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TOPIC: ANALYSIS OF THE CRITICAL SUCESS FACTORS FOR SMES IN NIGERIA
[bookmark: _Toc29803563]INTRODUCTION
In the modern business environment, the role of small and medium enterprises is critical to economic development of many emerging nations across the globe. With this being considered, Small and medium enterprises have been the subject of interest for many researchers in the recent past with the aim of ascertaining factors responsible for the success of these enterprises or the lack thereof. In more recent times, the rise of a global market place has increased the level of attention that is placed on the management of small and medium enterprises as the level of competition has increased astronomically, which is responsible for a dramatic reduction in the lifespan of small and medium enterprises on a global scale.  This literature review intends to provide a critical analysis of the various perspectives of past researchers on the success factors responsible for the sustainability of small and medium enterprises with a focus on the Nigeria economy. The Nigerian economy has been unique in its dependence on crude oil export for the last four decades, however the fall in crude oil prices on the global market and the rise in levels of awareness for a cleaner and more sustainable environment which means less carbon footprint and less dependence on fossil fuels on a global scale has forced the Nigerian government to devise new ways to run a economy that is largely dependent on crude oil. The small and medium enterprise industry which has been so far neglected however accounts for 80 percent of the Nigerian workforce and 70 percent of the job opportunities (SMEDAN, 2013). The government on all levels have decided to stimulate growth and sustainability of the small and medium enterprise in Nigeria with the establishment of various agencies that support this sector; agencies such as the small and medium enterprise development agency (SMEDAN), National directorate of employment (NDE), National economic reconstruction fund (NERFUND) and national bank of commerce and industry (Gumel, 2017). According to Thompson and Macmillan, (2010) "The failure rate of start-ups is high, and new ventures in emerging economies face such challenges as uncertain prices and cost, non-existent and unreliable infrastructure and unpredictable competitive response" This serves as a precursor for the development of research into the factors that could ensure success of small and medium enterprises within an emerging economy such as the Nigerian economy. The size and structure of enterprises vary and are broadly characterized by the size of operations, financial status and number of employees within the organization. The micro enterprise is usually made up of unstructured, petty or artisanal businesses while small and medium enterprises require more structure and financial base in their operation. The aim of this study is to provide a clear review of relevant literature outlining the critical success factors that influence the growth and sustainability of small and medium enterprises in Nigeria.
[bookmark: _Toc29803564]DEFINITION OF SMEs
The definition of SMEs have been universally debated however the prevailing definitions reflect the social and cultural dimension of the economy within which the SME exists. The common criteria utilized in the definitions of SMEs are the number of employees, invested capital, sales and industry type, while criteria are solely utilized a combination of the criteria is sometime used in defining SMEs (Eniola and Ektebang, 2014). The table below shows the definition SMEs based on Nigeria institutions.
	PARAMETER
	TOTAL ASSETS (N'M)
	 
	ANNUAL TURNOVER (N'M)
	NUMBER OF EMPLOYEES

	 
	MEDIUM
	SMALL
	MICRO
	MEDIUM  
	SMALL
	MICRO
	MEDIUM
	SMALL 
	MICRO

	FEDERAL MINISTRY OF INDSTRY
	<200
	<50
	N/A
	N/A
	N/A
	N/A
	<30
	<10
	<10

	CENTRAL BANK OF NIGERIA
	<150
	<1
	N/A
	<150
	<1
	N/A
	<10
	<50
	N/A

	NERFUND
	N/A
	<10
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	NASSI
	N/A
	<40
	<1
	N/A
	<40
	N/A
	N/A
	3 TO 35
	N/A

	NASME
	<150
	<50
	<1
	<500
	<100
	<10
	<100
	<50
	<10


SOUCRE:  Eniola and Ektebang, 2014.
despite the varied descriptions of the SMEs in Nigeria, several characteristics are the same across board all SMEs in  such as the ownership and management is usually borne by an individual or a family, they require a small base for capital and management doesn't create a clear distinction between the organizational finances and personal finances making it largely difficult to manage the finances of SMEs (Eniola and Ektebang, 2014).
