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1. Introduction of the Micro, Small & Medium Scale (MSME) sector 

According to the World Bank, Micro, Small and Medium Enterprises (MSMEs) are defined as 

follows – micro enterprises: 1–9 employees; small: 10–49 employees; and medium: 50–249 

employees. However, the local definition of MSMEs varies from country to country, and is based 

not only on number of employees, but also by inclusion of other variables such as turnover and 

assets. By Bank of Industry definition, MSMEs are categorized as follows: 
 

 Micro Small Medium 

No of employees ≤ 10 > 11 ≤ 50 > 50 ≤ 200 

Asset Size ≤ 50m >5 ≤ 100m > 100 ≤ 500m 

 

Annual Turnover 
 

≤ 20m 
 

≤ 100m 
 

≤ 500m 

Source: Bank of Industry 

 

Globally, start-ups and young firms, which are generally small or micro firms, are the primary 

source of job creation in many countries and are responsible for innovation and sustainability in 

the private sector. There are about 365-445 million MSMEs in emerging markets: 25-30 million are 

formal SMEs, 55-70 million are formal micro, and 285-345 million are informal enterprises. 
 

According to the PwC’s MSMEs Survey 2020, the MSME sector in Nigeria has grown over the years 

to estimated 41.5million businesses as of 2018 that are operating in the country out of which 

about 73,081 are small to medium scale businesses. This sector accounts for 96% of the total 

number of businesses and contributes an estimated 49.78% of the country’s Gross Domestic 

Product (GDP). In addition to this, the sector employs over 84% of the Nigerian workforce. 

Despite the contribution of the MSME sector to the Nigeria economy, barely 5.3% of total domestic 

credit to the private sector goes to the sector. 
 

The PwC’s MSMEs Survey 2020 also revealed that 73% of MSMEs are sole proprietorships while 

14% are private limited liability companies. The balance of 13% are Partnerships (6%), Faith based 

organisations (5%), Cooperatives (1%) and Others (1%). The report further revealed that 77% of 

MSME business owners are male while 23% are female. 

 
 

1https://www.boi.ng/smedefinition/ 
2PWC (2020) MSMEs survey: Building to last

http://www.boi.ng/smedefinition/
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2. Economic importance of the sector 

In all developing economies, Nigeria inclusive, SMEs form the foundation of economic activities as 

they are instrumental in triggering economic growth of any country. The micro small and medium 

enterprises (MSMEs) are believed to be the engine of economic growth and for promoting 

sustainable development in any economy for various reasons part of which include: 

a) Reduction of poverty levels: The job creation from MSME sector has shown to be a major 

driver in the eradication of poverty. This sector creates the opportunity to lift people out of 

poverty via the employment creation process of the private sector. The MSMEs through its 

economic activity engages the poor as well as the marginalized people to provide a means of 

livelihood. In view of the huge market for this sector in terms of its products and service 

offering, MSMEs have leveraged on the innovative products offered by the FINTECH player in 

the payment and lending space to stay connected to its market via the mobile channels and 

in turn improve on the economic value of this sector. Statistics reveals that the private 

sector, which is mainly driven by MSMEs, has contributed significantly to a drastic decline in 

the developing economies of the people living below the poverty line over the last 30 years 

from 52% to 22% (United Nations (2020) Micro, Small and Medium Enterprises (MSMEs) and their 

role in achieving the Sustainable Development Goals). 

 
b) Enhanced Economic Output: Empirical evidence has shown that national economies have 

witnessed significant transformation in the aftermath of a restructured and supported MSME 

sector in terms of its contribution to the country’s GDP. 

 
c) Sustainable and Inclusive growth: MSMEs have the capacity to grow due to the nature of its 

structure as fragmented business units that spread across remote geographical zone in an 

economy. The MSMEs are known as frequent drivers of innovation, employment, and output 

as this will in turn drive sustainable and inclusive growth across countries as well as 

subsequently reduce inequalities within and across economies. 

