COURSE
GUIDE

BFN 310

MICRO CREDIT POLICIESAND INSTITUTIONS

Courseteam

NATIONAL OPEN UNIVERSITY OF NIGERIA

Dr. Oluwagbohunmi, D. Ogunbona (Course
Writer/Developer)
Ishola, T. Oladele (Course Coordinator)-NOUN

==




ENT 201 COURSE GUIDE

© 2017 by NOUN Press

National Open University of Nigeria
Headquarters

University Village

Plot 91, Cadastral Zone

Nnamdi Azikiwe Expressway

Jabi, Abuja

Lagos Office
14/16 Ahmadu Bello Way
Victoria Island, Lagos

e-mail: centralinfo@nou.edu.ng
URL: www.nou.edu.ng

All rights reserved. No part of this book may bprogluced, in any
form or by any means, without permission in writingm the publisher.

Printed 2014, 2017

ISBN: 978- 058-120-2




ENT 201 COURSE GUIDE

CONTENTS PAGE

a0 o ¥ T3 1o o P 1
Course ODJECHIVES.......ccocvvviiiiie et eeeeeeer e 2
Working through this Course.........ccccccceevveeeeiiiiieee e, 2
Course Evaluation...........ccoooovviiiiiiiiieeeee e, 2
StUdY UNIES oo 3



ENT 201 COURSE GUIDE

INTRODUCTION

A robust economic growth can be achieved if wellt®ed poverty
alleviation programmes are put in place. These naragnes must be
articulated in such a way that people would haveess to factors of
production and credit. The latent capacity of th@orp for

entrepreneurship would be enhanced by the provisiamicro-finance
services, which will enable them to engage in enuna@ctivities and be
self sufficient. It will also lead to increase imployment opportunities
in the economy.

Over 65% of the economically active population tha precluded from
formal financial services provided by the convemdb banks could
benefit from the programme. Furthermore, the poboymicrofinance

will make it possible for the informal sector to beought under the
supervision of the Central Bank of Nigeria (CBNhus$ making it

possible for the achievement of monetary stabditg the expansion of
financial infrastructure in the country to meet firencial requirement
of the Micro, Small and Medium Enterprises (MSMES)ibrant micro

finance sub- sector would evolve and it would bignated into the
main stream of the national financial system amvige the stimulus
for growth and development. It would also harmonisgerating

standards and provide a strategic platform for #elution of

microfinance institution, promote appropriate regian, supervision
and adoption of best practice.

The first effort to promote micro enterprises &drin the early 1950s
with the establishment of the Colonial Developmiesdins Board by the
Colonial Administration. This was later replacedthg Revolving Loan
Fund for Industry which came as part of the tedinassistance from
the U.K for the Small-Scale Industries Credit Schef8SICS). State
and Federal Governments also contribute to theepoirshe SSICS for
on-lending to small entrepreneurs. Several Politage been put in
place since 1980s. Some of them are discussee isitlly guide.

The government also instituted some organisatiansoversee the
implementation of these policies in order to achithe desired result.

The potential beneficiaries are expected to fusidine obligations some
of which are accurate record keeping, efficient aggament of the
business and optimum utilisation of the resources.

This Course Guide gives you an idea of the diffetepics you are to
cover and the time to be spent on each topic.

There are Self Assessment Questions (SAQs), whoahwll answer in
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order to test our ability to remember or assimilate

There are Tutor-Marked Assignments (TMASs), whicle ttudent is
expected to answer. A careful study of the manukllead you to the
answers. There will be regular tutorial classed #re linked to the
course and you are advised to attend the sessions.

COURSE OBJECTIVES

During this course, you will learn the various défons of SMEs and
why they need Micro credit. Effort will also be neatb list and explain
the activities of the various Institutions whicheaempowered to
implement government policies linked with the depshent of the
SMEs. You will also learn about the essence of @rapcord keeping
and resource management.

WORKING THROUGH THIS COURSE

For you to successfully complete this course, ymiexpected to read
each study unit, reference books and other ressulad are relevant.
The SAQs are to enhance your understanding ofoibie;tthey are not
to be submitted.

The TMA is to be answered immediately after each isncompleted
and sent to the course facilitator for assessment.

This course is a 2- credit course. You are theeséxpected to spend a
minimum of two hours every week studying. You apgexted to
complete the entire course outline within a penbd8-25 weeks.

COURSE EVALUATION

As earlier stated, every unit of this course hasssignment attached to
it. You are required to keep an assignment fileteAkvery unit the
assignment should be done. At the end of the cpthreeevaluation shall
be as follows:

Assignments 30%
Examination 70%
Total 100%.

At the end, the best 10 TMAs will be selected tokenap 30%. The
examination at the end of the course shall coethal aspects of the
course.
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STUDY UNITS

The units have been designed to cover the variolisigs formulated to
enhance effective performance of the SMEs. Theouariinstitutions
that are empowered with the implementation of tbécges are also
discussed. In order to have full benefit of thersey some additional
topics are added. The topics discussed are bastrlsanformation

Module 1

Unit 1 Micro Financing

Unit 2 Traditional Micro Finance Practice in Niger

Unit 3 Sources of Funds (Part 1)

Unit 4 Sources of Funds: Partnership and
Cooperative Society

Unit 5 Non-governmental OrganisatiomMitrofinance

Module 2

Unit 1 Government Policies

Unit 2 Micro Finance Institutions Part |

Unit 3 Micro Finance Institutions Part Il

Unit 4 How to Keep and Use Business Records

Unit 5 Marketing — How to Sell Your Prads

Module 3

Unit 1 Marketing: Promotion Part |

Unit 2 Management Cash

Unit 3 Entrepreneur and Entrepreneurship

Unit 4 Definitions of Business Types

Unit 5 General Management Practices in Small SBakness

Module 4

Unit 1 Contemporary Management Practices in
Small Business |

Unit 2 Contemporary Management Practices in
Small Business II

Unit 3 Cause of Failure of Small Scale Business

Unit 4 Possible Projects
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MODULE 1

Unit 1 Micro Financing

Unit 2 Traditional Micro Finance Practice inggria

Unit 3 Sources of Funds (Part 1)

Unit 4 Sources of Funds: Partnership and Codper&ociety
Unit 5 Non-governmental OrganisatiomMitrofinance

UNIT 1 MICRO FINANCING
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1  Micro Financing
3.2 Micro Credit
3.2.1 Features of Micro Credit or Micro finance
Institution
3.2.2 The Beneficiaries
3.2.3 Smallness of the Loan or Credit Facility
3.2.4 Adoption of credit plus Approach
3.2.5 Focus on Rural Women
3.2.6 Group Delivery Methodology
3.2.7 Pre-Loan Training Programmes
3.3 Elements of Micro Finance
3.3.1 Activities towards the Poor
3.4  The Benefits of micro Credit or Micro Financing
3.5 Reasons for Micro Financing
3.6  Benefits of Loan to the Beneficiary and others
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Reading

1.0 INTRODUCTION

Mrs. Adeawo, a petty trader in Agbala town started mat weaving
business, using a family savings eBMWNin 1988. She could not get
money from the bank because she was poor and catlgdresent the
required document as well collateral as a tendangtcommercial bank
or any formal financial institution. She operatbd business for 12years
without much success until she was introducedhark that was giving
out loan to petty traders. She collectedbINOOO which was a huge sum
of money to her. She used the money to boost tletgr of her
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business. She was able to repay the loan at the@pgte time. The
business grew and increased beyond her little tovather States of the
federation.

In many developing countries, Nigeria inclusive,men constitute a
major percentage of micro entrepreneurs in therméb sector. Many of
them are illiterate, and live in the rural settinbhey set up their
business, living from hand to mouth and never lsd#a to move above
the poverty line due to lack of credit or houselard or collateral to

secure loan from commercial institutions. Aboutpgscent of people in
developing countries derive their incomes fromitifermal sector, thus
the need for good financial sector, infrastructamel national strategies
to reduce poverty by a half. They only access lvam money-lenders
who are extortionists charging high rates of indenghich reduce the
profit that would have accrued to the entreprendurs therefore

important to put in place policies and institutiothgat will promote

micro finance or micro credit services to the paor small scale

entrepreneurs.

2.0 OBJECTIVES

The aim of this unit is to enable the student usided the meaning of
and the need for micro credit or micro financingpe&fically, the
objectives are that the student should be able to:

o Recall the definition of micro financing
. Recount the benefits of micro credit to the benafies

3.0 MAIN CONTENT

3.1  Micro Financing

3.1.1 Definition of Terms

It is necessary to define some of the terms whietuaed in this unit.

ENTREPRENEUR: An entrepreneur is a sole trader. He can also be
referred to as a business man. He is the owneheobtisiness which
may be a retail business, a micro business, sncale sbusiness or
medium or large scale business. He decides the aygausiness he
wants to engage in. If the business succeeds, he alvthe profit, if it
fails, he bears all the losses. He uses his momdyuy the machines,
tools, equipments and employs labor as well as bugserials for
production.
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COLLATERAL: It is the property pledged as a guarantee for the
repayment of a loan. It could be a landed propeatgar, a stipulated
amount to be deposited in the bank as a guaragteesa the loan to be
advanced. Collateral is usually a request of thmroercial bank.

LOAN: It is an amount of money lent to a customer byaakb This
amount attracts a cost or a charge which is reddoas interest rate.

INFORMAL SECTOR: It refers to the sector of the economy that is
not categorized under the range of operation oftiganised economic
activities. This sector is categorised by the Imitional Labour
Organisation (ILO) in 1990 into three broad groups:

(@) owner-employers of micro enterprises, whidjuree the services
of a few paid workers, with or without apprentices;

(b)  Own account workers who own and operate omsepebusiness,
working alone or with the help of family members dan
apprentices who are usually unpaid; and

(c) Dependent workers paid or unpaid. This incfudage earners in
micro enterprises, unpaid family workers appresticeontract
labor, home workers and paid domestic workers.

3.2 Micro Credit

Micro credit or micro financing is the means of ybhng the
economically active poor and low income househaldit financial
services such as credit or loan to help them engrageome generating
activities or help them to expand their small bassas experienced in
the story earlier recounted. They also provideisesv/such as savings,
micro leasing, micro insurance and payment trassfeilhe
implementation of the additional services will benanced by the newly
introduced Micro Finance Institutions (MFIs).

Traditionally, especially in village setting, workm such as bricklayers,
well diggers etc lease various implement such asl lgans, shovels,
cutlass in order to carry out their daily activstie

3.2.1 Features of Micro Credit or Micro Financenstitutions
The organisations that are solely involved in micredit or micro
financing have certain distinguishing features Wwhitfferentiate them

from the commercial banks. These are:

o the smallness of loans advanced (to the debtors).
. the smallness of savings collected (from the depsi
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o the absence of asset-based collateral (that idethiproperty to
stand as a guarantee to secure loan).
. the simplicity of operations (the beneficiaries aot expected to

have extensive accounting procedures in place).
3.2.2 The Beneficiaries

The beneficiaries are mostly small or micro busnesners who are
mostly in the informal sector. They could be inibess such as shoe
mending, retail selling, pepper/tomato selling, cagllied food
production and farming. They are generally clasdifas the poor or
small business owners.

Most of the beneficiaries have little or no edumatand lack modern
skills. They also have little knowledge about rec&eeping, planning,
cash management and other modern management teebniq

3.2.3 Smallness of the Loan or Credit Facility

The financial need of micro enterprises is very.ldwoan of as small
as-ANL0O, 000 can change the business volume and pntifigadf a micro
enterprise. In spite of the fact that the loannsals, each beneficiary
must have proper record with the MFI. This will reakhe cost of
processing the loan to be high. In order to sohis problem, group
delivery methodology is used for both the savings laan operation.

3.2.4 Adoption of Credit plus Approach

Micro Finance Institutions look beyond credit pion. They also take
care of the total well being of the people. So ttrayn them in the area
of health care, skill enhancement, technologicahgfer, reproductive
health etc.

3.2.5 Focus on Rural Women

They concentrate mainly on rural women who are indarmers and
petty traders.

3.2.6 Group Delivery Methodology

Beneficiaries are encouraged to form a group oo@perative society
which could be based on type of business activeigs Pepper sellers’
association. The usage of the loan, monitoring he# savings and
repayment of loan are done at group meetings. Hewelre individual

is held responsible for the utilization and repagimef the loan. It is

also possible for a group to take a loan togetbejoint business.
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Group delivery methodology has some advantageseTaes:

) Reduction of the Cost of Lending:
The repayment is done at the meeting rather thamdimidual
basis.

o It Aids Credit Discipline and High Number of Repayment:
The group exacts pressure on its members to pap upat they
would not be disqualified from having access tdHer loan.

o Solidarity among Members:
There will be cordial relationship between members

. Absence of Collateral Requirement:
The loanees are not required to present any guaraoivards the
loan. They are given on trust.

. Saving Components:
Loanees are encouraged to make regular deposit thigh
institution or credit group. Some group expectsnthi® make
some savings before credit can be collected.

o Loan Structure:
The amount of money saved can be considered asuatgeor
the loan. Member can borrow up to three times theumt saved.
This amount is referred to as the Maximum CrediniLi No
withdrawal is allowed until the loan is repaid snbe deposit is
taken as the security for the loan. The excess yndegosited
after the loan would have been repaid, accrudsetaépositor.

o Interest Rates
The interest charged on the loan is usually betw&eB% and 8
%, although some Non-governmental Institutions gearas high
as 36 % per annum.

3.2.7 Pre- Loan Training Programmes
Pre-loan training programmes re conducted for mesadgaining such

as record/book keeping, cash management, marketklls and
techniques are organised for members.
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3.3

Elements of Micro Finance

3.3.1 Activities towards the Poor

3.4

The poor needs a safe place to keep his money sastdich he
will readily save money with the Micro Finance Ingions

(MFIs).

The poor also desired to have access to credit evienit is

required.

The poor needs to have a capital base of his asiféis will

reduce his economic vulnerability. He can use thengs when
business falls. The money also becomes useful whemeed
arises for some social obligation such as buriakroenies,

children education.

The procedure for savings, loan and withdrawalimspte and

convenient.

The interest rate paid on the savings is high.

Micro finance institutions help to develop the sma and thrift
ability of the poor.

They enhance capital accumulation and capital mgldamong

the poor.

The poor is able to build capital for his own besises through
the savings initiative of the Micro Finance Instibns.

Improve self esteem of the poor.

The Benefits of Micro Credit or Micro Financing

It is the source of capital for local private sectievelopment.
Most of practitioners in this sector are low incoemners and
would need assistance in order to expand theimbases. The
Taiwanese economic growth was propelled by a vibed

buoyant private sector. There are thousands oaf@iindustries
in Taiwan, which explains her tremendous growth.

It provides capital requirement for small and medienterprises
development

It enhances the growth of micro enterprises. Mostran
enterprises are the suppliers of inputs, spares pamnd other
services to the large scale business. So it prevedg@ansion of
suppliers of inputs and services needed by theelasgale
business

It creates new consumers and markets for businesd sizes

because it creates increased wealth for low incotigiduals

It supports home improvement, home building in genand

villages through special savings and loans. Villagae able to
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build their houses and living apartments that aa&t mnd decent,
thus improving their standards of living.

3.5 Reasons for Micro financing

Mrs Abeni was a stock fish seller at Agege marl&te started the
business by collecting the stock fish on credibfrine wholesalers. She
had a box in which she keeps the profit. She hhassdband who is a
transporter, so she needs to assist her husbaduigating the children.
At the beginning of each school year, she will spalh her profit to buy
books, uniform and stationery for the children.sTWill bring down the
business. She will have to start again. This meahas her business
succeeds or thrives only after the children areseat school.

Baba Ade is a welder. He fabricates hand-net, wisalequired by fish
farmers. This additional item opens another maokgiortunity for him.

This will result in the expansion of his businessd a@rofit; but he has no
money to buy iron rod, nets and the machine thanéeds for the
business.

Tola is a trained Vulcaniser. He wants to work rdey to earn a living
but he has no workshop although he has the reqmeszhine. He got a
location along Garki road, but was told to pa398, 000.

Alabi runs a business center. He has IBM typewrilédre number of
customers that come to his shop has reduced tievkéthat he can no
longer earn enough money to cater for himself. Thisecause most of
his customers prefer to type their document orctdmputer. He went to
a computer training school but was told to p84N000 before he could
be trained.

Adeoye is a computer repairer, but he got fed uth whe job and
wanted to become a poultry farmer. He went to a ddament
consultant who asked him to pay N25, 000 in orderhim to acquire
the knowledge he would need to raise poultry birds.

The different stories indicate the need for miawddt. These are:

. The need for the fund to start a business. For pigm
Abeni had no money, and as such her businessweaalemall so
also her profit.

. Need for machinery, inputs, tools and equipment.example;
Baba Ade had no money to buy the machine and atpeis he
needs to make the hand net.
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3.6

Office space/location for business. For exampleaToad no
money to rent a space to be used as his workshop.

Capacity building/Training. For example: Alabiypist needs to
be trained to use the computer. He needs furttenitg or
retraining.

Skill acquisition. For example: Adeoye needs touargga new
skill in order to be able to carry out the new bhess he wants to
start.

Benefits of Loan to the Beneficiary and Others

The benefit depends on the need of the businessman:

Expansion of business

Abeni was able to expand her business. She wast@lglducate
her children, build a house and her standard afidivmproved.
She was able to stay healthy because she has nitonewt
balanced and adequate diet.

Acquisition of machine, tools, and equipment

Baba Ade got assistance to buy the machine, tomlsguipment
as well as the required inputs to make the handTinet hand net
was formerly imported by the fish farmer.

Savings of foreign exchange
The local production of the hand net that was felynenported
resulted in the savings of foreign exchange.

Employment generation and Income generation

Baba Ade could not cope with the level of productsm he had
to employ more workers. He created employment aradapteed
income which his workers need to maintain theirifiexs

Increased activities of other workers

The use of local product for the production of Hand net also
increased the activity of the net weaver in Jank&a Baba
Ade’s activity has led to increased activity of @thpeople
(multiplier effect).

Additional skill acquisition
Adeoye acquired additional skill. He was able isgdirds.
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SELF ASSIGNMENT EXERCISE

1) List the benefits of micro credits to the benefigs.
2) Define micro credit financing.
3) What are the features of micro financing?

4.0 CONCLUSION

In conclusion, the micro credit is expected to edt¢o those in the
informal sector to enable them contribute theirtguo the economy by
being actively involved in the productive and seevisectors. The
benefit that accrues to them will further expandrexnic activity and
thereby accelerate growth.

5.0 SUMMARY

Micro credit is a form of assistance extended wwséhin the informal
sector that is, business men who run micro ent®prilt does not
require the beneficiary to present any detailedoacting records or
collateral. It is meant for the poor who do not éale accounting skills
or have the money to employ the services of an wateat. Some
benefits accrue to the beneficiaries and the ecgrairarge.

The money can be used for various activities thdk iwad to the

expansion of the business improvement in the stand living and
income/employment generation.

6.0 TUTOR-MARKED ASSIGNMENT
Write short notes on the following:
Why did Abeni need micro credit?

1.
2. What did Baba Ade Need?
3 What are the benefits of micro credit to theddemaries?

7.0 REFERENCES/FURTHER READING

Ehigiamusoe, G (1998)Understanding NGOSBenin City: LAPO
Development Center.
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UNIT 2 TRADITIONAL MICRO FINANCE PRACTICE
IN NIGERIA

CONTENTS
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3.1.1 Characteristics of Traditional Micro Finance
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3.1.4 Informality
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50 Summary
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1.0 INTRODUCTION

Micro credit of micro finance is not a new packajdinancial services
to the Nigeria people. There have been traditigmalps or set who
work together for the members’ benefit. Some elthgroups provide
credit or savings services to their members. Tlaseldifferent methods
of operating in different communities. It is knows Adasheéin the
North, ‘Esusutior ‘Ajo’ in the south. Another variant is ‘safe group’.

2.0 OBJECTIVES

The aim is to explain the existence of traditiomatrofinance in Nigeria
before the advent of the modern Micro Finance L86aheme (MFLS).
Specifically, the learner should be able to expthm characteristics of
the Traditional Micro Finance (TMF) and the advages and
limitations.

In most cases, it is a daily or weekly collectiaomdahe collector is
iterant, that is, he moves about to collect the @ydnom the members.

10
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3.0 MAIN CONTENT
3.1  Traditional Micro Finance Practice in Nigeia
3.1.1 Characteristics of Traditional Micro Finance(TMF)

3.1.2 Savings Component

Savings is a very important aspect of the schemeEsusu’, members
agree on a specific amount to be contributed oedat specific period.
Members are given loans from the pool. The loanlm@aa multiple of
the amount saved by the member. The credit a membantitled to,

that is, the credit limit is determined by the amof money saved.
Interest charged on the loan is very low.

The ‘safe group’ is a bit different in the sensatthach member collects
the amount of money saved at the end of a speaguetbd usually a
year. The saved money would be refunded to indalidnembers.

3.1.3 Group Methodology

Groups are formed by persons on the basis of fatia; occupation,
professions or residential area or market plage,farmers’ association,
hair dressers’ group. Some of these groups arelved in other
activities apart from credit services. These &by include religious,
cultural, and social activities.

3.1.4 Informality

It is an informal group, in both its operations amgjanization. The
groups are usually not registered under any statubestruments.
Leadership structure and function are not veryrbledefined. Most of
the laws and transactions are based on unwrittele.colhere are no
written laws that are followed or that guide thaativities or operation.
It is peer pressure and communal norms that aréedpm order to
check fraudulent practices.

Loans are granted without formal operational procesl and the cost of
transaction is therefore reduced.

3.1.5 Low Rates of Interest

Indigenous savings and credit group charge lowtasraf interest on
credit facilities. Money lenders charge as highbasveen 240% and
360%, while the credit group charges between 36688d per annum.
The low interest rate is explained by the follownegsons

11
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o Savers are usually the borrowers- Fund for loan is sourced
from the savings of the members who are paid litlao interest.
There is therefore no cost tagged to the fund. s Thibecause
interest paid on loan is seen as a cost.

. Low cost of operation —The mode of operation which is
uniform and of limited scope leads to low cost péation. The
officials perform their duties without being paiddano money is
paid for office space and staff as known.

3.2 Operations of Esusu

It is a contribution made by a person to an itineyacollector or banker.
The contribution which is usually a fixed amounitriade either on daily
or weekly basis depending on the agreement.

'‘Ajo' encourages the development of the habit ofngs. The savings
made can be collected at the end of the month armattually agreed
time. At times, the depositor can make an appeabtiect her money
earlier if an urgent need arises, sometimes, widgiitianal money for
business is required, you can also borrow fronmAje collector. This is
also a source of money for business.

Please be warned:Some Ajo' collector can make away with the
contribution, so be careful how you contribute.

ESUSU

It is a system whereby every member contributes esamoney
periodically. Itis common among women especiadlthe rural area; in
spite of the level of illiteracy among them. Eankmber must love or
share a common interest. They could belong tostree social and
economic group e.g. same age group, occupatiooalpgmwives of an
extended family.

They pay a certain amount of money which is colddly one member
of the meeting. A minimum amount of money is saped to be saved
by each member but a member can save more thamitium. Three
main officials are involved in the organizatio®lori-eghe (the
president) is elected by virtue of age, or becaidds social status, or
ability to manage people or ability to carry peopleng (Charisma).
The success of the people depends on the charisrtiee d’resident.
The ‘Akapo’ (the treasurer) is the next officialttee ‘Olori-egbe’. She
Is elected on the basis of the opinion of the memb&he’s considered
to be thrifty and trusted with money. Next to tiA&apad is the ‘Asipd
(Secretary or organizer). Her function is to imlomembers of any

12
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social function and remind them of the meeting dayhe organises
visit to function and gift to be given to membenrs accasion such as
memorial ceremony, burial, wedding ceremony etds iotational since
it involves so much time and dedication.

3.3 Requirement to Be a Beneficiary

. You must register and get a card for a fee usw@adignall amount.
. Daily or weekly contribution must be made.
o You must agree on the modality for payment.

Once you are a member and your contribution islaegyou are entitled
to your savings and you can apply for a loan. Tdrens of repayment
are usually not too stringent. You would need argnt@r who in most
cases would be a member of the group.

3.4 Advantages of Ajo'

. Encourages savings

. It is a ready source of credit for business

) It is a ready source of monthly income for the cbutors
) It is a source of money for sudden or unexpecteeeses

3.5 Disadvantages ofAjo'
. The collector sometimes runs away with the contatai money

3.6 Limitation of Traditional Micro Finance Practice

Lack of Proper Record Keeping -Informality is a key feature of
indigenous savings and credit schemes. Properde@re not usually
kept. Accounting procedures are not put in plaégen where records
are kept, there are no provisions for scrutinyis therefore difficult for

them to keep a good track of the loan and savirtg. fBhe groups
therefore have short life span as the membersescas a result of lack
of proper record, mistrust and infighting ensue.

Limited Number of Membership - The expansion of members is
limited because of the informality of organisatibrsaructure, and
procedures. Services are limited to small numbb&oatribution. They
have no plant to expand their scope.

Absence of Legal Recognitior- Existing financial laws and regulation

do not accord indigenous credit groups any recagnitargely due to
their limited scope of operations, these creditugeodo not consider it
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necessary to press for recognition. They hardleremito contractual

agreements with other institutions. They are degtigf adequate funds
from the capital market. The disbursement of Idansorrowers is done
at contributor’s risk.

3.7 Advantages
- Provision of fund for the rural women
- Development of savings habit in the rural area.

- Expansion of business activities among members.
- Development of organisational skills among members.

SELF ASSESSMENT EXERCISE
1) Explain the organisational structure of the tradiél
microfinance group.

2) Define Cooperative Association
3) What are the benefits oAjo’

4.0 CONCLUSION

The savings and credit scheme has been existimgebttfe advent of the
MFLS. They have leaders who organise how moneyivisn out for
loan, for the benefits of the beneficiaries.

5.0 SUMMARY

The savings and credit scheme is an advantagenfpéalithe expansion
of business activities among the beneficiaries. & simple and informal
organisation but it impact among the members isemse. It becomes

possible for these people to have access to fundusiness expansion,
and social activities.

6.0 TUTOR-MARKED ASSIGNMENT

List the advantages of traditional microfinanceesok
7.0 REFERENCES/FURTHER READING
Ogunleye B (1991)L.end Me a Hand Redd Burna.

Olatunbosun D (1975)Nigeria Neglected Rural MajorityLondon:
Oxford University Press.
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1.0 INTRODUCTION

Adeyori has a very good plan. He wants his childeibe educated in
the best secondary school in town and to attend ainé¢he best
universities. He needs money to get this done.

He started a business which was not expanding bedais capital base
is small. Would he be able to fulfill his dream? IHeeds financial

assistance from friends, family members, associagovernment etc to
be able to expand his business.

2.0 OBJECTIVES

The aim of the unit is to identify the differentusoes of funds for the
business. At the end of the course, student sHmukble to:

. Identify the different sources of fund
. Explain the different sources of fund
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3.0 MAIN CONTENT

3.1 Sources of Funds

| wonder if you had ever borrowed money from a carsial bank. If

yes, did you find it easy, quick and inexpensive@ ydu have to pay a
high price called interest for borrowing the mondyf also sure you
were expected to bring some security or collateamething valuable
before you were considered for the loan. How lomyidtake? Did it

entail a long period of waiting, phoning and vrsitithe bank? How was
the repayment schedule? Was it favourable? Wagdaiieg back not an
ordeal? The repayment schedule is not flexibleramther is the interest
rate constant. Isn’'t it? Brighten up; there areeotivays of sourcing
funds for the business. Let us take a look at #r@us options.

3.1.1 Different Sources of Funds

All business firms need money for the financingtloéir plans. Each
would own some combinations of cash, equipmentding and other
properties referred to as assets.

The businessman needs to have an estimate ofnlaiscial needs both
for buying assets and variable inputs before siguthe business. He
would need to answer the following questions ineortb arrive at a
realistic capital requirement.

i Why do | need this capital?

ii How much do | need to spend on the project?
i When do | need the money?

\Y How long do | need the money?

% Where can | obtain the money?

Vi How can | repay the money?

When a firm starts business, it requires fundsuy &ssets. Such funds
could be from the owner, the business and loans.