[bookmark: _Toc29803565]IMPORTANCE OF SMES
The lack of diversified economic portfolio of the Nigeria government in the last four decades have led to large economic problems that has caused hardships for the citizens. challenges such as unemployment, insecurity, lack of infrastructure and poor economic policies have left a vacuum in the economic that has underutilized the human resource capabilities of the nation, hence the emergence of a vibrant small and medium enterprise industry within the nation has created a plug for the economic vacuum and has proved important in the revised economic agenda for the nation in terms of ensuring growth and sustainability of economic indices and better living standards for the citizenry. With this in mind the following are the contributions of SMEs to the economic development of the nation;
Employment Generation: The single greatest employer of labor in the Nigerian economy is small and medium enterprises (Oyelaran-Oyeyinka, 2019) they account for 80 percent of the jobs in the nation and this is achieved by the mode of operation of these enterprises. SMEs have a labor intensive majority that allows semi-skilled and unskilled laborers the opportunity to gain and retain employment as against larger enterprise that require certain skills and are limited in their employment capabilities.
Capacity Building: According to Oduntan, (2014) the role of SMEs in ensuring that entrepreneurs are trained is critical, SMEs serve as an incubator for entrepreneurial skill development drive the growth of the economy through development of relevant skills and knowledge required to establish requisite enterprise.
Technological and Industrial Development: The short term gestation period that SMEs have has proven to enable them possess a quick yield on investments. The opportunity to utilize technology to drive solution development is a key aspect of the SME industry.
Poverty Alleviation: It is important to note that the capacity of individuals to create income is a critical aspect of poverty alleviation. The role of SMEs in this factor is integral as they employ skilled, semi-skilled and unskilled labor that ensure citizens have a means of livelihood that is a critical element of economic development (Oduntan, 2014). Also the utilization of local resources plays a role in economic development, generating income for vendors and raw materials within the Nigerian ecosystem.
[bookmark: _Toc29803566]INTERNAL SUCCESS FACTORS FOR SMEs
Various researchers have identified the factors responsible for the success of SMEs and varying factors could be associated with SME success, Chittithaworn, Islam, Keawchana & Yusuf, (2011) posits that factors such as entrepreneurial character, SME character, management know-how, products and services and Markets business approach, resources and financial strategy, external environment and ICT are the relevant factors responsible for the success for SMEs. Conversely Obaji et al., (2018) identified the traditional success factors that support the development of small and medium businesses  in Nigeria considering the business incubator concept the factors were defined as; business support, infrastructure, financial resource, government policy and incubator adaption. However for the sake of this research, the factors responsible for SME success would be categorized into the internal and external environment factors. The internal environment factors according to Effiom and Edet, (2018) are those factors that characterize the organization and influence performance from within the organization. There are as follows;
Human Resource Management: This is functional competence that is present within an organization to facilitate the discharge of product or service to the end user and manage the affairs of the organization. According to Felix and Dos Santos, (2018) the attraction and retention of skilled employees positively affect the competitiveness and development of an organization as the entire operations of an organization is dependent on the execution from people working within the company. The research outlining the importance of the human resource within an organization clearly outlines that the human capital is a strategic tool for organization growth and development and hence in the case of SMEs is an integral success factor. However Effiom and Edet, (2018)  pointed out that industry standard best practice in human resource management is not undertaken in most SMEs as they rely on semi-structured management principles to manage staff in comparison with larger companies. It is important to point out however, that implementation of best practice human resource processes and policies are cost effective and ensure employees are effective in discharging their duties.
Marketing: The development of a strategic marketing plan is important for any organization that understands the concept of marketplace competition and plan to grow and remain sustainable. The marketing effort in SMEs however is often times an ad-hoc operation is custom built and often times reactionary as predicted by market trends. This aligns to the flexibility of SMEs as they depend on more personal information trends and do not scientifically develop a market plan. The market plan however is a tool to elicit patronage and it can be considering integral in the development of a SME in Nigeria (Effiom and Edet, 2018).