 
d) Economic diversification: For a mono-cultural economy like Nigeria, the MSMEs have the 

capacity to diversify the revenue-generating source of the economy. The MSMEs can actively 

participate in the various segment of the economy and significantly contribute to the 

country’s GDP as well as enhancing the revenue capacity via its exportation business as well 

as increasing taxes and levies due to government. 
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e) Foreign Exchange generation: The number of small to medium scale businesses in Nigeria 

that are actively engaged in exportation of cash crops, raw materials and technical skills in 

exchange for foreign exchange has been growing. This helps in improving the country’s 

foreign exchange position. MSMEs have also been a major source of foreign direct 

investments (FDIs) into the Nigeria as many small but innovative businesses in Fintech and 

other technology driven businesses have attracted major FDIs in the last few years. On the 

other hand, MSMEs help the Country in depending less on imported goods through import 

substitution policies as promoted by successive governments in the country. This has had 

remarkable impacts in the areas of Agriculture. 

 
 
 

3. Specific policies affecting the growth of the sector 
i. Exchange rate policy: Nigeria’s foreign exchange policy has been riddled with 

uncertainties in recent time, owing largely to policy incoherence on the part of the 

Federal government. Significant spreads between the official, the IEFX, and the parallel 

exchange rates persisted throughout 2020 and as of April 2021, the spread between the 

official and the IEFX rate was estimated at 8% while the spread between the IEFX rate and 

the parallel rate, reached about 18%. The spread between the official and the parallel rate 

was 27%. According to the Word Bank bi-annual Nigerian Development Update report, 

the way the exchange rate has been managed limited access to foreign exchange and 

thus adversely affected investor confidence and investment appetite. 
 

The multiple exchange rate regime has seriously limited access of MSMEs to foreign 

exchange to finance the importation of their raw materials as priority has been given to 

the big corporate companies ahead of the less connected MSMEs. This has a direct 

impact on the cost of production as well as the capacity of the affected MSMEs to 

operate at scale. 
 

ii. Taxation: Government policies on taxation and levies affect MSMEs through its impact 

on the disposable income of the citizens who are the customers of the MSMEs. With 

increased tax rates or an expansion of taxable items, consumers’ net income reduce, 

making them spend less purchases or limit expenditures to basic necessities. Lower taxes 

leave more money in consumers’ pockets to spend on goods and services offered by 

MSMEs. Equally, an increase in company income tax of MSMEs will result to increased 

cost of doing business for MSMEs. Lower corporate tax rate helps free up cash to 

reinvest in facilities and business expansion. 
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iii. Monetary Policy Rate: Monetary Policy refers to the specific actions taken by the Central 

Bank to regulate the value, supply and cost of money in the economy with a view to 

achieving Government’s macroeconomic objectives. while for others they are not. The 

objectives of monetary policy may vary from country to country but there are two main 

views. The first view calls for monetary policy to achieve price stability, while the second 

view seeks to achieve price stability and other macroeconomic objectives. The Central 

Bank of Nigeria, like other central banks in developing countries, achieve the monetary 

policy goal through the amount of money supplied. 
 

The policy interest rate determines the levels of the rest of the interest rates in the 

economy, since it is the price at which banks-obtain money from the CBN. These banks 

will then offer financial products to the MSMEs at an interest rate that is normally based 

on the policy rate. 
 

The higher the monetary policy rate, the higher the interest rate charged on loans and 

lines of credits offered to MSMEs in the Country. High interest rate is an albatross to any 

MSME. 