There are several types and sources of capitallablai to the
businessmen. Some are

o Long-term capital
o Medium capital
. Short-term capital

When you are in business you need to know wherehamdto get the
required funds for operating the business. You nhast the required
capital before you start running the business.
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The most important sources of funds are:

. Grant or borrowing from the family members or fiden

) Getting money from the business (if it is an erigtbusiness)

) Loans (borrowing from Cooperative Associatiofjo or daily
contributionEsusucontributions

. Banks such as:

Community banks

Commercial banks

Specialized banks

Government agencies such as National Directorate of

Employment (NDE)

State Ministry of Commerce & Industry
o Non governmental organisations
o Others

Deposits from customers

Profit of the business itself

Hire purchase finance

Personal savings

3.2 Personal Savings or Owner’s Equity

No king would go to war without adequate plannisg,no businessman
would start a business without some personal savirgg matter how
small it is. The savings may be inadequate fomptiogposed business, so
there may be the need for the business man toesdoirenoney. This is
because the cost of the fixed assets, labor asawétiputs may be larger
than the personal savings. The businessman may toavesort to
assistance from friends and relatives.

Personal savings can be referred to as equityeoptivate money you

put into your business. Owner’s equity is callezk rcapital because as
the owner, you risk your money on the businesthdfbusiness fails, the
owner will lose the money.

If you invest your money in your business, the bess becomes less
risky because in case of a failure, you will novéddo pay back any
loan. The loss is limited to the owner’'s equity.efd would be less
pressure on the business than if the money hadlmreowed. If it were
borrowed you would have had to make repayment agdrjerest.

Investing your own money in your business is a bsk it shows that
you believe in your own business idea and that lyave been prudent
with what you have. This makes it easy for othersehd you money.
The equity is evidence that you have enough faitlyaur business to
risk your own savings on it. Very often, most lered@sist that you
invest some of your own money in the business ketloey make theirs
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available. Therefore, to reduce the risk in yousibess, it is good to
have some money to invest in it as owner's equity personal
contribution.

3.2.1 Benefits of Owner's Equity

It is advantageous to the business man to congrifauthis business

o The business becomes less risky
. He is prudent with the use of the fund
. He follows the most cost effective method of rumnithe

business. He tries to buy the raw material andratiputs from
very inexpensive sources and employs labour thaelatively
cheap but efficient.

3.3.2 Disadvantages of Owner's Equity

. He may not be able to start the business as qudkeawould
have wanted

. The business would be too small because of lackimd for a
large time

o The business would not be expanded as fast asbfpéscause

of lack of fund

3.3 Loan From Family Members

An adage says ‘Heaven helps those who help thesselramily
members would be willing to help a member thatdssed some money
towards a project.

In most cases it could be a gift, even if it is adjift, it does not attract
an interest. It could be in kind or cash. It copldbably be a machine
that is required by the business man or provisibarooffice space or
some money or house or land for farming activities.

3.4 Depositors From Customers

Some firms make it compulsory for those buying goé@m them to

deposit some amount of money before they can d¢ofjeocds from

them. Others charge registration fee. These maraasbe used to run
the business.
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3.5 Hire Purchase Finance

This is a medium term finance where the buyervegian asset after he
has paid a deposit; the balance is paid on instaifrat agreed date and
amounts. The asset could be an equipment, vehiotemachine.

However, the supplier will hold on to the title tife asset while the
buyer will take possession of the asset. This posiholds until the
buyer has completed his payment. If he default iy if he can not
pay the outstanding balance, the seller can takegssion of the asset.

3.5.1 Benefit of Hire Purchase

. The business man will have equipment, machine #mer assets
he can not save enough money to buy.

. He would be able to start his business without imgitntil his
savings are enough to start the business or bugstbets.

o He would be able to expand his business faster thansole

reliance on his savings would allow.

3.5.2 Disadvantages of Hire Purchase

. He would lose his money, that is, the money he ed to the
seller if he cannot pay the outstanding balance

) The business will collapse when the asset is télen him as a
result of a default.

) The business is risky; this is because he must qzak with
interest.

) There is a lot of pressure on the business. He svemimake
enough profit so that he can meet the repaymentiatedest
schedule.

3.6 Cash From The Business

The source of money for an existing business cbalthe business itself
cash could be taken from one use to the other. Maslor other assets
can be sold and the money used for an importagegrof the business.
Some of the items which are assets of the busithassan be changed
to money are listed below:

. Stocks of materials

o Stocks of goods ready for sale

) Goods in the process of being made
) Equipment and tools

) Motor vehicles
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o Buildings

These assets can be converted into cash by:

Assets Conversion to Cash

Material stocks [ Turn into goods and sell thedgo

I The estimated quantity of stock
required for production can be kept
while the excess is sold

Work in progress The yoitl be completed half way
and sold. No effort must be made to
collect the money of the sold item so
that the fund can be used as required

Finished stocks Finished product would be sold as a
source of fund, the price being
reduced if required.

Money owed by customer Effort should be made tdecolthe
cash from the customers. Credit can
be extended to customers, but there
must be a limit or a period of grace;
otherwise non-payment of fund will
affect cash flow. This will present
some problems to the business man.

Machine and equipment The business man can ideuntider-
used or obsolete machine and sell or
lease them out.

Building The office plan and space can be
revisited and space utilisation can be
maximised. The excess space can be
rented out; if possible it can be sold

Ploughed back profit Businesses make profit. Thisfip
can be retained in the business and
used for its expansion.

SELF ASSESSMENT EXERCISE

1) What is owner's equity?

2) What are the benefits of owner's equity?
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3) List the sources of funds

4.0 CONCLUSION

In conclusion, equity participation shows that gibassman has faith in
his business and that makes it easier for him v fiaancial assistance
from individuals and corporate organisations. Thigl enhance

commencement and expansion of business venturebi$ieess man
can also source for fund from friends, the businsst

5.0 SUMMARY

There are many sources of funds available to tlsenbas man. He can
save, collect loan or grant from family member$uoy the asset on hire
purchase.

6.0 TUTOR-MARKED ASSIGNMENT

What are the benefits of owner's equity?

7.0 REFERENCES/FURTHER READING

Lawal, A.A, et al, (2000). Entrepreneurship Development in Small
Scale Businest.abson Resource Nig. Ltd.

Robinson, SP (1982The Management of Human Resources.
Englewood H.J: Prentice-Hall

Werther, W.B and Davies K. (1989Human Resources and Personnel
ManagementNew York: Mc Graw-Hall.

21



ENT 201 MICRO CREDITIRPOES AND INSTITUTIONS

UNIT 4 SOURCES OF FUNDS PARTNERSHIP AND
COOPERATIVE SOCIETY

CONTENTS

1.0 Introduction
2.0  Objectives
3.0 Main Content
3.1  Partnership
3.1.1 Advantages of Partnership
3.1.2 Disadvantages of Partnership
3.2 Loans from Cooperative Associations
3.3  Cooperative Association
3.3.1 Short History
3.3.2 Role of Cooperative Association
3.3.3 Cooperative Principles
3.4  Cooperatives in Nigeria
3.5 Requirement for Membership
3.6 Advantages of Cooperative Society
3.7 Disadvantages of Cooperative Society
3.8  Cooperatives Banks
3.8.1 Cooperative Banking in Nigeria
3.9 The National Association of Cooperative Créthions of
Nigeria (NACCUN)
3.10 Cooperative Financing
4.0 Conclusion
50 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Reading

1.0 INTRODUCTION

In the previous Unit, we explained how money cansbarced using
owner’s equity, grant or loan from friends and fgnmembers and hire
purchase.

In this unit, we will look at sourcing of fund fobusiness from

Partnership, Cooperative  Association and Non-gawerntal
Organisations.

2.0 OBJECTIVES
The aim of this unit is to expose the studentfiéodther sources of fund

apart from those discussed in unit 2. Specificalig, objective is that at
the end of this unit student would be able to arptae advantages of
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sourcing for fund from Cooperative Associations alwh-governmental
Organisations.

3.0 MAIN CONTENT

3.1 Partnership

A businessman can source for fund by going intdngaship with a
person who is interested in investing in his busspeor from
Cooperative Association or from Non-governmentajdisations.

If you do not have enough money to invest in thsifess you can look
for a partner who is interested in investing in Business. He may not
be involved in the day to day running of the busgeHe would only
make his money available for use. The partner shaot invest more
than 50% of the total money required; otherwisevbald have the right
to decision making which you the originator of thesiness would lose

3.1.1 Advantages of Partnership

. More funds than would have been provided by the seiner
would be available for business use.

. The scope of the business would be larger

. The expertise of the partner in terms of advicell, sknd
knowledge would be available to the business.

. The goodwill of the partner would be extended te kusiness.

The partner may know a lot of people or marketeas will make
the marketing of the product easy.
. In case of business failure, the risk will be sdare

3.1.2 Disadvantages of Partnership

. The sole owner will lose his right to make decision

) If one of the owners dies, it may lead to the ehthe business

o There may be rivalry, if the profit sharing formuk not well
spelt out.

3.2 Loans from Cooperative Association

To get a loan means that someone lends you morey.ldan must be
paid back with interest, which is the cost of takithe loan. The loan
can be paid back either at once or on installmedefgending on the
agreement reached with the lender. If money isdveed to start or run
a business, there is always a lot pressure onubimdss and the owner
than when the owner uses his money. This is becausanust make
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enough profit to pay back the loan and the intedéstould be difficult
for a small business especially if the owner isfim@ncially prudent.

You can get loans from several sources dependinghat you want to
use the money for. The discussion will be centeredhe Cooperative
Association and Non-governmental Organisation.

3.3 Cooperative Association

Cooperative principles and structures have beeheabip create access
to affordable credit facilities for persons of lied means.

Cooperative Associations consist of people who ha@mmon
objectives. They are mostly people of limited meamso voluntarily
come together on the basis of equality and equoityife enhancement of
their well being.

3.3.1 Short History
Robert Owen and Dr. Williams King laid the foundatiof modern
Cooperatives. They opposed the exploitation of wiskand introduced

policies encouraging workers to own their factaries

Owen fought for better working conditions for workeand stopped
child labour.

In 1844, 28 artisans started a consumer shop afdka as a group in
Rockdale town in Lancashire, England. The succésthe Rockdale
pioneer as they are called led to the spread aintheement.

3.3.2 Role of Cooperative Association

. They come together in order to eliminate middle méio exploit
buyers or sellers and money lenders who chargeihighest

o They do not aim to maximize profit like the privdiiesiness man

) They emphasize meeting the need of the memberstigély and
efficiently.

3.3.3 Cooperative Principles

Six principles of Cooperative Enterprises were aped at the congress
of International Cooperative Alliance in Vienna {t096. Several

reviews have taken place since then. These prexiagte important to
the Cooperative Enterprise.
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. Membership of a Cooperative Society shall be va@ontand
available to all without any form of restriction any form of
social, political or religion discrimination

. Cooperative Societies are democratic organisati@igicials
must be elected or appointed in a manner acceptabteem.
Each member is entitled to rights of voting. Demnstaking must
be participatory and administrative roles shallcbaducted in a
democratic manner.

o Share capital shall only receive a strictly limitede of interest,
if any
. The economic benefit that accrues to the socielynigs to the

members and would be distributed in such a wayribabdy is
made better off while the other loses.
This is achieved based on the agreement reachétebyembers

as follows

) Provision for the development of the business efaboperative

. Provision of common services

o Distribution of the profit among the members in godion to
their transactions with the society

. The society will educate their members on the jpies and the
economic and democratic techniques of Cooperation.

. All Cooperative Organisations shall cooperate watlh other

societies whether locally, nationally or internatadly in order to
achieve the best interest of the members.

3.4 Cooperatives in Nigeria

The Cooperative movement was introduced to Nigeria926 by the
colonial officials. This was to enhance agricultyseoduction. This is
not strange to Nigeria becauggo, Esusuor Adashi had been in
existence in most communities before then. The €dve Ordinance
(law) was enacted in July 1935. Ibadan Cooperakveduce and
Marketing Society Limited became the first CoopemiSociety to be
registered in 1936. The number has increased imehessice then to
thousands of group.

There are several types: Thrift and Credit SocieBroducers
Cooperative Society or Consumer Cooperative Saciety

3.5 Requirement For Membership

Some of these requirements are:

25



ENT 201 MICRO CREDITIRPOES AND INSTITUTIONS

o Payment of share capital which qualifies one toobsz a
member. The amount and number of shares is sethby t
Association

. Monthly, weekly or bi-weekly minimum contributiom eavings

o Compulsory attendance at meetings

. Other payments for membership card, levies etc

After becoming a member of the Cooperative Sodetya period of six
month and if the record of attendance and coniohbuis good, it is
possible to apply for a loan. Most Cooperative are in multiple of
two or three of the contribution of the membeirthé member has saved
a total of N20, 000, he can apply for a loan wdritween-M0, 000 and
N60, 000 depending on the policy of the society. ifiberest rate is low,
mostly between 1% and 2% while the repayment persodisually
between six to twelve months.

A lot of business have benefited from the Society.

3.6  Advantages of Cooperative Society

. It makes money available for business venturesioronbusiness
ventures

o It leads to the increase in business activitiestha country
especially in the rural sector or among the poor.

. It leads to increase in Gross National Product

o The interests of the poor or those within the ptweracket are

taken care of.

3.7 Disadvantages of Cooperative Society

o There has been cases of financial mismanagemenbuatnight
embezzlement of the fund

. Embezzlement of the funds leads to loss of coriohuof the
members; thus further impoverishing the poor

. Undemocratic practices to the extent that some meesnlre
cheated and the principles of Cooperation are oltmved.

) Favoritism, tribalism make the officials to givealoto those that

do not deserve it and side track those that arkfigda
3.8 Cooperative Banks
A Cooperative bank is a central cooperative unittha business of
financing. It provides opportunities for cooperat@and cooperative

societies for savings mobilization and credit fitie. Their operational
procedures and requirements are expected to béisers peculiar
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financial needs of cooperative societies. The aapar such banks are
sourced and managed by the cooperators and theratime societies.

Cooperative banking was initiated in Germany in188 century. It was

pioneered by Raiffeisen and Schulze — Delitzschffétsen worked

with debt-ridden peasant farmers while Schulze #3eh worked with

the urban poor who were mostly traders and artisdie banks run by
Raiffeisen were rural based and most of the customvere rural based
organization. It provided credit facilities to faens for productive
purposes. The success of these experiments ldtktestablishment of
several Peoples’ Banks and Agricultural Banks. @oative Banks
played significant roles in the acceleration of thtevelopment of the
German economy during the period of industrialaati

In France, Peoples’ banBé&nques Populairey have since 1878 been a
catalyst to economic growth by providing financedrvices to the
SMEs. It also plays such a vital role in Britaindia is a country that
has given a prominent role to the application afp=rative principles in
financing. She has several specialized Cooper&amks which focus
on Small scale industrial development in all thetses including
consumer financing.

3.8.1 Cooperative Banking in Nigeria

The first Cooperative bank in Nigeria was the Caoapee bank
Limited. It was registered in 1953 as a centraariicing society. This
was facilitated by a grant of N2million given torHgy the government
of the then Western Region of Nigeria. It was thajan source of
affordable loan to cooperators and their societlesbtained the license
to operate as a commercial bank in 1962.The majosideration for
this shift in legal status was to enable the bankave access to public
savings and a greater volume of business transactio

The Cooperative Bank of Eastern Region was eshtaaighrough the
instrumentality of the Cooperative Union of Eastéhgeria Limited.
The bank was a financing unit of the cooperativeveneent in the
region. The bank began operations with a capital580 pounds
augmented by a grant of £10,000 from the EastegioRegovernment.
It also obtained a license to go commercial in 196&as not until 1973
that a commercial bank was established in the NantiRegion. It was
initially called North Central Cooperative Bank Lted but was
changed to Kaduna Cooperative Bank Limited. It viasnsed to
operate commercial banking as well as provide sesvio cooperative
institutions. It later became the Universal Bankmited while the
Cooperative Bank of Eastern Nigeria transformed ihie Cooperative
and Commerce Bank Limited, which became distreseethe mid
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1990.The acquisition of commercial bank status g Cooperative
Banks constrained their impact as channels of rmi@ance services in
Nigeria. They adopted traditional banking practiogkich inhibit the
access of persons with limited funds and collatépatredit services.
They neglected the farmers and other informal septactitioners.
Business with cooperative credit societies and nsiespecially in the
rural areas was regarded as unprofitable, as & swhich the credit
union lost a reliable source of loan-able funds.e TNigerian
Agricultural and Cooperative Bank were establisieed973 in order to
take care of these lapses.

3.9 The National Association of Cooperative CretdlUnions
of Nigeria (NACCUN)

NACCUN is an offshoot of the Nigerian Cooperativeeaue
established in 1970 as the apex for CooperativaftTand Credit
Societies and Unions in Nigeria. It was registenedl978. It also
represents the Nigerian Thrift and Credit Coopeeatiunits in
International Organizations such as Africa CoopeeatSavings and
Credit Association (ACOSCA) and the World CoundilGredit Union.

The objectives of the Union include the following:

. Mobilisation of funds for loans to its affiliateshat are
Cooperative Thrift and Credit Societies in Nigeria

. Promotion of Cooperative Thrift and Credit Socigtie Nigeria

o Provision of technical and operational support toogerative
Thrift and Credit Societies in Nigeria

. Training and personnel development services Cotigerdhrift
and Credit Societies in Nigeria

) Coordination of activities of State financing Ceogtive apexes

3.10 Cooperative Financing:An Assessment

The establishment of the Peoples’ Bank, Commurnétiykb as well as
the increasing number of Non- Governmental Orgaisisavho are into

micro financing is an indication that the Cooperst has lost faith in
the Cooperative movement as a viable microfinartcectsire. It is

actually regarded as a confirmation of the faillk cooperative

financing. Many Cooperators in rural areas claimatticooperative
financing both in volume of activities and impaetshdeclined. Several
explanations have been put forward. These incloeédilowing:

e Officialdom: The introduction of Cooperative movent to Nigeria

was not people driven. It was not at the requeshefpeople. The
socio-economic condition, which prompted the Rotihdaoneers to
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act for themselves, was absent. The need for mo@eoperative
enterprises never came from the people. Farmer &eaehdy
organized themselves into associations such asatbAgricultural
Society (1904) and Agege Planters’ Union (1907he introduction
of the movement was solely the initiative of thelddial masters.
The aim was to enhance efficiency in the productaord their
exploitation of the producers. The Cooperative ement was
placed under the exclusive control of the Coloaoféiters in order to
achieve their aim.

The Cooperative Societies Ordinance (1935) andGbeperative
Regulations (1936) gave wide ranging powers to Registrar of
Cooperative Societies, who was a Colonial goverroéficial. He
had the power to promote Cooperatives societiegedster, inspect
arbitrate, elect officials, audit appropriation aerational surpluses
as well as the dissolution of cooperative societidest of the
business decisions were also taken by him.

It is interesting to note that the various pres&uoperative
Societies’ laws in various States of Nigeria aré significantly

different from the Cooperative Societies Ordinance 1935.

Cooperatives Societies are treated as appendagparastatals of
government. The desire of the officials ratherntithose of the
Cooperators are carried out. This is against thep€ative ethics of
democratic control and the policy of non- interfeze by

government. IT is a common practice for governnwhtials to be

appointed as the Sole Administrators of Cooperafipyexes and
Central Financing Agencies. This resulted in thélirey of the

initiatives of the Cooperators. This is further gmunded by the fact
that the Societies depend on government for firsrstipport. Later,
the State and Regional governments capitalized Gheperative
Banks and the Central Financing Agencies. It wasetfore easy for
political leaders and government officials to alkee mandate and
status of these banks and agencies without recotwsehe

Cooperators.

As the resources of governments decline espedcialiye 1980s, the
fortunes of the Cooperative movement also dwindl€de then
proposed Bendel State Bank project could not comdruition

because the government could not finance.

However, the traditional banking practices of comuia banks are
not sensitive to the features and needs of smatinbases of
Cooperators especially farmers. Periodic creditgiines drawn up
by the Central Bank and which these transformed p€raiives
banks must adhere to ignore the need of Cooper&maeties.
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These banks demanded for collateral and treateal hanking as
being unprofitable. Cooperators and Cooperativei¢hies can not
compete with the private sector for the servicesheke banks; the
government has evolved a rural based, poor peopledty bank in
the name of Nigerian Agricultural, Cooperative arRural
Development Bank

SELF ASSIGNMENT EXERCISE

Define Cooperative Association
What are the benefits of ‘Ajo’

4.0 CONCLUSION
In conclusion, the economic capacity of the ru@bmp the low income
earner can be enhanced by the activities of thep@uadive Societies.

The activities of this Society also lead to naticeonomic growth and
a ready source of fund to the business man.

5.0 SUMMARY

Partnership and Cooperative Societies are othercesuof getting
financial assistance for the purpose of establgshon expanding a
business venture. They both have advantages aadvdistages. Care

should be taken either to invite a partner or bexcaammember of
Cooperative Societies.

6.0 TUTOR-MARKED ASSIGNMENT

1. Discuss the advantages of Cooperative Societies

2. Partnership is a dependable source of fund argharantees
permanence of business. Discuss
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1.0 INTRODUCTION

Non-governmental Organisations (NGOs) are someheflmstitutions
which are involved in Micro financing.

NGOS are corporate bodies that are concerned wiitlneasing needs
and problems or are interested in promoting a causn ideal. They
provide solutions to problems of people in commasijtor a group of
people in the community. The problems could rafigen poverty

alleviation, provision of credit and farming inputs civic education,

sustainability and protection of the environment.

2.0 OBJECTIVES
The aim of the unit is to explain the role of th&®s in micro credit

financing. Specifically at the end of the unite learner should be able
to:

. Define an NGO,

. Explain features and
o Role of micro credit financing
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3.0 MAIN CONTENT
3.1 Non-Governmental Organisation
3.1.1 Features of Non-governmental Organisation

NGOs have some features that are peculiar to tHEmey are discussed
below:

3.1.2 Peculiar Characteristic of their Beneficiaris
NGOs Venture into Micro Financing

NGOs venture into micro financing stems out of tiesire to provide
credit to a large portion or percentage of econaftyi@active population
who are excluded from benefiting from the financsairvices of the
banks or financial institutions of the formal secto

The beneficiaries are mostly small or micro bussnewners who are
mostly in the informal sector. They could be irsingsses such as shoe
mending, retail selling, pepper/tomato selling, cagllied food
production and farming. They are generally clasdifas the poor or
small business owners.

Most of the micro enterprises are owned and rumthleysole proprietor
or entrepreneur. He provides the fund for thermss.

Most of the beneficiaries have little or no edumatand lack modern
skills. They also have little knowledge about melckeeping, planning,

cash management and other modern management teeknigVomen

constitute a higher percentage of the beneficialibese women are the
vulnerable group who can not afford the collaterquested by the
formal banks.

They are mostly rural dwellers who have suffered theglect of
government in terms of Infrastructural and finahsarvices. Even
when credit facilities are made available to théns moistly diverted
by the smart and better educated urban dwellersst Nbanks also
consider rural banking as unprofitable. The overddvelopment
strategies give little attention to the rural areasl the rural dwellers.
The NGOs, therefore sought to redress this rurgliece

3.1.3 Smallness of the Loan or Credit Facility

The financial need of the micro enterprise is vieny. A loan of as
small as N10, 000 can change the business voluth@rarfitability of a
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micro enterprise. In spite of the fact that thanlois small, each
beneficiary must have proper record with the NGIhis will make the
cost of processing the loan to be high. In ordesdlve this problem,
group delivery methodology is used for both theirsgy and loan
operation.

3.1.4 Adoption of Credit Plus Approach

NGOs look beyond credit provision. They also takee of the total
well being of the people. So they train them ia #rea of health care,
skill enhancement, technological transfer, reprtgachealth, skill
acquisition etc.

3.1.5 Focus on Rural Women

They concentrate on rural women who are mostly éasmand petty
traders. Some of the NGOs have their head offichénurban centers
but maintain operational branches in the rural comities so as to be
close to their people.

3.2 Group Delivery Methodology

Beneficiaries are encouraged to form a group ooaperative society.
Pre-loan training programmes are conducted for neesab Training
such as book-keeping, cash management, marketinlls sknd
techniques would be organized for members. Thgeausd the loan,
monitoring of the savings and repayment of loan doee at group
meetings. However, the individual is held respblesfor the utilization
and repayment of the loan. It is also possibleafgroup to take a loan
together for joint business.

3.2.1 Advantages of Group Methodology

Group delivery methodology has some advantagessd hre:

. Reduction of the cost of landing. The repaymerddee at the
meeting rather than with the individual loanee
) Aids credit discipline and high member of repaymenhe group

exacts pressures on its members to pay up sohtnatitould not
be disqualified from having access to further loan.

) Solidarity among borrowers — There will be cordialationship
between members.
Absence of Collateral Requirement — The leanare not
required to present any guarantee towards the |oBimey are
given on trust.

. They develop the savings and thrift ability of fieor.
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Loanees are encouraged to make regular deposit thigh
institution or credit group. Some groups expe&nthto make
some savings before credit can be collected. Theuat of
money saved can be considered as a withdrawaligetur the
loan. Members can borrow up to 3 times amount leda&ed;
amount he can loan is referred to as the maximeaitdimit.

He would be allowed until the loan is repaid. Téecess money
deposited after the loan would have been repaidiasdo the depositor.

o Low Interest Rates
The charge interest on the loan of lentthe people. It is
expected that it will be below the price charged the
commercial banks. They record a high rate of reaym

o The activity of NGO increases the well-being of fueor.
Beneficiaries are able to expand their business @sult of the
credit facility afforded them by the group. Thidhimncrease their
profit level as well as the disposable income; timeseasing the
consumption level and the standard of living ofrbtite women
and their children.

. They enhance capital accumulation and capital mgldamong
the poor.
The poor are able and build capital forrtleeyn business through
the savings initiative of the NGO

. Improved self esteem of the poor
Income generation among the poor
They bridge the gap that is created by the demahtise formal
financial institutions that, cannot meet the creditd of the poor.

SELF ASSESSMENT EXERCISE

1. What are the characteristics of NGO?
2. List the benefits.

4.0 CONCLUSION

NGOs have contributed to the development of thenenalble group.
Most rural dwellers have embarked on micro buse®ess a result of
their activities

5.0 SUMMARY
The NGOs have been able to bridge the gap createdebinability of
the convectional banks to assist the vulnerablegrdhis has created

some jobs and led to the improvement of the staisdair living of these
groups of people.
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6.0 TUTOR-MARKED ASSIGNMENT

1. Explain the characteristics of an NGO
2. Define an NGO

7.0 REFERENCES/FURTHER READING

Ehigiamusoe, G (1998)Understanding NGQsBenin City: LAPO
Development Center.
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1.0 INTRODUCTION

As a father or a mother, you have set rules that fptlow and also
expect your children to do likewise. Some peomedt buy ‘aso-ebi.
Some do not attend night parties or eat outsidentime. These set of
actions can be referred to as policies. They haen lwell-articulated
and thought out by the individual, who is awargha consequences. A
nation also has such plan of action geared towani#seving some
specific objectives.

2.0 OBJECTIVES

The objective of this unit is to explain the vasgopolicies that have
been put in place by the government in order toestdthe issue of non-
availability of credit to the informal sector orettSMEs. Specifically,

the learner is expected to be able to define paiay explain the various
policies put in place by the government.

3.0 MAIN CONTENT
3.1 Government Policies
3.1.1 Definition of Policy

A policy is a statement or plan of action put iaqd in order to achieve
specific objective. It could be target specificaoplan meant to benefit
the whole economy.

Government, having identified lack of capital asraportant reason for
both the failure and low number of Micro or Smatlag Enterprises,
put in place several programmes and policies toemsdhe situation.

3.1.2 Need for Micro Finance Policy

A robust economic growth can be achieved if a i@tlused poverty
alleviation programmes are put in place. Thes@gmmmes must be
articulated in such a way that people would haveess to factors of
production and credit. The latent capacity of tipeor for

entrepreneurship could be enhanced by the provisiamicro finance
services, which will enable them to engage in enuna@ctivities and be
self sufficient. It will also lead to increase imployment opportunities
in the economy.

Over 65% of the economically active population tha precluded from

formal financial services provided by the convemdb banks could
benefit from the programme. Furthermore, the yotin microfinance
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will make it possible for the informal sector to beought under the
supervision of the Central Bank of Nigeria (CBNhus$ making it
possible for the achievement of monetary stabditg the expansion of
financial infrastructure in the country to meet fir@ncial requirement
of the Micro, Small and Medium Enterprises (MSMES$).vibrant
microfinance sub- sector would evolve and it wobdd integrated into
the main stream of the national financial systend gmovide the
stimulus for growth and development. It would alkarmonize
operating standards and provide a strategic platfor the evolution of
microfinance institution promote appropriate regola supervision and
adoption of best practice.

