalakis et al., 2014). Several reasons, such as opaqueness and lack of collateral, led SMEs to have limited access to funding (Aziz et al., 2014; Daskalakis et al., 2014). SMEs determine their capital structure regardless of their sizes (Daskalakis et al., 2014). Academic exploration reached remarkable inferences that the capital structure of larger firms can apply to SMEs (Daskalakis et al., 2014).

The developing countries’ banking system offers little financial products to SMEs (Obaji & Olugu, 2014). Obaji and Olugu (2014) noted that securing credit by SMEs requires borrowers to pledge collateral against the loan. The condition of pledging collateral hinders the establishment of new SMEs and the expansion of existing ones (Obaji & Olugu, 2014). Obaji and Olugu suggested that governments of developing countries should motivate SMEs by guaranteeing such high-risk loans to boost SMEs businesses. The reasons, why banking and financial institutions were reluctant to disburse funds to SMEs in Malaysia, included a lack of collateral and business records (Haron, Said, Jayaraman, & Ismail, 2013). Collateral and inadequate documents, to support a loan application, had a significant influence in the possibility of loan approval by commercial institutions from the viewpoint of credit officers (Haron et al., 2013).

Pandula (2015) examined the situation of SME financing in Sri Lanka and highlighted some constraints faced by banks and SMEs. The banking sector faced the limitations of high risk, high administration costs, and lack of information on the borrower, and poor legal systems to fall back to in the event of default by borrowers (Pandula, 2015). On the other hand, the SME operators faced the lack of collateral, complex application procedures; and the high cost of finance associated with obtaining loans from the banks (Pandula, 2015). Pandula recommended financial institutions to develop credit-scoring systems, simplify loan documentation, promote structured finance tools, and train bank staff who handled the applications of SME customers (Pandula, 2015). Pandula (2015) also recommended the introduction of new credit guarantee schemes, setting up of an SME rating agency, and developing a cluster-based approach to SME lending.

One of the significant barriers to SMEs’ survival and growth appeared to be a lack of institutional funding, along with inadequate legislation, and unnecessary regulations (Arasti, Zandi, & Bahmani, 2014). Notwithstanding the major contribution of SMEs to national economies, the greatest challenge was sourcing of capital to finance business because of the high cost of borrowing (Azizet al., 2014; Dubihlela & Dhurup, 2013). The SME managers in Iran complained about the bureaucratic processes and obstacles to accessing financial services (Arasti et al., 2014). SMEs are more flexible to market demands than big business and fundamentally contribute to job creation in industrialized economies (Arasti et al., 2014; Dubihlela & Dhurup, 2013). Effective application of market positioning concept could promote SMEs’ growth and development; however, most SMEs failed to develop to their full potential and achieve the benefits of the market alignment concept (Aminu & Shariff, 2015; Aziz et al., 2014; Dubihlela & Dhurup, 2013).

Adebisi & Olayinka (2013) noted that small businesses faced funding constraints, in developing economies, which hampered their development and long-term existence. Adebisi and Olayinka examined the presence and significance of business angels as a source of capital, to overcome the challenges of equity financing by SMEs in Nigeria. Adebisi and Olayinka obtained data from 120 participants through questionnaires, using Kolmogorov-Simirov (KS) test to determine if angel funding were present in Nigeria. Lack of access to financing constraints included economic policies and banks practices where banks found it difficult to consider the high costs and risks.

associated with lending to SMEs (Adebisi & Olayinka, 2013). About 75% of small businesses were not aware of angel market investors and 25% financed by angel investors (Adebisi & Olayinka, 2013). Oke and Aluko (2015) examined the impact of commercial banks in financing SMEs in Nigeria between 2002 and 2012. Abe (2015) observed that the lack of capital was the most severe constraint on SME survival and growth in Nigeria. The stringent regulation by banks for SMEs to raise funds, and increase the amount of venture funding, is always challenging (Boateng & Abdulrahamn, 2013; Onakoya et al., 2013).