 
 

iv. Government’s policy on borrowing: Federal government raises money from the public 

by offering financial instruments such as treasury bills and bonds. Where the yield of such 

financial instruments are very high and attractive, investors including financial 

institutions shy away from channeling their financial resources into high risk investments 

as financial instruments issued by the government are seen as risk free. Unfortunately, 

MSMEs are also scouting for funding from the same sources as the Government even 

though the risk profile of the MSME’s venture is multiple folds higher compared to the 

Government’s. Thus, interest rate on loans and credits tends to increase. When fiscal 

policy results in higher interest rates, businesses pay more for lines of credit. An increase 

in the cost of borrowing across the economy will affect the cost of doing business since 

entrepreneur has to now compete with the government for the available capital in the 

economy. 

 

 
v. Import & Export Policies: To boost local production, Nigeria imposes politically mandated 

restrictions on imports and exports to support local industries in meat products, 

spaghetti/noodles, bagged cement, furniture and footwear, among others. It also charges 

hefty duties on certain goods – for example, imported rice faces a levy of 20%. Additional 

trade barriers negatively affect the supply chains of exporters to Nigeria, and of local 

manufacturers either importing inputs or exporting from Nigeria. According to a World 

Economic Report, import and export costs in Nigeria are almost double those in East Asia & 
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the Pacific region. Moreover, the average time for importing to Nigeria, at 33 days, is 81% 

higher than it is in Latin America; the average time for exports from Nigeria, at 22 days, is 36% 

longer. 
 

Delay in import and export at Nigeria’s ports is caused by inefficient border administration and 

seem to stem from general mismanagement, undeveloped transport infrastructure and 

corruption. Business operators consistently complain about dealing with too many government 

agencies, arbitrary fees requested by some government officials, illegal clearing agents at the 

ports, and poor infrastructure. 

 
 
 

4. Modifying existing policy to encourage ease of doing business in the 

sector 

 
a. Optimization of border administration processes: Nigeria Customs Service launched a web portal 

in 2013 to provide information relevant to importers and exporters. The next step: facilitation of 
the actual clearing process, including integration via the portal of other government agencies’ 
procedures and the private sector. This should begin with the product types subject to the 
longest port delays, followed by other strategic product types. 

 
Second, a clear set of process instructions for each relevant government agency should be 
developed for each product type, along with a full list of required approvals. The Single Window 
portal should enable importers to register, submit documents, make payments and track the 
entire process online. This should help to minimize the number of people working in ports. 

 

Third, the port should be secured, with access limited to registered, licensed clearing agents, or 
individuals or company representatives with confirmed products in the port. 
Fourth, government agencies should quickly transition to keeping digital records to enable faster 
record retrieval and elimination of duplicate search processes. 

 
b. Infrastructure upgrades: In the near term, port congestion can be notably eased with faster 

clearance processes. However, given Nigeria’s growth prospects, the country must make a long- 
term commitment to expanding the capacity of the port infrastructure. Other ports in the 
country should be upgraded in order to take the pressure away from the Lagos ports. 

 
c. Rationalization of the duty and tariff structures: Nigeria Customs Service should aim to further 

rationalize its set of import duties and restrictions to avoid the possibility of arbitrary product 
reclassification and to align with global cost-per-shipment levels. The Nigerian government 
should support local industry and job creation by reducing duties for raw materials and ensuring 
that the definitions of a raw material or finished product are indisputable. 



INSTITUTE OF CREDIT ADMINISTRATION, NIGERIA. 

8 

 

 

 

 

5. Policy needed to encourage growth of the sector 

Maximizing the potential of The African Continental Free Trade Agreement 
AfCTA was launched few years ago with the objective of encouraging free movement of goods and services 
among African countries. This initiative is expected to revamp businesses and encourage cross-border 
trade. Nigeria has signed the Agreement and also made Guarantee deposits to AfCTA, which signaled its 
readiness. There would be elimination of cross border trade tariffs to promote exports to other African 
countries. 

 

The manufacturing sector in Africa is projected to grow by $560bn by 2035 as a result of AfCTA initiatives and 
the Federal Government must put in place necessary policies that will help Nigeria maximize the huge growth 
potential in the trade agreement. 