3.2 Different Government Policies

3.2.1 The First Effort to Promote Micro Enterprises

The first effort to promote micro enterprises sdrin the early 1950s
with the establishment of the Colonial Developmerdns Board by the
Colonial Administration. This was later replacedtbe Revolving Loan
Fund for Industry which came as space of the teahmssistance from
U.K for the Small-Scale Industries Credit Schem8I(S). State and
Federal Governments also contribute to the purgbefSSICS for on-
lending to small entrepreneurs. The government §pdt out policies
that will enhance the development of Small Scaltegmises (SSE).

In the Second National Development Plan (1974)gtheernment stated
some policies that will initiate credit scheme tbe SSE. The States
incorporated the Small Scale Industries Credit 8&héSCICS) in their
second National Development Plan (1975). In otbdurther enhance
the growth of SMES, government promulgated the NegeEnterprise
Promotion Act and later the Nigerian Enterprisesnition Decree
(NEPD in 1977). This policy exclusively reservedligenous equity
participation of between 40% and 60% for Nigeridrhat is, Nigerians
should own up to between 40% and 60% of the shamapital in a
company.

In 1980, the Federal Government released a poliapep titled

“Nigerian Industrial Policy and Strategy Guidelinesinvestors”. The
policy aims at opening up the rural areas in thenty and creates
remunerative employment for the people. The IntalsDevelopment
Centers (IDCs) are the major Institution (outldts)the achievement of
the government survival. Several Polices have Ipegrnn place since
1980s. Some of them are discussed below.
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3.2.2 Small Scale Industries Credit Scheme (SSICS)

This scheme was initiated to provide financial suppo viable Small-
Scale Enterprises (SSE). The main objective wasmpower SSE to
produce or process inputs for larger industriakegrises. The major
features of the SSICS are:

. Funds for the scheme were provided by both the stadl federal

governments.

) The rates of interest were lower than the ratethanfinancial
market.

. The beneficiary would not start to pay back thenlomtil after

two years, that is, a moratorium period of two gear
3.2.3 Small and Medium Enterprises Loan Scheme (SME)

The objective of this scheme is expansion and mibdty enhancement
as well as capital acquisition. It also aims a $ustainability of the
enterprise, that is, it provides fund to make tbenpany produce at a
sustainable level.

The scheme had the following features:

. The fund was provided by the International Bank for
Reconstruction and Development. The fund was leahddy the
Federal government.

. The Small and Medium Enterprise Unit of the CenBahk of
Nigeria handled the administrative procedure.

. The raw material for production should be localbuiced; that
IS, it must not be an imported raw material.

) Beneficiaries must contribute 45% of the total aighe project.

) The credit facility would last for 10 years.

3.2.4 Employment Creation Loan Schemes

This scheme was put in place in order to reduce etffiect of the
Structural Adjustment Programme (SAP). The ainthef scheme was
to create jobs for a large army of the unemployedpfe especially the
youth. The beneficiaries were to access loansagieed by the federal
government from some banks. The amount of the iedretween N5,
000 and N50, 000. It was called Job Creation LGaarantee Scheme.
It was administered by the National Directorateeaiployment (NDE).
The beneficiaries were requested to —
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. use as security, the original copy of their acadeoartificates.
This would be deposited with the HDE

. give the NDE a detailed feasibility study reporttine project to
the bank for approval;

o present two acceptable guarantors;

. the interest rate is as low as 13%.

The NDE also have schemes such as National OpemeAjgeship

Scheme (NOAS) and the Basic Business Training Sehender the
NOAS, interested youth apply to the NDE for the PAgpiceship

Scheme. The youth is assigned to a practicingaartor technician to
acquire knowledge and expertise in the vocatioRdl sf his choice.

He is paid some stipend and given some money amtiineat the end
of the training.

3.2.5 Agricultural Sector Employment Programme

The aim of the programme is to provide employmentsthool leavers.
Those interested are given relevant training inrtaeea of choice and
provided with land and loan to start the farmingibass. Each state has
an NDE Agricultural Programme Committee which iscimarge of the
programme.

3.2.6 Mature People’s Scheme
This scheme is for retired persons or those almuetire. The aim of
this scheme is to provide employment for the retrafter they have

disengaged from regular work.

The features include:

o The beneficiaries submit proposals which are sumed for
viability.

. Beneficiaries are to present items such as landggepy or any
other security to cover up to 50% of the loan size.

o Beneficiaries are to employ at least a graduatehigher
institution of learning.

. The interest rate is as low as 9% per annum.

3.2.7 Agricultural Credit Guarantee Fund Scheme (AGS)
By 1977, government aimed at sufficiency in thedoiciion of food and

agricultural raw materials. In order to achievis tht was important to
encourage the smallholder farmers. The farmersidvoeed some
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money in order to accrue this. The governmentfioee established the
ACGS by decrees.

The aim of the government was to guarantee loarateu for

agricultural purposes by any bank. The guaranteeers both the
principal and the interest. The agricultural atiéd covered include
cultivation of food crops such as cereals, tubéesans, groundnuts,
bananas, pineapples, plantain, vegetable and gl kinds. Others
are cash crops such as cotton, rubber, palm ail,cieffee. Those who
are interested in animal husbandry such as poutggery, cattle and
fish farming could also benefit.

3.2.7.1 Feature of the Scheme

. Beneficiaries apply to Conventional Banks. Protipec
Beneficiaries would apply in triplicate a loan untlee scheme to
a conventional bank. The bank would forward a copyhe
Central Bank.

. Demand for security: The bank would request thespective
beneficiary to provide security which could be aao¥ the
following:

- A more able property of the people requesting fdoam
(he is referred to as a loanee)

- A life insurance policy, a promissory note

- Registered place of land, landed property

- Stocks and shares of the loanee

) Mode of Disbursement: The process period is t@ neaximum
of sixty days. The fund for the purchase of itemukh as
livestock, plant, machinery and any other farmirguipment
would be disbursed to the supplier.

) Sanction against Loan Diversion: It is a criminffiense to use
the loan for another project. The punishment re@ayment of
the amount of money got as loan and/or imprisonnienta
maximum period of five years.

o Regulated Interest Rate: The interest rate wasdfiand
stipulated in the decree. It was 5% and 6% foividdal farmer
and cooperative societies respectively.

) Extent of guarantee. In case of a default, the antar and the
security of the loanee would be reverted to in ptdeecover the
loan. The outstanding amount could be recover@a the Board
of the Fund. The Board could pay up to 100% ofdhistanding
amount.

. Operational Structure: There is a Board which &lenup of six
members, four would be appointed by the Federakgouent
and remaining two by the Central Bank.
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o Management of the Scheme: The Central Bank is rnssiple for
the day to day running of the scheme while the @m@nting
agents were the Commercial Agricultural Banks andperative
Banks.

3.2.8 Enterpreneurship Development Programme (EDP

This is another Scheme under Small Scale Indudtrieggramme. This
iIs organized by the NDE with the aim of developewgterpreneurial
skills among Nigeria. Those who apply for loanamy other service
under the Small Scale Industrial Scheme are expdsethtensive
training. The courses cover business identificatimarket research,
feasibility studies, record keeping, loan assesgmdnusiness
management, marketing etc.

3.2.9 Second National Fadama Development Project FDPII)

The NFDO.II was conceptualized by the World Bankiéral

Government with the active involvement of the stated local

governments. The objective of the project is taceterate the
development and growth of dry season farming ando-aljied

processing and marketing activities. The finascgourced from a $100
million World Bank Credit with the three tier of gernments paying
some counterpart funding which is a pre-conditien Isy the World
Bank for effective take-off of the project.

It is also aimed at increasing the incomes of theke depend directly
or indirectly on Fadama resources, that is, farmeasture men, fisher
folks, hunters, gatherers, and service producérsugh empowering
communities to take charge of their own developnageinda.

The group also includes the vulnerable groups Wkdows elderly,
ethnic minority, orphans. It is expected thathet €nd of the duration,
50% of the beneficiaries would have their real mes increased by
20% of the baseline income.

3.2.9.1 Pre-requisites for Participation

- Most of the rural dwellers are potential Fadanesdirce Users
(FRU)

- A potential Fadama user would be involved in fiaugractivities,
agro-allied processing and agro service providdrghvincludes
vulnerable groups like widows, elderly, and orphans

- A potential Fadama User would belong to a Fadbiser Group
(FUG) which would be a minimum of 5 members.
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- Five user groups would organize themselves intGaglama
Community Association (FCA)

- Each member would be engaged in a project

- Each FCAs would articulate, plan and cost a tojehich is
called the Local Development Plans (LDPSs).

- The FUG and FCA must be registered as Cooperative
Associations.

- Facilitators at SFDO will assist the FUG and FoAdevelop the
LDPs.

- The FUG and FCA must be linked up with the Stetelama
Development Office (SFDO), which in most casesesident in
the Agricultural Development Authority Complex (ADA

- FUG and FCA would open an account and would sawé 40
the cost of the project; the remaining 60% wouldyhven by the
World Bank through the SFDO.

3.2.9.2 Benefits to Fadama Users
° Financial Assistance

The Local Development Plan inoculated by the F@Auld be
financed by the fund in the pool.

) Provision of input, equipment
Vital production input and equipment would be\pded by the
World Bank

) Training FUG members would be exposed to bettenitrg in
the handling and management of their assets

. Provision of processing and storage facilities

These facilities would be provided in order to mmize post
harvest losses and to create value added to outputs

. Provision of Infrastructure
Infrastructure such as good access to farm roadservsupply
system including irrigation and power support systgenerator,
water pumps would be provided.

) Means of transportation
Transport vehicles would be provided for easy hgailaf farm
produce to markets.

3.2.9.3 Project Implementation Strategy

The project has six years tenure effective fromudan 2004 to
December 2009. The NFDP.II is based on a CommuD#ynand
Driven (CDD), approach whereby all users of FADAN&sources will
be encouraged to develop participatory and socialiusive and
environmentally sustainable Local Development P{&ms).
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A Local Development Desk (LDD) would be establishat the
headquarters of the participating Local Governn@oincil, Manned by
two trained Local Government Personnel: an Agngalt Officer and a
Monitoring and Evaluation Officer.

The LFD would be over-seen by a constituted locaddma
Development Committee (LFDC) comprising of:

The Chairperson of the Local Government CouncChairman
A Traditional Community person as Deputy Chairman

FCA representations

Others (Private Sector, NGO and Local Women’s Gspup

PONPE

The LFDC is responsible for monitoring community bilization offer
and making sure that the needs and priorities oG Fuhd FCA are
reflected in the Plans (LDPSs)

Direct purchase of the required item is done thhotigg SFDO. Cash is
rarely given to the beneficiaries.

3.2.10 Small and Medium Enterprises Development Agey of
Nigeria (SMEDAN)

3.2.11 Multi Partner Matching Funds Scheme (MPMF)

This scheme was instituted by the National Povdenadication
Programme (NAPEP). The fund available for loansaairced from
banks and the purse of the state’s government. nitwies collected
under MPFS are kept with the banks. The bankspasis the monies to
Micro Finance Institutions and Cooperative socgefrom which it will
be accessed by the potential beneficiaries. Omeebeneficiaries are
identified and selected, the NAPEP partners witle tNational
Directorate of Employment and Small and Medium Hises
Development Agency (SMEDAN) train the beneficiaras how to set
up their businesses, basic accounting procedwrestd keeping etc.

Eight states are benefiting from this scheme. @&lae Bayelsa, Rivers,
Kaduna, Osun, Edo, Ogun, Kogi and Akwa Ibom. Ottates will be
involved in due course. A total of N4.32 billiomasibeen pooled and it
is expected that it will create about 113,000 jobs.

3.2.12 The Promise Keepers’ Scheme
This scheme was instituted by the National Povdenadication
Programme (NAPEP). It is executed in collaboratisith religious

organizations. The various organizations are depeto identify the
poor ones among them. They are categorized accptditheir needs.
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The needs are monetized and members who are wibirgponsor the
needy are identified within the organization. Tieeds could vary from
skill acquisition to financial or managerial skith technological skill
acquisition.

The groups are monitored by both the members of BFARNd the
religious organization. This makes the benefici@ithful to the use of
the fund. The repayment rate is expected to be $iigte the monitoring
is close.

3.3 Advantages of the Various Policies

Policies are geared to the achievement of speaifacro economic
objectives. Government wants to achieve self sefficy, mostly in food
production and a very low rate of unemployment adl w&s inflation
rate. In a developing economy like Nigeria, whem@visgs, and
therefore, loanable fund and capital are scdhege is the need for the
government to provide a means of sourcing credithe majority of
the people who are mostly poor rural dwellers. Taisdit if truly
accessed and utilized by the poor would lead to@eic growth as
well as development. The standard of living of ple®r would improve.
This will have impact on the quality of life of théhildren and the
community at large.

SELF ASSESSMENT EXERCISE

List the Schemes under the NDE.
4.0 CONCLUSION

In conclusion, government has put in place sevaoéties to enhance
the performance of the Small and Micro enterprisgsnaking Micro

Credit as well as make other facilities and sewviagailable to them.
Some Institutions were empowered to manage thaxseh€hese will be
discussed in the next unit.

5.0 SUMMARY

The government, in an effort to achieve expansiod productivity
enhancement has put in place some policies, whichised on the
provision of micro credit to the poor, training liasic business skills,
and the provision of tools, equipment and machinérge beneficiaries
are however expected to contribute a certain pé&genof the loan
applied for. They are also expected to presentaguiars or collateral of
some sort. These schemes are designed to beqartered; those who
have been side tracked by the conventional banks.
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6.0 TUTOR-MARKED ASSIGNMENT
1. Why did government set up Micro Credit Scheme?

2. What are the factors of Agricultural credit GuassntFund
Scheme (ACGS).
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1.0 INTRODUCTION

Some institutions are not particularly involvedmicro credit financing.
Some of them provide counseling, training and cthasay services for
entrepreneurs. Some of these agencies which agadpinroughout the
country are discussed below.

2.0 OBJECTIVE
The objective of this unit is to discuss some agencthat provide

professional advice to the SMEs. At the end of shaly, the student
should be able to list the agencies and explaiin dodivitie.
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3.0 MAIN CONTENT

3.1 Micro Finance Institutions
3.1.1 Industrial Development Centers (IDCs)
The IDCs was set up in 1980 with the aim of prawgitechnical

support for industrialists. The services are penkxt free of charge. The
activities are as follows:

. Technical appraisal of loan application and prej@ma of
feasibility studies

. Training of entrepreneurs and staff including maaneg training

. Application of the output of industrial researchtire design of
products for small-scale industries

o Provision of extension services to owners and marsagf Small
Scale Enterprises (SSES)

. To help SSEs in bulk purchases of raw materials

o To assist the SSEs in plant installation and sergic

The IDC in order to achieve the above rendersahlewing services for
the rapid development of SMEs

. Selection of viable small scale industries for pexdive
entrepreneurs

) Selection of proper manufacturing process along wiachinery
and equipment for the product lines

o Installation of machinery and equipment

. Quality control and improvement of the end-product

) Repairs and maintenance of machinery and equipment

) Manufacturing of spare parts and components

. Training of small industry technician and artisamghe use of
the new technology

o Improvement of product design and manufacture ofgbypes

. Adaptation of technology and process that will oy
production for the SMEs

. Appraisal of loan application of small scale indiaists for
grant of loan under the Small-Scale Industries B&hESSIS)

) Assist in training of SMEs in book-keeping, accangtand cost
analysis, production planning and control

) Counselling for credit arrangement
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3.1.2 National Directorate Of Employment (NDE)

The NDE is set up to perform the following functon

To help the participant translate his businesssde#o viable
commercial ventures

Organization of pre-loan courses for prospectiemnées
Development of business for SMEs

Creation of enabling environment and opportunitiésr
beneficiaries and those wishing to start their hesses
Provision of funds for emerging entrepreneurs tartstheir
businesses

Reorientation of graduates/school leavers to feesaployed
Introduction of information technology to the fresthool leavers
Creation of different schemes — National Open Appceship
and Basic Business Training Schemes to enable Die &Ehieve
its objectives

3.1.3 The Federal Institute of Industrial Research (FIIRO)

FIIRO was established in 1956 with the aim of gaeitkg the pace of
industrial development. It is to carry out thddaling:

Research and development into the usefulness dl lcaw
materials for industrial purposes

Improve on local technology and adaptation of inbgarones
Routine technical and consultancy services to inohss
government establishments, and private organizatemd
individuals.

Design and development of production processes el
fabrication of equipment for mechanizing the prddrc
processes

3.1.4 The Nigeria Association of Small Scale Indusalists

(NASSI)

The NASSI is established to carry out the followadivities:

To establish and maintain an association for thehamge of
ideas and techniques on issues relevant to thelagewent of
SMEs.

To promote technical and management training progres by
organizing seminars, workshops, trade fairs ancerotbublic
enlightenment programmes.

To source and facilitate credits for SMEs
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. To source and provide information on relevant tedbgies for
increased and improved quality among the SMEs.

. To organize for the export of products for members

. To establish contact with government and governaient

institutions and other non-or governmental orgaromafor the
advancement and promotion of SMEs.

. To contact, consult, confer and cooperate foreigenaies,
Institute and organisations.

3.1.5 Nigeria Association of Chambers of Commerce,
Industry, Mines and Agriculture (NACCIMA)

Undertakes the:

. Collection and dissemination of vital business infation;

. Monitoring the performance of the economy and mgkin
representation to Government and its agencies neghrd to the
effects of various economic, fiscal monetary measur

o Identification of obstacle to the establishment gmafitable
operation of commercial industrial and other enisgs,
especially, those arising from government policies the
administration of such policies and the exertiontfe removal
of such obstacle;

) Organizing seminars and workshops on various aspacthe
economy, business and management;

o Promoting commercial, industrial and, in generatoremic
operation between Nigeria and other countries;

) Assisting to protect Nigeria's image and businesgsrest abroad

by meditating in commercial disputes
3.1.6 Nigeria Opportunities Industrialist Centre (NOIC)

Nigeria Opportunities Industrialist Centre (NOICh#&yada, Lagos was
established:

. To contribute to National effort in transforming amployed
youths into productive members of Nigeria laboucéo
) To provide vocational and agricultural skills, triaig for school

leavers especially those without certificate whaially fall
outside formal educational institutions and who @asequently

unemployed

° To train in shorter time than the traditional ihgions do, with
emphasis on 70% practical and 30% theory.

o To provide training, job placement and follow upcast and time

effective manner.
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To adapt the training programmes to meet the ahgdle of
changing technological advance and current need.

To develop in the trainee a positive attitude b aed work.

To provide a regular source of dependable highlytivated
skilled workers for industry and business; and

To encourage entrepreneurship and self-employmenbng
youths by providing them with the skills necesstarytart small
business

Apart from those primary objectives, the centreoalsas specific
objectives for Small Scale Enterprise Developm8&iiD)) like:

To encourage self employment among young schooleftea
(unemployed graduates and unemployed people).

To encourage setting up of cottage industries énrttral areas
and reduce urban  drift.

To support the effort of government to alleviatesgrdy among
the Nigerian populace.

To satisfy the yearning of aspiration of unemployadd
underemployed people of different educational bembkgd

To provide means of life sustenance for maximum emof
people at the least possible cost.

To reduce the youth restiveness in the urban cdied oil-
producing areas of the country.

3.1.7 The Nigeria Export-Import Bank (NEXIM)

NIGERIA EXPORT-IMPORT BANK (NEXIM) was established:

To encourage exporters to diversify their exportkats without
fear or risk inherent in dealing with new buyers;

To attract new enterprises into business; and,

To encourage exporters to extend credit terms ¢obilnyers in
order to enhance their competitiveness in the matgwnal
markets

These it does by:

Providing credit in local currency to its clients support of
exports.

Maintaining foreign exchange revolving fund for demgy to
exporters who need to import foreign input to figaieé export
production.

Providing export credit guarantee and export créwurance
facilities to its clients etc.
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3.1.8 The Natural Development and Conservation Sche
(NRDCS)

This deals with the harnessing of the agricultunaier, solid mineral
resources, conservation of land space (beachewimed land etc)
particularly for the convenient and effective w@iion by small-scale
operators and the immediate community.

3.1.9 The Nigerian Association of Women Entreprenad
(NAWE)

An economic, governmental organization, establigbed

. Serve as a centre for Nigerian women entreprenéarshe
promotion of their interests;
. Serve as a forum where Nigerian Women Entrepreneurs

exchange ideas, discuss their problems, design femoh
strategies regarding their business.

. Initiates, encourages and promotes training for rtteembers to
enable the development of individual talents whigiti also
contribute to overall economic development of thentry.

o Assist Nigerian rural traditional women entrepranguorganize
themselves and improve their working methods

. Organize and participate in local and internatianadle fairs to
promote an export oriented economy.

o Co-ordinates their activities with Government iitve on

resources creation and capital formation
3.1.10 The Nigerian Store Product Research Institet

The Nigerian Store Product Research Institwtes established and
mandated to carry out research into bulk storagdlem of export
commodities and local food crops and in particdanduct research
into:

) Improvement and maintenance of the quality of lmdknmodity
crops including cocoa, groundnuts, palm producengeand
oil);

o Improvement and maintenance of the quality of Idoald crops

including cereals, grains pulses, tubers and angratommodity
under bulk storage;

o Special studies such as product pest fumigationrasidlue and
mycotoxin surveys;
. Provision of advice and training of extension waosken

problems associated with stored products and nadgen storage

52



ENT 201 MODULE 2

structures, new insecticides, new items of equigmand
techniques; and,

Any other related matters as may be determined ftiome to
time by the Institute.

3.1.11 Standard Organization of Nigeria (SON)

SON is resolved to be a reference point in matbérstandardization,
guality and technological competence required fo taunching of
Nigerian products:

3.2

To provide industries with up-to-date informationn o
standardization, its benefits and encourage ppdiicn of the
organized private sector in standardization angerev

To ensure improved competitiveness of Nigerian goatdhome
and abroad encouraging quality assurance practices.

Provide information, advice and assistance to itrgiss on
guality management for improved cost effectiveness.

To ensure adequate technical support required for
competitiveness in global trade and proper econgmnuath.

To motivate workforce through steady investmenthuman
resources development for acquisition of skills tume with
technological advancement.

To collaborate with regional and international argations in
the areas of meteorology, Standards, Testing anclitQu
Assurance (MSTQ) for enhancement of skills and eraxpement
of free trade building of capabilities.

Advantages of these Institutions to the SMEs

The beneficiaries derive a lot of benefits by paitzing these
organizations:

Information - They have ready opportunities forommation,
which would have cost them a lot of money to soudroen the
private sector. The information guides them in twarse of
planning and preparing the feasibility for the patjof choice.
They get information on the market situation andepbal
customers outside the country.

Skill Acquisition - Some of these Institutions affeskill
acquisition at very cheap rates. Some organize regsiand
workshops for would-be investors free of chargeomder to
acquaint them with new technological training amidimation.
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. Training and Capacity Building - Some of the Orgations
organize training for the SMEs practioners. Thidl wnhance
their performance.

o Exhibition and Trade Fair Shows - Some of the oizgions
organize trade fairs and exhibition both within amatside the
country and encourage the SMEs to participate. Willdead to
the expansion of their market share and creaticam@reness of
their products

. Sourcing of Credit - Most of the organizations sisgie members
in sourcing for credits. They act as guarantorsrevinequired and
in some cases provide the required collateral.

SELF ASSESSMENT EXERCISE

1) What are the advantages of the Institutions?
2) List some of the functions of SON

4.0 CONCLUSION

Government has put in several Institutions to servine SMEs and as a
medium for the implementation of her policies. Temstitutions
Impact positive effect on the performance of theESM

5.0 SUMMARY

There are various organizations set up by goverhrterservice the
SMEs. The main objective of the government is topewer the
informal sector practitioners. This will effectgtively on the economy
leading to economic growth. The Institutions pr@ddboth financial
and none financial services.

6.0 TUTOR-MARKED ASSIGNMENT
Explain the advantages of the Institutions toSMEs.
7.0 REFERENCES/FURTHER READING

Loucks, K. (1990)Training Entrepreneurs for Small Business
CreationGeneva: International Labor Office.

Rudelius W, Erickson W.B and Bokula W.J (197&i).

Introduction to Contemporary BusinesSlew York: Karcourt
Jovanovith.

54



ENT 201 MODULE 2

Handerson C, (1986)he Successful Entrepreneur Strategies
New York: Mac Graw Hill Inc.

Pearse II, J.A and Robinson R.B, (198&)trepreneur Behavior
Academy of Management Proceedings.

55



ENT 201

UNIT 3

CONTENTS

1.0
2.0
3.0

4.0
5.0
6.0
7.0

56

MICRO CREDIT POLICIES AND INSTITUTIONS

MICRO FINANCE INSTITUTIONS PART II

Introduction
Objectives
Main Content

3.1

3.2
3.3
3.4

3.5
3.6

3.7
3.8
3.9

Micro Finance Institutions

3.1.1 Family Economic Advancement Programme
(FEAP)

3.1.2 Features of FEAP

3.1.3 Bias for Production Funding

3.1.4 Policy Formulation

3.1.5 Use of Cooperative Societies

3.1.6 Loans Tied to Projects

3.1.7 Collaboration with Banks

3.1.8 Savings Requirement

3.1.9 Subsidized Interest Rates

3.1.10 Multi Authority Segment

3.1.11 Technical Advisory Committee

3.1.12 State Coordinating Committee

3.1.13 Local Government Area Coordinating Committee

3.1.14 Ward Coordinating Committee

People’s Bank of Nigeria Limited (PBN)

Features of People’s Bank of Nigeria Limited

Reasons for the Bank Failure

3.4.1 Improper Targeting Mechanism

3.4.2 Centralization of Operations

3.4.3 Lack of Expertise

Community Bank (CBs)

Nigerian Agricultural Cooperative and Rural B®pment

Bank (NACRDB)

Community Banks (CBs)

Objectives of the Community Banking System

Factors for the Decline

3.10 Micro Finance Banks (MFB)

3.10.1 The Objectives of the MFBs
3.10.2 Advantages of MFBs
3.10.3 Other Supporting Institutional Arrangements

Conclusion

Summary

Tutor-Marked Assignment
References/Further Reading



ENT 201 MODULE 2

1.0 INTRODUCTION

Financial Institutions are bodies set up by theegoment to oversee the
implementation of some policies. There are marsyitiutions that are

saddled with the responsibility of seeing that thigectives of the

government are executed. Some institutions areisdb achieve the
micro financing of the small scale industries.

2.0 OBJECTIVES

The objectives of this unit are to explain the \attés of the different

institutions set up to see to the implementationtha micro finance

policies of government. At the end of the studhg student should be
able to list the different institutions that ar@atved in micro financing.

The student should also be able to explain the tibme of the

institutions.

3.0 MAIN CONTENT

3.1 Micro Finance Institutions

Government involvement in micro financing in Nigerbegan with

agricultural financing. The Nigerian Agriculturaihd Cooperative Bank
(NACB) was the former Nigerian Agricultural Bankt was established
to give credit to small farm owners and the inforsector that do not
have access to credit and Government, by providifigrdable credit
that was considered desirable. Some other instisitike the Peoples
Banks of Nigeria, Community Banks, the ambitiousnifa Economic

Advancement Programme (FEAP) and other governmedt quasi-

government were established in order to achieveegppvreduction

among the poor.

However, for maximum impact, the various governmedt micro
finance institutions were restructured and mergédhvresulted in the
formation of Nigerian Agricultural Cooperative aRdiral Development
Bank, Small and Medium Enterprise Industry DeveleptAgency.

3.1.1 Family Economic Advancement Programme (FEAP)

Other Institutions such as Family Economic AdvaneemProduce
(FEAP), the People’'s Bank of Nigeria Limited andn@ounity Bank
were established to achieve a change in the tranatmn of the socio-
economic status of the poor through the provisidnnocro-credit
services.
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The FEAP was established in August 12, 1997 bydteeGeneral Sani
Abacha Administration.

The objectives of FEAP were:

. Provision of micro credit for the establishment obttage
enterprises.

o Training of the business operators

o Encouragement of the design and manufacture of tglan
machinery.

