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Abstracl

Limited access lo finance by SE operators has been a major hindrance (o the development of SHES in Nigeria. This necessitated frantic elforts by governmeal at all levels
to remove this blockade including Kwara State, llence. this study investigates the impact of Micrafinance Banks on the development of Small and Medium Seale Enterprises
in kwara State. Primary data were collected through a sell-structured quesliennaire that was developed and administered to 195 SMEs operators in Kwara State. The dat
were analysed using descriplive statislics, correlalion. and multiple regression. The empirical analyses showed [hal, al 3% significance level, there is 2 strong positive
relationship between timely access to finance and SMEs development, deposit mebilisation has a signilicant positive impacl on SVEs development, and noa-financial
services of Microfinance Banks have a significant positive effect on SNEs development. The sludy, therefore, recommends that Microfinance Banks should ensure timely
access Lo loans by SMEs operators 1o embark an profitabile and value-added investment projects. The study also recommends that Miceofinance Banks should improve their
deposil mobilisation lo enhance their liquidily and in-lurn boost their capacily lo grant loans to SMEs operators which will increase their profitabilily,

Keywords: deposil mobitisation, developmenl, micrafinance banks. non-financial services, SHEs

1. Introduclion

Small and Medium Scale Enterprises (SMEs) are the locomolives for grawth and developmen! of any sociely or nation, specifically, developing nations. This is because ol
their roles in employment for the lcaming unemployed youths, provision of varielies of goods and services, wealth creation, and improvement of Gross Domestic Product
{GDF') of developing economies of the world as well as instruments for ensuring and sustaining tranquil coexistence among socielies. Obokeh. Monday and Ojiako (2017)
are ol the opinion that small and medium-sized enterprises (SMEs) also play a crilical role in the suslainable cconomic developmenl of many nalions because it has been
identified as a catalyst for economic growth and development in all economies of (e world {developed and emerging).

Throughoul the process of financial deregulation and modernization, the governmenl and Central Bank of Nigeria have developed 2 number of financial services
programs targeled al small scale industries and local operators to encourage sell-sufficiency and promole main-stream financial transactions such as the People’s Banks in
1989, Communily lanks in the 1990s, Family Economic Advancement Program (FEAP) etc. Despite all these SMEs assistance programs initialed by the government over the
years, the desired goal of economic development (hrough SHES has not been achieved (Yumkella & Vinanchiarachi, 2003). The reason bebind this failure is due lo the
couniless of challenges faced by SHEs among, which are lack of long term financing, inappropriate management skills, itle market access, lopsided legislation, the dearth
of-adequale infrastructure, ele. It was fowever beieved thal thy advangemenl of Microfinance Bank would break the blockade lo access capilals by fow-income individuals
and"SMEs operators for developmental purpases; correct the deficiencies of prior microcredit institutions that west in existence before the advent of Nicrofinaace Banks
and belps in achieving economic development,

Despite the potentials of rapid ecanomic growth and development at all levels that Small and Medium Scale Enterprises (SMEs) portray, inadequate access to long
term financing. lack of required skills and awareness, poor banking habit of petly traders and policy somersaull by the regulators have always hindered Small and Medium
Scale Enterprises (SMEs) to achiove these greal polentials, Access (o finance is the most paramount among these challenges as Musamali and Tarus (2013) emphasized that
aceess Lo finance has four key dimensions: physical access, affordability. appropriate features (e.¢. non-financial services) thal meel the needs ol SMEs and appropraate
terms thal ensure effeclive inclusion of all calegories of polential SMEs. Inaccessibility to finance has truncated many business as reported by International Finance
(orporation (11C) in 2002 that only 2 out of 10 newly established businesses survive up to the ith year in Nigeria and this was further substantiated by Small a0d Medium
Enterprise Development Agency of Nigeria (SVED\Y, 2007) that only 15% of newly established businesses survive the first five years,

Furthermore, in April 2011, the Central Bank of Nigeria revised the Microfinance policy. Regularily and Supenvisory Framewark of 2003 wilh the objectives of easing
the purvey of eredil to the SMES as well as rendering non-financial services thal might influence the development of SMEs in Nigeria. Hlowever, the capacity of Microfinance
Eauks has been pul on inquiry lo achieve (hese objectives. Central Bank of Nigeria later reported in 2011 that Mierofinance Banks” performance was poor and this was
atinbuted to low capital base, poor deposit mobilisation which has limited their capacily to grant credit Deilities. trend in the proportion of loan adminisiration to SMEs,
et ul reedil as 3 component of total overhiead costs, poor liguidily managemeat. incansistency in policy [rameworh among others.,

Lanpliatieally, limited aceess by $MLs operators lo various sourees of finance has been the persistent hindrance o the development of SMEs in Awara Stale. The AN
ballson Micro Samall and Medium Enterprises Development Fund established by the Teatral Bank of Nigetia in 2017 could not be accessed by the entreprvncars 1 hwara
Sate dur b the stringent conditions allached to the fund (National Pilel, 2017y, This is because the lund was made mailable through the depost meaes haaks The
depual ey banks prefer to loan ool their funds 31 2 bigher interest rate rather than making the (B\SNE deselopment fund available to Ihe eatreprvsears
Microlimauce Banks in hwara State, therefore, is usually the fist point of contart (or the valtepreacurs aoling the fact of the hented capaaiy of thee mmbinzae
sshiluliony,

I is aganst all e lacherogs that Wiy researeh, therelore, sevks o examine he impact of Microlinanee Baoks on the des elopment o Maall 2ed Nealigm Na'e
Lutesprives (ML) in hwara State, Do order o aehiese tis, the fullowing by potlieses in their null ot are ieteld,

ez thiete is no upnih”ul "hl""“hjp Lielw een L It aiees Do Migrolinanie Banks buan Laoalilies and sl l]r\flul'llll’ﬂl.
U deposit mabiliation of Miceofinanse Banks dves oot have mpact ua the developueat ol
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Wz \onfinancial Services of Microfinance Danks do not have significant eflect on the development of Small and Medium Scale Enterprises.

