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ABSTRACT 

Small and Medium Enterprises play an important role in developing countries by 
contributing to national growth. Many scholars like Ojukwu (2006) and Eze (2015) 
believe that SMEs are the building block of any developing country. According to the 
National Bureau of Statistics, SMEs in Nigeria contribute about 48% of the national 
Gross Domestic Product and 84% of employment. The GDP for Nigeria increased 
from $57 Billion in 1999 to $398 Billion in 2018 growing at an average annual rate of 
11.74%. Despite these contributions, the sector has been neglected. The economic 
environment does not favour new business start-ups. Obtaining financial services at 
affordable rates, the structure of the financial sector, awareness of funding 
opportunities, collateral requirements and small business support services have all 
been significant challenges affecting SMEs in Nigeria. These challenges tend to 
affect the growth of SMEs. It appears that little attention has been paid to these 
challenges which may be detrimental to the survival of SMEs.  
 
When SMEs do not survive, it affects the economy in terms of high unemployment, 
poverty, a lower standard of living, and an increase in crime (Myslimi & Kacani, 
2016). It is believed that this situation can be reversed to increase private sector 
growth. The contemplated research will examine the above through the analysis of 
theories on Social Justice, Economic Development, Entrepreneurship and SME 
Funding Strategy. An attempt to construct a new conceptual model or framework that 
better integrates theory with praxis is the fundamental goal of the research. In 
particular, the research will examine the challenges of accessing to financing for 
SMEs in Nigeria through a research triangulation method including a literature 
review, content analysis, interview and questionnaire administration. 
 

Keywords: Nigeria, Small and Medium Enterprise, Social justice, financial 
accessibility, GDP, entrepreneurship, economic development. 
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1.0 INTRODUCTION  

Access to financing is related to the ability of the enterprise to obtain financial 

services (Giang, Trung, Yoshidal, Xuan, & Que, 2019). It is recognized as a vital 

factor in advancing firm sustainability and growth through financing for both existing 

and new projects (Osanwonyi,  & Tafamel, 2010). Globally, SMEs have reported 

challenges in accessing financing (Oyiego, Namusonge, & Wainjo, 2017). Access to 

external financing for SMEs has turned out to be very costly. It is assumed that these 

issues could be as a result of inefficiency in the marketplace for SMEs. Access to 

financing is widely perceived to be an important factor for SMEs in carrying out their 

day-to-day business operations as well as attaining long-term investment 

opportunities.  

 

Theoretically, SMEs can finance their operations and growth in different ways which 

include using both internal and external funds. Accessing funds includes dealing with 

transaction costs, multiple taxes, agency problems, cost of financial stress, and 

asymmetric or unequal information. Moreover, SMEs have unequal access to capital 

markets, since capital markets have not been well developed in many developing 

economies. As a result, SMEs in developing economies face serious challenges in 

obtaining financing and other banking services at reasonable rates (Giang, et al 

2019). Empirically, current studies suggest that firms in developing countries 

frequently cite a lack of access to financing as the leading issue affecting firm 

performance (Oyiego, Namusonge & Wainjo 2017). However, it appears that there is 

a lack of research on the topic with respect to SMEs in Nigeria.  
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It is important to note that SMEs contribute approximately 48% to the national GDP 

as well as approximately 7% of goods and services exported out of the country as 

reported by the Nigerian National Bureau of Statistics (NBS). A report by the 

Nigerian Ministry of Industry, Trade and Investment (NMITI) shows that over 37 

million Micro, Small and Medium Scale Enterprises (MSMSE) in Nigeria account for 

more than 84% of the jobs in the country as reported by Premium Times Nigeria 

(2018). This illustrates that SMEs play a major part in the growth of the economy. As 

reported by Margaret Nwantok (2018) at the Guardian Newspaper, the MSMSE 

sector in Nigeria is the most neglected with little or no support from the government 

or financial institutions. Environmental factors like the lack of infrastructure, 

insufficient power supply, lack of access to the internet, lack of overdraft facilities, 

lack of access to bank loans and corruption during the lending process along with 

other factors affect the growth of SMEs in the country.  

