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Introduction 
he impact of SME’s on economic growth, employment 

opportunities, wealth creation and poverty reduction 

has been noticed by many scholars, practitioners, 

entrepreneurs and economist nationally and internationally. 

SME’s contribute to the economic growth, development and 

technological innovation (Unachukwu, J. C., Oyewole, Olabode 

M, Ojo, 2020). According Olabode, (2020) revealed that in both 

developed and developing economies SME’s constituted a 

lager segment of business organisations.  It’s also documented 

that, (99.7) percent of jobs in the united states are from SME’s, 

(50) percent of the countries labourers are employed by SME’s 

while occupation in SME’s represent (67) percent of absolute 

work in Europe (Aderonke, 2020). In a similar finding by 

National Bureau of Statistics (2017) cited in (Unachuku, 2020) 

reports that (84) percent of business organisations in Nigeria 

are SME’s and showed record of occupations of (79) percent. 

SME’s contribute (66) and (85) percent GDP growth in India 

and Brazil respectively. This showcased the crucial nature of 

SME’s in the economic growth and development of a nation, 

hence the need to identify the NBFI’s relationship and SME’s 

financing functions role.   
Despite the crucial role of SME’s in any country, the relationship 

between financing functions of NBFI’s to SME’s were 
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inadequate which hinders the growth and development of SME’s (Maryam, Sahar and 

Nikmaram, 2014). In addition, SME’s suffer inadequate knowledge on how to secure 

financial services and how best to apply for the services through NBFI’s financing 

services/functions.  Also, NBFI’s information on financing functions are scarce to SME’s in 

general.  

According to Rateiwa, (2017). A long run relationship between NBFI’s and economic 

growth and development is weak in Nigeria, and there is need for developing nations like 

Nigeria to strengthen NBFI’s policies and create awareness of NBFI’s financing functions 

for SME’s growth and development. The financing functions of NBFI’s especially in the 

growth of SME’s has been noticed in many nations (SBA, 2014). Despite that, NBFI’s do 

not have a full banking license and thus, cannot accept deposits. However, they 

complement deposit money banks in the provision of alternative financial services such 

as contractual savings, (pension funds, Insurance services), investment intermediation, 

(financing companies, mutual funds and money market funds) microloan organisations 

and venture capitalist (Mishkin 2007). Thus, these financing functions of NBFI’s are 

catalyst for the growth of SME’s if adequately secured and utilised.  

Many works have assessed the impact of NBFI’s and the growth SME’s but to the 

researcher’s best knowledge no study was carried out on the relationship between NBFI’s 

financing functions and the growth of SME’s in Gusau, Zamfara State, Nigeria.    

Zamfara State.  A simple random sample technique was adopted to choose about 3 

NBFI’s namely discount houses, pension fund administrators and mortgage institutions 

in the state and 35 SME’s for the study. Data were analysed with the aid of descriptive 

and inferential statistics. The study reveals that most of the SME’s owners were not 

educated on the impact of NBFI’s and the growth of SME’s. Lack of policies awareness by 

the SME’s owners and NBFI’s managers constitute hindrance of the impact of NBFI’s to 

the SME’s growth in the state in question. While lack of general knowledge of the 

functions of NBFI’s by SME’s owners was a major factor preventing SME’s benefiting from 

financing functions of NBFI’s and in essence affect the growth of SME’s. recommendation 

in relation to the study findings were suggested which are organising seminars, 

workshops, and conferences creating information on the financing functions of NBFI’s 

and relationship on the growth of SME’s by the stakeholders such as practitioners, 

researchers and the government in all the local government areas of Zamfara state and 

Gusau the capital in particular.  