Wehinger (2014) examined problems faced by SMEs in accessing funding during the financial crisis, alongside the contingent weakening of bank profitability, and the depletion of bank capital as well as the effect on lending to SMEs. Vermoesen, Deloof, and Laveren (2013) examined the period of the financial crisis in Belgium and investigated the constraint faced by SMEs during the period. Wehinger (2014) reviewed the weakening of bank credit channel, the financial crunch, and the role of global banking in alleviating and spreading the financial shocks to various economies. The SMEs engaged more than half of the private-sector labor force in the Organization for Economic Co-operation and Development (OECD) member countries (Vermoesen et al., 2013; Wehinger, 2014).

Some countries established Credit Guarantee Schemes (CGSs) demonstrating significant policy instruments to address the funding needs of SMEs after the 2008-2009 financial crises (Dang, 2015; Vermoesen et al., 2013; Wehinger, 2014). Vermoesen et al. (2013) noted that SMEs with a large proportion of long-term debt maturing at the start of the financial crisis witnessed some challenges in the renewal of loans because of the negative credit stream shock, and therefore, could not have a substantial investment.

Vermoesen et al. found a considerable disparity in the maturity structure of the long-term debt on the SMEs. The SMEs with a proportion of their long-term debt maturing in the preceding year of the financial crises experienced a significant drop in their investments in 2009 (Vermoesen et al., 2013; Wehinger, 2014). The European Central Bank (ECB) indicated that the financial crisis of 2008 decreased the amount of credit granted to SMEs by the European banks (Vermoesen et al., 2013; Wehinger, 2014).

Chimucheka and Mandipaka (2015) explored the challenges faced by SMMEs in the Nkonkobe Municipality of South Africa. Chimucheka and Mandipaka interviewed 30 participants using purposive sampling technique. The challenges identified as barriers to the creation, survival, and growth of the SMMEs included lack of networking prospects, lack of access to finance, and inadequate government support (Chimucheka & Mandipaka, 2015; Mthimkhulu & Aziakpon, 2015; Lotfizadeh & Shamsi, 2015; Petkovsk, 2015). The establishment in 2004 of the National Small Enterprise Development Agency (SEDA) was a gesture of government assurance to improve the coordination of state support for small enterprise development (Chimucheka & Mandipaka, 2015).

Udin (2014) investigated SME financing policies and problems associated with the SME financing policies in Bangladesh. According to Bangladeshi Ministry of Agricultural Credit, SMEs accounted for 45% of manufacturing output, 80% of industrial employment, 90% of total industrial units, and 25% of labor force (Uddin, 2014).

Commercial banks constituted principal sources of financing SMEs in Bangladesh (Uddin, 2014). Continuous monitoring, problems of loan recovery distributed to the SMEs, and the high risk with little returns; made SME financing unattractive to commercial banks (Uddin, 2014). Although the government supported the SMEs, however, the performance of the sector remained below the international level (Uddin, 2014).

SMEs in Tunisia experienced challenges in accessing credit from banks because of the failure of underwriters of funds to assess information on the degree of risk related to the small entities (Ayed & Zouari, 2014). Credit managers anticipated high investment premium to protect their investments while SMEs owners’ objective is to maximize wealth and retain full proprietorship; hence the preference for internal funding (Ayed & Zouari, 2014). Notwithstanding the diversity of the business sector, viable interests, and profitability, commercial debts continued to cause of bank liability to SMEs in Tunisia (Ayed & Zouari, 2014).

SMEs face difficulties in satisfying their financing requirements, which raise fundamental problems regarding factors influencing their capacity to control credit access (Benkraiem & Gurau, 2013). SMEs have limited profitability, insufficient tangible assets, and relatively high unpredictability of performances that barred the SMEs from getting credit (Benkraiem & Gurau, 2013). SMEs face difficulties in accessing loans from the banking sector with the relatively high cost of obtaining the credit (Cela & Shkurti, 2013). Banks tightened lending standards because of the circumstance of non-performing advances as well as the macroeconomic condition of the country (Cela & Shkurti, 2013).