. Formation of cooperative societies

. Utilization of local resources through improved guwotion,
storage, preservation, packaging and marketing

. Involvement of private sector, states and local egopmnent
participation in both the funding and implementatio

. Reduction of rural-urban migration

3.1.2 Features of FEAP
FEAP has its features, structure and process ahbtps.
3.1.3 Bias for Production Funding

The programme recognised the fact that SMEs foren idrock of
economic progress in most economies. The promotibncottage
industries was therefore central to the operatiothe FEAP. Farming
and processing of agricultural products and minexal materials were
given priority. It was envisaged at the inceptibattbetween 40 and 60
percent of the loanable fund would be devoted tonilag and agro-
processing activities.

3.1.4 Policy Formulation

FEAP was also mandated to formulate policies ire lwith the
following in order to boost agricultural production

o Land acquisition, utilization and social equity
o Mobilization of women for agricultural development
. Appropriate farming tools, inputs and techniques.

3.1.5 Use of Cooperative Societies
FEAP adopted the group methodology. Intended beaefs were

expected to belong to a Cooperative group regidtevith the State
Cooperative Department and recognized by the FEAR. regulations
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and laws guiding the establishment of Cooperativaetsies were not
adhered to.

3.1.6 Loans Tied to Projects

Projects financing was central to FEAP activitiBlse loans advanced to
the groups were tied to projects, even the machings provided by
nominated fabricators or suppliers. This is to préwdiversion of funds.

3.1.7 Collaboration with Banks

FEAP used conventional banks as the channel otidiesment of loans
and its collection.

The banks were also expected to contribute coustefpnding as the
project progress. The banks were chosen basededolibwing criteria

Adequate capital base

Competent management

Sound asset quality

Avalilability of expertise in the areas of microdimce
Adequate bank network

The banks were to appraise the feasibility repod give advice on the
status for approval, although the National Board~BRAP has the final
authority to approve projects.
3.1.8 Savings Requirement

Beneficiaries were expected to make a deposit & d0the requested
amount in the bank

3.1.9 Subsidised Interest Rates

The interest rate was 10%, which was lower than rtfarket rate of
over 100%.

3.1.10Multi Authority Segment
The structure of FAEP was a multi authority systdime grand patron

was at the apex. This was followed by the Boarchioeteen member
from various government departments, institutioms$ associations

59



ENT 201 MICRO CREDIT POLICIES AND INSTITUTIONS

3.1.11 Technical Advisory Committee

This committee was chaired by the representativéhef Ministry of
Science and Technology. The other members weree mgu of
representatives from Government institutions whigve expertise in
the areas of interest of FEAP.

3.1.12 State Coordinating Committee

This Committee was made up of nineteen memberschwimcluded

officials of the participating banks. The chairmaas appointed by the
State Governor. The wife of the State Governor vilas State

coordinator. The State Coordinating Committee vesponsible for the
co-ordination of FEAP activities at the State Level

3.1.13Local Government Area Coordinating Committee

The Local government Area Coordinating Committes tveaded by the
Local Government Chairman. The members were madefuthe

Supervisory Councilors, wife of the Chairman, alistdct and

community leaders, two representatives of releWwon-governmental
Organisations and the representative of the ppéiicig bank.

3.1.14 Ward Coordinating Committee

The ward Coordinating Committee consisted of véldgeads in the
ward with the Councilor representing the ward Qiain.

3.2 Peoples’ Bank of Nigeria Limited (PBN)

The PBN was established in 1986 as an economidegirafor
sustainable growth as an aftermath of the increpsserty level that
arose as a result of the Structural Adjustment rarogie (SAP).

The goal of the PBN was to create easy accesddadable credit for
the poor, that is, those that are economicallyadhut could not take
part in business activity because they can not taka from formal
financial sector. The targets are petty tradensnérs, and artisans. The
initial maximum loan was N5, 000.

The beneficiaries were to form credit groups. Tivegre to meet
regularly and loan repayments were made at thepgnoeetings. The
repayments were in small amount. These loans guseanteed by the
community leaders. The PBN has been merged wigh Nigerian

Agricultural Cooperative Bank to form Nigeria Aguitural Rural

Development Bank.
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In 1986, the Federal Government adopted the Staictdjustment

Programme (SAP), as an economic strategy for swadibs growth. The
effect on the people, especially, the poor, wasirtsand harsh. The
level of poverty rose sharply. The then federalegoment realized the
need to stimulate the potentials of the peoplewds reasoned that
putting affordable credit in the hands of the pa@is a proper strategy.
It can therefore be said that the remote prompfiactor for the

establishment of the People’s Bank of Nigeria Leditwas the

introduction of the Structural Adjustment Programmbe bank was to
a large extent, perceived by the people as a coempaof SAP relief

package.

However, the immediate factor for the setting uptted bank was the
action of Mrs. Maria Sokenu, the founding Natiopedject Coordinator
and later Managing director. Prior to the estalntisht of the bank, Mrs.
Sokenu who had a distinguished career in formakipgnvisited the

famous Grameen Bank of Bangladesh. The outcomeabiisit was the
idea of a bank fashioned along the structure amuatipnal strategy of
Grameen Bank.

The goal of the People’s Bank of Nigeria was toatzeeasy and
affordable credit for the poor, for a large segnwrgconomically active
Nigerians excluded from the services of formal ficial sector. The
bank was established in 1989 under a special dexsea financing
institution for the very poor. During the pilot g& which lasted for
twelve months, a National Project Coordinator, siesi by Zonal
Coordinators coordinated the activities of the bauktil its current
restructuring, a board of Directors determinedpbkcy direction of the
bank and was under the supervision of the Fedeirakivly of Finance.

3.3 Features of People’s Bank of Nigeria Limited

Peoples’ Bank of Nigeria Limited derived its feasirin respect of
structure and operations from the Grameen bank dgmgbr. However,
the extent to which the bank has achieved reptinadf Grameen Bank
Approach (GBA) is a subject of contention.

First was its exclusive focus on the poor. The bamls essentially a
poverty alleviation institution. The target of heervices consisted of
petty traders, farmers and artisans. Initially, th&@ximum loan size was
N5, 000. Poor people were encouraged to borrow tlmrbank. Again,
the bank adopted the group-based lending methogolbogending
beneficiaries were required to form credit groupiich in the tradition
of Grameen Bank Approach were calledntres. The groups were
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required to meet regularly. Disbursement and remaynof loans were
supposed to be made at group meetings.

Another feature of the Peoples’ Bank of Nigeria whs repayment
schedule by installments. Borrowers were requiredntake small
repayments at regular intervals. Amount per instatit and frequency
of payment were to be sensitive to the cash flottepas of borrowers.
Involvement of the community at inception was emaged by
community leaders who supported loan applicaticass, guarantors.
Later, local Credit committees were formed to ftatié proper loan
utilization and high repayment performance.

The invitation of the people to avail themselvestleg opportunity of
credit facilities from Peoples’ Bank of Nigeria waget initially with
skepticism. The intention of government was viewth suspect, while
the viability of a government-led micro lending ma was doubted.
However, patronage gradually improved.

By 1993, the fortune of the bank greatly declin€de bank found it
difficult to meet its obligations to both borroweend depositors.
Repayment performance was so low, that radicatuetsiring became
imperative in late 1996. This hindered the banknftbe path of growth
and good performance.

3.4 Reasons for the Bank Failure

It should be noted that most microfinance insti$ established in the
1980’s experienced what can be referred to fast“shock” “First
Shock”is a performance crisis often experienced afteroanfsing take
off. Several factors have been presented as repmrier PBN'’s first
shock.

First is the inadequate preparation prior to takesdthe bank. It was
probably assumed that if the idea of poverty legdivorked well in

Bangladesh, it could as well perform satisfactonilyNigeria. Pressure
to reach as many Nigerians as possible undersctoeedeed for careful
feasibility study and analysis. The pilot implensidn period was
twelve months before the project was expanded td.PG

3.4.1 Improper Targeting Mechanism

Another flaw which affected the entire country wtee improper
targeting mechanism. The requirement for exclutdees on the poor is
the existence of systematic targeting mechanisnigibHity criteria

were not properly identified and applied. No specgocio-economic
indicators were used. It was simply a case of “cathge that are poor
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and take loans” In practice, the non-poor accessed credit faasliin
the name of the poor, which they hardly repaid.

3.4.2 Centralisation of Operations

Centralisation of operations was another contmigutfactor. For the
purpose of control, decision- making process aretaipns were highly
centralised. Vital decisions and actions on savingsilisation were
taken at the Bank’s Head Office. This did not ordpw down
operations, it constrained effective monitoring.

3.4.3 Lack of Expertise

Micro-lending requires experience and expertiseesehwere in short
supply in Nigeria at the time of formation of thank. Admittedly, the
pioneer staff of the bank demonstrated high le¥elamnmitment to the
goal of the bank. However, mere zeal was not enough

3.5 Nigerian  Agricultural Cooperative and  Rural
Development Bank (NACRDB)

This is the outcome of the merging of the Nigerfgricultural and
Cooperative Bank Limited (NACB) and the PeopleshBaf Nigeria
Limited (PBN).

The PBN was fashioned to operate like the GrammemkBof
Bangladesh. The bank was to make it easy for toe  have access
to money. The bank was established in 1989 undpeeial decree.
The NACB was to grant loan to individual farmergpperative societies
provided the bank approved the project as beingleiand that there is
adequate security or collateral to cover the loafthe bank began
lending in 1973. Like the PBN, it was owned by tRederal
government and the Central Bank.

The bank focused on agricultural financing for \aties such as food
crops, plantation development, livestock, storaged marketing
facilities.

The Bank required securities such as bond, sharestance policies
and fixed asset which include landed property.

However, the two banks have been merged to forrNtk€ RDB which
Is concerned with the development of micro entsgriespecially the
informal sector. It allows the informal sector giifaoners access to loan
without collateral. However, such a loan is baseldelow N250, 000.
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Payment for loan assessment:

. Potential loanee must be a customer of the bank

. He must run an account for a minimum period of 2ithe before
he can be allowed to apply for a loan

. He would obtain a form, and comply with the instioic

. He can apply for up to N100,000, if he has savedoul10,000
and more than N100,000 but less than N250,000¢ ifids up to
N50,000 in the account.

. There is no collateral required but must show tlaakb his
business ouitfit.

. He must be a person of high integrity within thenoounity, that
Is, an evidence of reliability that he would pagk#he loan.

o He must keep proper records

) The bank also gives loans that are up to milliohklara, which
is above the micro credit level and different peqtrisite are
required.

. Inspection of the business location will be carmed in order to

access its viability and give necessary advice.
3.6 Community Banks (CBs)

The introduction of CBs in 1990 was another stephim efforts of the
government to meet the credits needs of the ruvalldrs as well as the
micro and medium scale enterprises.

The CBs are owned by the Community where they acatéd. They
provide banking facilities in rural areas to impeothe business and
economic status of the rural people and rural ardbs a place where
you can save and borrow money to operate your bsisin When you
open and operate an account with the bank for soregyou can apply
for a loan.

To get a loan from a Community Bank, you must:

o Open an account and operate it for at least 6 nsonth
) Submit an application for loan

) Complete the loan application form

) Pay back the loan within one year

o Provide two guarantors who must be
(@) Community leaders
(b)  Member of your trade or occupation assoamtio

3.7 Objectives of the Community Banking System
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It was set up to achieve the following among others

. The promotion of rural development by providing diteand
deposit services to community members.

o Increase and enhance the development of econoniatias of
the informal sector, that is, the small or microducers in the
economy.

o Development of banking habit among the rural dwslle

o The promotion of rural development by providingaintial and

banking services (credit and deposit services)wel as other
facilities to communities who hitherto were inadatgly supplied
with such facilities.

o The rapid enhancement of the development of prodeuct
activities in both rural and urban areas, and hetice
improvement of the economic status of small produae the
informal sector of the national economy.

. The promotion of the emergence of an effective emegrated
national financial system that responds to the si@dhe whole
economy, especially at the grass root communitgllev

o The inculcation of discipline in banking habits argdhe masses
of low-income workers in Nigeria, especially thasethe rural
areas.

. The fostering of the spirit of the community owrepsand use of

economic assets and the maintenance of such ieziland
organizations on a suitable basis.

The enthusiasm over community banks among Nigemassvery high
at the inception of the ideas. The urban elitek the lead in mobilizing
their people to form community banks. Barely sewaonths after the
opening of the first community bank, there weresb,@pplications for
the establishment of community banks processedewtlll banks had
their doors opened for business operations.

The responsibility for registration and coordinatiof the activities of

the community bank was given to the national BdardCommunity

Banks. The ray of hope offered by the rapid growtthe number and
volume of business of community banks suffered seateback within

the first six years of operation. Several of theksawere laden with
large non-performing loan portfolios, while othevere unable to meet
their obligations to depositors and savers by Gat@®, 1997. Licences
of 282 out of 1368 existing community banks werenthvithdrawn on

the order of the Central Banks of Nigeria
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3.8 Factors Responsible for the Decline

The unsatisfactory performances of some commuranke have been
attributed to several factors. These factors atk inbernal and external.

First, was the inadequate involvement of the lag@hmunities. The
urban elites who facilitated the establishment kg banks, failed in
most cases to involve the local communities. Tlteskaw the idea of
community banking as an opportunity to own finaharsstitutions.
Contrary to the fundamental concept of communitykirag, few elites
capitalized these banks, and seized control. OBiypthe local people
did not see these community banks as theirs, bloéras belonging to
few of their prominent sons and daughters residirfgr way cities. The
stakes of the local people in the banks were laowd, they equally did
not bother about the success or failure of thenforad institutions.

In addition, the absentee owners did not fully ap@te the peculiar
features of community banking system; the featwsch set them
apart from conventional financial institutions. $#ome cases, savings
mobilized by these banks were placed in deposibats with urban-
based banks, rather than financing profitable Ipcatiuctive activities.
The glamour and exclusionary features of conveatidmanks soon
found their ways into the operations of the comrtyubanks. The banks
became increasingly irrelevant to their immediatal environment.

The most devastating factor was the distress whvedpt through the
banking sector in the mid 1990’s. Several milliong naira the
community banks placed with urban distressed bamse lost. The
people lost confidence in the banking sector amdmoanity banks were
affected because of their lean capital base.

Another factor was lack of appropriately trained npawer in

microfinance. The bulk of the pioneer staff of t@mmunity banks was
drawn from the formal banking sectors. There waearth of workers
knowledgeable in the art of micro-lending. Communiianking was
carried out with the mind-set of conventional bagki Innovation,

which is the hallmark of micro-lending, was largegyhored. In some
cases, retrenched and dismissed staff of commetmaks, were
entrusted with the management of some communitykdahoss of

earlier better paid jobs adversely affected the aleorof managers.
Added was the fact that most board members savbdin&s as mere
extension of their personal estates. Most tenddx tmeddling with the
management process to the frustration of the masage

The rapid growth in number and spread of commugtyks across the
country tasked the monitoring facilities and systémethical practices
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were not promptly uncovered and addressed by theergisory
authorities.

Inadequate capital base was another limiting factbhne initial
authorized start-up capital was N250, 000. This wadequate. Calls on
community banks to shove up their capital base werat
enthusiastically implemented.

3.9 Micro Finance Banks (MFBs)

The MFB is set up in order to make financial sezsi@vailable on a
sustainable basis to the economically active plmav, income earners
and the Micro, Small and Medium Enterprises (MSMHEs)ough

privately owned banks. This is to create a vibnantrofinance sub-
sector that provides the necessary stimulus fapmakt growth and
economic development.

The MFBs are institutions that are established ttovide financial
services to the poor.

There are two categories of the bank:

. MFBs licensed to operate as unit banks and withihoaal
Government area. They are to deposit N20 milllothe central
Bank of Nigeria as capital requirement.

o MFBs licensed to operate state-wide. They arertvige N1
billion as capital requirement.

These banks can be established by individuals,pgrad individuals,
community development associations, private congsaror foreign
investors.

3.10 The Obijective of the MFBs

The objectives of the MFBs are to:

) provide diversified, dependable and timely finahs@rvices to
the economically active poor

o mobilize savings for financial intermediation

) create employment opportunities

) involve the poor in the socio-economic developmehtthe
country

o provide veritable avenues for the administrationtied micro-
credit programmes of government and high rate wiodtviduals

) render payment services such as salaries, gratuatid pension

on behalf of various tiers of government.
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3.11 Advantages of MFBs

The following advantages can be derived as a restiite establishment
of MFBs:

. Individuals can buy shares and own a MFB

. Individuals can save money and other valuablesarbank

° Individuals can borrow from MFB to invest in theara, small or
medium enterprises

) MFB can render cash transfer services.

3.11.1 Other Supporting Institutional Arrangements

These supporting institutional arrangements woulduee that MFBs
succeed in its operations:

. Independently managed Micro finance DevelopmentdRuauld
be put in place to provide wholesale funds, refanag facilities
and other services to support the financial actisiof MFBs and
microfinance institutions.

o Certification Programme for Staff and ManagemenMéiBs, to
provide adequate knowledge on microfinance practcdance
operational activities and ensure that right pessoranage the

MFB.

. Rating agencies to provide institutional assessroéMFBs and
other institutions.

. Credit bureau to provide credit information on rofgnance

clients in support of the credit and other decisioaking
processes of the MFBs.

. Creation of Apex Association of the MFBs to enscoenpliance
with standards and best practices.

SELF ASSESSMENT EXERCISE

1) What are the advantages of MFBs
2) What are the objectives of Community bank?

4.0 CONCLUSION

The government set up different types of institusiowhich aim at
alleviating the level and depth of poverty. Soméhafse institutions are
to assist the poor and SMES in accessing micrdtcred
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5.0 SUMMARY

Micro financing has been found to be a sure sowofcBnance to the
SMEs. This is because they cannot provide the teodbor / and the
rigorous paperwork demanded by the convectionakdaBovernment

has therefore put in place several relevant firermnd non- financial
institutions to address the issue.

6.0 TUTOR-MARKED ASSIGNMENT
What reasons led to the failure of FEAP?
7.0 REFERENCES/FURTHER READING

Godwin, E. (2000).Poverty and Microfinance in NigeriaOb-zed
Printers Nigeria.

Neck, P.A & Nelson, R.E., (1987 Small Enterprise Development
Policies and Programme<seneva: ILO.

Onuoha, E. (1986)Principles of Cooperative EnterpriseExpress
Publishing Company Ltd
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1.0 INTRODUCTION
It may be a fact the MFBs and the Non—governmedtghnisations do
not request for collateral and rigorous paper wbéfore loans are

granted to members. However, they do have somed®d¢o order to
keep track of their costs and revenue.

2.0 OBJECTIVES

The objective of this unit is to explain how recordre kept and the
various uses of the records.
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3.0 MAIN CONTENT

3.1 Record Keeping
Record Keeping means you have to write down:

. how much money your businesseives,and
) how much money your busineSpends.

When youSell your products or provide service, monegmes into
your business.

When youpay for goods or service such as raw materials, labour,
electricity, rent, telephone etc, mongyes outof your business.

To keep good records, you need woite down all your business
transactions in an organized way.

You need something to show that yaeeivedor paid out money such
as:

. Invoices, receipts, way bill etc. you get from yotustomers
when you buy raw materials, pay rent, salary oregaglectricity
and so on.

) Copies of receipts, invoices, and way bill you gitee your

customers when they buy from you.

It is therefore important for you to write downansmall exercise book
the information you need such as:

whenthe transaction happened.

who was involved in the transaction.

details of the transaction.

theamount of money involved in the transaction.

3.2 Good Record

The main requirements for a good record keepingleie

) It must beaccurate

° It must beconsistent

) It must bereliable

) It must beeasyto understand
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3.3 Advantages of Record Keeping

By keeping good and accurate business records soueasily solve
problems in your business such as:

3.3.1 Cash and Credit Sales Availability

. The records show you how much money your businkesld
have.

o It helps you to make sure your money is stolen.

. It shows you wh@wesyou money and how much.

. The record tells you how much cash you hanédhandand in the
bank.

3.3.2 Your Record Shows You How Your Business Is .
. It helps you to find ouproblems before it is too late

You can use the records to know your

. Income andexpenses
. Theprofit or loss you are making
. Your monthlypayroll (wage and salaries)

You can also use the records to know if;

o Costsare too high
. Salesarefalling

The records you keep show others how your busisetsing.

o It shows them whether yosalesandprofits are increasing.

. You and others will know whether yoapbstsand expensesare
decreasing.

o You need proper records when you pay yiaxesor apply for a
loan.

o It shows others that everything is in order and §@u are in

Control of your business.

3.3.3 Your Records Help You to Plan for the Future

. Records show you how well your business did in ghet and
how wellit is doing now.
) When you know your businesdrength and weaknessesyou

can properly plan for thieiture.
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3.3.4 Who Keeps the Records?

Once you start your business, you have to deaide will keep and

maintain the records.

o If you have the time and interest, you can keep rédwords
yourself.

. When the volume of your business increases, youeocaploy a
clerk to keep the records.

. Sometimes your wife or children caassist you to keep the

records and do simple calculations.

3.4 Types of Records to Be Kept

The records you keep depend ontiee of business and theolume of
activities.  However, for our purpose, the follogirrecords are

adequate.

3.4.1 Receipt Book

If your business produces and sells a few expermieducts such as
furniture or provideservicessuch as vehicle repairs, useRa&ceipt

Book.

An example of a Receipt Book is given below:

TOLA ENTERPRISES

(Manufacturer of Quality Furniture)
Office/Workshop: No. 30, Adio Street, Idiaba,

Ogun State

CASH RECEIPT

No. 0001
Date: 19
Received From
the sum of
Naira Kobo
Being payment for
Cash payment =N= Cheque N

=N= : K

Manager’s signature
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3.4.2 Invoice

The customer may sometimes request forlraroice before or after
purchasing the product or service.

The invoice shows th®uantity of good sold theDescription of what
is sold and th&rice of each product. However, it ot a substitute for
the receipt. It is issued together with the rec®pshow the type and
price of products sold.

The following is an example of An Invoice.

TOLA ENTERPRISES
(Manufacturer of Quality Furniture)
Office/Workshop: No. 30, Adio Street, Idiaba,
Ogun State

Invoice No: 0DO

Date: 19

Quantity Description of Goods Rate Amount

THANK YOU
GOODS BOUGHT ARE NOT RETURNABLE

Total N

Amount in words

3.4.3 Wayhill or Delivery Note
The Waybill or Delivery note is issued to the buyer when he wants to

collect the products he has purchased such astdtegnor when you
want to deliver the products to him.
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An example of a waybill or delivery note is giverldw. It also
contains information such as Customers Name, Dslividddress,
Vehicle No, Quantity paid for, dispatched and dmied and the
condition of the goods when they were received.

TOLA ENTERPRISES
(Manufacturer of Quality Furniture)
Office/Workshop: No. 30, Adio Street, Idiaba,

Ogun State
Ineai No: 0001
WAYBILL/DELIVERY NOTE Date: 19
EBRD
INVOICE
No. Customers Name
Date Delivery Address
No. & Date Vehicle No.
ITEM No. QUANTITY DESCRIPTION QUANTITY
Total
Received Goods in Good Condition
DELIVERED BY RECEIVED & CHECKED BY CUSTOMER

3.4.4 Daily Cash Record

Whether you use a receipt book or daily cash regotdmust keep the
RECEIPTS you get for all the cash that comes igaas out of your
business such as:

) receipts issued for sale of products or service
o receipts for buying raw materials or good to resell
o receipt or invoices for rent, payment for servicekectricity,

water, telephone and all other costs to your bgsine
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DAILY CASH RECORD
No Details Quantity Rate Total
N

1. Starting Money 100.00
2. Brake fluid 1 120.00 120.00
3. | Qil filter 3 180.00 540.00
4. Washers 15 3.00 45.00
5. | Qil 1 210.00 210.00
6. Fuel filter 1 45.0( 45.00
7. | Clutch Kit 1 70.00 70.00
8. Door handle (super) 4 65.00 260.00
9. Bolts & Nuts 10 15.00 150.00
10 | 504 1 480.00 480.00

Total - - 2020.00

3.4.5 Customers Account

If you sell or provide service on credit, you mugite it down in a
customers account book.

It is not advisable to sell on credit. Some cusmTdo not pay on time.
Some customers do not pay at all. However, credlit also increase
your sales because good customers will continuduy from you.
Therefore, you may give credit teliable customers.

When you want to keep the customers record, yowsan

. abook with a pagefor each customer; or
. a separate book for each customer if they buy &dat you; or
) separate cards for each customer.

A written record enables you to avaguments with your customer
and to follow up those who do not pay their moneyime.

3.4.5.1 Advantages

The record helps you know:

. how much each customer owes
. which customers pay their accounts on time
o which customers owe money to your business
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An example of Customers Account Record

CUSTOMERS ACCOUNT RECORD
Name:
Address:
Telephone No:
Date Details Quantity| Credit| Amount | Balance
Sales | Paid
N N N
9/1/96 Oil filter at 2 360.00 360.00
N180 each
3/4/96 504 Head 2 220.00 220.00
lamp at
N110 each
6/6/96 10 washers 10 150.00 450.00
atN15
15 bolts
21/10/96 | Payment 15 300.00; 1030.00 0.00

3.4.6 Unpaid Suppliers Invoice
When you owe other businesses some money, alwaystke receipts,

invoices or delivery note of everything you buy anedit. It is a good
idea to keep them in a file for easy reference.

3.4.7 Record Book

The Record Book is the heart of your record — kaegpi When the
business is closed at the end of the day, filhenRecord Book by using:

. the copies of the receipts you write (from recdipbk or sales
invoice); or

. the summary of the Daily Cash record

. the receipts, invoices and other vouchers you g&in fyour
customers.

In summary, you should write down in the RECORD BO&:
. Money that you receive from sales and other souanédswhere it

came from. Get the information from the receipolbor Daily
Cash Record.
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. Money that you paid out of your business and whatas used
for. You get the information from the receipts whgu pay for
something.

3.5 How to Fill the Record Book

You can buy a big note book and draw the same awuas in the
example below:

CASH BOOK
Date Details Receipt Cash Sales | Costs
Voucher | In Out Bal
No.

Y, Brought 0281 1000

Forward
11/4 Bought Nails 0282 50 950 50
11/4 Sales 0283 2000 2950 2000
11/4 Sales 0284 250 3200 250
12/4 Bought Plywood 0285 1200 2000 1200
12/4 Bought Foam 0286 500 1500 500
18/4 | Sales 0287 275 1775 275
19/4 Sales 0288 545 2320 545
19/4 Bought Timber 320 2000 320
23/4 | Paid Wages 250 1750 250
2714 Paid Owner 500 1250 500

Salary

Total 3070 | 2820 1250 307Q 2820
Date: Write the date of the transaction
Details: Describe the transaction
Receipt/Voucher No: Write a receipt or voucher rar fach

transaction

Cash: Write the cash that came or goesout. The Balance is the
amount you should have on hand.

Sales:Write all your sales in this column

Costs:Write all your costs in this column

SELF ASSESSMENT EXERCISE

1) Draw a cash receipt
2) Why is it not advisable to sell on credit?

4.0 CONCLUSION

In conclusion, it is necessary to keep proper i@son order to keep
track of business activities so as to be able tealevhen the business is
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sick, know the sales, debts and the costs invob&dvell as render
necessary financial information.

5.0 SUMMARY

At the end of the month, you should summarize y@aord book by

adding the totals for cash that came in, cash dgloas out and cash
balance. This will tell you the cash you have @mdh By adding the
SaleandCostscolumn, you will knowhow you havespentyour money

andwhat you have spent it for.

The record book can be used to control your busibgs

) knowing your sales
) knowing your cash balance
o analyzing your costs.

All these will enable you to know how your businessdoing and to
plan for the future.

6.0 TUTOR-MARKED ASSIGNMENT

1. Write a short note on customers account

2. List the different types of record that can beptk by a
businessman

7.0 REFERENCES/FURTHER READING

Siebert, J.C{1989). Concept of Marketing Managemeriew York.
Englewood Cliffs Publication.
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1.0 INTRODUCTION

It is good and profitable to venture into produstidut the exercise is
not complete if the products are not sold. Ithisréfore important for
the businessman to locate the appropriate markéiggroducts.

Mr. Adio produced Tuwo but he kept it in the pg&pecting that people
will come looking for him without making any effotd sensitise the
people about the availability of the product. Tuvejng a perishable
good, turned soar before the following day. He tadthrow away the
product. He lost as a result of his inaction. Heeéato let people know
that he had prepared a meal that could satisfy tiesid.

2.0 OBJECTIVES

The objective of this unit is to explain the meanof marketing and its
importance to business activities.
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3.0 MAIN CONTENT

3.1 Definition of Marketing

Marketing is everything you do to find out who ydlustomersare and
what theyneed and want. It is how to satisfy them while you are
making profit by:

. providing theproducts or servicethey need

o setting theoricesthey are willing to pay

o getting your products or service to them

) informing andattracting them to buy your products or services.