 

Given the above, there appears to be a need for both good policy and a strong 

regulatory environment that supports reform regarding the SME business and 

lending environment. There is an underlying assumption that an increased 

availability of financing will assist SMEs in being more productive (Giang, Trug, 

Yoshida, Xuan & Que 2019). The lack of access to financing is a major constraint to 

small business growth as businesses use capital to acquire resources (Carpenter & 

Perterson 2002). Hence the contemplated research intends to investigate the 

challenges of greater access to financing for SMEs in Nigeria. It is believed that the 

current situation in the sector can be improved with a new explanatory model that 

better describes the constraints facing SME financing.  
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2.0 PROVISIONAL RESEARCH QUESTION 

Given the preceding discussion the Provisional Research Question has been 

developed as follows: 

 

Provisional Research Question: 

“What are the characteristics of a new conceptual model or framework that 

better describes the access and availability to external financing for SMEs in 

Nigeria?” 

 

3.0 THE RESEARCH RELEVANCE  

The main purpose of the contemplated research is to develop a conceptual 

framework or model that explains the relationship between access to financing with 

respect to SMEs in Nigeria. Small and medium enterprises face many and varied 

challenges in accessing financing for start-up and expansion which invariably affects 

the economy. According to Myslimi & Kacani (2016), SMEs create jobs, compete 

with large enterprises, become part of the global market, contribute to poverty 

mitigation, encourage exports and reduce imports. The contemplated research could 

assist the government in formulating policies that aim at enhancing the productivity 

and growth of this sector. The developed framework could also help the government 

in assisting SMEs by providing collateral, modify tax policies for SMEs, create and 

support specific loans or grants to SMEs and develop new technology similar to 

micro financing. The contemplated research could also help develop the 
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understanding of financial institutions on the importance of lending to SMEs. 

Moreover, it could also lead to the creation of a private secondary equity market.  

 

4.0 CONTRIBUTION TO EXISTING KNOWLEDGE  

The Nigerian government has expressed interest in stimulating SMEs towards 

greater productivity and sustainable economic development but is yet to entrust 

adequate funds. Studies have been conducted on the impact of greater access to 

financing on business growth (Bruhn & Love 2014; Ruhara, Umurungi, Kazarwa, & 

Kayitana, 2018). However, it appears that there is a lack of research in Nigeria on 

the challenges of access to financing for SMEs. One can ask the important question 

as to why there exist a lack of financing and whether this lack of financing is due to 

government inaction or private sector issues, or both. Also, one can ask whether the 

lack of access to financing has any significant impact on business growth and 

economic development. The contemplated research may contribute to the existing 

research gap and also may help to expand the existing theory, knowledge and 

practice by examining the challenges which SMEs face in accessing financing. It 

may also provide valuable information for both academic and professional discourse.  

 

5.0 THE RESEARCH METHODOLOGY 

The proposed research will employ the Monarch Standard Research Method which 

will incorporate a review of the seminal academic literature, content analysis along 

with the use of questionnaires and interviews with SME owners and other important 

stakeholders. Both a qualitative and quantitative approach will be employed. As 

observed by Burns & Groves (2005) a combination of qualitative and quantitative 
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methodology provides an improved method for the comprehension of the research 

problem. Content analysis of relevant data will be analyzed using quantitative data 

analysis while qualitative analysis will be used to identify thoughts about 

experiences, perceptions, feelings and knowledge (Saunders, Lewis, & Thornhill, 

2009). The methodological triangulation employed is shown in Figure 5.0. 

 
FIGURE 5.0 

Methodological Triangulation 
 

 

Source: Monarch Business School Switzerland 
 

5.1. Stakeholder Schema & Participants 

The contemplated research includes a field research component consisting of an 

administered semi-structured questionnaire to identified participants considered 

knowledgeable within the field. The potential participants are identified using a Level-

of-Analysis and Stakeholder Schema as indicated in Table 5.1. This table depicts the 

level of analysis and stakeholders schema as macro, meso and micro. Due to 

limitations of resources with respect to time and budget the contemplated research 

will limit the interview process to individual participants identified within the micro and 
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meso levels which include SME business owners/managers and lenders. If time and 

resources permit, a small sample of not more than five Government Agents will be 

interviewed to provide more currency to the research. 