Hasan and Jamil (2014) examined the challenging issues confronted by SMEs in Bangladesh. SMEs in Bangladesh faced difficulty in accessing finance, with the attendant cost, terms, and conditions unfavorable for the growth of the sector (Hasan & Jamil, 2014). Microfinance institutions rendered commercial services to lower-income customers who could not access sufficient commercial bank services and consequently relied on private financial service providers (Hasan & Jamil, 2014). Collateral-based lending imposed by financial institutions created an obstacle to SMEs accessing credit (Hasan & Jamil, 2014).

McGuinness and Hogan (2016) examined the effect of the financial crises on bank lending to SMEs in the EU. After the financial crisis of 2008, bank loans to SMEs deteriorated considerably in most developed markets (McGuinness & Hogan, 2016; Vasilescu, 2014). Between the periods 2008-2011, new bank loans to SMEs of less than €1m declined by 47% in the EU, ranging from 21% in Italy to 66% in Spain, and 82% in Ireland. The reduction in credit to SMEs became a major policy issue because; the inability of the SMEs to access finance reduced investment opportunities and slow economic recovery (McGuinness & Hogan, 2016; Vasilescu, 2014).

The SMEs played a substantial role in various economies around the globe; however, the global financial crises upset accessing of credit by the SMEs (Vermoesen et al., 2013; Wehinger, 2014). Trade credit improved for financially weak SMEs that were less liquid and highly reliant on short-term bank funding when the financial crises started (McGuinness & Hogan, 2016; Vasilescu, 2014). McGuinness and Hogan noted that financially stronger SMEs extended trade credit to financially weak SMEs after the financial crunch.

Osano & Languitone (2016) pointed out that lack of external funding experienced by SMEs, could not allow the SMEs to compete in the international markets (Osano & Languitone, 2016). SMEs in Mozambique provided employment, diversified the economy, stimulated innovations, improved social standing of owners, and created better economic competitiveness; however, lack of access to finance was a key issue (Osano & Languitone, 2016). Commercial banks in Mozambique charged undue high- interest rates and other fees for transfer of funds, bank account statements, banking guarantees, and letters of credit (Osano & Languitone, 2016).

2.3 THEORETICAL FRAMEWORK

The authors of the pecking order theory, capital structure theory, and trade-off theory acknowledged the concepts of cost-effectiveness, size, liquidity, and market ratio elements of capital structure of businesses (Zhang & Mirza, 2015). 

Pecking order theory addresses the order in which an organization seeks funding, starting with internal sources, then debt, and then equity (Aabi, 2014). The problems of access to finance is a priority area of concern and can hamper the survival and growth of the SME sector (Ibrahim & Shariff, 2016; M. Ibrahim & Ibrahim, 2015).

Capital structure theory proponents explained how firms finance investments using different sources of funds, such as short-term debts, long-term debts, common stock, and preferred equity (Daskalakis, Eriotis, Thanou, & Vasiliou, 2014). The SMEs can apply the capital structure theories suggestions for their investment portfolios (Daskalakis et al., 2014). Although the capital structure theory focuses on large businesses and some of the determinants have little or no effect on SMEs, the theoretical arguments that postulate the relationships between debt ratio as the dependent variable of profitability, asset structure, size, and growth could be relevant to SMEs (Daskalakis et al., 2014). The hypothesis initiated by Myers (1984) and developed by Myers and Majluf (1984), indicated that profitability would negatively relate to debt, which aligns with the pecking order theory (Daskalakis et al., 2014). The asset components of any firm are of major importance in accessing debt financing (Daskalakis et al., 2014). Consequently, companies with more real assets will have better access to bank credit, and eventually, use more debts (Daskalakis et al., 2014).