Marketing is the difficult but most important padof managing a
business. It does not matter hgeodyour product or service is. If you
do not market it in the right way, no one will by

Your market is the customers, people or other businesses, vdrd w
your products or services and able and willing to pay for them.
Therefore the woranarket meansa place or opportunity or medium
where people meet to buy and sell goods or servitesuld be via the
internet, in the aeroplane, on the telephone arphysical place.

It also means:

. the customersyou have now

. the customersyou hope to get in the future

. the customersyou have lost but hope to get back

3.1.1 Getting to know the Customers

It is important to know your customers and whatytheed and want.
When you understand their needs, you decide winalugsts to make or
service tarender to satisfy their needs.

By following the steps below, you will understanduy market and
increase yousales

3.2 Know Your Market

In order to know your market you must know:

° who the customers are

. the products or services they want
. Why they want them

) where the customers are located?
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when do they buy?
how often and howmuch do they buy?
whatprices are they willing to pay?

3.3 Who the Competitors Are

The Competitors are businesses selling productssandces similar to
your own.Ask yourself the following questions:

o who are mycompetitors?

. How many are they?

) where are thejocated?

. how goodare my competitors?

If you can find good answers to the above questitimsn you will
know:

o what products or services to sell.

. how to get your products to your customer

. how to inform customers and make them to buy
) whatprice to charge for your product and service

You can also find out more about your market by:

. Talking to your customers and asking them:
- why they buy from you
- If they aresatisfied with your products and the way you

treat them
- If there are other things they would like to bugrfr you
o Listening to what other people say about your business
) Finding out why some customers do not buy from you
o Finding out what your competitors are doing about their:

- products or service i.e. quality, design, packagitg
- what prices they charge
- why customers buy from your competitors.

. Reading newspapers and magazines about new products or
services
. Listening to radio and watching television to get information

about new products and services.
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3.4  Satisfaction of your Customers

The customer is the most important person for yusiness.Satisfied
customers will always come back and buy more framrybusiness.
The more satisfied customers you have, the more saesand profit
you make.

To satisfy your customers, improve your sale andkana profit, you
need to understand tiheur P’s of marketing:

Product
) Whatproduct or serviceyour customers want
Price
. Whatprice your customers are willing and able to pay
Place
. Whatplaceyour business should be located so that you caiinrea

your customers
Promotion

) What promotion you can use to inform arattract them to buy
your products or services.

All the four P’s are very important. You must usach of them to
satisfy your customers anohcreaseyour sales and profit. When your
customers are satisfied, they will alwag@me backto buy more from
you. They will tell other people to buy from you.

3.4.1 Product

To be successful in business, you must have thdupts or services
your customers want. To do this, you should knioat:t

o Customers buy goods and services to satisfy diiffereeds.
Therefore, you should find out what customers naed then
provide the products or services to satisfy thassds.

. Customersneed change. When their needs change, do your
market research to change your product.
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o Provide what your customers want.

- Do not just sell the same products as other busases

- Try toimprove on the products you already make and sell.
) Keep your eyes and ears open for new ideas.

3.4.2 Price
WHAT PRICES DO | CHARGE?

Your business may have very good products or sesyibut if your
prices aravrong, you will not sell much.

In general, your prices must be:

° Low enough to attract customers to buy
High enough to give your business a profit

Know your costs

Know how much customers are willing to pay
Know your competitors prices

Know how to make your prices attractive.

PoONPE

3.4.3 Costs

You must know how much it costs you for things sadmaterial,
labour, rent, and electricity to make a product or service. To make a
profit, yourprice must be higher than yotwtal costsfor the product.

Examples
(@) Profit
Price - Cost = Profit/Loss
N30 - N25 = + N5 (Profit)
o A price higher than the total cost gives yauprofit
) + N5 means a N5 profit
(b) Loss
Price - Cost = Profit/Loss
N25 - N30 = - N5 (Loss)
) A pricelower than the total cost gives youass
. - N5 means a loss.
(c) No Profit
Price - Cost = Profit/Loss
N30 - N30 = NO
) A price which is the same as total cost gimegrofit
) =N=0 means no profit, no loss.
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Willingness of Customers to Pay

Customers must be able and willing to pay yourgwiclf your price is
too high you will sell verylittle or nothing at all. If the price your
customers are willing to pay Iswer than your costs, try tout your

costs.

3.4.4 Know your Competitors Prices

Find out how much your competitors charge for siaene or similar
products or services as your own.

If your prices ardower than your competitors own prices, you

may attract more customers to buy from you.

If your prices arehigher than your competitors prices, your

customers may buy from your competitors.

You may charge bbwer price if:

- your product or service isew and people do not yet know
about it.

- If you want to attract new customers

You may charge higher price if:

- your customers feel your product or servicbeaster than
that of your competitors.

- If you provideextra and better services.

Always remember that to makepeofit, your prices must always

be higher than your costs.

3.4.5 Make your Prices Attractive

There are many ways to make your prices more #tteaco your
customers.

When you begin to sell a new product or servicay w@ant to attract
customers to buy it. You can setaav introductory price that gives
you only asmall profit for the first time you sell the product.

If your customers like the product, you cslowly increasethe price so
that it gives you a higher profit.

3.4.6 Discount

A discountmeans a lower price.

You can get a discount from a supplier.
You can give a discount to a customer
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o If a customer buys darge quantity you can give aguantity
discount.

) If a customer pays cash, you can giwaah discount.

3.4.7 Place

Placemeans théocation where your business is. Location is important
for retailers and service operators who need ta/ere their customers
are.

Your business may have good products at prices dhstomers are
willing to pay, but sales may still be low. Theasen may be that your
customers do not know where you are and where yoybur products
or services.

o Location is where your business is.

o Distribution means different ways of getting your products or
services to your customers. It is very importardgr f
manufacturers such as furniture making, foundry/metalwork etc.

o For manufacturers, it is not important to be near their
customers.

What is important is:

) Cheap rent or land

) Good and easy supply of raw materials

) Good roads, electricity etc.

J Cheap labour availability

o Retailers and service operators need to be wheredustomers
are.

. The best places are where many peggalssby and where many
peoplelive.

o Direct distribution is most useful for your business if you make
fairly expensive products such as furniture andehav few
customers.

o Wholesale and Retail Distribution are useful if you make a

large quantity of standard, low priced products hage many
customers in your area.

Before you change your distribution channel, thablout:

) Your products

o Your customers

) Your business

. Your sales, costandprofit

SELF ASSESMENT EXERCISE

1) Define marketing
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2) Who are the competitors?
4.0 CONCLUSION
The role of marketing in a business venture cabeobver emphasised.

Having a thorough understanding of the marketimgate would help a
business grow.

5.0 SUMMARY

A good businessman would not only be interestetiisnventure but
would understand his competitors as well as hisooosrs and would do
all they can to satisfy them and outwit his contpesi

6.0 TUTOR-MARKED ASSIGNMENT

What factors must be considered before pricesiaed?

7.0 REFERENCES/FURTHER READING

Siebert, J.C{1989). Concept of Marketing ManagemeriEnglewood,
New York: Cliffs Publication.

87



ENT 201 MICRO CREDIT POLICIESAND INSTITUTIONS

MODULE 3

Unit 1 Marketing: Promotion Part Il

Unit 2 Management Cash

Unit 3 Entrepreneur and Entrepreneurship
Unit 4 Definitions of Business Types -

Unit 5 General Management Practices in Small

Scale Business

UNIT1 MARKETING: PROMOTION PART II
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1  Promotion
3.2 Advertising
3.3  Photographs
3.4  Rubber Stamp
3.5 Radio, Newspapers Advertisement
3.6  Sales Promotion

3.6.1 Display
3.7 Demonstration
3.8  Publicity

3.9 Be a Successful Salesperson
3.10 Packaging

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further Reading

1.0 INTRODUCTION

We learnt about the definition of marketing, sattsion of customers,
the need to know our competitors and the pricingtesy in the past
units. In this unit, we are going to discuss howptomote our products
in order to expand the market share and make nrofi.p

There are a lot of promotional sales currently goom in the country.
Some companies promise to finance projects touhe of N15million,
some promise to give cars and other items. Theirnsto expand their
market share thereby increasing their profits.
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2.0 OBJECTIVES

The objective of this unit is to explain the vasoways of promoting a
business venture in order to increase the marlegesind profit.

3.0 MAIN CONTENT

3.1 Promotion

Promotion meansinforming and attracting customers to buy your
product or services.

o Your business may be in a good place. You may lgoad
products that customers are willing to pay for.

. Your sales may still be low. Why?
May be people do not know about your business.s &hcalled
promotion.

o Do not sit down and wait for customers to come én.y Do

promotion, sell more and increase your profit by:
Advertising — make customers interested in your products or Gesvi
Sales promotion —getting customers to buy more from you.

Publicity - doing promotional activities
Improving your own skill as aalesperson.

3.2 Advertising

You can useadvertising to make customers more interested in buying
your products or services.

Some useful ways to do advertising are

o Signs Boards

Business cards, letter heads etc.
Posters and hand outs

Photograph

Newspaper

Radio

Announcement in Mosques or Church
Masquerade, Dancers etc.

Below are some ways of advertising your producthout spending a
lot of money.
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. Sign Board

MICRO CREDIT POLICIESAND INSTITUTIONS

SUPREME
FURNITURE

SPECIALISTS
IN
HOUSEHOLD
FURNITURE

GOOD YEAR
SALOON

*kk

HAIR CUT
ONLY

N20.00

TULA
METAL WORK

*kkk

PRICE LIST
Frames N.........
Doors N.......
Iron Gate N......

Use sign boards, posters and hand outs to advgdiseproducts. You
can usecheap paperor Chalk and aChalk board. Write on the boards

yourself or tell someone to do it for you.

enough so that people can see it.

Makee thign boards big

Give handbills to people who may be interested in your products or
service. You can distribute it in yoarea, in your association,your
mosque, your church andschools through your children and their

friends.

Business Cards, Letter heads etc.

TOLA ENTERPRISES
(Manufacturer of Quality Furniture)

Office/Workshop

30, Sapon Street

Mr. S.A. ADIO
Chairman/Managing Director

Matori, Ogun State

Home Address

36, Idiaba Road
Ifo, Ogun State.

Use a business card and letterhead to tell youooess

. the name of your business
. the type of business you do
o who you are
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. where they can reach you i.e., your office/workslamgl home
address.

3.3 Photographs

Keep a small book gbhotographsto show customers the products you
can make but which do not have in stock.

3.4 Rubber Stamp

You can use aubber stamp to make your own business cards and
letterheads.

3.5 Radio and Newspaper Advertisement

When you advertise on Radio, or Newspapers etojemgber that your
customers want to know among other things:

o the name of your business

the location of your business

what products or services you provide
how good your products or services are
your prices

where they can buy your products

why they should buy your products
when your business is open.

3.6 Sales Promotion

Use sales promotion to make customers buy more wencome to
your business. This can be done by having goodladisp giving
demonstrations to show how the product works afithggroducts that
goes together.

3.6.1 Display

This is the way you arrange your products. Dispgaiynportant for all
businesses. Good display makes it easy for cussriwersee your
products. You should therefore keep your business:

. well organised

o clear, well lit and good looking

° attractive, with your products well displayed
) show the prices clearly
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3.7 Demonstration

This is the way you show your customers how thelpcts works. If
you demonstrate very well, they may like to buynirgou.

3.8 Publicity

This is free promotion usually by word of moutht means that your
satisfied customers will tell other people whatytithink about you,
your business and what you sell.

The word travels from one person to another. Msike it is a good
word so it gives your business a very good repanati

3.9 Be a Successfully Salesperson

To improve your skills as a salesperson and inergamir sales and
profit, you need to:

know your customers and their need

Some customers can never make up their mind

Some customers are always in a hurry

Some customers never have enough money

Know how to treat your customers

Greet your customers well

Be polite and friendly

Dress well. Look neat and clean

Offer to help customers

Do not talk too much

Listen to what your customers say and ask questiornisgnow

what they need

o Be patient

) Always be honest and trustworthy

o Never argue with your customer

) Thank your customers for buying from you.

. Know your products and how to sell them becauser you
customers may ask many questions about your predaoct
service.

. Be sure you know the answer.

3.10 Packaging
From the marketing point of view, the packaggart of the product. It

Is therefore an important part of product planninghere are many
reasons why packaging is very important. Somé&ede reasons are:
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. To meet the social and cultural needs of the peaplgour
community by adapting the products to meet socahds and
fashion.

o To make the appearance of the product nattractive.

) To make the product mop®nvenientto use.

Indeed, it has become a rule that the package geuar your product
should meet the convenience of your customers. rMost ensure that
the package makes the prodeasierto use,that it iseasyto open,that
it is strong enough,that it is ofpractical sizeand that the instructions
can be easily understood.

Bad packaging causes dissatisfied customers.

The following six P’s will assist you to remembeaevhto package your
products. These are:

Presentation

Presentation is concerned with the appearance eofptbduct. The
general rule is that the product should be eyehoacand very
attractive to your customers.

Preservation

Preservation means how you package your productdar to prolong
its life. Some preservation methods used inclatening, plastic nylon
— wrappers, chemical preservatives, deep — freezifidhis applies
particularly to food products.

Promotion

Promotion means that the package should hefelidhe product. The
package must be such that the customer can easiitify your product
from that of your competitors.

Proportion

Proportion concerns thgize of the package. In determining this, you
will consider thequantity and theprice you want to sell the product.

Protection

Protection means that the package willst®ng enough to protect its
contents otast for a very long time.
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Portability

Portability means that the product must be veompact, easy to
transport from one place to another and be easy to stack.

SELF ASSESSMENT EXERCISE

Define promotion

4.0 CONCLUSION

When you are planning to make or introduce a neadyct to the
market, think of whether you have technical andketng experience
for the product. If your answer is YES, then cdesithe kind of
packaging to use. If No, you may have to seek a&dfriam a competent
person.

5.0 SUMMARY

It is important to promote a product in order tdraat as many
consumers as possible. This may involve some egrgebst it is a
necessary venture.

6.0 TUTOR-MARKED ASSIGNMENT

List all the Ps of promotion. Discuss any two.

7.0 REFERENCES/FURTHER READING

Lawal A.A. et al [1998]Entrepreneurship Development in Small Scale
Business. Adeola Printing Press Nigeria.
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1.0 INTRODUCTION

Mr. Adio made a lot of money as a result of thesadromotion exercise
he did. Unfortunately for him, he squandered then@yoon night
parties, ‘spraying’ money as if it was rain watdte bought ‘aso-ebr’
for his wives and new set of cars for his girl fidks. He ended up poorer
than he was before the sales promotion becauseked the knowledge
about cash management. He should have separateubtiey meant for
business from the one for pleasure and other dibiga But
regrettably, he never did.

2.0 OBJECTIVES

The objective of this unit is to explain how a cdkiw plan is drawn
and to acquire the understanding of separatingfdnaly from the
business.

3.0 MAIN CONTENT

3.1 Management of Cash

3.1.1 Definition of Cash

Cash is thdife blood of any organisation. It is the money that is made

available for business use. Lack of cash or mom@yrain a business so
also is the mismanagement of fund.
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For the maximum use of cash, you have to determihen cash is
neededand how much is needed. Even when you are makpngfd, it
does not mean that you will be able to pay yaeirtswhen it falls due.
Therefore, you must always make sure that you eaeeigh cash to pay
your suppliers, creditors, workers etc.

The way to do this is to understand ttesh operating cycleand the
cash flowplan.

3.1.2 Cash Operating Cycle

The management of cash involves an understandinghefcash
operating cycleshown below:

CASH OPERATING CYCLE

CASH  ----- RAW MATERIALS ---- WORK IN PRGRESS ----
FINISHED ---- GOOD SALES

° Cash

The operating cycle starts with cash which youriness generates from
the sale of products or services.

. Raw materials
Cash is used for the purchasea @i materials and other inputs that are
necessary for production. For example a furnitmaker spends cash
for the purchase of timber, nails, vanishes, foarbper etc. which he
uses for production.

. Work-in-progress

These are products that are being produced in tksivop and the
production is not yet completed.

° Finished Goods

This refers tdinished products which are still in your workshop but are
ready for sale.

. Sales
This is the final stage in the cycle when you s@jour customer either

for cash or credit. When you collect the cash you again use it to
purchase raw material and to pay other creditors.
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It is important for you to reduce the amounttiafe it takes you to use
your raw materials to producdinished products or service and sellit
SO as to reduce the time it takes yotieéo/our money down.

Theshorter the cash cycle, the better for your business. WAerowvay of
controlling your cash is throughcash flow plan.

3.1.3 A Cash Flow Plan

A cash flow plan is forecast which shows you howchuwash you
expect to come in to your business and how much gas expect to go
out of your business every month.

A cash flow plan helps you make sure that yourrmss does not run
out of cash at any time.

You should therefore use your cash flow plan to enakre that your
business always hanoughcash to pay for your costs. You can make a
good profit in a year but still run out of cashidgrthe year.

There are many reasons why your business may nuof @ash.

) Sometimes you may have to buy raw materials or yayr
suppliers before money comes in. This means tsligoesout
before casltomesin to your business.

o When you give credit to your customers and theyhdbpay in
time whereas you need money to buy materials, pay gtaff,
electricity, rent and so on.

. You have to buy equipments, tools etc which is edetbr
production. Usually, you have to pay cash for ¢ggiipments
now before you start making a profit.

However, all of these problems can be solved byrpfey your cash
flow.

When you plan your cash flow:

) You have more control over the flow of cash

) You are in a better position to solve any probldrefore they
happen

o You are warned in advance about future cash shestag

. You can have cash ready when you need it
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3.1.4 How to Make a Cash Flow Plan

You can make a cash flow plan by thinking of

. How much cash will come in to your business eveonth

o How much cash will go out of your business everyntho
To make a cash flow plan for your business, folln example
below.

TOLA ENTERPRISES
CASH FLOW PLAN

CASH FLOW PLAN

= 1. Cash at the beginning of the
=  Month
2 2. Cash from Sales
O 3. Cash from other sources
4, TOTAL CASH IN
5000 5100
5. Cash out for Materials Costs 2500
6. Cash out for labour costs 450
- 7. Cash out for other costs
8 8. Cash out for buying equipments
e Tools etc.
» 9. Any other cash out
5 10 TOTAL CASH OUT

11. CASH MONTH END

3.2 Steps to Follow in Marketing the Plan

From the above example, you can see that step$ dre forCASH IN
while steps 5 — 11 are f@ASH OUT

STEP 1. Cash at the beginning of the month

This is the amount of actual cash you have on hamdl your bank
account at the beginning of January.

STEP 2. Cash from sales
This is the sales you expect to make in the momtdaouary. This

amount also includes the money you expect to doitem the previous
credit sales you have made to your customers.
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STEP 3. Cash from other sources

This includes the money you expect from other semirsuch as loan
from Cooperative, ‘esusu; or contribution, bank loan or interest paid
on your savings account. If you get financial sisgice from a family or
friend, write it in this column.

STEP 4. Total Cash in

Add up all the cash in from steps 1, 2 & 3. Thigeg you the total cash
you expect to come into your business in Janualgrdary and March.

STEP 5. Cash out for material costs

This is the amount you expect to pay out in Jant@aryuy goodsand
raw materials.

STEP 6. Cash out for labour costs

This is the amount of wages you expect to pay fwuryemployees
working in production.

STEP 7. Cash out for other costs

This is the amount of cash your business will payanuary for costs
such as rent, electricity, transport, salaries, stationeries and so on.

STEP 8. Cash out for buying equipment etc.

If you plan to buy any tools or equipment, go te gupplier, find out
the price and write the costs in this column.

STEP 9. Any other cash out

This is the amount of any other cash you think yviousiness will pay
out during the month. These may include loan repay, interest on
money borrowed etc.

STEP 10. Total cash out

Add up all the cash out from step 5 to 9. Thithis total cash amount

you expect togo out of your business in January and subsequent
months.
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STEP 11. Cash at the End of the Month

You should subtract the tot@lash Outfrom the totalCash into get the
amount of cash you will have at the end of the finont

The cash flow plan for TOLA Enterprises shows thatthe end of
January, they expect to have:

| Total Cash In | Total Cash Out | Balance Cash |
N5000.00 - N3900.00 = N1100.00

. If your Cash Flow Planshows that your business is likely to run
out of cash during the month, think about the el
guestions:

o If you buy on credit, can your supplier give yourmdime to

pay?

Can your supplier give you raw material on credit?

If you sell on credit, do your credit customers paytime?

Can you give less credit or give credit for a shioperiod?

Do you have to give credit at all?

Can you increase cash from sales during the month?

Can you reduce any of your costs?

Can you get a short term loan from your cooperatitiends,

family or your bank?

o Is it a must for you to buy the new tools or equamt? If yes, do
you have to pay for everything in cash? Can youiboy credit
or take a loan?

3.3 Business and Family

Another crucial aspect of cash management is howefmarate your
family affairs from that of your business.

Very often, most entrepreneursnix up their personal and family
matters with that of their business. This hasttethe collapse of many
businesses. To avoid this common but ugly sitaameake sure that:

. You keep your business and family affairs separate.

) Do not takeaway cashor products from your business as a gift
for family or friends.

o Paycashfor any goods you take away from your businesseith
for yourself, family or friends.

. Pay yourself and members of your family who work j@u

fixed salariesor wages.
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Employ only family members you carust, who will be hard working
and be a good example to other employees.

SELF ASSESSMENT EXERCISE

1) Define cash
2) Explain the cash operating cycle

4.0 CONCLUSION

You should also bear the following points in mind:
You can make youCash Flow Planfor a shorter or longer period
depending on what is suitable for your business

Always make a new cash flow plan before the old umes out. This is
the only way in which you can see how much cashawine inandgo
out.

5.0 SUMMARY

Always use your cash flow plan to make sure yousiress has enough
cash all the time. If your plan shows that there is no cash at theand
the month, it means you are likely to run out oflcghat month. Look

at the amount you expect to come in and, paythim# of how you can
solve the problem.

6.0 TUTOR-MARKED ASSIGNMENT
Write out the steps for Cash Flow Plan.
7.0 REFERENCES/FURTHER READING

Ekong, E.E. [1977].Evaluating Development. The case of Western
Nigeria. llesha: llesanmi Press

Rutherford, S. [1999].The Poor and Their Money. Manchester:
University of Manchester.
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1.0 INTRODUCTION

In the first twelve units, we discussed the varipadicies formulated
and the Institutions put in place by the governmentrder to achieve
economic growth via the development of the SMEswa#l as the
importance of record keeping. The policies formedatand the
Institutions established are of no use if the peaja not take advantage
of the system by starting their individual projeatsd following proven
guidelines in the management of the projects. Tdvd five units will
therefore be devoted to the studying of topics Whditexplain who an
Entrepreneur is and how businesses can be manageaptimal
utilization of resources and profit maximization.

Many authors have defined Entrepreneurship in ndiffgrent ways,
yet there is no single universally accepted definit Some of these
definitions given are looked into in this Unit.

2.0 OBJECTIVES

The objective of this unit is to explain the defiimm of Entrepreneur as
well as the functions. At the end of the study, ldaner would be able to
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define Entrepreneur and explain his role in theneony as well as the
environment within which he operates.

3.0 MAIN CONTENT

3.1  Entrepreneur and Entrepreneurship

Entrepreneurship involves the creation of valules,fdrocess of starting
of growing a new profit-making business, the prsce§ providing a
new product or service, and the intentional creaté value through
organization by an individual contributor or smghoup of partners
(Hisrich, 1986).

3.1.1 Definition

Oslon (1987), leaning on the classical theory o apitalists, see
entrepreneurship as risk taking. The entreprenguan innovative
individual who establishes and manages a busir@sthé purpose of
profit and growth. He says that the critical traift the entrepreneur
ranges from a keen sense for innovation, knowledfewhat is

important and what needs to be done to a high aote for

ambiguously unstructured situation. This serveattisidinal mode for a
moderate risk taker.

Entrepreneurship involves the harnessing of indi@iddreams and
imaginations to produce values in form of produatd services.

Entrepreneurs are, therefore, agents of changgrawdh as they act to
accelerate the economic growth, dissemination apglication of

innovative ideas. In doing so, they not only enseafficient use of
resources but also expand the boundaries of econactivities. In the
developed economies, entrepreneurs generate tvis-thi all new jobs;
account for at least two-thirds of all technologicanovations; and
influence more than two-thirds of the differenceseconomic growth.
In these days of globalisation and digital econosmall firms play a
crucial role in experimentation and innovation tlead to technological
change and employment growth.

An entrepreneur is one who discovers and decided apportunities he
wants to pursue and the risks he is willing ane ablaccept.

The entrepreneur somehow decides between time aneéynbetween

building his own and buying, whichever the oppottyms in order to
attain its goals.
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An entrepreneur is creative and this is the williegs to look beyond
products to ideas. Products and processes aretlumlyehicle through
which an idea becomes effective.

3.2 Risks Borne by the Entrepreneur

A good entrepreneur or business operator must ifgiefiour essential
kinds of risks:

1. The risk one must accept i.e. the risk that istboib the nature
of the business.

2. The risk one can afford to take.

3. The risk one cannot afford to take.

4 The risk one cannot afford not to take.

An entrepreneur is an initiator of a business. Tigator bears the
financial risks, designs the operations and managémf the business
Schumpter (1934) says for example, that the ergreur’s goal is to
develop new ideas, goods and services as well as methods of
production, identifying new markets, discoveringvmsources of supply
and developing new organizational forms.

3.3 The Role of the Entrepreneur
The role of the entrepreneur may be seen as follows

. The entrepreneur initiates an idea which if sudoésseates a
new industry and not just a new product. For eXantbe story
of the Xerox Corporation — one of the spectacutgent growth
companies in the United States is a breakthroughy.st The
process was developed to overcome a major reswairdffice
reproduction technology. The Haploid Corporati@s (Xerox
was then called) was a pigmy when it picked uppitoeess. Yet
it spent $40 million of borrowed money until it hagrocess that
worked; but the rewards are extraordinary.

o The entrepreneur diversifies the economy.

o The entrepreneur converts every opportunity intmesbing that
will meet the need of the consumer.

. Through research and development, the entrepreespiores
ways of developing local resources and encourdgmisuses.

o Entrepreneur helps in recognizing business oppibidsn
mobilizing resources and persisting to exploit éhepportunities
that are a necessary ingredient for self-employment
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. The entrepreneur is the agent who maximizes oppitiga for
capital investment.

. The entrepreneur is a pacesetter. He introduesphngboard
on which business developers lift up.

. The entrepreneur initiates new technology. For gtamnew
technology is being discovered in computer. Thi&s mow
globalized the world.

. The Information technology entrepreneurs have fnou
globalization removed distance following the popdaying that
“with Internet, there is no distance”.

3.4 Inducement for Entrepreneurship

Hisrich and Bush (1986) identified nine (9) factars the order of
importance as being significant for the inducemfamt entering into
business:

Achievement
Opportunity

Job satisfaction
Independent
Economic necessity
Wealth
Career/Security
Power; and
Status/Prestige

©CooNOOA~WNE

Stevenson (1986), in addition, observed that dcgrtent from one’s
job, dissatisfaction, inability to find a suitald#ternative, and financial
independence are motives for venturing into busiees

Gilad and Lavin address the issue of entreprengurffom the

behavioural perspective. Their postulations aremped on the
contingency school of thought, which assumes that énvironment
emits signals of “push” and “pull” variables. Foxaenple, people are
pushed into business through dissatisfaction wiiktieg employment,
class of employment and career set back.

On the other hand, they are pulled by the existeoicg@otentially

profitable opportunities and by the influence ofgrds, role models and
background.
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In relation to the environmental factors which pustirepreneurs into
business, Gilad and Lavin identified increase ireraployment rate,
higher quit rates, higher frequency of factory skotvn, decline in
income, shrinking labor market, high labour turngvencrease in
savings which is a potential source of self finaggiskill acquisition
through training programmes and provision of basftastructure that
would enable entrepreneurs exhibit their busineasan.

One may therefore be justified to say that entregueship arises as a
result of:
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Availability of opportunities: - This may be an opportunity one
may or may not have been looking for. It may beaificial
opportunity, power opportunity, career opportunitygkKill
opportunity, technological opportunity, etc.