 
TABLE 5.1 

Level of Analysis & Stakeholder Schema 
Level Type  Group 1 Group 2 Stakeholders 

MACRO Societal - - Government agencies: state and 
federal 

MESO Organizational
/Institutional 15 5 Lenders: banks and finance 

institutions 

MICRO Individual 40 15 SME business owners/managers 

Total Respondentsà 55 20  

Source: Monarch Business School Switzerland 
 

5.2. Phenomenological Research 

The qualitative research process will be based upon a phenomenological 

methodology of the lived experience of the participants. This approach will permit the 

construction of a universal meaning of the experience and arrive at a more profound 

understanding of the phenomenon, by uncovering personally held beliefs of the 

participants. 

 

5.3. Ethical Considerations 

Informed consent and the continuing voluntary nature of participation will be required 

for the research. Anonymity will be granted to participants and responses will be kept 

confidential. No vulnerable population will be involved in the study, i.e.: minors, non-

literate individuals or individuals with a disability. 
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5.4. The Data Analysis 

The qualitative research data will be analyzed using MaxQDA software. 

Questionnaires will be pre-tested to ensure the accuracy and relevance of the 

questions. Interviews will be face-to-face and are expected to be thirty to forty-five 

(30-45) minutes in length involving taking of manual notes. The objective is to gain 

an in-depth understanding of the roles, missions, perceptions, values, beliefs, habits 

and in-work behaviours of participants. Telephone interviews will be used in the 

event that physical interviewing is not possible due to time constraints or 

geographical considerations. Interviews will be conducted in English. 

 

5.5. Research Process Flow 

The contemplated research will utilize the Monarch 10-Step Standard Research 

Process Flow for the completion of the research. The steps involved are as follows:  

 

Step 1: Preliminary Literature Review. The research begins with a survey of the 

relevant seminal authors within the three academic scholarship domains identified in 

Section 6.0, being: Theories on Social Justice, Theories on Economic Development 

and Theories on Entrepreneurship. The review will provide a solid understanding of 

the landscape of the scholarship within each domain, identify the important authors 

over time and provide a better appreciation and understanding of the nexus of the 

scholarly domains and their integration. 
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FIGURE 5.5 
Monarch 10-STEP Standard Research Method 

 

 

Source: UGSM-Monarch Business School 
 

Step 2: In-Depth Literature Review Part 1. An in-depth review and critique of the 

works of the seminal academic authors and quasi-academic works within the three 

aforementioned academic scholarship domains will be completed to provide a solid 

academic foundation to the contemplated research. The “Gap in the Literature” will 

be presented and clearly identified in relation to the Provisional Research Question. 

 

Step 3: Content Analysis. An analysis based on data obtained from annual reports, 

white papers, supporting commercial documents websites and other commercial 
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data sources will be examined as well as information found in professional journals, 

published manuscripts and commercial documents. 

 

Step 4: Questionnaire Design & Testing. The development of the interview 

questionnaire will be informed by the review of the academic literature and technical 

documents. The interview questionnaire will be tested with several volunteers in 

advance of the interviews to perfect the document from a flow and timing standpoint 

and ensure that questions are clear, concise and have a direct bearing on the focus 

of the contemplated research.  

 

Step 5: Semi-Structured Interview Process: All interview participants are expected 

to be knowledgeable with respect to the contemplated research. A total of 55 face-to-

face interviews will be conducted with participants representing a sample from each 

selected stakeholder group, see Table 5.1. Interviews are expected to be 30-45 

minutes in length and will be recorded electronically or manually. Telephone or 

Skype interviews will be used if face-to-face interviews are not possible.  