 
AfCTA just like other instruments and institutional agents of globalization can only be beneficial to Nigeria 
when our economy is efficient and competitive in relation to other participants; otherwise, it will further 
negatively impact the Nigeria economy. 

 
The following issues will hinder MSMEs in Nigeria from taking full advantage of the opportunities offered by 
the initiative: 
(a) High cost of production in Nigeria principally driven by poor and epileptic power supply. Many businesses 

including MSMEs depend largely on their generators as the main source of power supply to their 
production. This cost represents a major cost driver in product costing and has been one of the major 
factors discouraging production in the country. 

 

(b) The second most important factor is the cost of borrowing by MSMEs. Where MSMEs scale the banks 
hurdle for borrowing, the conditions attached to the loan offer makes very expensive. For instance, 
MSMEs who cannot provide sufficient collateral engage in third party collaterals at their own expenses. 
This makes the borrowing cost to jump further. 

 
(c) The tenor and nature of available capital from the financial institutions does not give room for long term 

planning by the MSMEs. Financial Institutions in the country are more comfortable with short tenured loan 
arrangements for particularly for MSMEs. This type of funds are more useful for working capital as against 
business expansion. 

 
(d) Inefficiencies in our port system will make importing and exporting of goods a herculean task. The poor 

port system in recent years has led to delay in import/export processing, unbridled traffic congestions, 
insecurity, exorbitant cost of transporting containers in and out of the port and many other attendant 
issues. This issue has been exacerbated by the fact that about 70% of imports to Nigeria come in through 
Apapa and Tin Can ports which are both situated in Lagos. The other 4 sea ports in the South-South of 
Nigeria namely PortHarcout, Warri, Onne and Calabar are not doing anything near their capacity. 

 
 
 
 
 

6. New policy advocacy 



INSTITUTE OF CREDIT ADMINISTRATION, NIGERIA. 

9 

 

 

 
 

i. Tax incentives: While the Federal Government has made some commendable efforts in 

providing tax incentives for MSMEs as enshrined in the Finance Act 2020, it is apparent 

that the government still needs to do more in this regard. The recent shock created by 

COVID-19 on the business world generally calls for more intentional intervention by the 

Government in the area of tax incentives particularly for the MSME sector. Government 

tax policies must clearly factor into consideration the MSMEs. Government should 

differentiate between big corporate organizations and MSMEs in the enactment and 

implementation of tax policies. Different laws should apply in the area of WHT, VAT, CIT, 

CGT and other forms of taxes between the big corporate and the MSMEs. 

 
ii. Establishment of service-driven MSMEs’ clinics across the country: MSMEs often 

encounter regulatory stumble blocks like tax filings, business registrations, and so on. 

The opportunity to find the Corporate Affairs Commission, Nigeria Investment Promotion 

Council, Development Bank of Nigeria, Federal Inland Revenue Service, and others, in a 

single space with dedicated and supportive staff can go a long way in transforming 

service delivery with the government. 

 

iii. Ease of securing government procurement contract: The federal government in its 2019 

budget earmarked over ₦500 million for Ease of Doing Business initiatives, it is however 

very important to look beyond the World Bank scoring template focused on Lagos and 

Kano alone. Nigeria requires a holistic government service center that is easily accessible 

and targeted at small businesses. Nigeria also requires a Small Business Act, like what is 

obtainable in the United States and was passed in 1953, which combines a loan guarantee 

system with access to federal procurement. The documentations required to participate 

in public procurement, nullifies many small businesses. A rigorous procurement process 

creates a situation where only a few companies tick the boxes to access public 

contracting under an unclear procedure. This does not help small businesses to offer 

their services to the government. The Presidential Enabling Business Environment 

Council (PEBEC) got the Bureau of Public Procurement to restate the guidelines for levels 

of contract as part of the 2017 ease of doing business reforms, but the documentation 

process remains too strenuous for small businesses. 
 