Financial Resource: According to Obaji et al., (2014) the financial resource is considered the most important component of the sustainability and continued survival of the business. The sourcing of funding generates capital to execute the purchase of raw materials, machinery, payment of personnel and the delivery of operations on a daily basis. The challenge for many SMEs is the procurement of low cost financing to ensure continued growth and survival. According to Effiom and Edet, (2018) the ability to generate finance options is challenge for many SMEs in Nigeria. The lack of access to finance by small business owners is a critical problem faced by many small businesses, ownership are usually tasked with generation of funds to manage day to day operation which could jeopardize the lifespan of the business. Although the Nigerian government has created various schemes to combat the financial element of the growth and development of SMEs, the presence of bureaucracy in government agencies essentially create a gap between this interventions and the access for small business owners, therefore it is critical to bridge the gap and create adequate funding programs to increase the access to finance for the SMEs in Nigeria.
Also there are several characteristics of SMEs which are important to business performance. these other factors that are key components in understanding the performance and growth of business. factors such as the size of the enterprise as several researchers have shown that the larger the organization the more chances the survival rates of the organizations. Also the age of the enterprise is critical as various researchers have investigated the relationship between the age of the firm and performance is critical. According to Bates and Nucci, (1989) the age of the firm has a direct correlation to the likelihood of the firm remaining in existence, clearly the longer an SME can survive the more experience it acquires in its industry and the leverage it gets. Also important is the location of the SME which essentially is the choice of where the business will be conducted. The access to resources such as finance and labor are impacted by the location of the firm hence this is a critical factor for success in an SME.
[bookmark: _Toc29803567]EXTERNAL SUCCESS FACTORS FOR SMEs
These are a representation of the external environmental factors have effect the growth and sustainability of the SMEs that the business have limited to non-existent control over. These factors have a lot of implications on the continuity of the business and are outlined as follows;
Government Policies and Regulatory Agencies: Although the government is a clear recipient of benefits from the sustained growth and development of SMEs in Nigeria, it is important to note that the level of bureaucratic breakdown that hinders SMEs from performing basic activities in line with government policies such as company registration, procurement of required licenses and payment of dues and levies are critical in creating a unsuitable business environment for the development and sustainability of small and medium enterprises within the nation. The strain of performing tasks to ensure that all government regulatory processes are abided could sometimes cost the livelihood of the business in general. This is critical as the world bank ranks Nigeria as one of the countries 169th in the world in ease of performing business activities access to government support for SMEs is critical and this is evident in the business environment in Nigeria. The onus is on government to simplify the processes and ensure they are accessible for SMEs to reduce the burden of ensuring all regulatory processes are aligned.
Infrastructure: This is a major element in the success of an SME, social amenities such as electricity, transportation services and communication networks are important in ensuring operational excellence for SMEs. In the case of Nigeria, a lack of these social amenities have created an increase in the operational cost of these SMEs as the companies have to provide these services in-house to ensure they remain competitive, hence increasing the cost of goods which will eventually reflect in the prices that consumers are requested to pay for goods and services. This is effectively described in Effiom and Edet, (2018)  as an "erosion of competitive capabilities for the SMEs" consumers are more likely to import the goods and services as they are cheaper in the international market and SMEs within Nigeria cannot compete effectively with countries like China where the cost of production is very low, making the efforts of local entrepreneurs ineffective, therefore the provision of adequate infrastructure to stimulate SME growth is crucial.
[bookmark: _Toc29803568]DEVELOPMENT OF A CONCEPTUAL FRAMEWORK
[image: ]
SOURCE:  Effiom and Edet, (2018)  
The above image is a summary of the factors that are requisite for a successful SME in Nigeria when considering aspects such as competitiveness, profitability and growth both in the internal and external environment.