 

Step 6: In-Depth Literature Review, Part 2. To add more specificity and currency 

to the research analysis, a second more in-depth literature review will be completed. 

The Part 2 literature review will also be informed by the interview responses from 

Step 5. 

 

Step 7: Follow-Up Interviews. To achieve a more specific view informed by the first 

interviews and the second literature review, a sub-set of 20 respondents 
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representing a sample from each selected stakeholder group, selected from the first-

round interview sample, will participate in follow-up interviews. The timing and 

interview protocols will be similar to those listed in Step 5. 

 

Steps 8 and 9: Triangulation of the Data and Gap Analysis.  

A triangulation of the research data informed by the literature review, content 

analysis and interview responses will be completed. This will assist in determining 

whether the existing academic knowledge is congruent with the practical application 

in the field. The result of this analysis should determine whether a Praxis Gap exists 

between the academic (theoretical) and the practical (applied) domains. 

 

Step 10: Development of New Conceptual Model or Framework. Building on the 

Praxis Gap Analysis completed in Step 9, an analysis of the existing models and 

frameworks within the academic domain will be considered. This analysis will 

evaluate whether the frameworks or models sufficiently address the requirement for 

practical application within the industry or whether they should be improved or 

modified. 

 

6.0 LITERATURE REVIEW 

The literature review will contain two parts consisting of a triangulation of the main 

academic scholarship domains along with the focus on quasi-academic material from 

professional sources. The literature triangulation will consider the main theories and 

seminal academic authors from the three distinct academic domains, being: Theories 

on Social Justice, Economic Development, and Entrepreneurship. The academic 
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triangulation will illustrate how an analysis of the intersection of the three domains of 

knowledge is believed to be of critical importance to a better understanding of the 

research phenomenon and hence constitute the main focus of the literature review. 

 

FIGURE 6.0 
Literature Review Integration 

 

Source: UGSM-Monarch Business School Switzerland 
 

6.1 Theories on Social Justice 

Social justice theory is concerned with what is just, not for the individual alone, but 

also the society as a whole (Capeheart & Milovanovic,  2007). The theory of social 

justice addresses procedural justice (freedom to pursue goals), distortional justice 

(distribution of benefits) and relational justice (equity in all aspect) (Pinto, 2012). The 

distributive and relational aspect of social justice which relate to the fair and 

equitable allocation of resources in a free market is relevant to the contemplated 

Nexus 
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research. The relevance hinges on the fact that since economic benefits do not flow 

through to all citizens, there appears to be internalized forms of oppression and 

inequality in the distribution of financial resources for economic development and 

funding of SMEs.  

 

A lack of access to financing to any identifiable group within the society is socially 

unjust. Nigeria does not have a sound social policy to pursue economic growth. The 

fundamental crisis of social justice appears to be rooted in a lack of moral 

leadership, poor management and the persistent self-centeredness of elites. There is 

discrimination based on gender, religion, political affiliations, age, race disability, and 

socioeconomic circumstances leading to gross inequality in the society (Babalola, 

2014). Equality implies that all individuals have the same opportunities (Garrett, 

2002). With respect to the access to financing, there appears to be a lack of equity in 

the opportunities available in Nigeria. Therefore, any mechanism for the proper 

management and distribution of financial resources should be cognisant of the need 

for the equitable allocation of resources to benefit all citizens. The works of seminal 

authors who have made substantial contributions in the areas of social justice theory 

will be examined. These include works by Garret, Capeheart & Milovanic, Pinto and 

Babalola. 

 

6.2 Theories on Economic Development 

Economic development could be viewed as increased output generated as a result 

of changes in technical and institutional arrangements (Bola, 2014). It is the process 

whereby the real per capita income increases over a long period (Olajide, 2004). It is 
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a qualitative and quantitative change in the economy (Bola, 2014). Economic 

development is a process of unequal growth of a system. It is a multidimensional 

process that produces economic, technological, social and institutional change to 

support the wealth of nations and the protection of people in society. (Coccia, 2019). 