Skill acquisition: - This is in terms of basic skills related to the
job one wants to venture into, for example, a wonk&o has
acquired sufficient skills in a given trade mayib@xicated into
entrepreneurship because of it.

The presence of basic infrastructure: -The availability of good
water, good road networks, electricity and otheniacamenities
encourages the growth of entrepreneurship and stheail scale
businesses.

Inability to find suitable alternative employment: - The
inability to find a suitable alternative employmerdn lead to
entrepreneurship. For example, a person who was $enior
management position in, say, an international argdion, will

find it difficult to condescend for a lower emplognt. Instead of
taking up another employment with lower pay andustahe/she
prefers to be self-employed. This may be in formnofovating
an existing product or service or creating a comeptenew one.

Job dissatisfaction: - As a result of frustration, humiliation,
dehumanization, poor pay, poor working conditionsad a
workplace, demotion, dearth of growth, etc. jobsdisfaction
may set in and this propels individuals into firglaiternatives.

Job satisfaction and skill development: -On the other hand job
satisfaction can result in entrepreneurship. Thisa because an
employee, who is satisfied, may be as a resulkidé sacquired,
savings accumulated, information networks, powet &ealth of
experience may not want these to waste. He ralbagps them
iInto some ventures.
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. Status/ Class of employment: Since there are different grades
of employment and different people have their stdébumaintain,
it will therefore be unacceptable to a productioanager if he’s
demoted to a factory worker he may resign to stést own
business.

. Increase in employment rate: -The increasing job insecurity act
as a catalyst in the creation of entrepreneurshife team of
graduates produced yearly is therefore encouraggdthie
National Youths Service Corps (NYSC) and the Nation
Directorate of Employment (NDE) to develop theirllskfor
entrepreneurship.

. High frequency of Retrenchment: - Some factories and
government Ministries retrench workers. When thapgens all
the laid-off workers must find alternatives.

. Increase in savings and wealth: Entrepreneurship may arise as
a result of appreciable savings and wealth. Savargl wealth
here may include finance, skills, knowledge, lamd #&uilding,
education, information, etc.

o Recognition and power: -The quest for recognition and power
may lead to entrepreneurship. For example, ‘| wanbe the
inventor of...” ‘I want to be the first person to...tce In other
words, people want to show off e.g. ‘I can do itdaso on. This
results in creativity.

) Independence: - The quest for pople to be independent will
make them to resign their appointment and startginkess on
their own. This will lead to financial independencsocial
independence, class independence etc.

° Training: - Drawing from the information world, all
entrepreneurs are able to explore and optimize lablai
opportunities for healthy competition. Universstigolytechnics,
research institutes and other special training itutgins,
including vocational training centers, ensure thigio conduct of
practical sessions of their courses in order topglrothe
entrepreneurship in the students.

o Other factors may include:High rate of labour turnover,
decline in income, and lack of job opportunities.

107



ENT 201 MICRO CREDIT POLICIESAND INSTITUTIONS

3.5 Environment of Business

The environment may be defined as the set of gkabk which are
influenced by and/or influence the system of irderelhe environment
Is characterized by complexity, turbulence, uneetyaand risk; hence
the need for the entrepreneur to identify and reizsy his/her own
relevant and negotiable environment from the casgadnvironment.
Purposeful business systems influence and areemfled by their
environment principally because the business systpuots are derived
from the environment and the outputs are consurgegtidoenvironment.
The entrepreneur therefore, needs to analyze th&oement on a
continuous basis because it offers both opporesdnd threats.

The environments of business can be internal (fhiano external
(macro) and these are inspired and maintained &yettirepreneur (a
person or investor who organizes or manages a cocrahandertaking)
after he/she has determined ‘what to do’, ‘how @oit‘when to do it’
and ‘Where to do it'. The micro business environtmmay include the
management structure and element such as laboehimeaand place
which interacts within the work setting. It is nesary to have an
effective mix of the elements to be able to maxemmoductivity and
profit.

The macro business environment may be classifieghgsical, socio-
cultural, political, moral, technological, economtidegal, religious etc.

3.5.1 Political Environment

The political environment is very important for tperformance of the

business. It has been discovered that the popadsins are those that
are politically unstable. The entrepreneur shouéivehidea of the

following:

. General political climate of where the businessraies: He
should know and avoid illegal goods/services. Fatance, the
Federal Government has sanctioned the importatiorexdiles,
men’s shoes, toothpicks etc. Unless an entreprekmaws this
he will not make a success in that area of business

. Trend towards general regulation of the industtyisTneans that
entrepreneurs should be conversant with all reguisitgoverning
the business of their choice and interest.

. Prices and income: Government makes regulationsiammum

wages and price control board. The latter is h@awvewot very
effective because of current currency deregulation.
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. Industrial relations: The entrepreneur should berawof the
regulations on labour relations, regulation on liaesion of
industries, registration of patent and trade méndschise,
regulation with respect to business practices enqimum,
wages, hours of work, quality of products, healtid safety
procedures.

3.5.2 Technological Environment

The more technological developed a community is, libtter it is for
businesses to spring up. For example, businessamate faster in
cities where there are facilities for growth thanthe rural areas. It is
easier and almost cheaper to start a cyber cdfégns than in a hut in
Delta State because of the technology already go&avhich is not at
Agbor.

3.5.3 Social Environment

The social environment comprises of the structdréhe population,
regional location of target population, change<lass structures, new
values and attitude to work, type of authoritysige and changes in
labour as well its mobility etc.

3.5.4 Competition

Every entrepreneur should know as well as take dbmpetitors’

activities into consideration when planning henaiés. Competition

may be stronger as a result of merging and acguisiproduct changes
and process changes. For example, if your conopetdiscover better
and cheaper processes of production and distributieey will outwit

you.

3.5.5 Physical Environment

As a result of the favorable physical environmentour country, the
following principal raw materials are available angrovide
opportunities for the establishment of industrigs &or:

)] Agro-allied: cassava, yam, rice, maize, soybearghton, beans,
groundnuts, vegetable oil, citrus and other fruNgelon, tea
leaves, cocoa, malt, sugar cane, ginger, garlicotimer spices.

1)) Building and road construction: bitumen, timber avabd, sand,
clay materials, limestone, ceramics, sanitary warmn
reinforcements, etc.
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Technological o

Technical know-how, raw materials,

Social (target populatidn, _
transport and society

communication, demand V\ /

Physical (Land area,

topography, rivers and lakes,
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Legal (Knowledge of policies, practices, regulations,
incentives, taxation customs and excise duties,
business import and export regulations)

Moral (Ethical values of the

Business Political (Political Intelligence;

governments — 3 tiers; political

Environ-

-parties; attitude towards private

enterprise; competitors behaviour

testing facilities, process technology,

research findings, technical

Economic (Soutces of fmaﬁce; banking

partners regulations; roles of development and -

3.5.6

commercial banks; economic intelli-gence

¢.g. finance, employment, GNP, pricing of

Tha)roduct; National economic policies

Economic Environment

The entrepreneur should be familiar with
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The general state of the economy e.g. Structurgusuehent
Programme (SAP) to salvage the economy and resen i
healthy course of reconstruction, growth and dgwalent;
foreign exchange market (FEM) for buying and sgllforex at
market determined rates.

National economic policies especially those retatm small and
medium enterprises.

Sources of finance and prevailing terms.
Banking regulations and special concessions tolsmtdrprises.
Roles of Development and Commercial Banks.

Economic intelligence — information on economichaties both
current and future.
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. Level of employment system and distribution of asing
power-income.

SELF ASSESSMENT EXERCISE

1) Give two definitions of an Entrepreneur
2) What are the roles of an Entrepreneur?

4.0 CONCLUSION

The Entrepreneur is needed to accelerate econonowtly in any
economy. Both positive and negative reasons canapundividual to
abandon his work and become an Entrepreneur wighibusiness
environment.

5.0 SUMMARY
The Entrepreneur is a risk taker who brings abouabvation in an

economy. The reward of his action is the profit thecrues to him. This
will further lead to growth within the system.

6.0 TUTOR-MARKED ASSIGNMENT

1. List the factors that induce entrepreneurshigsciss two of
them.
2. List the different business environment. Disduss

7.0 REFERENCES/FURTHER READING

Charles, O.U (2004)Becoming a Successful Entrepreneur. Lagos
Hedrix Production.

Siebert, J.C, (1989)Concept of Marketing Management. New York:
Englewood Cliffs Publication.
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UNIT 4 DEFINITIONS OF BUSINESS TYPES
CONTENTS

1.0 Introduction
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3.0 Main Content
3.1  Definitions of Business Types
3.1.1 Definitions of Small Scale Enterprises
3.1.2 Cottage/Micro Industry
3.1.3  Small Scale Industry
3.1.4 Medium Scale Industry
3.2 Nature and Characteristics of Small Scale Ppnsas
(SSES)
3.3 The Importance of Small and Medium Scale Eniszp
3.4  Overview of Performance of the SME in Nigeria
3.5 The Role of SMEs in the Nigeria Economy
3.6 Advantages of SSEs
3.7 Disadvantages of SSBs
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
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1.0 INTRODUCTION

An understanding of the definitions reveals thas idifficult to discuss
micro financing without a thorough explanation ofiav a business is.
The entrepreneurs’ ideas develop not just into yeted but industries,
which could be classified into Small, Medium or gear scale
Enterprises.

2.0 OBJECTIVES
The objective of this unit is to explain the difet definitions of

businesses. At the end of the study, the leaneuldhbe able to
differentiate between the different types of busses

3.0 MAIN CONTENT

3.1 Definitions of Business Types

Peter Drucker asserted that: “to know what a bgsins, we have to
start with its purpose. Its purpose must lie a#ghe business itself. In
fact, it must lie in the society since busines®mrrise is an organ of the
society”. The purpose of the business is to craatastomer. It is the
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customer who determines whether a business wilirme® or not. The
business is sustained by the customer’s willingnegsay for a good or
for a service that is produced.

Generally, a business may be defined as any or lagal
activity/activities that are performed in orderdarn a living and make
profit.

It maybe a commercial venture out of which the awrearn their living
by either producing or buying goods for sale.

It may also be defined as economic activity invodviproduction,
distribution, and or the exchange of goods andisesy This may be in
the form of socio-economic activities whose outpahnot be easily
guantified in organizations such as Christian asptdumanitarian
societies or voluntary organizations.

It can also be regarded as the activity an ind&idor a group of
individuals engage in with the hope of earning reseand profit.

A business (or enterprise), whether small or bigypte or complex,
private or public is created to provide goods/seryiat competitive
prices.

A business may also be classified as a system whighinkage of input
flows (energy, materials, or information), from @usce in the external
or internal environment, a transforming mechanism poocess (a
machine or a technical or human organization), famals of output or
outcomes, which are provided to end or intermediatgs.

Business can be broadly defined as the act of ptmiy distribution
and exchange of goods and or services. The wathéss can also be
used interchangeably with a firm or enterprisenm $ense that a firm is
an enterprise or organization formed for the puepafscarrying on some
kind of economic activity/activities.

In total, business is the sum of organised effbytsvhich individuals
and organisations engage in commerce and industprdvide goods
and services needed to maintain and improve tmelatd of living and
quality of the society’s needs, wants and desirds.performs the
primary function of efficient and effective alloaat of resources within
the economy. It is developed and managed by peaopgteoduce goods
and services that the society wants.
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3.1.1 Definition of Small Scale Enterprises

There is no universally accepted definition of Sralale Enterprise
(SSE). The classification of businesses into smadidium or large scale
IS a subjective and qualitative judgment. The d&din is country

specific and it is based on the peculiar needs a6 as the public
policies of the country.

Defining a Small-Scale business is a difficult thibecause of the
divergent views people have concerning the ternr. &@mple, the

United States provided, The Small Business Act (bBA 1953 and

defined the term ‘Small Business’ as ‘one whoseaye annual number
of employees ranges between two hundred and @fgne thousand five
hundred (250-1500) people. Also, qualitative stadd are sometimes
used in defining small businesses. The Act providedoutline for

gualitative standards. According to the Commitfee Economic

Development (CED), a business can be defined a#l boginess if it

has at least two or more of the following key feau

1. Management is independent. Usually the managersharsole
owners.

2. Capital is supplied and an individual or small grobolds
ownership.

3. The area of operation is mainly local.

4. The business is small when compared with the biggass in its
field.

5. Small share of the market that cannot influence atigvity in
most levels of the firms.

6. The Chief Executive generally participates activielymost level
of decision-making process and day-to-day operatbnthe
firms.

7. The Chief Executive can be known by all employdes® firms.

The common indicators as defined are: the sizepital invested (fixed
assets), value of annual turnover (gross outpum), @umber of paid
employees, the popularity of the three indicatoesives largely from
their ease of measurement.

In Britain, for instance, a small scale businesseiined as that industry
with an annual turnover of two million pounds osdewith fewer than
200 paid employees.

The United Nations Economic Commission for Asia dinel Far East
(ECAFE) defined ‘a cottage industry’ as an entesgogarried on wholly
or partly with the help of members of the familher as a whole or as a
part time occupation. The commission thereforangef Small-Scale
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Industry as one operated mainly with hired labaually not exceeding
fifty (50) workers if locomotive power was not used twenty (20)
workers if locomotive was used.

In Nigeria, the definition of SMEs varies from time time and
according to institutions. For instance, the CanBank of Nigeria
(CBN), Monetary Policy Circular 22 of 1988 definesinall-scale
enterprises (excluding general commerce) as ampgige whose capital
does not exceed N500, 000 and or the annual turrdnes not exceed
N5m. However, since 1990, due to the persistentedggtion in the
exchange rate of the naira, the maximum size otalapvestment has
been raised to NSmillion and the turnover to N2%&aml

In the 1990 budget for instance, the Federal Gawerm of Nigeria
defined small-scale enterprises for the purposecariimercial bank
loans, as those enterprises with annual turnoveexaeeding N500.000
and for merchant bank loans, those enterprises caitital investments
not exceeding N2million (excluding cost of land) @rmaximum of
N5million.

The National Economic Reconstruction Fund (NERFUNRIXs the
ceiling for small-scale industries at N10million.

Section 376(2) of the Companies and Allied Matt®ecree of 1990
defines a small scale company as one with:

a) Annual turnover of not more than N2m.
b) Net assets value of not more than N1m.

Thus we can say from the foregoing that a smalkeseaterprise may be
seen as an enterprise whose total cost, excludosg of land but
including working capital, is above N1m but not exding N10m.

The European Commission (EC) coined the term ‘Smaadl Medium
Enterprises (SMEs)’. The three components of M&Sare:

)] Firms with 0-9 employees are micro enterprises
1)) Firms with 10-99 employees are small enterprises
i) Firms with 100-499 employees are medium enterprises

The EC definitions are based solely on employmeather than
multiplicity of criteria and restricted to entergpei which employs less
than 500 workers.

In 1992, the National Council on Industry streamdinthe various
definitions in order to ensure uniformity and pued for its review
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every four years. The definition adopted used mlsoation of capital
investment and employment for categorization otistdy.

The definitions were first revised in 1996 and tihe2001 as follows:
3.1.2 Cottage/Micro Industry

Cottage/ Micro industry is an industry whose tofaloject cost,
(excluding cost of land and working capital) is notore than
N1.5million and labour size of not more than 10 &yees.

3.1.3 Small Scale Industry

Small Scale industry is an industry whose totajgmcost, (excluding
land and working capital) is above N1.5million kildes not exceed
N50million and a labour size of not more than 16{pyees.

3.1.4 Medium Scale Industry

Medium Scale Industry is an industry whose totalguts; costs of land
and working capital is above N50 million but doest exceed N200
million and a labour size of not more than 300 veosk

SMEs in ordinary parlance are business organizattbat have lower
capital base, turnover employment size and non istgdied
management style, in relation to large enterpriS84s deserve support
from governments, organized sectors and indeedivilesociety.

The specific objectives of the scheme are:

o To facilitate the flow of funds for the establishmef new SME
projects, reactivation, expansion and modernizatiar
restructuring on going projects.

. To stimulate economic growth, develop local tecbggl and
generate employment.

3.2 Nature and Characteristics of the Small Scale
Enterprises (SSES)

Every organization that is profit oriented has tbkowing broad-based
features: location, management, organization stractiegality, capital
base, marketing, management and product or semioétability.
However, there are some characteristics that areram to the Small-
scale businesses.
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o Small equity base

The equity base is small. This low capital does goe them any
advantageous position to enjoy economics of sealaiying, selling or
even production.

. Restricted Scope of Ownership: Most small-scalanasses are
run on the basis of one-man ownership except ferdecasions
where there are partnerships, limited liability gmies and co-
operatives. They are highly family centered.

o There is lack of credit and marketing facilities.

. There is over-dependence on imported technologycehdhe
general low output per head as a result of useazl lequipment
where applicable.

. They stimulate rural development.

o There is less sharing in decision making. Decssiare mostly
ownership based.

) There is greater concern for financial matters bahe difficulty
in expansion.
) There is the inability to separate private fundsrfrcompany’s

funds. This is a hindrance in the efficient rurmnof SSEs.

. Operators are reluctant in taking risks. This @stly because of
the origin of most firms which may militate againisé taking of
risks in new ventures.

. SSEs are more closely attached to the products ldlaiched
them thus they find it difficult to shift from whahey produce
presently to other businesses this may be regasi¢ide problem
of diversification.

. SSEs are product intensive i.e. they tie objectnlesely to the
line than to other matters such as the use ofaa@apital here
refers to money, machine and man).

) Low Literacy Level: Management is non-specializedhwsole

control of business functions like accounting, prcicbn,
personnel and marketing responsibilities restedirahvidual
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owner — managers. This is equally true of any peration but
small firms do not apply this well.

There is lower turnover and higher labour investmstio.
Although, there is no legislation stipulating howiech a small
company should earn in a year, experience has shbatnthe
annual earning of most small scale firms range fveny little to
amount mostly not exceeding 5million naira per annu

The employer-employee relationship tends to be nadlffecult
especially when it comes to recognizing and coimgct
inefficiencies.

Performance standards are almost impossible tdlestaand
enforce under the kind of informality that prevailsSSEs. In
other words, the large poverty level in technolagiand socio-
political arena results into low standard of living

SSEs have special problem with respect to growthoiporate
size. This is mostly due to the limited resourcad &nancial
vulnerability of SSEs which usually increases rathiban
diminishes the risks.

Limited Number of Employees: In Nigeria, firms witstaff
strength of one to fifty persons are categorizedsrasll scale
unlike in the United States of America where congsmith 500
persons are still taken as small firms.

Very Narrow Market Sphere: Small-scale enterprisesause of
their small capital base often concentrate on wengll markets,
which they can effectively service. Some of theenldon
convenient goods like soap, detergent, books, fobegerages,
home appliances, etc.

High Rate of Failure/Mortality: Due to the absewnéehecks and
balances, accurate accounting records, in soms,dageowner’s
inability to account accurately, he disburses fuinds his purse
as he wills without proper records. These typedirofis are
especially ripped with fraud hence failure.

They remain small because they are sometimes upagfathe
sources of funds made available by government.
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3.3 The Importance of Small and Medium Scale Ent@rises

The small and medium scale enterprises (SMESs) ererded a great
importance in both developing and developed natodriee world. The
United Nations agencies have for long realized ithportance and
potentials of the SMEs all over the world and htalen positive steps
to enhance the sector through agencies like UiNttns Development
Programme (UNDP) and United Nations Industrial Depment
Organisations (UNIDO).

In Japan, for example, small business firms hawen héentified as the
foundation of Japan’s industrial strength. The@eemploys 81.4% of
the total labour force and accounts for 56.1% efttital manufacturing
value added. They offer great support to the Jegsamdustrial giant.

In China, this sector provides 60% of total outplfertilizers, 57% of
the country’s cement output, 28% of big iron anéold crude steel and
67% of agricultural machineries.

In India, between 1984 and 1985, the sector pravif@% of total
industrial output, 80% of total industrial sectongoyment and 40% of
total export.

In USA, the importance of the sector cannot be @rephasized. The
sector provided 40 million jobs between 1984 an@419

In the United Kingdom a study revealed that smakibess provided
between 800,000 to one million new jobs or busieedsetween 1982
and 1986.

In Canada, the sector employs 50% of the labowefoiTo demonstrate
the importance attached to this sector, Canadaa mamister who is in
charge of the formulation and review of policiesd aprogrammes
related to this sector. The same applies in It&8lguth Korea and
Indonesia.

3.4 Overview of Performance of the SME in Nigeria

An appraisal of the performance of the SMEs in Nagyshows that past
governments have made some positive efforts onsgwor. For
example, it is estimated that SMEs account for a@@upercent of the
total manufacturing output. Specifically, the agftiural sector, which
largely consists of SMEs, employs over 60 percéth® gross domestic
product (GDP). Furthermore, SMEs are known to bgy\active in

promoting increased use of local inputs into eitihéermediate or final
outputs. Similarly, many SMEs have successfully péeld imported
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machinery for local usage, thus positioning theneshs veritable tools
for promoting technical know-how and developing igehous
technology. Finally, owing to the fact that SMEg anostly resource-
based and therefore, well dispersed throughoutcolmtry, they have,
to a large extent facilitated the opening up of thal areas and have
assisted to mitigate rural urban drift. The key &b these is
entrepreneurship development which translates istdasusiness. The
economy would have faired better in these areathaefe are more
entrepreneurs and more efficient SMEs.

The importance of small business sector in Nigesiddd be summarized
and includes the following:

. Employment generation: It brings about industrigd@nsion and
creates employment opportunities which make for edteb
economy due to high employment rate in the countryor
example, the establishment of an enterprise waldldo the
demand of human efforts in different areas.

. Development of local technology i.e. new techngldgigerians
are making new approaches to the provision of nm&shihat can
fabricate equipment for oil drilling and compressoiblock
molders, bakery and soap making equipment, farnts teq.
hoes, cutlasses, knives etc.

. Encourages the development and application of loeal
materials: This sector has attracted small busmess into
investing in the processing of farm products anderals.

o The sector encourages infrastructural developmeat the
localization of a small project can challenge tlowegnment to
extend the construction and maintenance of roa@strieity,
water and other necessities as an encouragemgnratidirection.

) The sector promotes indigenous enterprises: Tha\vsry vital
role in the area of growth and development. Foramse, a pure
water company will lead to the need for printersowtill print
the company’s name, address, NAFDAC and batch nisnbe
nylon bags production, sign writing etc. All theme likely to be
from the neighborhood of the enterprise.

o The sector encourages the growth and training al Iskills and
workers: There are young school leavers trainedetwe these
businesses in their communities who could riseeiwes bigger
organisations. Technology clusters, for instanoeu$es on the
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acquisition and development of the skills necessarrefficient
entrepreneurship. Such skills include:

Entrepreneurship spirit, characteristics and peaisyn

Ability to initiate ones own business.

Technical and other professional competence neefied
productive work and employment.

Managerial ability to run the business successfully

This sector specializes in manufacturing productsciv the
bigger firms or companies use for their productions other
words the sector supplies intermediate goods amndraterials to
the large scale industries.

This sector brings about the diversification of #z®nomy i.e. all
sectors of the economy are represented as the ditibs that are
neglected are taken up by the small investors.

The SMEs help to control rural/urban migration iveth the
establishment of businesses in local places; thge dfor
employment outside that environment is reduced hs t
companies in that environment will employ some led people
there.

They bring about the improvement of the standarivofg of the
people and the quality of life generally i.e. theegence of the
small businesses attracts the infrastructureshitiag about these
developments. For example the development in the
telecommunication sector in Nigeria has not onlyeated
employment but also enhanced business operatiahsrgroved

the quality of life of both rural and urban dwedier

This sector encourages the utilization and deveypmof
available local resources through improved productstorage,
reservation or conservation, processing, recyclipgckaging,
marketing, etc.

Promotion of production and development of consi@ss:
SMEs serve as major facilitators for industrialegat and rural
development. Any entrepreneur who wants to succeedt
think of how to improve already existing productsigces or
produce new ones that will be acceptable by thgetamarket
consumers.

Apart from skill acquisition, entrepreneurship leetp invent and
develop better technologies which the entrepremses instead
of rudimentary technologies production which uspgikeld low

outputs. The better and efficient technologiesettgyed at the
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cluster enhance the output of the entrepreneurircréase his
profit margin. Hence, the enterprises grow, expand create
more room for employment.

SMEs provide excellent opportunity for developiraugg talents
into great entrepreneurs and managers which aressaxy for
economic development. For example, this can beidtistrated
looking at the activities of the Nigerian Opportigs
Industrialists Centre (NOIC).

It develops better and more efficient technolodmsincreased
and optimal outputs of goods and services.

SMEs support industrialization policies for a ruuaban
economic balance in a country.

Through research and development, it helps in dgued local
resources and encourages their uses. This redogastation
and saves foreign exchange which transcends to teerbe
economy.

It discovers and develops better and optimal walysusing
economy resources for economic growth. There aneessmall
scale entrepreneurs who are into recycling. Thepnducts of
these thus become the raw materials of others.

Foreign exchange is also earned by exporting thlentdogies
developed in the “technology cluster” of a countyy. the
Silicon Valley Technology in America and New Yorlkaiking
Clusters are springboards for Nigeria's informatiechnological
and banking growth.

A well managed enterprise is the mother of manyeoth
companies.

3.5 The Role of SMEs in the Nigeria Economy

The role of SMEs is based mainly on the belief thath enterprises are
likely to:
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Facilitate the development of a broader base imadige
entrepreneurial culture for the country and a higleue-added
to domestic industrial production i.e. basis of thational
economy.

Boost employment as they employ a larger numbgreople per
unit of investment capital-intensive enterprises.
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o Enhance regional economic balance through industispersal,
including rural areas.

. Moderate rural-urban migration.

. Promotion of effective domestic resource utilizatio

o Facilitate managerial training for the unskilleddasemi-skilled
labour.

) Produce intermediate goods for use in the largerpnses.

. Stimulate and develop local technology and hengkdriquality
parts.

o Mobilize and utilize domestic savings.

) Increase efficiency by reducing costs and improviegibility.

. Expand export possibilities and substitute impeftsctively.

. Produce import substituting machinery and equipnfeapying

and duplicating multiplication of prototype machiypeand
equipment) for possible leasing.

3.6 Advantages of SSEs

o SSEs are relatively less capital intensive andefoee ideal as a
channel of faster growth in developing economies;

. They are relatively more flexible and can reactklyi and easily
to changes and special requirements and are therdietter
suited for launching new products, where scalepsration can
be made very small at the outset and allowed tamckin case of
success, thereby keeping risks under greater d¢ah@a larger
enterprises;

) The sizes of these enterprises enable greatemiliexiin their
management and are therefore viable testing grofmdsiew
techniques of production;

) SSEs can easily adapt to the local market and leoaices of
raw materials and may thus achieve savings in p@hsosts,
and are therefore more suited for promoting indaisttispersal
or decentralization of industries in rural areas;

o They are suited for mobilising small savings forogmtive
purposes, which would not be readily forth comimgbleast not
in industrial capital formation within the conteaf large-scale
projects;

) SSEs are more efficient than the large-scale pfanslising and

training a small number of skilled labour that ¢cenreadily and
effectively utilised;
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. They are likely to provide linkages between thgéarenterprises
and local producers of basic raw materials thraighproduction
for semi-skilled entrepreneurs.

. They are within the financial reach of many entesgurs as the
demand of the sponsors for the contribution of gis less
tasking.

3.7 Disadvantages of SSEs

. Under-capitalisation — The major source of finagcamall-scale
enterprises worldwide is owner’s capital. Mostgretors do not
allow outsiders participation. This owner’s furglusually not
enough for the funding of the business.

o Small size of SSEs — This often gives neither eragpement to
nor attracts the attention of outside interestvestors are more
interested in bigger and established companies thanvery
young ones.

. High risk rating — Nearly all SSEs are usually siisd as ‘high-
risk’ ventures by most lending institutions. Theg aonsequently
accorded very low priority rating in credit instiens’ lending
schemes. This problem is also often associatdd higth degree
of loan diversion to unscheduled activities andhhigite of
default in loan repayment.

. Low productivity among the SSEs — As a result abrpiinancial
base and smallness of their market share, the ptiwtdy of these
enterprises is generally very low. Competition bmees very
difficult in both factor and product markets.

. High mortality rate — SSEs fold up during theirstiryear of
registration or operation. The high rate of busgiilure among
the SSEs is ascribed to poor knowledge of project
conceptualization and implementation, and lack @nagerial
and technical skills.

. Dearth of tangible assets — SSEs and their owaeksddequate
tangible assets that could serve as collateraé¢ars loans from
private credit institutions.