iv. Synchronization of various identity system and data–driven activities: On the issue of 

granting credit to small business owners, the challenge is data. Nigeria cannot go 

forward without addressing the problem where an individual can obtain a loan and 

disappear because the state does not have an identity system. The deficit in Nigeria’s 

finance system is tied to the inability of the country to profile and score the citizens 

based on credit history. The law that guarantees registration of moveable assets is a 
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positive step but building single-user identification linked with credit histories is essential 

to strengthen the credit systems to small businesses. It is also important to state that a 

constraint exists in financing MSMEs and invariably development. We need to consider 

why private sector interest rates are high. Clearly, it is that interest rates are a function of 

the high levels of insecurity, bureaucratic inefficiencies, and poor enforcement of 

contracts by a weak judiciary, which make long-term investments in Nigeria very risky. 

Access to finance may be improved upon but these underlying institutional deficiencies 

will always impose a limit on the level of industrialization and foreign direct investments 

obtainable in this economy. 

 
v. Incentive-driven MSMEs package at the state level supporting states for MSMEs 

targets: The task of scaling MSMEs for economic development should also not only be 

the responsibility of the Federal Government. One way of moving states away from the 

practice of depending on federal allocation cake is by persuading them into supporting 

MSME growth. For instance, states could discount certain taxes for small businesses and 

design plans to deepen the technical pool within their territory. Local and state 

governments often see small businesses, as vehicles to be exploited, rather than 

encouraged, and changing this culture would be a crucial step towards supporting MSME 

growth 

 
vi. Nation-wide affordable judiciary system for MSMEs: The introduction of specialized 

small claims commercial courts in Lagos and Kano is laudable, while this sounds like a 

good initiative in Nigeria’s judiciary system, the initiative needs to scale beyond those 

two states. The goal would be to ensure access to timely and affordable justice 

administration by the less privileged small businesses in the country. 
 

vii. Segmentation/Categorization of funding channels: Creating cheaper sources of funding 

to MSMEs, directing investment to high-growth clusters, setting up one-stop 

government service centers, creating an inclusive procurement system, consolidating 

civic data to build credit histories, ensuring justice is delivered for small businesses, 

would create a more conducive environment for MSMEs to thrive. The government 

should classify MSME funding into three categories: Bank of Industry for large scale 

funding with developmental impact, Development Bank of Nigeria to provide discounted 

financing and guarantees for small business; and a Central Bank Fund to provide cheap 

access funding to microfinance banks and OFIs for onward lending to micro-enterprises 
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viii. Introduction of capacity building centers: This will create avenues for a capacity building 

driven community of the MSMEs through the private and public educational institutions 

across the country with the aim to orientate and re-orientate the new and existing 

MSMEs. The focus will be to organize dedicated capacity building sessions at regular and 

frequent intervals tailored to enhance financial as well as the business literacy of these 

business owners. This should be more of private –driven initiative with the support of 

government by way of incentivizing these educational institutions that provide these 

services via tax rebate etc. In addition to this, the enrollment and participation of these 

MSMEs in the different financial and business literacy sessions on a continuous basis 

should be made mandatory and a requirement for access to cheap finance to be provided 

to this sector by the government and possibly tax reimbursement opportunities for 

compliant MSMEs. 

 
ix. Central Bank of Nigeria’s (CBN) drive of Other Financial Institutions in financial 

inclusion: A deliberate and consistent campaign by the CBN to encourage OFIs and the 

FINTECH companies in the financial inclusion program and accompanied with a lot of 

public awareness. This increases the confidence of the MSMEs sector approaching the 

OFIs and eliminating the disillusion of the general public that the OFIs arbitrarily operate 

as though they are not regulated. Hence, this will address the public confidence in 

approaching these financial institutions for their financial services and deepen the 

financial inclusion in this sector 
 
 
 