Pecking Order Theory

The pecking order theory served as the underlying theory that I used to reflect on the sourcing of funds by SMEs in Nigeria. Proponents of the pecking order theory contend that managers prefer financing from retained earnings, followed by debt, and then equity (Serrasqueiro, Nunes, & Armada, 2016). The proponents of the pecking order theory specified funding demands are within the limits of the accessibility of funds because the accessibility of funds is governed by different amount of information asymmetry and related agency costs included in the various sources of finance (Serrasqueiro et al., 2016). Pecking order theory became one of the most influential theories of corporate capital structure, followed by agency theory, information asymmetry, and signaling theory (Degryse, Goeij, & Kappert, 2013; Serrasqueiro et al., 2016).

SMEs seem to adjust their investment plans to the principles of the pecking order approach and could use a form of borrowing ratio to achieve their funding policy, as maintained by the trade-off theory (Chimucheka & Mandipaka, 2015). Variations in debt are not the immediate goal of firms to reach an optimal level of debt (Serrasqueiro et al., 2016). The desire to reach an optimal standard of debt is the outcome of external financing requirements because when private funds are insufficient, firms prefer debt to external equity (Serrasqueiro et al., 2016).

Capital Structure Theory

Modigliani & Miller (1958), propounded the capital structure theory, in the field of investment, where the capital structure represents the mix of debt and equity used by firms to finance long-term investment. Debt is the component of capital loaned by other parties or investors and subject to repayment (Serrasqueiro et al., 2016). Serrasqueiro et al. (2016) examined the capital structure decisions of high-tech SMEs and non-high-tech SMEs in Portugal. The outcome of the study revealed that information asymmetry has an impact on the relationships between SMEs and creditors on capital structure decisions of service and manufacturing SMEs (Serrasqueiro et al., 2016). Small businesses rely on internal sources for financing business projects (Daskalakis et al., 2014; Foo, Jamal, Karim, & Ulum, 2015; Serrasqueiro et al., 2016). The internal sources of funding constrain SMEs’ ability to finance big projects (Daskalakis et al., 2014). The capital structure theory led the most dominant discourse in corporate finance (Foo et al., 2015; Serrasqueiro et al., 2016). Modigliani & Miller (1958) set the stage for succeeding scholars on investment choices where current markets are immaterial (Serrasqueiro et al., 2016). The capital structure theory led to vigorous debates in areas of corporate finance and academics (Serrasqueiro et al., 2016).

Despite the diversity of the capital structure literature, relatively few scholars have explored the financing decisions of SMEs (Foo et al., 2015; Serrasqueiro et al., 2016). Most of these researchers have ignored the uniqueness of SMEs, which represent most of activities contributing to gross domestic product (GDP) and employment in most countries (Foo et al., 2015). One possible explanation for the limited research is that SME data are often insufficient and sometimes inaccurate because of private ownership, and owners may not disclose information (Foo et al., 2015; Serrasqueiro et al., 2016). The proponents of the capital structure theory simplified the procedure for companies but did not adequately describe the opportunities available to small businesses, thereby offering limited advice on capital choices to small enterprises (Foo et al., 2015; Serrasqueiro et al., 2016).

Tradeoff Theory
Scholars who developed the tradeoff theory (TOT) have proposed that firms supported by both equities and debts deal with two fundamental concepts of financial and agency costs (Aabi, 2014; Serrasqueiro et al., 2016). According to the TOT, financial leadership consists mainly of maximizing investors’ equity by increasing the market value of the company (Aabi, 2014; Serrasqueiro et al., 2016). Proponents of the TOT have suggested that an optimal capital structure maximizes the value of the firm by balancing the prices and benefits of an additional unit of debt (Ghazouani, 2013; Serrasqueiro et al., 2016). In tradeoff theory, the interests of agents are dependable and valuable to the leader (Aabi, 2014). Firms achieve an optimal level of debt by balancing the benefits and costs of debt (Serrasqueiro et al., 2016).