. Inadequate quantitative data for decision making atrategic

planning. Even where these are available, the grineurs may
not use them.
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. Vulnerability to economic downturn and recessiofisey suffer
inability to cope with the demands of opportunitassing from
rapid economy.

SELF ASSESSMENT EXERCISE

1) List three advantages of SMEs
2) What are the roles of SMEs?

4.0 CONCLUSION

The contribution of SMEs to economic growth canrim¢ over
emphasised. It is therefore necessary for the govent to put in place
concrete strategy to forestall their failure.

5.0 SUMMARY

The advantages of the SMEs are many but it requihes the
practitioner be dogged to be able to enjoy benditirt must also be
made by the SMEs practitioners to overcome the dueatages;
otherwise he may fold up the business.

6.0 TUTOR-MARKED ASSIGNMENT

1 List the disadvantages of SMEs.
2. What are the characteristics of theES®I

7.0 REFERENCES/FURTHER READING
Edwin, F (1979)Management. Massachusetts: Allyn and Bacon Inc.

Harold, koontz, (1983Management. Tokyo: McGraw — Hill Co.
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1.0 INTRODUCTION

In the first twelve units, we discussed the varipo$icies formulated
and the Institutions put in place by the governmentrder to achieve
economic growth via the development of the SMEse Tgolicies
formulated are of no use if the people do not takgantage of the
system by starting their individual projects andldi@ing proven

guidelines in the management of the projects. Tdv five units will

therefore be devoted to the studying of topics thgit explain how

businesses can be managed as well as the optimiaatign of

resources.

Mrs. Abeni employed her husband as the Managingdr of her
Company as well as three of her children as Marsagérdifferent
departments. The husband rarely comes to the offieas always in the
drinking bar. The children on the other hand, ilteir friends to the
office and spend a substantial number of the officars watching the
television.
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Mr. Chucks employed his brothers and sisters oari foroject worth

over N3million. After two years of practice he hadsell the farm since
the brothers mismanaged the funds. He acquirechanéarmland and
started a fish farm project which is very buoyamtl gsuccessful. He did
not employ any member of his family. He has somesqenel with

defined roles and they all report to the Managédrows a well-trained
Acquaculturist.

It is therefore pertinent to put in place well-mged team to be able to
achieve in spite of the non- human resources diaila

1.0 OBJECTIVES

The objective of this unit is to explain the ei#ict management
procedure that will benefit the SMEs, such as plamnstaffing and
directing. The leaner should be able to explaindifferent management
procedures and apply them when necessary.

3.0 MAIN CONTENT
3.1 General Management Practices in Small Scale Biness

3.1.1 Definition

Business Management refers to the efficient allonatnd utilization of
available resources to achieve the predetermineds gof a business.
Successful management of small-scale business mdgdrribed as the
profitable use of those factors that are necessappnduct a business
successfully.

All business organisations irrespective of thezesand nature apply the
same general management practices. Managementippsicand
functions of large corporations are also applicabde small-scale
business. This does not mean that the principidgpaactices should be
rigidly adopted in all cases, but should be adafidtie particular needs
of the firm

Meanwhile, effective management of any businessrprises will
require careful and systematic planning, organisstgffing, directing
coordinating and controlling of the enterprisesvaots.
3.2 Planning in Small & Medium Enterprises
Planning is the most basic of management functidihss a decision-

making process that addresses the specific featheentrepreneur
desires for his business.
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3.2.1 Planning Process

Planning Process involves:

1. Determining objectives

2. Examining the environment and forecasting changes

3 Developing methods (policies and strategies) thktbhe used to
achieve the objectives.

Benefits of Planning

Planning is important in view of the benefits oéér
Such benefits include:

Provision of rational, efficient and timely data

Coordination of the objectives / purpose of thenfir

Setting of objectives / purpose for the firm pwpo

Effective Control

Prompt and Improved decision-making timing

Optimal acquisition, maintenance, utilization, dspl, and
replacement of physical and human resource.

3.2.2 Components of Planning Process
The main components of the process include:
. Objective:

The objective of the firm is to convert the missi@md the vision of a
business into designated performance outcome. c@lgs are
predetermined statements that commit the entrepret@ produce
specified results within a specific time. Perfonoa objectives must be
stated in quantifiable levels and must contain Gdead for
accomplishment

Objective may be set in areas such as market shaneyation,
productivity, financial and physical resources, agement performance
and development. Others are profitability, workfpanance and social
responsibility.

Good objectives of a business must be

° Clearly defined
° Challenging
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Understood

Flexible

Related to broad goals
Attainable

Acceptable
Environment

It is important for the planning process to recagnihe need for
establishment of a formal linkage between the m@krand external
environment. Environmental analysis requires ainmss to predict
among others the competency of the business ovemeiitors in
absolute and relative terms.

) Market analysis

. Changes in socio-economic environment

. Reaction of the owners, suppliers, competitor, govent etc to
successful implementation of the planning.

. Changes in technological environment and its impactthe
business.

Environmental analysis will single out critical gdepment within and
outside a business and relate them to business ptastrategies.

3.2.3 Business Strategies and Policies

Business strategies are the actions that the eatrepr and management
take in order to achieve the strategic and findraligective as well as
the mission of a business. Strategies such asetadncentration,
market development, product development, innovatiborizontal
integration, vertical integration, product develgnt)y turnaround,
divesture and liquidation are principal grand stgas, which could be
used to achieve long-term objective.

Policies: Formulation of policies is an importadpect of planning.
Policies are standing plans that guide actions dedsions in an
organization.

Formulation of definite, stable and flexible podisi will provide
continuous framework for the conduct of individuats a business,
ensure consistency of actions, provide directiartiie business, enable
a business to conserve its resources, foster faltrbehavioural
climate and assist in delegation of authority.
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Policies may deal with strategic issues such adymtion, marketing,
personnel, purchasing and financial. Less strategsties such as
dressing, appearance etc may also be implementaagth policies.
Many business policies are written policies i.eythre stated in writing.
These policies are more definite and prevent oonfind confusion.
Policies may also be unwritten. Unwritten police® not stated but
based on the particular actions undertaken by therator of the
business.

For policies to be effective they must be realjstittainable flexible,
consistent with objectives, strictly followed commncated, understood
and motivating.

Policies can be stated in general terms i.e. bpméidies. Such policies
relate to the business as a whole and expreswyét=albpurpose. For
example, the policies of Total Quality Management

Policies may also be expressed in specific termspecific policies.
Specific policies are usually affecting the operatiof departments.
Examples are:

4. Marketing Policies: Market segmentation, produe,l product
differentiation, customer and channels of distidnt selling,
pricing and promotion policies.

5. Research and Development: stages in R & D target f
improvement, depth of research, offensive or devensiake or
buy research, limits on total commitment.

6. Production Policies: Extent of integration prodoict system,
technology, and capacity etc policies.

7. Purchasing Policies: Make and buy, vendor, coaitthn policy.

8. Personnel Policies: Manpower planning, Recruitmselection,
Training and development, remuneration, and Indlgtlations
policy etc.

9. Financial Policies: Sources of finance, financgifucture,

investment and dividend policies.
3.3 Organisation in Small Scale Enterprises

Strategy and policy execution depends on goodnaterganisation and
competent personnel. To organise is to differémtzand integrate work
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activities. Managers take five fundamental decisiowhen they
organize.

These decisions include:
o Working Analysis: Analyse the total workload into tasks that
can be logically performed by groups or individuals

) Departmentalisation: Grouping of employees and tasks in a
logical and efficient manner

. Assignment of work to members of the firm accordingtheir
capabilities and interest. In a small busines® often finds
absence of specialisation, in fairly large orgaisg it may be
impossible to assign many functions to an individttzere may
be need for specialization.

o Delegation of Authority: This is the assignmentaothority and
operating responsibility by the superior officer tthe
subordinates. Decisions must be made by smallescal
entrepreneur in respect of the extent of delegati@me of the
problems faced by small-scale entrepreneurs issstresulting
from lack of delegation. Delegation will create feffective
management.

. Setting up mechanisms for integrating departmeaavities into
a coherent whole and monitoring the effectivene$sthat
integration. This process is known as coordination

3.3.1  Work Analysis and Departmentalisation

The work analysis is the linking of business stygtgplan) and

organisation design in order to achieve the orgaioisal goal. The
activities that must be performed for the achieveine the business
plan objectives would be listed. This grouping tbge of these

activities into manageable divisions is referreasalepartmentalisation.
Examples of which are:

(@) Functional Structure: This is common in small business; it
involves division of the business into functionalita such as
production, marketing, finance, personnel etc

(b)  Geographical Structure: Organising the business on the basis
of geographical areas or territories covered.

(c)  Product Structure, Grouping activities along bussnand product
line.
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(d)  Process Structure: Grouping activities on the basis of specific
production processes undertaken.

(e) Customer Structure: Establishing units on the basis of
customers service

In small business organisations, employees ardylike undertake
variety of jobs however, business owner shouldéwark overload. In
addition, the principles of organising must be c8lyi followed in
designing organizational structure. Such pringphelude:

Hierarchy of Authority

Unity of Command

Clearly defined authority and responsibility
Clearly defined chain of Command
Appropriate span of control

Usually, the entrepreneur in small business wiktreise line authority
on all the workers within a company. This is thénuhte authority to
decide, act, approve, command or disapprove dyrextlindirectly all
activities, performed by individuals in an orgatisa (see figure 1).

As the business grows, this line authority may d@glimented by staff
authority. This is the authority to advice, recoemd or service the line
authority. E.g. Personnel, Corporate Planning,aDRtocessing are
examples of staff authority, (see figure 11)

Entrepreneur

Workers

Figure 1 (Small Organisation)

Entrepreneur
\4
Production | | Marketing Personal Data
Officer Officer Officer Processing
Officer
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Figure 2 (Growing Organisation)

Irrespective of how authority is centralised by #@repreneur at the
top, authority and operating responsibility musteéegated.

Delegation of authority is the passing of authoréyties and operating
responsibility by the superior officer (entreprenet the subordinate.
The delegation of authority is necessary for tHeative functioning of

a business; no entrepreneur can personally or aetplsupervise all of
what happens in a business.

Decisions must be made on:

(@) What to delegate

(b)  When to delegate

(c) How to delegate

(d) Whom to delegate

(e) The extent of delegation

One of the fundamental principles of delegatiotihesparity of authority
and responsibility. No person should be held resibs for a job unless
he is given sufficient authority to execute it amone should be given
authority more than his responsibility.

Most small-scale entrepreneurs are faced with problof inadequate
delegation. By delegating sufficient authoritytrepreneurs will relief
themselves from operating tasks and concentrate@e important and
strategic functions, profitable decision makinglowal for flexibility,
motivate employees, create opportunity for trairengployees, etc.

3.4 Coordinating

This can be regarded as a management function lhsasvan essential
component of an organisation. Coordination ensthiatsthe different
activities of a business are systematically integlta It is required
because there are different specialised units dwed fanctions are
interrelated as well as the difference in humamdpei

In achieving effective coordination, there is ndeda clearly defined
authority and responsibility. Rules and regulationsst be spelt out and
strictly followed. In addition, effective coorditian can be achieved
through:

. Group meetings, committees etc
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o Participative management Style
° Effective Communication

. Discipline

. Informal Communication

3.5 Staffing

Organising is regarded as the first step towarggamentation of plan.
This management function will create organisatiosijoons that must
be filled by qualified personnel

The existence, survival, growth and profitabilifyaobusiness depend on
the role played by human resources, hence propaffingt will
contribute to the overall success of a businedfirgian the process of
filling organisational positions with the right gen at the right time and
incurring the minimum possible costs. Staffing nb@yregarded as part
of organising or separate function of managemerttichv requires
ensuring that the personnel needs are constantly agpropriately
fulfilled.

3.6 Directing

This is the function of supervising activities otibsrdinate, and
individuals. It entails issuing instructions usitige tools of leading,
motivating and communication

The formula for good management of small businessmple enough:
to develop a sound plan, design appropriate orgaorgl structure, to
implement the plans and monitoring the performaotc¢he business.
Good leadership is a pre-requisite for effectiveoaeplishment of these
tasks. An entrepreneur has different leadershgsrto play; he is the
chief risk bearer, chief administrator and strategylementer, and
crises solver etc.

Motivational strategies should take into considergtthe following:

0] Motivation should reward good performance

(i)  Entrepreneurs must always recognize good perémce

(i)  Employees must know what they should do tadearded

(iv) Employees must be informed what they are dowmgng that
withholds their rewards.
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(v)  Reprimanding a subordinate should not be opesmould seen as
corrective measure rather than humiliating the sdibate.

(vi)  The entrepreneur must be fair in dealing vétibordinates.

Motivation for example, enables business firms étain and attract
gualified manpower. In addition, productivity omployees can be
achieved through effective motivatiorStrategies for motivating
employees include monetary Incentives: salaries and wages, bonus,
profit sharing incentive, commission as well \A&lfare Schemes for
Staff.

COMMUNICATION: This is the transmission of ideasgssages and
instructions between the receivers and the senddéus.entrepreneur
directing a business must communicate with botarnal and external
groups. Communication is the lifeline of every amgation, it is the
lubricant of any organisation. Any organisation tthéails to
communicate properly must be prepared to face tmseguences of
ineffective communication

An entrepreneur must instruct, explain, train, infoand sometimes
demonstrate what the workers must do.

3.7 Control

Organisation consists of people interacting coNety to achieve
specific goals. By joining an organisation, indiwads subject
themselves to control in order to make the colecéffort feasible

The word control refers to the process of measuraugnparing and
correcting actions of subordinates to ensure thkatspfor the business
are fulfilled. It is dynamic process entailing:

0] Setting of Standards

(i)  Maintaining current operating records for compariswith
standards and

(i)  Taking corrective measures when and where necessary

Control differs not only in the activity being coolfed but also in the
character of control used. Hence, control shoelédapted to suit each
specific situation. Control of sales, inventoryntol, control of
expenditure, strategy control, control of executwevelopment are
examples of control systems and each requiringndisapplication.
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3.8 Decision-Making

People of all levels in an organisation must cartbtamake decisions
and solve problems. An entrepreneur is a decigiaker. Decision-
making is an important activity at all levels of magement and for all
aspects of management. Managers must make deisioplanning,
organising, staffing, coordinating, directing andontolling of

organisational activities. Decision-making invave

0] Investigation of business situations. Thatpspblem definition,
diagnosis of the problem and identification of alipe.

(i)  Development of alternatives. Generating sufficiatternative
courses of action.

(i)  Evaluation of alternatives to determine whetlihey are feasible
and the extent to which satisfactory solution cooédobtained.
In addition, the possible consequence of thesenaltiees for the
rest of the business must be evaluated.

(iv)  Choice making. This involves the selectiorook best alternative
from available courses of action.

(v)  Choice implementation. Once the best availaiternative has
been selected, managers must implement the chtisemasives.

(vi) Decision Monitoring. After decisions have beenade, the
decision maker must attempt to monitor the impletaigon of
decisions to ensure that things are working acogrth plans.

SELF ASSESSMENT EXERCISE

1) Outline and discuss the steps in planning in a Isrecdle
business.

2) Management principles of large corporations caratbepted in
small scale enterprises. Do you agree? Why?

4.0 CONCLUSION
It is very important for the Entrepreneur to havewall-spelt out
objective, line of communicating with the stafft@racting with them

and rewarding them. This will enhance productivdagd objective
achievement.

136



ENT 201 MODULE 3

5.0 SUMMARY

The use of the management practices explained ahelps the small
scale practitioner to achieve the set objectivesntiist interact with his
workers and see them as valuable assets to thaisatjan rather than
objects that he can discard and hire at will.

6.0 TUTOR-MARKED ASSIGNMENT

1 Discuss the major methods of achieving ef#ectioordination in
small scale business.

2. Briefly describe the leadership roles of atrepreneur in a small
scale business.

3. How can a small scale business operator acheffective

motivation of employees?
7.0 REFERENCES/FURTHER READING
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1.0 INTRODUCTION

The management of business organisations is toapsiMany of the
traditional management practices are being subetitwith new ones, it
is therefore crucial to small business operatorgléarly understand
some contemporary management practices that arbergfiag to
business operators. The main contemporary practiee are addressed
in this unit include:

. Time and stress management
. Social responsibility and ethics
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20 OBJECTIVES

At the end of this unit, the learner should be dblallocate time and
manage stress effectively.

3.0 MAINCONTENT

3.1 Management Practices. Time and Stress Management

3.1.1 Timeand Stress Management

Time management can be defined as the art andcscieh using
valuable hours prudently and effectively to achiepersonal,
professional and organisational objective. It imes, taking time to
save time. Time management requires systematimapip to managing
programmes, projects, activities and schedules.

Time is very important like many other resourceghsias money,
materials, men, machines and information. In fads more valuable
than other resources. Unlike other resources omlg has an absolute
and finite limit. Everyone has 60 seconds in aivwery day. Hence,
time is inelastic, perishable and cannot be stard converted to
another source.

Recognising the impact of time in attainment ofductivity, managers
do not only plan their work but also their time.otlérn techniques such

as organisation and methods, motion study, worksoreanent are used
to reduce unproductive time of employees.

3.1.2 Benefits of Time Management

Proper time management will yield benefits such as:

Efficiency of work

Development of employees
Elimination of productivity bottlenecks
Increase job satisfaction

Result in higher return on investment.

3.1.3 Causesof Time Management

The major factors leading to time management cdrstasl below:

. Unclear job goals and requirements
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. Constant interruptions e.g. A parade of visitorad dots of
telephone calls

Excessive meetings

Inadequate staffing

Lack of planning and organisation
Misplaced priorities

Failure to delegate

Procrastination

Inability to say ‘no’

Excessive socialising

Lack of concentration and, distractions

3.1.4 Management of Time

To manage time requires recognising the symptoms tiofe
mismanagement and adopting appropriate managenymtcapable of
achieving effective time management.

The main symptoms of time mismanagement include:

. Missed deadline. Being late with important comnaitrn
. Excessive stress resulting from work overload andrkw
pressures

Self doubt, pressure and tension on the job
Sleepless night

Exhaustion i.e. to be tired unnecessarily
Working for longer hours

Numerous crises

Low productivity

Negligence or perfunctory tendencies

Poor quality of output

3.1.5 Achieving Effective Time M anagement

The only way to achieve effective management ischange the
management style in such a way that effective tim@agement will be
achieved. Here are some ideas:

. Planning for your best work hours i.e. a time yos a best.
) Maintain adequate staffing to avoid work overload.
) Redesign work place to facilitate efficiency. THéae should be

made conducive for concentration and favourablenteraction
e.g. sit where distractions will be minimal; keepference
material at close range.

o Limit your interruption by reducing unexpected tass and
phone calls, set aside some hours for meetingisitens.
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o Control meeting. Invite only people who will cotwite, publish
agenda in advance, establish time limit and adisénetly to
them

. Improve your reading and scanning skills

. Overcome procrastination and paralysis by settimgit | for
completion of tasks.

. Delegate authority to avoid work overload

. Insist on completed staff work

) Simplify your day by avoiding work overload and ovasking
your capabilities

. Develop record keeping for jobs. At the end ofag,ddevelop a
list of activities for the next day and assign @ity ranking to
each

o Training and development of employee, on produgtivi
improvement and time management

. Insist on the completion of each day’s task

. Use productivity tools and equipment, if available.

3.2 StressManagement

Stress is a state of physical or mental tensioultreg from factors that
affect the body’s equilibrium or the body’s reaatio either pleasant or
complement simulation (Barry man Fink, 1989).

At personal level, stress can have variety effeatsying from mild
irritability to total disability. Medically, stresshay lead to hypertension,
cancer, diabetes, diarrhea, excessive heart-beatjakbhes, insomnia,
sexual impotence etc.

Stress can also affect people’s relationship dedstyle. It can also lead
to irritable feeling, alienation, conflict, emotian outbursts, family
problems, divorce, etc.

At organisational level, stress can lead to acdglehigher workers
compensation, disability, higher medical and ineaeacosts, higher rate
of absenteeism and turnover, lower group moralepua unrest and
losses in productivity.

3.2.1 Management of Stress
Like time management, effective management of stresquires

understanding the symptoms and causes of stréshe symptoms are
identified, corrective actions should be taken toimise the stress.
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3.2.2 Symptom of Stress

The non-typical behaviour of staff that clearly icates stress include
lack of appetite, inability to sleep, constanttabile feeling, inability to
sit and relax, anger, bursting into tears, impagendrug abuse,
headache, excessive smoking and drinking, low curaton, frequent
self doubt, feeling of dread, feeling of tirednesegasy feeling, high
blood pressure, frustration, nightmare, absenteaggressiveness etc.

3.2.3 Causesof Stress

The main causes of stress can be discussed umdemtiain headings:

. Personal Sources. Problem such as family problems and the
style of individuals may lead to stress. For ins&g highly
emotional, aggressive, impatient individuals areremprone to
stress than others.

. Organizational Factors. These may arise from the nature of the
work, i.e. insufficient time, monotonous jobs, Highisky jobs,
lack of trust, role conflict and ambiguity, poor magement style,
work overload, lack of training, lack of promotigror planning,
poor communication, etc. are examples of orgamisati stress
producing factors.

) Environmental Factors. Business firms operate within an
environment. Events that occur within the environmenay
result to stress. Such events include noise, cedwabndition,
uncomfortable temperature, inappropriate lighteninguir
pollution, uncomfortable furniture, competition.

. Reducing Stress: The negative effects of stress can be minimised
by means of the following categorised practices.

) Individuals. Coping with stress by means of
Non competitive physical exercise.

) Socialise with people other than co-workers.

) Open up to others by discussing freely your proklefears and
frustrations with those who care about you.

o Restrict the number of meetings you hold.

. Delegate responsibilities to reduce work overload allow some
measures of flexibility in the use of time.

. Develop a network of social support system thropgisitive

thinking, trust and have confidence in people.
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o Moderate your life changes. Too much unexpectedngdsm
produce stress.

. Protect your idle leisure time by making hobbiesrysocial life,
not talking.

. Avoid setting unrealistic goals and use of drugsheck stressful
events.

. Pace yourself and allow for certain amount of thékly in your
day’s schedule.

o Practice good nutrition by feeding appropriatehthwbalanced
diet.

. Practice the style of time management.

. Train yourself on objective setting and adherectyrito your
plans.

i) Organisations. Organisational sources of stress can be
minimised by means of

) Proper selection and placement to screen out khaals who are
prone to stress and match individuals with thepatalities.

. Train employees on how to minimise stress.

) Improve organisational internal communication tduge anxiety
and uncertainty.

) Develop people oriented management style.

o Clarify role expectation.

o Implement employee’s assistance programme.

iiil)  Environment: Environmental sources can be minimised by:

o Anticipating stressful period and planning for pgoprrangement
of the work environment in order to provide a saiad
comfortable working environment.

. Redesigning jobs where necessary to motivate wsrkard
reduce work overload.

3.3 Social Responshbility in  Small Scale Busness
M anagement

Social responsibility and business ethics are qotscethat are
fundamental to the survival of any business in twntemporary
business environment. Social responsibility anécathssues form daily
component of business activities. They are inwblire all facets of a
business: decision-making, arbitration, marketinfipance, sales,
performance appraisal, leadership, etc.

Social Responsibility: Business social respongibfibcuses on what an

organisation does that affect the society in whichxists. The term,
“social responsibility” can be described as thelliigent and objective
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concern which restrains individual or corporate debur from
ultimately destructive activities no matter how ieuately profitable,
and leads in the direction of the positive contifiu to human
betterment (Andrew, 1977).

The theory of social responsibility holds that asibess should be
socially responsible to a number of groups such as:

. Owners, by maintaining a high level of efficiencynda
effectiveness leading to growth in investment aetdms.

o Employees by making the work environment a bettace to
achieve the personal goals.

o Customers, by producing the required product abrdéble

prices, refraining from unfair trading practicesaggeration, and
misrepresentation in advertisement.

o Government, by contributing to government revenue,
accelerating economic growth and complying with tlegal
environment requirements.

) Creditors and suppliers settlement of claims at appropriate
time.
) Larger Society; contributing to development of gaxiety and

observing ethical ideas.

Investment in social responsibility will bring aliothe following
benefits.

o Long run profit maximisation

. Enhanced public image

o Long run viability

. Prevention of government restrictive measures.
. Possibility of increasing profit in future.

Some of the social issues confronting entreprenauxsgeria include:

. Ecological issues. Business firms must reduce or eliminate
problems resulting from technological breakthroughssuch
problems include pollution, solid waste or refusdygion, water
pollution and noise pollution.

o Consumerism: The reaction of consumers to business injustices

and their effort to have those perceived injustiegsedied. Such
injustices include lack of production information.
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o Minorities and the poor: Discrimination of the mriti@s and the
poor considered disadvantaged must be avoided. pranare
discrimination in hiring, training and developmemportunities.

. Business Ethics: Engaging in good, right, and moral business
practices.

Small business can respond to these social issties b

. Ensuring minority hiring and equality in treatmeritwomen in
employment.

o Taking specific steps of combat pollution such esating of
stream water by installing pollution-control.

) Providing more consumer information and improvingpduct
safety.

Finally, in planning and evolving social responiéipiprogrammes, the
following phases of activities may be suggested:

. Awareness within the organisation on the need fod a
importance of social responsibility in  small busise
management.

o The entrepreneur involvement in social respongybithrough

specific charitable contributions, actions and siecis.

. The entrepreneur may appoint an officer to cootdinsocial
responsibility.

. Social responsibility is incorporated into the abpjee of the
business.

. Periodic appraisal of social responsibility perfarme and

) Utilizing the report for reward system.

SELF ASSESSMENT EXERCISE

What is time management?

40 CONCLUSION

The implication of this theory is that a businebswd not seek profit

maximisation only but should maintain an equitablerking balance
among some interest groups. Part of the profitdemiay a business
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should be diverted towards betterment of the spcfébntribution of a
business to the betterment of the society will mékeasier for the
business to grow, survive, and make everlastingtpro

5.0 SUMMARY

Time is very important like many other resourceghsias money,
materials, men, machines and information. In fads more valuable
than other resources. Planning includes social oresbility
programmes as well.

6.0 TUTOR-MARKED ASSIGNMENT

1. Discuss social obligation of organisation.
2. What is stress management?

7.0 REFERENCESFURTHER READING
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1.0 INTRODUCTION

Mr. Ade sent a boy to spy the activities of his patitor so that he can
outwit him. Mrs. Adio on the other hand, bought tiade produced by
her competitor and soaked them in water for sonys tafore repacking
them for sale as the original product of her comgetThe firm lost all
its customers.

TOLANI Company got loan from friends and the bafike money was
squandered by the management. They declared theasty bankrupt.
Mr Adio produces paint. He let his waste produate ithe stream that

runs behind the factory, which is also the sourcdrmking water for
the neighbours. He felt unconcerned.

20 OBJECTIVES

The leaner should be able to explain the respditgilof a Small and
Medium Enterprise to the people and the environntesiocated.

3.0 MAIN CONTENT

3.1 Management Practicesin Small Business

3.1.1 Business Ethicsin Small Business M anagement

A strong organisational culture founded on ethmahciples and sound

values is a necessary foundation for organisatisnatess. Business
ethics is the study of people’s rights and dutitbe, moral rules that
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people apply in making decisions, and the naturé¢hefrelationships
among people (Stoner, Freeman and Gilbert, 1996).

In business, ethical issues can fall into four neategories:
o Societal: At societal level, ethical issues determine thesmixto

which the social system, economic system and paligystem of
a country have been based on sound ethical prexipl

. Stakeholder: Every company has an ethical duty to its
stakeholders — owners, employees, customers, supEnd the
community.

) Internal Policy: This relates basically to the company’s relation

with its employees. Here, issues relating to thhicst of
employment practices of the company will be addréss

. Personal: Individuals deal with one another. Most of these
interactions have ethical implications, individua@scientiously
or unconscientiously follow ethical guidance.

Meanwhile it should be noted that business withcathstandards is
active rather than reactive. Such business willeh#twee primary
advantages:

. General greater drive and efficiency
) Attract high caliber of people and
o Develop profitable relations with its constituerscie

In view of the above mentioned benefits of sounkicat practices,
entrepreneurs must be able to see ethical issutke iohoice they face,
make decisions within an ethical framework, buildd amaintain an
ethical work environment.

The following are some guidelines for sound ethpraktices:

. Maintaining good, moral and right relationship wegmployees
e.g. clarity of communication, enforcement of cogte policies,
good faith, bargaining, adequate compensation qgfil@yees and
affirmative action of the right employees to beatesl equally
without discrimination.