[bookmark: _Toc29803569]CONCLUSION
The above analysis of the critical success factors for the growth and survival of small and medium enterprises in Nigeria provides a general overview of the factors in the internal and external environment that influence the sustainability and growth of the industry. However it is important to point out the challenges that face small businesses in Nigeria. The lack of an enabling environment is on the forefront of the challenges, as earlier stated the ease of doing business index curates by the world bank has ranked Nigeria 169th in the world as a result of lack of basic amenities, well thought out government policies that are strategic and would impact the growth and development of the industry as well as issues such as political stability, rising crime rates and corruption that play a major role in the industry. Also integral is the adoption of information technology, this essentially provides a roadmap for the future of how business would be managed and conducted, hence the onus is on the business entrepreneur to develop information technology capabilities that would ensure the organization remains competitive for the future. The government on all tiers across the nation developed schemes to cross the barriers of funding and financing with agencies such as SMEDAN the government is providing low interest rate loans to small business owners to stimulate growth in the industry and ensure the sustainability of the businesses however it is critical that access to these facilities are made straightforward and readily available for small business owners. Also internally, SMEs must adopt modern business practices to align with the trends in and ensure competitiveness. In areas such as marketing practices, the onus is on entrepreneurs to develop marketing plans that encompasses the entirety of its operations and addresses all shortcomings in the industry, equally the human resource management and planning processes are informal and this is a major determinant for the success of the enterprise. Hence the development of formalized and well structured human resource effort is important for the development and growth of the SME.
[bookmark: _Toc29803570]SECTION TWO
[bookmark: _Toc29803571]CRITICAL ANALYSIS OF THE RESEARCH METHODOLOGY FOR THE RESEARCH PAPER.
The aim of this section is provide a critical analysis of a research paper and outline the research philosophy and how it impacts the content of the research as well as the reliability, validity and ethical consideration for the researcher when conducting research in the subject area. This section seeks to provide the researchers thinking and understanding of the world and the phenomenon that exist therein, hence the philosophies inform the thinking of the researcher and shapes the way the researcher views the world and inevitably the research being undertaken. This section would provide an analysis of the following research paper; 
"Success of Small and Medium Enterprises in Nigeria: Do Environmental Factors Matter?" (Lionel Effiom and Samuel Etim, 2018).  The paper was written by two lecturers from the University of Calabar Nigeria, and they provide an overview on the factors for success of small and medium enterprises in Nigeria.
[bookmark: _Toc29803572]ONTOLOGY
The ontological position essentially is concerned with the nature of reality, it provides for understanding the relationship between aspects of society. this is one of the research paradigms and details how a researcher views society and the relationship between these entities. The ontological position of the researchers in this research is that of a members of academia and subject matter experts that attained a position of knowledge to determine how the environmental factors that exist within their immediate environment would impact the success of small and medium enterprises. The study which was conducted in the Niger Delta region of Nigeria is considered the immediate environment of the researcher and essentially the researcher aims to define what critical success factors can influence the small and medium businesses in the region.
[bookmark: _Toc29803573]EPISTEMOLOGY
According to Bryman (2008), the epistemology is the way of making sense of the world, this research philosophy is about the assumptions made by a researcher concerning the nature of knowledge. This perspective provides the researcher with the aptitude to view knowledge in terms of what is possible and what is not possible, essentially defining the legitimacy and scope of what kind of knowledge the researcher is ready to discover in the research. The research being analyzed was conducted to investigate the legitimacy of environmental factors as a variable in critical success factors for small and medium businesses in the Niger Delta region of Nigeria. The researcher adopted the quantitative data collection method to collate empirical evidence based on the belief that the research was conducted in a systematic, scientific mode and thus designed questionnaires to that effect, which invariably aligned to the research question and with the assumptions of the researcher in understanding the reality of environmental factors as a critical success factor of SMEs.

[bookmark: _Toc29803574]AXIOLOGY
The axiological perspective of the research is concerned with the ethical consideration that the researcher possesses. It is an observation of the researcher's ethical views on the world and the morality of the actions undertaken when conducting a research project of this nature. The research being investigated is conducted by two major scholars in the Nigerian academic society, whom value their positions and the creation of new knowledge through years of conducting research projects of this nature, hence the ethical consideration is crucial element of the research and the results reflect consistent research ethics being committed to the research.