7. Burning issues in the sector 
i. Access to credit 

ii. Difficulty in accessing foreign exchange for importation of raw materials; 

iii. Inefficiencies in import/export system 

iv. Inefficient financial system 

v. Poor infrastructural development 

vi. Inefficient legal system, political instability and corruption. 

vii. Delay in invoice payment. In Nigeria today, there is no policy or law stipulating the 

maximum number of days it should take for a government agency, multinational or blue 

chip companies to pay for products or services rendered by a small business. Small 

business owners waste quality time and energy chasing “big companies” to make 

payment for services rendered. Small businesses unavoidably finance the big companies 

through supplier credit despite the big companies having access to bank finance. In 

essence, big businesses are “partly funded” by the small businesses in Nigeria.
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8. Critical and pertinent issues commonly faced by business organizations 

in the sector which undermine their contributions to the Gross 

Domestic Product (GDP). 

 
i) Managerial competency: Managerial competencies play a major role on the 

performance of MSMEs. Management exposure, experience, education, knowledge, 
and start-up experience are used to measure managerial competencies. Importance 
of management competence in MSMEs success has been considered, and inadequate 
managerial competency was found to be the main reason why small business 
owner/managers have very basic understanding of financial and accounting 
information and have serious problems with financial planning literacy. 

 
ii) Macroeconomic factors: Macro-economic issues such as inflation, interest rates and 

unemployment are the main factors negatively affecting the success of small 
businesses in Nigeria. Weak Naira and high inflation rates are some of the 
characteristics of the Nigerian macro-economic, and over dependency on oil has been 
one of the reasons for the country’s economic decline. The Naira has depreciated by 
over 30percent to the dollar in the last 5 years. Inflation results in the increase of 
expenses, which again reduces the profits of MSMEs and diverts investment to 
ensure the growth and success of the business. Inflation not only affects MSMEs, but 
also their consumers, as it increases the costs of goods and decreases their 
disposable income. In addition to the challenges, the inability to access appropriate 
technology at cheap costs and the absence of facilities for research and 
development, make it even more difficult for MSMEs to survive. 

 
iii) Poor or inadequate infrastructure: The poor state of infrastructure in Nigeria has 

been generally seen as a fundamental obstacle to the growth of the MSME sector. 
Epileptic power supply and deplorable road network are chief of these infrastructural 
deficit. The epileptic power supply has been a major cost driver for MSMEs in Nigeria 
and has contributed largely to the high cost of doing business in Nigeria. The poor 
road network in the country is another militating factor to the ease of doing business 
for the MSMEs in Nigeria. Because most of the goods moved within the country are 
still done through the road, transport cost has continued to soar and has constituted 
another major cost driver in the product costing for the MSMEs. 

 
iv) Access to finance: One of the major challenges discovered to hinder the growth and 

survival of MSMEs is access to finance. Credit/loan processing in financial institutions 
has become more complex as institutions focus on avoiding non-performing loans, 
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institutions have become more cautious because of the financial crises and economic 
outlook, making it difficult for MSMEs to access loans. Access to finance has for a 
while been seen as a concern to MSMEs in many developing countries. A vast 
majority of MSMEs rely on internal finance, such as contribution from the owners, 
family, and friends, which is often inadequate for MSMEs to survive and grow. 
Therefore, access to external finance is necessary to reduce the impact of cash flow 
problems for MSMEs. 

 
v) Technological capabilities: One of the reasons small businesses continue to face 

growth challenges in Nigeria, despite some support from the government and other 
organizations, is their technological capacity or under capacity. Small businesses are 
still impeded by their lack of technological implementation, irrespective of great 
technological advancements globally. Without technology, small businesses will find 
it difficult to compete or grow. 

 
vi) Unfair competition: Most MSMEs in Nigeria cannot compete with items or 

products from other countries especially China and other Asian tigers. The 
government has also not helped in this area because of dumping of fake and sub- 
standard goods, and smuggling activities in the country. When combined with the 
high cost of production in the country, locally made goods can hardly compete in the 
area of pricing. 