 

Keywords: NBFI’s, SME’s, financing and information. 
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Concepts of Small and Medium Enterprises: 

Definition of SME’s has no single global understanding, agencies, scholars and nations 

differently conceptualise the meaning of SME’s. sizably SME’s are organisations with 

above (1-3000) in some countries like china. In Europe SME’s are business organisation 

with not more than (Two hundred and fifty) employees and having less than (€50) millions 

turnover and less 25% share of enterprise in another enterprise (Auckey, 2019). World 

Bank, (2015) viewed that, employee’s capacity shouldn’t exceed (3000) with (€15) million 

dollars’ turnover yearly and less than (50) employees and (€3million) turnover yearly for 

medium and small enterprises respectively.  This means that, a maximum of (10) 

employees are employed by small enterprises with a yearly turnover of (₤100,000). In 

Cambodia, firms with between (11- 50) employees and fixed assets of (€50.000 -€250.000) 

while firms with (51-200) employees and fixed assets of (€250.000-€500.000) are termed 

as small and medium enterprises respectively. In Indonesia, business with less than (100) 

workers. In Democratic Republic, small business organisation is those with average of (19) 

employees, assets less than (250 million kips), turnover not more than (400 million kips). 

While in Viet Nam, SME’s are formed and organised independently with maximum capital 

of (VND 10 billions) and labour not more than (300) employees (OECD, 2005) cited in 

Oyewole, (2019). In UK, section (382) and (465) companies Act   2006 defines SME’S as 

firms with turnover not more than (£22.8) millions, balance sheet total of not more than 

(₤11.4) million, and not more than (250 employees). Also in Kosovo law no. 02/l-5 support 

SME’s organisations. Article 4, paragraph 2 and 3 of the law defines small enterprise as 

those business firms with up to (9) people as workers (12) months previously and turnover 

of (EUR 500.000) or less and a medium enterprise has (10-49) in the previous 12 months 

and has a turnover of (2.4) millions Euros or less than. (Akingunola, 2011). While in Nigeria, 

SME’s assets base starts from (N5millions) and more than (N500,000 millions) with the 

exclusion of landed and building properties and workers ranging between (11-50) (world 

Bank, 2015) 

 

Concept of NBFI’s; 

The movement for world economic development agenda through the sustainable 

development goal (SDGs) cannot be achieved without the use of more effective and 

additional finances from the non-public economic sectors. To this, also the availability of 

finances by Deposit Money Banks (DMBs) are inadequate for the aggregate economic 

financing needs. Therefore, the development of Non-Banking Financial Institutions 

(NBFIs) is crucial in the adequacy of finances for the enterprises growth and SME’s in 

particular. According to world Bank (2015) the world economic crisis has weakened the 

provision of capital markets finances for investment opportunities and economic growth 

likewise. The economic meltdown has contributed in the slow adequate finances by 
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traditional lending Banks which in turned affects SME’s growth. In the views of Mishkin, 

(2007) and world Bank, (2015).  NBFIs are non-fully licence Banks in operation as deposit 

money Banks, but they aid DMBs to provide contractual savings, pension funds, Insurance 

monies, mutual funds, money markets, microloans and venture capitals. This financing 

role of NBFIs has become catalyst of economic and SME’s growth NBFIs provide funds for 

SME’s growth which stimulates economic growth or in the other way economic growth 

as a result of SME’s growth and NBFIs funds brings about enterprise and SME’s growth.  

NBFIs significance in promoting enterprise/SME’s growth is undisputable, the growth of 

SME’s is largely associated to the role of NBFIs in saving mobilization and distribution of 

finances to the economy. Various literatures have accepted the views that, financial 

instruments and institutions reduces transaction and information cost in an economy 

which in pay-back influence savings, investments and ventures, Chijindu and Ikechukwu 

(2016).  