2.3 EMPIRICAL REVIEW

Kerr, Lerner, & Schoar (2014) investigated the consequences of financing for start-up ventures by angel financiers. Angel investment represented an economically driven activity, engaged by individuals who often invest to meet the capital demands of small businesses (Kerr et al., 2014). Angel investors invest in high-net-worth individuals and private startup companies (Kerr et al., 2014). Angel investors invest in high-net-worth individuals and private startup companies (Kerr et al., 2014). Angel investors pool resources collectively and create more substantial investments than when they could have had an independent investment (Kerr et al., 2014).

Hishigsuren et al. (2014) examined the financial impact on microfinance institutions (MFIs) concerning serving very small enterprises (VSEs) in Latin American Countries (LAC). Hishigsuren et al. (2014) used the Inter-American Development Bank’s (IDB) definition of small enterprises (SEs) as those needing $10,000–150,000 in funding while micro enterprises as those demanding less than $10,000 in the financing. Increase access to financing SMEs became an important goal for many governments and development agencies because SMEs are the potential drivers of economic growth and employment generation (Hishigsuren et al., 2014; Moscalu, 2015). Banks traditionally ignored SMEs in developing countries because of the limited nature of investment (Hishigsuren et al., 2014). Moscalu (2015) examined the integration of banking and stock Euro markets based on quantities and price-based measures. The financial integration in the Euro area positively influenced SMEs’ access to debt finance (Moscalu, 2015). Cross- border lending by microfinance institutions in the Euro zone positively correlated with the evolution of SMEs’ debt ratio (Moscalu, 2015; Vermoesen et al., 2013; Wehinger, 2014).

Yildirim, Akci, and Eksi (2013) examined firm characteristics that influence accessibility to loans with a sample of 970 SMEs that operated across nine provinces of Mediterranean and South-East Anatolia regions of Turkey. Insufficient equity, working capital, difficulty accessing credit financing, and rising cost of issuing stocks in financial markets, were among the financial constraints faced by SMEs in Turkey (Yildirim et al., 2013). Yildirim et al. revealed a lack of secure credit history information, poor legal, and institutional framework on the part of business managers in developing economies, hamper access to finance. Only a small proportion of the SMEs in Turkey could generate high earnings adequate to appeal to VC, private equity, or new forms of capital (Yildirim et al., 2013). Yildirim et al. suggested a sustainable economic growth, through the banking sector collaboration with the real economy sector, to provide SMEs, the much- needed funds and at minimal costs.

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. 


This study was carried out to examine the strategies for enhancing and promoting capital formation among small scale enterprises in nigeria. Selected staff of Heritage Company, Enugu, Enugu State 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 staff of Heritage Company, Enugu, Enugu State, the researcher conveniently selected 36 out of the overall population 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 enquired 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 analysed using the frequency tables, which provided answers to the research questions. 

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

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 thirty-six (36) questionnaires were administered to respondents of which only thirty (30) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 30 was validated for the analysis.

4.1
DATA PRESENTATION
Table 4.2: Demographic profile of the respondents

	Demographic information
	Frequency
	percent

	Gender

Male
	
	

	
	17
	56.7%

	Female
	13
	43.3%

	Age
	
	

	20-30
	9
	30%

	31-40
	8
	26.7%

	41-50
	6
	20%

	51+
	7
	23.3%

	Marital Status
	
	

	Single 
	19
	63.3%

	Married
	11
	36.7%

	Separated
	0
	0%

	Widowed
	0
	0%

	Education Level
	
	

	WAEC
	0
	0%

	BS.c
	25
	83.3%

	MS.c
	5
	16.7%

	MBA
	0
	0%


Source: Field Survey, 2022

4.2
DESCRIPTIVE ANALYSIS

Research Question 1:  What are the factors that hinder capital formation among small scale enterprises Nigeria?
Table 4.2: Respondents on some of the factors that hinder capital formation among small scale enterprises Nigeria.
	Options
	Yes
	No
	Undecided 
	Total %

	Deteriorating foreign exchange rate
	30

(100%)
	00
	00
	30

(100%)

	Increase in general price level
	30

(100%)
	00
	00
	30 (100%)

	High real interest rate
	30

(100%)
	00
	00
	30

(100%)

	Double digit inflation
	30

(100%)
	00
	00
	30

(100%)


Field Survey, 2022

From the responses obtained as expressed in the table above on some of the factors that hinder capital formation among small scale enterprises Nigeria, all the respondents constituting 100% said yes in all the options provided. None of the respondents ticked no or were undecided.