Economic Development theories are concerned with the economic aspects of the 

development process of a country (Lorenzo, 2011). It relates to how natural 

endowments are applied within socio-political systems to generate new goods and 

services for investment and consumption (Dernbach, 1998). Two important theories 

of economic development that will inform the contemplated research are 

Neoclassical and Dependence theories. 

 

Neoclassical Theory: Neoclassical growth theory defines how a steady economic 

growth rate develops from a combination of labour, capital and technology (Banton, 

2019). The theory advocates that short-term equilibrium results from labour and 

capital in the production function (Zambelli, 2004). Because of the law of diminishing 

returns, increasing production per capita cannot explain the growth of labour 

productivity and the significant differences in the growth rate of GDP per capita in 

individual countries. This growth theory posits that the accumulation and use of 

capital within an economy is relevant for economic growth (Masound, 2013). Further, 

the relationship between capital and labour of an economy determines its output. 

The theory also argues that technological change has an important influence on an 

economy, and economic growth cannot continue without technological advances. 

Also without technological changes in a state of long-term stable equilibrium there 

will be no long-term growth in production per capital (Sredojevic, Cvetanovic & 
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Boskovic, 2016).  However, if the three factors of neoclassical growth theory are not 

equal, there will be a diminished return of both labour and capital of the economy 

(Banton, 2019). The foundation of neoclassical economics is the theoretical concepts 

of production, distribution and prices. The production function of neoclassical growth 

theory suggests that the accumulation of capital within an economy and how people 

use that capital is important for economic growth. This is because the relationship 

between capital and labour of an economy determines its output (Sloman, 2000). 

The theory is relevant to the contemplated research in that it focuses on the driving 

forces behind the production of goods and service which include price, labour and 

capital. This is so, as the government is required to invest in capital formation, capital 

transfer and also technological innovation to achieve economic growth.  

 

Dependence Theory: The theory arises as a reaction to modernization theory of 

development which held that the society progresses through stages of economic 

development whereby the developed countries were once in the situation of current 

underdeveloped countries (Schmidt, 2018). Therefore, aiding underdeveloped areas 

out of poverty would involve fast tracking them along the path of development by 

means of investment, technological innovation and closer integration into the world 

market (Matunhu, 2011). Dependency theory rejects this view, arguing that 

underdeveloped countries are not primitive versions of developed countries and 

exhibit unique features though they might be weak in the world market economy 

(Awah, 2015). Dependency theorists are divided into two different categories which 

are the Liberal Reformists and Neo-Marxists. The Liberal Reformists believe that 

targeted policy intervention is the most effective approach to improving lives while 
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Neo-Marxists believe that a command centered economy is the most effective 

approach (Schmidt, 2018). Dependency theory argues that under-development is the 

direct result of capital intervention rather than a condition where development or 

investment is lacking (Schmidt, 2018). The theory therefore views obstacles to 

development as predominantly external rather than internal (Antiwi, 2018 & Hills, 

1994).  

 

Dependence theory advocates an inward viewing approach to development and an 

increased role of the state in terms of imposing barriers to trade, making inward 

investment difficult and promoting nationalization of key industries. The theory is 

relevant to the contemplated research in that Nigeria being a developing country 

may have its economic growth influenced by external obstacles and may require an 

inward approach and increasing role of the state in encouraging investment. The 

work of seminal authors who have made substantial contributions in the areas of 

economic development theory will be examined. These are the scholarly works of 

Dasah, Dernbach, Bola, Olajide, Lorenzo, Masound, Antwi, Banton, Hill, and Awah. 