. Ethical financial reporting i.e. avoiding frauduleaccounting
reporting.

148



ENT 201 MODULE 4

o Ethical Advertisement Preventing deceptive and iunfa
advertisements, such as making false claims abeuprtoduct or
service.

. Maintaining confidentiality of individual and corpaie records.

. Avoiding unethical actions and decisions in dealimgth
customers.

. Discouraging gratification and kickbacks, i.e. eotion of bribes,

gratification and kickbacks within and outside business.

Finally, to build an ethical work environment in glfrscale industries,
the following may be suggested:

o The entrepreneur must lead in maintaining and ebsgrethical
business practices by setting good, moral and riglginess
practices for organizational members to follow.

o Ethical codes and standard of the business musprogerly
documented in writing and dissemination. A good waly
informing employees of ethical standards is the leyge
handbooks.

o Entrepreneur must design a system of monitoringaomtrolling
ethical behaviour in his organisation. This mayude:

. Careful screening and selection to ensure that @yepk with
moral ideals are employed.

) Maintaining fair and equitable treatment of emplkesje to
guarantee their loyalty.

. Helping employees emotionally to overcome tempratim
behave unethically.

. Physical security, i.e. limiting employees’ accdssvaluable
documents and business secrets.

. Designing effective internal accounting and adntiais/e
control systems.

. Formalisation of agreement between the entreprerenu
employees to protect business secrets.
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o Education and training of employees on ethical |s&leend
practices.

. Periodic monitoring of organisational practices.

. Prompt reporting of violation of company officighecal ideals

and giving guarantee of anonymity and immunity from
retaliatory acts.

. Recognition and reward for ethical behaviour may be
incorporated into the management practices.

32 Quality of Work Life (QWL)

QWL means a set of objectives or organisationalditmms and
practices that make employees to perceive that éneysafe, relatively
well satisfied and able to grow and develop as ub&ngs.

QWL holds that every individual has the right tgoh that satisfies his
or her personal needs. The main components of @lude:

Adequate and fair compensation

Safe, healthy working conditions

Alternative work schedule

Reduction in job stress

Development and growth of human capabilities
Social integration of people

Participation in decision making

Democracy in work place

Pension rights

Profit sharing

Company programmes designed to enhance workeramneedfc.

The application of QWL in business management hed to

improvement in productivity of a number of orgamisas. The

Japanese firms’ experiences are a clear examp®Mf success. Most
Japanese firms focus on human resources more itiemcial resources
for their long run success. This is achieved tghoyob rotation,

complete appraisal system, emphasis on work groopsn and free
communication, consultative decision making and aganial concern
for the employees.
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For attainment of QWL in small-scale business,ftli®wing practices
may be suggested:

. Flexible work schedules

Improvement in health and safety of employees
Job design and redesign to motivate employees
Participative management style

Employee counseling

Autonomous Work Group

Career management

3.3 Total Quality Management (TQM)

Success in contemporary business environment esgpiroper quality
management. One of the most quality improvementtipes that gain
momentum in recent years is a renewed attentioritdal quality
management”.

The growing concern for total quality managememt ba attributed to
the fact that mature quality movement is capable of

) eliciting employees cooperation for enhanced custom
satisfaction.

1)) adding to product and service quality while notyoréducing
costs but increasing revenue and

i) providing long term approach to enhancing sharedrslgalue by
achieving corporate success.

The implication of the foregoing statement is tlaatmature quality
movement, otherwise known as Total Quality Managenf€QM) is
the key to the success of high performance firkes 0.A.C., DUNLOP
PLC, NIGERITE, ELF PLC., etc. Hence, small businesgnisations,
irrespective of their sizes must cultivate and rpooate Total Quality
Management in their organisational practices ireoitd survive, grow
and achieve a position of the pre-eminence in tlenpetitive
environment.

Total Quality Management (TQM) is an organisationcsiltural

commitment to satisfying customer through the ubero integrated
system of tools, techniques, and training. TQMblags the continuous
improvement of organizational processes resulting high-quality

products and services (Stoner, Freeman and Gilbe1996. p.211).
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34 TQM Implementation (TQM)

There are no universal methods of designing andeimgnting TQM in
organisations. However, the framework developedaygo (1993) will
be useful for small or large-scale industries.

Kano (1993) developed what he termed “The Hous&@M” which
shows the structure of TQM as the touchstone fentiflying the

evolution of TQM implementation in the United SwateThe proposed
framework is presented below:

/ Quality Assurance etc. \

Concepts Techniques Vehicle

House of TQM by Kano (1993)

The TQM structure implies that the base of a TQMgpamme is the
“intrinsic technology”, which refers to the drivirigchnology specific to
an industry. For example, petroleum engineeringhis technology
intrinsic to ELF PLC.

Given the existence of intrinsic technology, istdl necessary to carry
out motivational programmes aimed at improving tlevel of
organisational members’ commitment to successfydlementation of
TQM. The problem is how to create the conditioattivill impel
management and employees to develop positive @ggtitowards the
proposed TQM programme.

The portion from the floor up to the roof is the MiGhown in form of
pillars. These pillars include:

Concepts. These consist of both a theory of quality satisfectof
consumers and a theory of management. The maireptscequired for
implementing TQM include:

. Customer satisfaction, putting quality first
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o The plan, do, check and action cycle i.e. PDCA eygrocess
oriented production and do it right the first time.

) Emphasis on the use of data.

. Ensuring employees commitment.

Techniques: The most popular techniques are parieto diagramseza
effect diagram etc.

Promotional Vehicles e.g. Deciding on who shall ultimately be
responsible for promoting the company wide qualiiat training and
educational programmes to use in order to promo#dity management
philosophies. Management tools and statisticahous are examples.

. Promotional vehicles also include the use of gualitcles and
team activity. Quality circle involves a voluntagyroblem-
solving group of workers who meet periodically t@ere ways
of improving quality and productivity. After compileg one
assigned job, the same team will work on the nexetio an on-
going activity.

. Finally, the roof of the house of TQM shows custome
satisfaction and quality assurance.

o In fact, the objectives of TQM include provisionk austomer
satisfaction and quality assurance. These are basedhe
premise that realisation of continual improvement quality
company-wide can achieve growth, improve compapytegion
and increase economic performance. Business firrist ¢o
create customers and the need to ensure that agbrodservice
provides the required level of satisfaction to treer. Hence
implementation of TQM in small scale business fiim a
necessity.

SELF ASSESSMENT EXERCISE

Discuss total quality management (TQM)

40 CONCLUSION

There are many management practice options. Progeeiof resources

such as time, labour and other input will lead moirgcreased level of
production.

153



ENT 201 MICRO CREDIT POLICIESAND INSTITUTIONS

5.0 SUMMARY

The SMEs can not work in isolation. It is therefdreportant for

accurate, timely and efficient data; hence adequaterds must be
maintained by small scale industrialists as welpesgper motivation of
employees to achieve company-wide commitment to tumlity

programme.

Systematic integration of quality into organizatbsystem by training
and having quality awareness programs, group ictiera and avoiding
bureaucratization of organizational practices $® anportant.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the implementation of TQM.

7.0 REFERENCESFURTHER READING

Baumback, M. C. (1992)Basic Small Business Management. New
York: Prentice Hall Inc.

Lawal, A. A. (1993).Management in Focus Nigeria. Abdul Industrial
Enterprises.
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1.0 INTRODUCTION

Ade’s friend, Tope is a millionaire. He is a faghidesigner. Ade did
not consider his interest but went ahead to acqthee necessary
machines. After six years of practice he was faistt out of the project
since he never had any skill or the required nagifiafor the business.

Tola wanted to embark on a project. He approaddend who is an
Economist. She wanted the Economist to carry deasibility study for
her, but changed her mind and got the servicesqufagk who charged
her lower than the fee of the professional. Unfoately, the quack

painted a glossy picture for her. She went aheagdan the report.
This led to her failure.

20 OBJECTIVES

The leaner should, at the end of the unit, be tbidentify the different
causes of business failure and how to avoid them.

3.0 MAIN CONTENT

3.1 BusinessFailure

3.1.1 Causesof Failureof Small Scale Business

The causes of failure in the small scale and medamerprises are

multi- faceted and numerous ranging from personatigro to extended
or macro. Some of these are:
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Poor management: This has remained the major single factor that has
crippled many SMEs especially the developing econofis is as a
result of poor record keeping, lack of technical amnagerial skills.

Planning: This connotes a future-oriented process by which
organisational goals are designed and logical st actions are
outlined in other to facilitate the achievementset objectives. Most
small businesses fail because of lack of plannimd) sometimes where
and when there is plan the process or executiotha$e plans, are
inappropriate. It is quite true of many SMEs thatvho fails to plan
plans to fail. Many SMEs operate without plans.

Training: Trainings, seminars, workshops, symposiums are very
important for every body. Since this will acqudiné worker or owner-
worker with the most recent market informationbéicomes crucial for
them to attend. Most small business owners howleodérdown on this
aspect because of the costs involved. The effethi® is the loss of
new technology and business. Information whethsitipe or negative,
helps the organisations in doing better or correbisir blunders.
Information is very vital for organisational suraivbecause it is like
thermostat of the refrigerator or electric ironttregulates temperature.

Lack of entrepreneurial vision and ready market for the products of
SMEs. Entrepreneurs should embark on products and sertize are
needed by the target customers. Failure to do résslts to product
failure which may be because of no or insufficiergearch.

Too rapid expansion: This is very common in Nigeria. Businessmen
want to show-off that they are managing group ahpanies thereby
overstretching the meagre resources that are iwmatkegfor one
company. This therefore results to business filur

Lack of requisite experience: The lack of experience and knowledge
about the particular business on the part of theraipr of the firm
always leads to the rapid collapse of businessdsveloping countries.

Succession procedure: Most Nigerian businessmen are polygamists
with many children and even where they are notrethe usually no
succession procedure which results to power tugsilee demise of the
founder. Power tussle is no fuel for survival.

Lack of consensus among owners:. For any firm, be it small or big to
succeed, there should be fair and equitable dealingng the owners.
Where there is lack of consensus among the owrsessdbon unfair and
equitable dealings, such development will lead e tlemise of the
business. Therefore, the success of any busimessvil depend on the
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co-operation of the owners. Such lack of consemrsusalso lead to
laziness, indiscipline, negligence, and immoradityong the owners and
even workers. But where there is good rapport antba@gwners, surely
it will bring about success and increase in thditanlity level of the
firm.

Inability to generate fund: Existing fund could be tied to stock which
IS not moving or the cost of stock replacement migdve increased. If
there is no avenue for the injection of new furte firm goes into
liquidation. Inability to generate fund may be agesult of product
failure, no sales, poor customer relationship, tirestd product etc.

Fund diversion: This is very common with sole proprietors. Money
meant for a given business could be diverted il taking, marrying
more wives or doing incessant travels and entertam, and building
costly residential houses. This has wrecked masynkesses in Nigeria.

Operating on loose credit policy: Firms operating in this way usually
build bad loans. The firm could survive such ditmaif there is avenue

for refinancing the receivables. A firm with largeceivables will end

up being cash trapped and will find it difficult teplenish stocks and
meet the demand of creditors. The result is ligtidoh.

Employing beyond optimum level: Excessive employment of the
factors of production, leads to immediate or evahtdiminishing
returns. A Company which employs one hundred persostead of
forty will only end up paying excess wages and readafor sixty
workers hence liquidation. The same is true o idinds which either
attracts interest or generates losses in termppdrtunity cost.

Large scale looting by rioters. This is very rampant in Nigerian cities.
Where looting is not very possible, the premisearoenterprise may be
set on fire which may mark the total collapse @f lusiness.

Shortage of skillss The owners of SMEs are people with little
specialized skills or expertise; neither do theyehfinances to hire the

services of specialists on part-time or full timesis. The result is that

they usually produce faulty and inadequate products

Lack of advice and counsels: The proprietors of SMEs do not share
their problems with one another; neither do thegksthe professional
advice to find solution to the problems. In sonases the proprietors
may have been counselled but they won't adheres iShvery true of
some companies that employed experienced worketslimates but
never sought their experience and knowledge. Wihiaeeemployees
were given the opportunity to suggest, they wees s bias.
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Level of competition: If the level of competition from other firms
becomes too high, a marginal firm always easilyitigtes. It has
happened and is still happening to most organissitio

Fraud: When there is laxity in supervision, fraud couldigaoccur. It
is well known that fraud is the greatest killer edise of Nigerian
businesses. Here, fraud ranges from outright entdeent of funds to
diversion of funds meant for given transactionsth@ maintenance and
organization of paraphernalia. For example, mahay is supposed to
be paid officially may be spent as gratification.

Lack of research and development programmes. Research and
development programmes need to be adequately mlrbyesmall
business entrepreneurs so as to ensure their éonggurvival. Sooner
than later, the SMEs run out of ideas and becons®lete. Lack of
research and development results in lack of curi@frmation
concerning the product line or service. The esdites failure.

Inadequate compensation for employees. Employees of small
business firms ought to be compensated adequ#teipod number of
instances exist in Nigeria where employees werdeaus grossly
exploited. This however depends on the cash flo@ sympathetic
attitude of the originator of the business. An liakde, greedy and
unsympathetic director is not likely to care mutiow@t the yearnings of
his employees whether or not cash is flowing adedyaThis will
result to employees being disenchanted and dermedalithen
contributing negatively to the growth of the busisie The business will
eventually end up in liquidation.

Laziness. This may be from the entrepreneur himself, the maneent
staff and or other employees. Procrastinatioraid 8 be the thief of
time, the same applies to the slothful man who salf ‘there is a lion in
the streets | will be slain’. This is a lazy maeXcuse which is a killer
disease in our world of competitions.

Indisciplinee The Bible makes it clear that “understanding is a
wellspring board of life unto him that has it anelthat has no rule over
his own spirit is like a city that is broken dowmdawithout walls”. This

Is true of any entrepreneur that is not disciplimed¢ause his business
will be like the city without walls. Discipline Ine may be in spending
both time and money.

Conflict of objective: An entrepreneur has his personal objectives in

life and just as he intends to accomplish themisitherefore, not
expected that these personal goals should in viayféne with business
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goals. Thus, the businessman’s goal of buildingeemlmouses and
acquiring more wives should not be the immediateasrwhere the
entire profit of a business should go to or else,ldusiness cannot grow.
Absence of growth means extinction for that busnes

Government policies: Inconsistent and ad-hoc characteristic of policies
and measures is another very big problem of smainess enterprises
in Nigeria. Most policies of government have beeny inconsistent.
Such policies have not stood the test of time. Séqoently, they hardly
achieve the intended objectives and focus of sotibips and measures.

Inequity: This is a situation where all staff of the samellski
gualification, and experience are employed in @r@es organisation but
are differently paid. (For instance one is paidhkigthan the others
because of the employee’s sponsor or guarantaargaming power).

Inability to forecast future economic tends. This is quite true

especially in countries where there are no pricatrob measures. In
Nigeria for example, prices are difficult to anpate because of the
macro economic instability.

Immorality: This is a cankerworm. An immoral male entrepremneillr
always be attracted by every lady. In order toaattrconcubines he
becomes prodigious and lavishes business fund. Egonbes an
unnatural tuff, party-crazy and spends his busirtiese and funds on
women.

Other causes of small business failure are negligence, gene@dssion
in the economy, improper motivation of employe@esjricere appraisal
of staff and remuneration, war and violence, ostion, death of key
staff, sudden emigration of known customers; impropccounting
records, over-borrowing, currency devaluation umlvaswing in

production cost, etc.

3.2 Symptomsof Business Failure

Business failure in any country, developed or dapielg, does not just
occur in one day. As the business failure doesogotir accidentally
some signals show a good entrepreneur that he cslmeplace his/her
courses of action. Owualah (1999) identifies sorhdhe signals as
persisting negative cash flow; decline in marketrehdue to decline in
sales and profits. These are serious symptoms;hwihinot properly
handled can lead to business failure.

Other indicators are:
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uncompetitive products or services;

declining working capital;

deteriorating physical facilities;

high debt ratio;

sale of goods or services below cost price;

stocking of stock or inventories;

large scale retrenchment of staff;

persisting difficulty in securing new funds fromna and other
creditors;

importantly, mismanagement of both human and firnc
resources can easily lead to business failure.

Kambia (1999) identifies the following as signalsdasymptoms of
business failure:

1.

wn

RROO~NO O~

=0

3.3

Perpetual borrowing because business is neitheaneipg nor
realising profit from previous investment(s);

Dwindling profit margin;

Delay or staggering payment or even reduction ofrkeis
salaries and wages;

Merging or collapse of branches or departments;

Reduction of staff strength through resignation kydoff;
Unnecessary delay in staff promotion;

Persistent shortage of stocks;

Frequent and unnecessary diversification;

High level of outstanding receivables;

Declining response from major suppliers or distidlos;
Withdrawal of distributors and request for the rafu of
distributors deposits.

How to Avoid Business Failureamong SMEs

Having identified the reasons for business failusteps are needed to
be taken to avoid the incidence of distress, failor liquidation among
SMEs. These steps may be:
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Start with an authentic feasibility report: Every business that
aims at staying, as a going concern must be staridd an
authentic feasibility report. A spurious report al® leads to
failure because it cannot be religiously implemdraefollowed.
Continuous research and planning: For a company to stand
competition it must operate on the basis of comtirsuresearch
and planning. A firm which does not operate aldimg line of
good planning will find itself in liquidation. Efts should
always be made to ensure that plans and budgetdudye
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implemented. When a plan becomes ineffective itukhde
quickly reversed.

. Effective manpower management: Tasks should be assigned on
basis of skills, requisite knowledge and experienSe&aff should
be adequately motivated. Here we think of FredHigkzberg's
stick and carrot theory of motivation. While empbagy good
salary structure and working conditions, one showidlose sight
of discipline. The labour force should be kept wmtloptimum
level in order to avoid diminishing returns to gcaf operations.

. Fund diversion should be avoided: Money meant for the firm’s
operation should not be utilized for something elsélhe
operators of such companies should avoid wastaefgdedsing
and undue ostentation.

. Checking of fraud: Through constant and thorough supervision,
fraud can be prevented. There should be properuatiog
records and periodic stock-taking. Enough care Ishba taken
about bank statements, cheques, cash disbursenmnentala
documents relating to cash receipts and paymenkese items
should be kept in very safe custody. The degre&anfesty,
sincerity and personal integrity of staff handlingney, loose
stock and repairs should not be in doubt.

o Having innovation as a guide: To neglect innovation is to ask
for failure. Immediately a firm stops to innovatempetitors will
have it overtaken. This will lead to failure. Peopre where they
are because they are not convinced to change. efiatreurs
should see innovations as important force for mgvorward.

. Operating within the law: Owners of firms should monitor the
various company laws, edicts, decrees and poliares ensure
that the business is being operated in line withrégquirements
of the government. Firms must also operate accgridircustoms,
tradition and norms of the society of its locatiorparticular.

. Avoidance of excessive borrowing: When a firm over-borrows,
it exposes itself to excessive payment of interegtgerests on
payments are a fixed obligation. A slack in bussrtune will
lead to a situation where such firm cannot seritgéoans. This
automatically results in failure. Hence it is eetto as much as
possibly avoid unprofitable borrowings.

. Avoidance of undue expansion: A businessman should ensure
that there is adequate consolidation of a givea bh activities
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before expanding into other areas. Expanding &padly could
lead to a situation where the resource which carsadisfy
company is being over-stretched to service more peoies.
When this happens the business will fail so it $thtve avoided.

Avoidance of loose credit policies: A firm that gives out goods
on credit indiscriminately will surely fold up diwe accumulation
of bad debts. Before allowing credit the creditrtmess of the
customer should be taken into consideration.

Optimum use of resources. The level of manpower and other
resources employed should not be in excess oatks available.
Management should disengage all unwanted and redtind
workers in order to keep the business on a souatinfp Idle
capital should be discouraged. All resources shohk
optimised.

Partnership and mergers. Based on certain challenges, a
businessman should allow his firm to merge with eoth
companies in order to avoid failure and for hinréap the gains

of business synergy. Merging is better than tiatiflire.

Rapport among partners: Constant squabble among partners or
directors of any business concern should be avoidéthe
operators of any given firm should always try taae consensus
without resorting to quarrels and long term disagrent.

Emphasise knowledge and skills: A businessman should not go
into any venture where he has very limited knoweedgOver
dependence on hired workers may instill pride om Workers
thereby turning the owner of business into merekepof fund
without skill. There must be reliance on continsigtaff training
and merit.

Consideration of location: This can make all the difference
between the growth of two companies. A firm that is
disadvantageously located in terms of marketingukhdry to
relocate to a more suitable area.

Capital adequacy: There must be enough capital for the pursuit
of a given line of business. Apart from the idigavner’s fund,
there should be opportunity for borrowing and gppréion of the
company’s profit should always be ploughed back.

Personal Discipline: This is very important since the success and
failure depend on the attitude of the entrepren&iscipline may
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be in different aspects such as financial discglirtime
discipline, behaviour and use of language. Ang@emwho is not
time conscious most times ever meets up with appants.
Ability to keep appointments religiously is a plasd if for any
reason one may not be opportune to meet up, ther qérty
should be informed early enough.

o Delegation of Authority: The entrepreneur cannot do all the
work even if he knows them. Teach the God-feartngthful,
honest, and able-bodied employees the job and them the
way wherein they must walk and the work they must‘tthen
you will have peace and live longer in prosperitybu can do
this without losing control of anything.

o Keeping of Proper Accounting Records. This is relevant
because it helps to check income and expenditwtefrand it is
also important for reference purpose, for reporpogpose e.g. to
stakeholders, investors, government etc and forergg¢ing
information from source document so as to be ablerepare
financial reports.

. Other factorswhich may help to ensure the success of SMEs are
dedication to duties, effective cost control medbiam
installation of safety provisions, avoidance ofefiand other
natural disasters by taking some degree of carisctefe
personnel management, ostentatious spending sbeudloided
while maintaining frugality.

SELF ASSESSMENT EXERCISE

What leads to business failure?

40 CONCLUSION

A well articulated plan and strategies as well gper mix of resources
will prevent business failure.

5.0 SUMMARY

Dedication to duty, the use of appropriate infrasinre and resources
will lead to business success

6.0 TUTOR-MARKED ASSIGNMENT

How can a businessman avoid business failure?
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1.0 INTRODUCTION

This unit is just an additional piece of informatiavhich will appeal to

those who are interested in embarking on some éssigentures. The
list is inexhaustible. This does not serve asaaifglity report. | do hope
you will find it useful.

20 OBJECTIVES

The objective is to enable the learner to haveghtsinto some of the
projects that he can venture into.

3.0 MAINCONTENT

3.1 List of Possible Projects

Some examples of SMEsin Nigeriathat you can start:
fruit juices e.g. orange, pineapple, apple, lemashew, coconut, etc.
rice milling,

cotton seed oill,

bakery and confectionary,

melon seed oll,

starch from cassava,

sanitary wares,

animal feeds,

soyabeans cultivation,

food processing,

palm oil trade,

interior decorations,

grain processing,

fish farming,

maize flour,

165



ENT 201

wooden toys making,
canned tomatoes,

biscuit bakery,

vegetable oil processing,
yam flour,

coconut processing,

craft bag,

oil mills,

smoked fish factory,
paper bags making,

rice flour,

soap and detergents,
baskets & cane chairs,
bone crushing,

leather (footwear) production,
leather tanning,

chip board and glass nails,
laminated photo frames,
radio cabinets,

honey extraction,
cassava farming,

cushion cover production,
table napkins production,
vegetable farming,
furniture making,

textiles production,

glue manufacturing,

hair brushes,

tooth brushes,

tooth picks,

matches,

thread,

crayon manufacturing,
fumigation and pest control,
shoe polish,

ruler manufacturing,

MICRO CREDIT POLICIESAND INSTITUTIONS

production of tissue and serviette,
corrugated, card-board boxes, etc.

mat making,
planting and selling flowers,

bolts, nuts and screws production,

ceramic blocks,

concrete blocks,

chalk manufacturing,
pomade making,
concrete poles and pipes,
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foundry,

red bricks,

pencil making,

optical glasses,

crown cork manufacturing,
production of insecticides,

paint manufacturing,

staple pins,

poultry wire net,

barbed wire,

steel rope,

polythene bags,

plastic toys,

fasteners,

tiles (floor and wall),

wire mesh,

production of chemicals,

oil and gas servicing,

table water production,

panel beating,

gem clips and safety pins production,
bicycle spokes making,

plant and hangers (steel wire)
forging and machining plants to manufacture bap@res parts for the
automobile industry,

hinges and door locks,

net and fencing wire,

advertising specially,

art gallery,

auto driving school,

marketing,

recruitment centre,

auto-mechanic service,

bay-sitting services,

beach concession,

leisure centre,

rental service,

travel agency,

transportation: passenger, haulage:- air, wat&amaf,
freight handling and management: air, water or Jand
estate agency,

birthday, wedding and ceremonial cakes,
booking agency,

building contractor,

computer retail agency,

GSM retail agency,
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health centre,

cleaning services,

cold room services,
consultancy services,
financial brokerage,
stock brokerage,
convenience shop,
dancing school,

day care and nursery centre,
debt collection agency,
duplicating,

executive hair cut centre,
fast food and snacks shop,
magazine stand,
laundering,

scavenging,

book binding,
vulcanizing,

refuse collection,

hair dressing,

music school,

rubbish clearing,

party organizing,
secretarial school,
remedial teaching,

party equipment rentals,
broom making

bead making,

raffia making,

candle,

plumbing,

spraying,

printing,

videography,

rabbitry,

piggery,

sheep and goat rearing,
battery conditioning,

iron founding,

restaurant management,
baby diapers production,
t-shirt making

ice-block making

nails manufacturing
button manufacturing
cornflakes
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welding electrodes

black board dusters

office files making

carbon papers production

hoses

cotton wool production

sale of machines tools

production of industrial yeast from molasses
production of adhesives

party catering

home delivery services

newspaper vendring

motor cycle transportation fleet

production of printing ink

advertising,

broadcasting

manufacturing and financing consultancy
real estate consultancy

building consultancy

dredging and related engineering services elet&mgineering,
telecommunications,

auditing, hotel development management
travel agency

courier services

sale of agricultural equipment
manufacturing of electrical and electronic domeappliances,
receivership and services,

special corporate services,

company secretarial services,
manufacturing fabrication of aluminum windows arubis,
installation of aluminum roofing sheets
installation of aluminum doors and windows
fabrication of suspended ceiling,

partitioning system services,

curtain walling marketing of plastic products,
medical equipment,

scientific equipment,

manufacture and sale of crown caps,

metal containers,

screw caps,

roll-on pilfer-roof caps,

trinklets,

cotton buds,

production of disinfectants

manufacturing of fuel filters,

warehousing,
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photography,

production of fishing net,

short term financing

MICRO CREDIT POLICIESAND INSTITUTIONS

radio/television repairs and maintenance
generator repairs and maintenance

beauty saloons

shoe repairing / cobbling

watch repairing

boutique-men’s, ladies, children’s or general

Masonry

3.2 SomeExportableltemsand Where They Are Needed

Cocoa based beverages

Gum Arabic
Napkins and Towels

Honey
Cassava
Onions
Cosmetics
Matches
Handicrafts
Foam Products
Vegetables
Snalls
Mangoes

Millet

Sweet potatoes
Soya beans
Groundnuts
Fruit juice
Cashew
Cement
Animal feeds
Ceramics and Tiles
Furniture
Insecticides
Carrot

Leather

Cow horns
Ginger

Cotton seed and lint
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Netherlands, UK, Holland,
Republic of South Africa
Tunisia; Cairo, Yugoslavia
Guinea, Senegal
(W. African Countries)
Germany, Italy, France, UK
Kenya, Sweden, Germany USA
U.K. Germany, Italy, France
ECOWAS market
ECOWAS market
USA, UK.
Chad, and Niger Republics
Europe
U.K.
USA, Germany, France
Saudi Arabia, U.K, Kuwait, Dubai
Sweden
Germany, France, Italy, UK, Belgium
Saudi Arabia
Burkina Faso
Netherlands
Chad, Niger Republic
ECOWAS market, Sweden
ECOWAS market
Burkina Faso, Togo
Republic of Benin, Congo, Cameroun
Saudi Arabia, Niger Republic
India, Korea, Poland, Sweden,
Netherlands
USA, Europe
Germany, Finland, Holland, Sweden,
Tunisia
U.K, Taiwan, Belgium, Yugosh