 Generally, NBFI’s are not like deposit money Banks that accept money deposit, that 
involve in the mobilization of funds from the surplus unit of the economy and channel the 
funds to the deficit unit of the economy. NBFI’s do more than commercial Banks in terms 
of maturity transformation when they use deposits which are normally short term to 
funds loans that are long term. Nigerian Banks and other financial institutions act (BOFIA) 
of 1999, defines NBFI’s as any individual, body, associations or group of persons, whether 
corporate or unincorporated other than the bank licensed under the act which carries on 
the business of discount houses, finance companies, money brokerage and whose 
primary objective include project financing, equipment leasing, debt administration, 
funds management, private ledger services, investment management, local purchase 
order financing, export financing, projects consultancy, pension fund management and 
such other services as the bank may time to time designate. Its carefully noticed by the 
researchers that BOFIA definition of NBFI’s include institutions that have no full banking 
licensed and are not authorised to accept deposits from the public. Non-the less, NBFI’s 
provide alternative financing services to the economy that include management of 
individual and collective investment, money transmission, and polling of risk among 
others. The central Bank of Nigeria CBN regulate and supervise the following categories 
of NBFI’s Bureau de change, finance companies, discount houses, microfinance banks, 
primary mortgage institutions and development financial institutions such as Federal 
Mortgage Bank of Nigeria, (FBN), Nigeria export Import Bank (NEXIM), Bank of 
Agriculture (BOA), among others. Thus, the role of NBFI’s in the economic growth and 
development has been recognised which also translate in the growth of SME’S.      
 
NBFI’S and SME’S growth in Gusau, Zamfara State Nigeria; 

the recent economic crises as a result of covid 19 pandemic has affected the globe, Nigeria 

and Zamfara State the study area in particular. Gusau is the capital city of the state with 

above (600,000) population (NPC, Undated). With more than (300) SME’S both 

registered and non-registered, according to the state chambers of commerce record 
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(undated). The most recent study reveals that level of literacy in the state is low, economic 

activities are very low and the state rank as the poorest state in the country. NBS (2019). 

The categories of business organisations in the state are both small and medium firms, 

most of them are unregistered (SBA, 2014), the educational level of majority of the owners 

is within the range of primary-secondary level of education (SBA, 2014).  

The recent pandemic of covid 19, has further expose the risk of SME’s in the state despite 

the inadequate financing nature experienced by the SME’s in Gusau metropolis which 

devastated the economic activities in the metropolis and the state bringing the ranking of 

the state at the lowest level in comparison to other states in Nigeria. Before the covid 19 

pandemic SME’s in the state suffer from unhealthy financial status leading to the closer 

of more than 1/3 of the total registered and unregister SME’s in the state NBS (undated), 

as at June 2020 during the covid 19 pandemic almost 95% 0f the SME’s in the state are on 

financial life support. (Auckey,2019). Over 80% of SME’s in the country suffer the same 

unhealthy financial status causing danger of the business inexistence. (NBS, 2020). The 

preventive measures to curtail the collapse of the SME’s is provision of adequate financial 

palliatives by relevant stakeholders which among is NBFI’s. Despite the existence of 

financing agencies in the state such as discount house, pension funds and mortgage 

institutions another anomaly to the provision of funds to the SME’s in the state is lack of 

education by the SME’s owners on how to apply and secure necessary funds to boost their 

production level (Adeyele & Osemene, 2018). And this work intends to prove the 

relationship between NBFI’s and SME’s growth amid financing strategies.      

 

Empirical Review.  

Studies before this that has used relevant construct were reviewed. for example, Babbuli 

and Bello (2018) using simple percentage and chi-square to analyse the impact of NBFI’s 

on the development of SME’s they found out that NBFI’s has significant relationship with 

the growth of SME’s. in a similar result, Adoku, (2011) assess the level of NBFI’s financing 

adoption by SME’s. The outcome of the findings revealed that most of the SME’s do not 

benefit from finances by the NBFI’s, and the level of their education to NBFI’s financing 

to SME’s is relatively low. Also, Panigrahi (2012) examines the level of SME’s relationship 

to secure finances from NBFI’s and their business sustainability. The study revealed lack 

of adequate relationship between NBFI’s and SME’s chances of benefiting from financial 

aid from NBFI’s and also very low education on financing means by the NBFI’s. It’s also 

pointed by Ahmad (2014) assessing the extent of NBFI’s adoption of financial strategies 

by SME’s and result many SME’s are facing issues ranging from lack of good financing 

management strategy, inadequate NBFI’s financing education, non-compliance to NBFI’s 

financing policies and generally lack education on the subject matter and personal know 

of the NBFI’s programmes. Adeyele and Osemene (2018) assessed the risk exposure and 
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management of SME’s to financial loans and find out that the understanding of risk 

exposure and management among SME’s owners is low. Chudokufa and chiliya (2017) also 

examines the relationship between SME’s and NBFI’s management in south Africa. They 

discovered that, the relationship is very strong. While in Longenecker, Moore, and petty 