 

6.3 Theories on Entrepreneurship 

Entrepreneurship is the willingness, skill, ability and capability that strive to identify 

and harness an investment opportunity (Nwaiwu, Onuoha, & Ajileye, 2014). It is the 

driving force of decentralizing and restructuring of an economy. An entrepreneur is a 

person working within an existing organization or independently who identifies a 

business opportunity within a given market and establishes an enterprise to take 

advantage of the opportunity (Ofili, 2014). Entrepreneurship is an important factor in 
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economic development (Kwabena, 2011). It assists in changing the behavioural 

patterns and also serves as an highly innovative catalyst when aligned with market 

needs (Oywumi & Olufemi, 2013). Several theories have attempted to explain the 

concept of entrepreneurship. These theories have their roots in economics, 

sociology, anthropology, psychology and management. Economic entrepreneurship 

theories are rooted in the classical and neoclassical theories.  

 

Classical theories describe the role of the entrepreneur in the context of the 

production and distribution of goods in a competitive marketplace. It also articulates 

three models of production, which are: land, capital and labour (Murphy, Lia, & 

Welsch, 2006). Neo-classical theory emerges from the criticisms of the classical 

model and indicates that economic phenomena could be referred to as instances of 

pure exchange. The other theories include: 

 

• Sociological Entrepreneurship Theory: This theory focuses on the social 

context and the building of social relationships that promote trust. The social 

context that relates to entrepreneurial opportunity includes social network, life 

course stage context, ethnic identification and population ecology. The social 

network focuses on building social relationships. The life course stage context 

involves analyzing the life situations and characteristics of the individual. The 

ethnic identification relates to the sociological background as the determining 

factors in becoming an entrepreneur. The population ecology view focuses on 

the important role environmental factors (government legislation, customers, 

employees and competitions) play in the survival of businesses. 
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• Anthropological Theory: This theory focuses on the origin, development and 

customs of a community. According to anthropological theory, to successfully 

initiate a venture, the social and cultural context should be examined. Cultural 

practice leads to entrepreneurial attitudes such as innovation that also leads 

to venture creation behaviour (Kwabena, 2011). 

• Psychological Entrepreneurship Theory: This theory emphasizes personal 

characteristics that define entrepreneurship. According to this theory, risk- 

taking, innovativeness and tolerance for ambiguity are the three main 

characteristics associated with entrepreneurial proficiency. 

• Opportunity-Based Entrepreneurship Theory: According to this theory, 

entrepreneurs do not cause change but exploit opportunities that cause 

change. Entrepreneurs always search for change, respond to it, and exploit it 

as an opportunity.  

• Resource-Based Theory: This theory argues that access to resources by 

founders is an important predictor of opportunity-based entrepreneurship and 

new venture growth (Alvarez & Busenitz, 2001). The theory stresses the 

importance of financial, social and human resources. According to the theory, 

the possession of these strategic resources provides an organization with a 

golden opportunity to develop competitive advantage over its competitors and 

enjoy strong profits. Thus, access to strategic resources enhances the 

individual’s ability to detect and act upon discovered opportunities (Davidson 

& Honing, 2003).  
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The resource-based theory extends the concepts of resources to include the various 

cognitive abilities possessed by the individual entrepreneur to create and combine 

new heterogeneous resources. This cognitive ability facilitates competitive 

advantage through opportunity discovery and the development of the firm through its 

early stages. The entrepreneur efficiently coordinates and integrates knowledge, and 

converts insights and inputs into heterogeneous output (Alvarez & Busenitz, 2001). 

Integration of these resources can help identify the distinctive domain of 

entrepreneurship. 

 

This theory domain is relevant to the contemplated research because entrepreneurs 

are the owners of SMEs who are faced with the challenges of access to financing. 

Hence, entrepreneurship is important for Nigeria in its quest towards economic 

development. It promotes social change, creates job opportunity, develops SMEs, 

increases GDP, creates wealth and wealth distribution, improves the standard of 

living, drives innovation and spurs economic growth. The work of seminal authors 

who have made substantial contributions in the areas of entrepreneurship theory will 

be examined. These are the scholarly works of Kwabena, Ofili, Murphy, Lia, & 

Welsch, Alvarez & Busenitz, Seth, Afolabi, Davidson & Honing, Nwaiwu, Onuoha & 

Ajileye, Joseph Schumpeter, Ludwig Von Mises and Fredrick Von Hayek. 