 
vii) Government Bureaucracy: Another challenge faced by SMEs is bureaucratic bottle 

neck of various government agencies like CAC, NAFDAC, and Customs etc. For 
instance, getting NAFDAC approval for food item or drug can take years. It is almost 
impossible for MSMEs to get many of these licenses without “settling” government 
officials. It is now the norm in Nigeria. 
The recent improvement in Nigeria’s ranking in the ease of doing business has not 
had any impact in this area as bureaucracy of government officials are still 
unprecedented. 

 
viii) Preference for imported goods: In Nigeria, there is still preference for imported 

goods over locally made goods. Even government agencies and departments do not 
patronize our own SMEs. All these combined create marketing problems for SMEs in 
Nigeria. No wonder many of them closed down within the first few years of 
operation. No business can survive in the long run without enough sales to cover 
operational costs. 

 

ix) Tax Administration: While it is generally believed that tax is the primary source of 
internally generated revenue (IGR) for any government to build and develop critical 
infrastructure and provide social services, the effects of excessive and uncontrolled 
taxation of the MSMEs could be counter-productive. MSMEs in Nigeria are faced with 
the problem of high tax rates, multiple taxation, complex tax regulations and lack of 
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proper enlightenment or education about tax related issues. MSMEs are left at the 
mercies of unscrupulous tax officers who take advantage of their size, wherewithal 
and ignorance to make money unjustly. 

 
x) Regulatory factors: The success of the small business sector is continuously 

threatened by poor allocation of resources and complicated regulation. Regulations 
governing establishment of businesses are extremely intricate and can be conflicting. 
Meanwhile, most MSMEs do not even understand the laws that govern them, making 
it difficult to be compliant. Nigerian MSMEs are displeased that the country’s rigid 
tax, business registration, product registration, demolition of property and labour 
laws are counter-productive to business growth. With regards to government policy, 
Nigeria ranks among the worst in the world in terms of ease of doing business. 

 
 

 
9.  Incentives to jumpstart the sector’s growth, contribution to GDP and 

employment generation. 

 
i. Credit Guaranteed Schemes: Public credit guarantee schemes (CGSs) are a common form 

of government intervention to unlock finances for MSMEs towards economic 
development. While successive governments including the incumbent have introduced 
various CGSs, more efforts are still required in this regard. CGSs in Nigeria should be 
designed to take in consideration of the peculiarities of the Nigerian MSMEs. Even 
though most of the CGSs come at a single digit interest rate, accessing them is pretty 
difficult by MSMEs because of the conditions imposed on accessing such finances by the 
bank. The bureaucracy, turn-around time and collateral requirements all characterize the 
risk averseness of the commercial banks towards lending to the MSMEs. 

 
If the CGSs will achieve their purposes: 
a. They must be packaged in such a way as to make accessibility pretty easy by MSMEs. 

Collateral requirements should be less stringent 
b. CGSs should be well targeted. Federal Government “distributed” COVID-19 loans to 

small businesses as well households sometimes in 2020. This was done through an 
online portal administered by NIRSAL Microfinance Bank. While this was well 
applauded, many MSMEs and individuals who got disbursed to saw the loan as 
largesse. Many MSMEs got far below what they applied for, making the gesture 
falling short of the desired intent 

c. State government should emulate Lagos State in facilitating financing scheme for 
small to medium scale businesses in their states. Lagos State has succeeded in this 
regard through its employment trust fund LSTEF. 
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ii. Single digits loans: Many MSMEs contend with several economic factors while running 
their ventures. Because of the scale and wherewithal of the MSMEs, these factors have 
significant impact on their profitability. Thus, not to further aggravate the problems, it is 
pertinent for MSMEs to have “not too difficult” access to single digit loans. CBN in 
conjunction with the Developmental Banks should create more sector specific funds 
which MSMEs can access at single digits and without so much difficulties or strenuous 
conditions. 