(2018) argue that NBFI’s managers are not encouraging the SME’s owners to secure 

financing aid rather they create cumbersomeness in their relationship. In the same vein 

Mthimkhulu (2018) laments that NBFI’s prefer to deal with big business than SME’s, hence 

the below hypothesis.       

 

Hi: There is a significant relationship between NBFI’s Financing Strategy and SME’s 

Growth.  

Methodology: 

Study Area: Gusau Zamfara State, Nigeria. Is selected because of experience economic 

backwardness in the state and the poorest in Northern Nigeria (NBS, undated). The was 

curved from the former Sokoto State comprising present Kebbi State and Sokoto state 

also. The state was created during General Abach regime with currently 14 local 

governments and Gusau as the capital city. The state population as at last conducted 

census is about 3,435,657 with the highest population concentration in capital about 

1,234.123 and more than 300 SME’s concentration in the capital city. (NPC, undated) 

 

Research Design: 

A descriptive design was carried out to examine the relationship between NBFI’s 

financing strategies and the growth of SME’s in Gusau, Zamfara State, Nigeria. A simple 

sampling technique was employed to choose 35 SME’s and 3 NBFI’s in Gusau city out of 

the total unregistered SME’s in state. The sample size was determine using Kregcy and 

Morgan finite sampling technique.  

Research Instruments: Questionnaire was adapted from previous relevant studies. The 

choice of questionnaire was because it poses a broader view than survey of the 

population, less cumbersome than individual interview, and confidentiality was assured 

and people contribute because their anonymity was assured. And questionnaire is easier 

to analyse.  

Reliability and Validity: Test and re-test method was used for the instruments reliability 

while face and content was use to ascertain the validity of the instruments in which 

professionals, practitioners and scholars were given the instruments to scrutinise and 

evaluate.  

Method of Data Analysis: Data were analysed with the aid of descriptive and inferential 

statistics.  
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Results and Discussion: 

Table: 1: Level of Education of NBFI’s among SME’s 

LEVEL OF EDUCATION OF NBFI’S AMONG SME’S FREQUENCY % 

VERY HIGH 4 11.4 

HIGH 8 22.9 

LOW 15 42.8 

VERY LOW 8 22.9 

TOTAL 35 100 

MEAN                                                             18.78 

STANDARD DEVIATION                            4.23 

Source: Authors computation 2021 

 

Table (1).  The level of education of NBFI’s among SME’s shows that (15) respondents 

representing (42.8) percent testified low level of their education in relation to the NBFI’s 

financing strategies, also (8) respondents representing (22.9) percent signified both high 

and very low respectively of their know how to the policy strategies of NBFI’s while only 

(4) respondents representing (11.4) percent confirm high information of NBFI’s financing 

strategies. The outcomes concurred with the following studies in Adoku, (2011) assess the 

level of NBFI’s financing adoption by SME’s. The outcome of the findings revealed that 

most of the SME’s do not benefit from finances by the NBFI’s, and the level of their 

education to NBFI’s financing to SME’s is relatively low. Also, Panigrahi (2012) examines 

the level of SME’s relationship to secure finances from NBFI’s and their business 

sustainability. The study revealed lack of adequate relationship between NBFI’s and SME’s 

chances of benefiting from financial aid from NBFI’s and also very low education on 

financing means by the NBFI’s. It’s also pointed by Ahmad (2014) assessing the extent of 

NBFI’s adoption of financial strategies by SME’s and result many SME’s are facing issues 

ranging from lack of good financing management strategy, inadequate NBFI’s financing 

education, non-compliance to NBFI’s financing policies and generally lack education on 

the subject matter and personal know of the NBFI’s programmes. This result, therefore, 

called for the stakeholders of NBFI’s such as the government, management of NBFI’s and 

scholars to organise requisite knowledge of NBFI’s financing strategies through seminars, 

conferences and media outreach for SME’s owners in Gusau Zamfara State.    