 

6.4. Technical Focus – SMEs Funding Strategy 

SMEs contribute to the supply of goods and services thereby helping to meet the 

demand of consumers. International organizations like the World Bank (WB), United 

Nations (UN) and the European Union (EU) show that SMEs are the backbone of 
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industrial development. When the Nigerian economy was hit by a recession in 2016 

it affected SMEs negatively and also the rate of GDP. The recession affected the 

direction of flow of credit to SMEs hence increasing the financial challenges faced by 

small business owners. The challenges remain: inadequate and inefficient 

infrastructure facilities, lack of adequate credit for start-up and expansion, 

bureaucratic bottlenecks, lack of education among SME operators, corruption and a 

general lack of access to information. Among these problems, the lack of adequate 

funding for business has been identified as the most persistent problem of SMEs 

(Gumel, 2017).  

 

A funding strategy is a plan that controls the financial requirement of a firm. These 

strategies include bootstrap, crowdfunding, angel investment, venture equity and 

IPO.  Bootstrapping strategy is used to achieve a firm’s financial needs when there is 

a lack of availability of financial resources (Jayawarna, Jones, & Marlows, 2015). 

Crowdfunding is a further strategy. The distinctive feature of crowdfunding is the 

social network communication channel amid a wide geographic distribution of 

investors (Agrawal, Catalimi, & Goldforb, 2015). Asymmetrical information is a major 

concern in crowdfunding strategy (Tomboc, 2013).  

 

Venture Capital (VC) provides SMEs with knowledge and capital. The lack of VC is 

the primary challenge for new entrepreneurs (Owusu, 2017). One important 

difference between Angels and Venture Capitalists is that the Venture Capitalists 

raise capital funds while business Angels invest their own financial resources at their 

own risk. A business Angel can provide capital and add value to a firm by providing 
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personal skills and networks (Mitter, 2012). An IPO (Initial Public Offering) is another 

means to raise capital to fund a business. Going public is an optional strategy but the 

business owner must be ready to accept underpricing issues that signal quality 

(Banerje, Gucbilmez & Pawlina 2016). Some IPOs are backed by VC while some are 

not. VC-backed IPOs experience less financial distress risk after offering compared 

to non-VC-backed IPOs (Owusu, 2017). Basically, IPOs, Going Public and VCs are 

options only for the largest of the SMEs. Other financing strategies for SMEs include: 

Loan from banks, Loans against personal assets, equity investment and Government 

grant program.  

 

• Loans from banks or other financing institutions are the largest source of 

financing. Bank loans are debt-funding strategies. But not all business owners 

who need funding from banks are able to secure them. This may be as a 

result of insufficient collateral. 

• Loans against personal assets constitute another financing strategy. This 

involves refinancing a mortgage in order to take equity from it. However, 

bootstrapping techniques are mostly prefered over personal financing. 

Business owners who extensively use the bootstrapping technique minimize 

risk and boost their short-term profits (Afolabi, Odebunmi, & Ayo-Oyebiyi 

2018).  

• Equity Investment financing helps in reducing personal risk in the business. 

Equity is referred to as shareholders equity or shareholder’s stake in a 

company. Equity financing is the raising of funds through the sale of ordinary 

shares (Egungwu, 2004). It involves the sale of common equity or sale of 



The Challenges Of Accessing Financing 
For SMEs In Nigeria 

 

Page | 21  

Mrs. Stella Okoroafor, M.Phil. 
Doctor of Philosophy Research Proposal 
Monarch Business School Switzerland 

quasi-equity instruments such as preferred stock, convertible preferred stock 

and equity units that include common shares and warrants. Equity financing is 

different from debt financing; in debt financing, a firm accepts a loan and pays 

back the loan over time with interest, while in equity financing, a firm sells its 

shares in return for funds.  

• Government Grants refer to financing given by the federal, state or local 

government authority for a beneficial project. It does not include technical 

assistance like loan interest and the grantee is not expected to repay the 

money. Government grants help entrepreneurs by funding their ideas and 

projects thereby providing public services and stimulating the economy for 

economic development. A government grant arises as a result of an economic 

program designed to strengthen business initiatives and innovative research.  