 

iii. Tax incentives: Federal government can jump start growth and development in the 
MSME sector by implementing targeted tax incentive policies. While this may 
immediately lead to reduction in revenue generation of the government particularly in 
this dire period of dwindling government revenue, the medium to long term benefits on 
the economy cannot be over-emphasized. Federal Government can give tax incentives in 
the following areas: 

 
a. VAT exemption on all locally produced goods 
b. Expansion of the revenue bracket for outright CIT exemption 
c. Removal of WHT deduction for small businesses that fall within the CIT exemption 

bracket 
d. Reduction of WHT for medium scale businesses in order to provide for additional 

cashflow for their operations 
 

 
iv. Establishment of Industrial parks: Governments at Federal & State levels should thinker 

with the idea of setting up Industrial Parks with state of the art technology in each of the 
state capitals in the country. The industrial parks will reduce barriers to entry for MSMEs 
as they will be able to produce without thinking about the cost of installing infrastructure 
and other equipment. With the industrial parks, MSMEs will be able to manage their cost 
of production, achieve scale as well as improve product quality due to the state of the art 
infrastructure already provide by the government. 

 
 
 

10. Actionable recommendations 
1. The Federal Government should make a strong and emphatic policy statement for all 

government agencies, multinationals and blue chip companies operating in Nigeria to pay 
small businesses within 14 calendar days of receiving a correctly rendered invoice for 
goods or services provided. This will help small businesses have access to finance to 
continue to run their businesses. This policy, if well implemented and monitored, will 
reduce small businesses’ dependence on the banks for working capital finance which will 
lead to reduction of their finance cost. A policy like this will boost economic activities of 
the MSMEs. 
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2. The current window for Company Income Tax incentives for MSMEs should be further 
expanded. Government should increase the turnover limit for complete exemption of CIT 
from the current N25m to N100m while the upper limit for revenue to be eligible for 20% 
CIT should be increased from current 100m to N200m. 

 
3. Encourage FIs to lend to SMEs by providing them dedicated funds at single digit rates 

and compelling them (regulatory sanctions can be used) to ensure that those funds are 
actually lent to the MSMEs. 

 
4. While this may sound so repetitive, it needs to be reiterated that Government must 

provide an enabling environment for MSMEs to thrive in the Country. These can be 
further divided into various components. The power situation and road are very critical. 
However, insecurity may further affect quite a number of raw materials as farmers are in 
some areas not able to readily access their farms. 

 
5. In looking at the institutional issues for accessing credit, perhaps, we should look at the 

possibility of using MFBs as SPVs (Special Project Vehicles) in the short, medium and long 
terms. This suggestion will be tied to the prospect of huge funds meant for MSMEs being 
passed through the MFBs at single digit interest rate as earlier mentioned in our 
submission. 

 
6. Government should consider setting up state MSME councils. The state MSME councils 

will comprise of officials of the state government and key members of trade associations 
within the state and they will focus on jointly addressing issues affecting MSMEs in their 
state and making recommendations to their respective state governors. 

 
7. There is an urgent need to improve the efficiency of the 6 sea ports in Nigeria in order to 

reduce the concentration on the Lagos ports. Roughly 99% of Nigeria’s trade goes 
through the sea ports making an efficient sea port a key success factor for the viability of 
the Nigeria economy. We recommend that the Federal Government should come up with 
necessary reforms that will solve the problems with the sea ports at Portharcourt, Onne, 
Warri and Calabar for them to be more active and efficient. 

 
 

 
 

Kindly Note: 
 

For the Blue Print Report (BPR) to justify its essence, the report must be freshly sourced 

directly from operators in the sector. 

Lifting from existing literature must be avoided. 
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Collaboration by committee members with those who are doing business in the sector is 

recommended. 

We recommend that the length of each of the topics should not exceed 1,000nwords. 