Research Question 2:   What are the strategies or wants of promoting capital formation among the small-scale enterprises in Nigeria?
Table 4.3: Respondents on the strategies or wants of promoting capital formation among the small-scale enterprises in Nigeria.
	Options
	Yes
	No
	Undecided 
	Total %

	Access to loans
	30

(100%)
	00
	00
	30

(100%)

	Financial involvement by the government
	30

(100%)
	00
	00
	30 (100%)

	Investments 
	30

(100%)
	00
	00
	30

(100%)


Field Survey, 2022

From the responses obtained as expressed in the table above on the strategies or wants of promoting capital formation among the small-scale enterprises in Nigeria, all the respondents constituting 100% said yes in all the options provided. None of the respondents ticked no or were undecided.

CHAPTER FIVE

SUMMARY CONCLUSION AND RECOMMENDATION

5.1 SUMMARY


This chapter of the study is set aside to determine summarized the descriptive analysis done in the precious chapters. It also gives the conclusion and makes some recommendation.


In the summary the purpose of this study was to examine the strategies for enhancing and promoting capital formation among small scale enterprises in Nigeria. Specifically the study discussed the problems that hinder capital formation by the small scale enterprises in Nigeria, emphasized on the causes for these problems in Nigeria and, suggested the strategies for promoting capital formation among small-scale enterprises in Nigeria.

In order to carry out this study research questions formulated to guard the investigation.  A total of 30 staff of Heritage Company, Enugu were randomly selected as enrolled participants for the survey. The study was anchored on the modern theory, and the classical theory.
5.2 CONCLUSION


In the conclusion the study is beyond doubt and abundantly clear that small scale enterprises in nigeria find it difficult to get capital. 

From results obtained and analyzed, the study reveals that:

The factors that hinder capital formation among small scale enterprises Nigeria include:
Deteriorating foreign exchange rate

Increase in general price level

High real interest rate and 

Double digit inflation

The strategies or wants of promoting capital formation among the small-scale enterprises in Nigeria include:
Access to loans.

Financial involvement by the government and 

Investments

5.3 RECOMMENDATION


Recommendation on the basis of findings. The researcher made the following recommendation with the belief that when studied and applied, would help to improve the standard already at hand. The researcher recommends that:

Access to loans by small scale enterprises should be ensured by the central bank and other financial institutions.

The federal government should invest in the small scale industry as they are one of the major sources of employment in Nigeria.
The heads of small scale businesses should be properly trained and guided on steps to take to avoid problems of finances or to effectively tackle it.
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APPENDIXE

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(S) ON A QUESTION.

SECTION A

PERSONAL INFORMATION

Gender

Male 

[  ]


Female [  ]

Age 

20-30

[  ]

31-40

[  ]

41-50   [  ]
51 and above [  ]

Educational level

BSC/HND
[  ]

MSC/PGDE
[  ]

PHD


[  ]

Others……………………………………………….. (please indicate)

Marital Status

Single

[  ]

Married 
[  ]

Separated 
[  ]

Divorced
[  ]
Widowed
[  ]

Position
Junior Staff
[  ]
Senior Staff
[  ]
SECTION B

Research Question 1:  What are the factors that hinder capital formation among small scale enterprises Nigeria?
	Options
	Yes
	No
	Undecided 

	Deteriorating foreign exchange rate
	
	
	

	Increase in general price level
	
	
	

	High real interest rate
	
	
	

	Double digit inflation
	
	
	


Research Question 2:   What are the strategies or wants of promoting capital formation among the small-scale enterprises in Nigeria?
	Options
	Yes
	No
	Undecided 

	Access to loans
	
	
	

	Financial involvement by the government
	
	
	

	Investments 
	
	
	