 

A further strategy for business financing in Nigeria is a scheme called EIS also 

known as SMIEIS. This scheme came up as a result of the failure of specialized 

financial institutions to provide suitable financing to SMEs. The scheme, which was 

initiated by the CBN, was aimed at providing sustained sources of long term 

financing (Sanusi, 2003). The scheme requires all banks in Nigeria to set aside 10% 

of their Profit-After-Tax (PAT) annually for equity investment and promotion of SMEs. 

The funding provided under this scheme in the form of equity investment should be a 

loan at a single-digit rate to reduce the burden of interest and other financing 

charges.  
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6.5. Synthesis 

The challenges facing SMEs with respect to the access to financing are significant 

and are similarly faced within the economies of many countries. The inability of 

SMEs to access funds for their business expansion and productivity has a large 

impact on the economic development of countries. A lack of productivity by SMEs in 

Nigeria, which in excess leads to failure or liquidation of many SMEs, is a threat to 

economic growth. Meanwhile, the positive roles SMEs can play include: increasing 

employment, improving the standard of living and promoting economic growth. 

 

7.0 RESEARCH PLAN 

The interview process for the target group will be implemented between July and 

August 2021 by allocating 30 minutes duration for each participant. All interviews will 

be conducted in person at a location agreeable to the participant and recorded or 

detailed hand-written notes will be made. Follow up interviews will be scheduled with 

selected participants during October and November 2021. 

 

8.0 RESEARCH TIMELINE 

The contemplated research will be conducted over a period of 36 months. Table 8.0 

illustrates the duration of each task anticipated within the research process. Although 

every effort will be made to implement the steps within the research timeline, 

variation in the plan may be encountered due to variables beyond the control of the 

researcher. Variables that may have a significant effect on the research timeline 

which are beyond the control of the researcher are resource availability and 
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participants’ accessibility and availability. These variables could result in a 

modification of travel schedules and prolongation of the field research stages. 

 

TABLE 8.0 
Research Timeline 

 Year 1 Year 2 Year 3 

 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

PA
R

T 
A 

Initial Literature 
Search             

Main Literature 
Search - Part 1             

Research Plan             
Section 1 – 
Background             

Section 2 – 
Supporting 
Literature 

            

Content Analysis             

 Official Submission of Chapters 1, 2, 3 and Slide Presentation To Obtain 
Authorization To Continue On To Field Research 

PA
R

T 
B 

Interviews Part 1             
Main Literature 
Search - Part 2             

Interviews Part 2             
Section 3 – 
Synthesis             

Section 4 - 
Recommendations             

Manuscript 
Perfecting &             

Submission             

Source: UGSM-Monarch Business School Switzerland 
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9.0 RESEARCH BUDGET 

The research will be privately funded. No additional resources or funding will be 

requested of UGSM-Monarch Business School Switzerland. No funds will be 

received from any public body in carrying out the contemplated research. The total 

budget of the research exhibited in Table 9.0 is approximately 11,800 Euros. The 

budget is presently fully funded and research may begin immediately upon approval.  

 

TABLE 9.0 
Research Budget 

Item In Euros 
Questionnaire Production  700 
Data Bundles and Software 800 
Books, Articles, interviews and questionnaire administration 1800 
Hotel Accommodation 1,400 
Seminars and Conferences 1,200 
Travel Expenses 5000 
Miscellaneous Expenses 900 
TOTAL 11,800 
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10.0 RESEARCH PROPOSAL APPROVAL 

The research proposal has been approved by Monarch Business School and the 

Candidate may commence the research immediately. The Candidate is not to 

deviate from the proposed research unless expressly confirmed by both Supervisor 

and the Administration in written form. 

 

______________________________________ 

Approved by The Administration on 
28-Sept-2020 in Zug-Switzerland 
By: Dr. Jeffrey Henderson, Ph.D. 
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