[bookmark: _Toc29803575]RESEARCH PHILOSOPHY
The basis for this research was to investigate the relationship between the external environment and the success of small and medium organizations in Nigeria, the SME industry being on the upward trajectory in the nation with the aim to contribute to the emergence of the economy and the reduction of poverty for the general populace. The collection of data was consequently a key aspect of the research and the researcher applied the quantitative method to approach this subject matter. research philosophy refers to the assumptions or beliefs concerning the development of knowledge (Saunders et al, 2015) consequently, the research philosophy deals with the pre-existing beliefs and assumptions the researcher is bound to embark on when conducting a research project. The research paradigm forms the basis for the understanding of the assumptions and aligns them with the mode the researcher would pursue to undertake the research and how the data would be collected and analyzed. According to Saunders et al., 2015 " A well thought out and consistent set of assumptions will constitute a credible research philosophy. The Positivist and Interpretivist philosophies are aligned with the mode with which the researcher decides to pursue the research subject, the positivist approach allows the researcher undertake the research from an objective perspective relying on established theories to undertake the research while the interpretivist approach is subjective in nature providing the researcher with the flexibility of allowing the research evolve and develop new findings and theories as the case applies. The research paper in question however aligns with the positivist approach as the researcher depends on quantitative data to analyze the small and medium enterprises in the region and generates data from the responses to the research questions that have been outlined. The quantitative methodology best suited this mode of research as the varying factors that are responsible for the success of SMEs in the context the researcher was providing analysis for are quantifiable.
[bookmark: _Toc29803576]RELIABILITY AND VALIDITY
In order to ascertain the validity of the research instrument employed there are several criteria that are utilized. This research however falls under the category of construct validity that essentially allows the researcher infer results based on the results from the multiple regression analysis. The three key criteria for the construct validity are; 
1. Homogeneity; this establishes the research instruments capability to measure one construct of the data provided
2. Convergence; The convergence of data when the research instruments measure similar instruments
3. Theory evidence; The evidence from the data collected is aligned with the theoretical propositions.
This criteria when fulfilled ensure the validity of the data collected from the research. Equally important is the reliability of the data collected. This essentially is ensuring the data is consistent and aligns with the objectives of the test. The common method of ensuring reliability of data collection is ensuring that the data is pilot tested, however for data to gain consistency, there are several attributes that the data must possess such as homogeneity, stability and equivalence. The establishment of the reliability of data during research provides for ability to manage criticism from peers when discussing the data collection methods.
The researcher analyzed the data collected using the statistical analysis tool of multiple regression that allows the linear regression by including more than one variable. Essentially the factors of success for SMEs that were outlined by the researcher and which he asked the respondents were tested against multiple variables and from which the researcher was able to achieve results. The application of this methodology for the analysis of the results ensures that the sample data is rigorously tested and the results are aligned with the research questions. This ensures the validity and reliability of the research.
[bookmark: _Toc29803578]RESEARCH BIASES
The review of the research biases provides an analysis of the innate assumptions that the researcher is undertaking and would invariably reflect in certain element of the research. This affects the researchers positionality; which is essentially position of the researcher as regards the research being conducted. This research was conducted by two Nigerian academics within the Niger Delta region of Nigeria with stakeholders from the same region, the natural bias would reflect the realities of the researcher and how several environmental factors influence the decisions made in the research process. 
[bookmark: _Toc29803580]RESEARCH ETHICS
The essence of ethical consideration for a research project as conducted by the researcher is to ensure that the project in its entirety is conducted with the strictest moral and ethical guidelines to protect the rights of stakeholders throughout the research process. According to Bell and Bryman, 2011 it is important that the researcher considers the data of respondents as protected and not publish data without the consent of the respondent as this could result violation of data protection and have legal ramifications for the long term and taints the research findings. This research provides evidence that the SMEs involved were afforded anonymity throughout the research process.
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