 

Table 2: Challenges of using NBFI’s Financing Strategies by SME’s 

Statement                 Observation         Mean             Chi-Square                  Remarks 

Non response 35 1.8 134.755 (p≤ 0.5) Accepted  

Lack of Education 35 1.3 124.755 (p≤ 0.5) Accepted 
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Level of Education 35 1.4 135.755 (p≤ 0.5) Accepted 

Policy Education 35 1.6 114.755 (p≤ 0.5) Accepted 

NBFI’s Financing 35 1.5 144.755 (p≤ 0.5) Accepted 

Grand Mean 18.55 

   

Table 2: Reveals the challenges facing NBFI’s financing strategies and the growth of SME’s 

in Gusau Zamfara State. The grand mean of (18.55) and   P.Value of Chi-square which is 

(0.000) shows agreement that the above factors are the challenges facing NBFI’s 

financing strategies and the growth of SME’s in Gusau Metropolis Zamfara State, Nigeria. 

The study was confirmed by finds of Ahmad (2014) and Sajuyigbe (2016), that some SME’s 

face managerial issues of securing and applying finance with the NBFI’s.   

 

Table: 3. Distribution of Respondents by SME’s Financing Strategies Issues. 

Statement                                     Observation              Mean                    Rank 

Volcanizes (Small SME’s) 35 6.8 1st  

Furniture  (Small SME’s) 35 5.4 3rd  

Welding   (Medium SME’s) 35 4.8 4th  

Mechanic (Medium SME’s) 35 4.5 5th  

Rewinding (Small and Medium 

SME’s) 

35 5.7 2nd  

Average Mean 2.86   

Source: Authors Computation 2021.  

Table 3 above indicates issues faced by some of the respondent SME’s. The average mean 

indicates the that issues faced by SME’s are real. Volcanizes, Rewinding, Furniture, 

Welding and Mechanic are facing financing strategies issues with the NBFI’s sequentially 

from 1st -5th and mean values of 6.8, 5.7, 5.4, 4.8 and 4.5 respectively. The implication of 

this findings for  the SME’s to benefit more from NBFI’s finances the stakeholders should 

put more policies to checkmate NBFI’s financing strategies to SME’s in particular.    

 

Table 4: Result of Analysis of Variance (ANOVA) 

Statistical Model      Sum of Square   Degree of    Mean            F                     S.Value 

                                                               Freedom     Square 

Regression 217.221 1 217.221 189.341 0.000 

Residual 117.122 231 1.222   

Total 334.343 232    

It’s confirmed by the results above given a statistical significant as the p-value (0.000) ≤ 

alpha value of (0.05) which make the (Hi) to be accepted and conclude that there is a 
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strong relationship between NBFI’s financing strategies and SME’s growth. The result 

coincides with the findings of chudokufa and chiliya (2017). That there is strong 

relationship between NBFI’s financing strategies and SME’s growth. This implies that if 

NBFI’s will advocate more financing strategies SME’s will grow and grow.      

 

Conclusion and Recommendation: 

The study determined the effect of NBFI’s financing strategies on the growth of SME’s in 

Gusau Zamfara State, Nigeria. Gusau Zamfara State Is selected because of experience 

economic backwardness in the state and the poorest in Northern Nigeria (NBS, undated). 

The state was curved from the former Sokoto State. Lack of vibrant real economic 

activities was among the causation of the State backwardness and this also attributed to 

the negative contribution of SME’s in the state. The study reveals a strong relationship 

between NBFI’s and SME’s growth in the State and Gusau metropolis in Particular. The 

outcome of the study is sectional, the need for a broader outlook of area of study may 

bring a larger outcome of similar or different outcome hence, the need for further studies 

in other global areas. Also NBFI’s should engage more SME’s on sensitization seminar, 

workshop and educative interaction for adequate knowledge of their financing 

strategies.   
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