3 Literature Review

The definition of SMEs vanes across nalions and conlinenls depending on several faclors such as the number of employees. aperalional capilal. rale of lurnover. assel base
among olhers (Egbuogu, 2003). The Central Bank of Nigeria ((BY, 2001) defines small-scale enlerprises as an enlerprise whose annual lurnover ranges belween %25.000
and 330,000, Chukwemeke (2001) defines small scale business as one whose tolal invesiment in capilal. equipment. plant and working capital are less than 4250,000 and
cagaging lewer than 30 lull-lime workers. Ogundele (2007) defines SMEs as ene who has a minimum of 5 employees wilh a minimum capilal oullay of nol less than
A3,000.00. The Central Bank of Nigeria examines the small scale business [rom ils annual turnover perspeclive while the Federal Ministry of Commerce and Industry
considers the lotal investmenl or working capital to categorize the size of business. The Small and Medium Industries Equily Investment Scheme (SMEIES) defines Small
and Medium Enlerprises as any Enlerprises wilh a maximum assel base of %200.000 excluding land and working capilal; and he number of employees [rom 100-300
(llussain, 2009). Oladejo (2013) emphasized thal the definition of SMES is peculiar o countrics. In Ghana, the widely used criterion in defining SMEs is the number of
employees. Furthermore, Lhere are divergence views wilh regard 1o the maximum number of employees used by the various official inslitulions. In countries such as the
IS\, Britain, and Canada, SME is defined by annual turnover and number of employees. In Brilain for example, a business wilh an annual turnover of €2 million or less
wilh fewer than 200 paid employees is considered 1o be small and medium scale.

Aecording to Muktar (2009), finance is a precondilion lo the growth and development of any enterprise. The finance sources available to SMEs as enumeraled by
Ewiwile, Azu, and Owa (2011) include the finance Irom owners’ savings and his or her associales including family and [riends who may or may not be partners or
sharcholders in the venlure: partners and shareholders in the venture; banks and lending instilulions: the small business administralion and financial assistance
programme: members of the irade. including suppliers of malerials such as manufacturers and wholesalers, and in some instances, customers who prepay their contracls
and other businesses, local capilalist sales finance companies, factor and olher sources. Among Ihe sources mentioned above, personal savings are the mosl convenienl
source of linancing lo quite a number of people (Gulani & Usman, 2013).

Suberu. \remu, and Popoola (2011) opined that a major barrier to the rapid development of the Small and Medium Scale Enterprises (SMEs) is a shortage of both
debl and equily financing. Accessing finance has been identified as a prominenl elemient for SMEs lo excel in their efforls in contribuling to poverty alleviation in
developing counlries, to build produclive capacity. lo compele, and 1o creale jobs. Withoul adequate financing. small scale enlerprises” abilily 1o procure or absorb new
lechnologies is limiled. Over lime, the bankiog sector has been the largest and major source of external financing for small scale enlerprises, by and large, il is believed
that SME sector’s needs are being underserved. This has prompled Small scale enlerprises lo draw finances from allernalive sources. Salta (2003) believes that small firms
rely preportionally more on non-bank services such as internal funds (savings, reformed earning family network) and the informal seclor (money lender) due lo their
inability to provide the collateral needed by the deposit money banks.

Asor, Essien, and Ndiyo (2016) posited thal the primary purpase of establishing microfinance banks in Nigeria was poverly allevialion through the provision of
financial services to the poor. By providing these services. the microfinance banks conlribule 1o the growth and wellbeing of the economy through the enhancement of

“avings and investmen! opporlunilics, improve income distribulion of the Nigerian -population, and encourage rural indusirialization \hereby reducing rural-urban
migration. They lurther encourage enlrepreacurship behavior among the youlh by providing them with financial services thal would allow them lo engage in econamic
activities and become sell-reliant. By doing this, microfinance banks help Lackle the problem’ef poverty and unemployment through Small and Medium Scale Enterprises.
In addition. access to finance and financial inslitulions is an essential tool for SMEs growth and developmenl globally, Nigeria inclusive, Inability to access finance has
truncaled the efforl of entreprencurs lo engage in new business venlures. limiling economic growth and offen. the entrepreneurial aclivilics are neither financially nor
environmentally sustained (Aweyemi, Osunyikanmi & Akomolafe. 2011 Idowu 2008: Diagne and Zeller 2001). Noting this [acl was why Microfinance Banks were opted for
as 2 model to boost entreprencurs. With the Nigerian population of aboul 130 million and GDP of $103.10 in 2016, Small and Medium Scale Enterprise (SMEs) have
contributed about (8% from 2011 lo 2016. This is because, apart [rom the numerous goods produced by SMEs. they provide veritable means of large scale employment as
they are usually labour intensive (The Nation, 2017).

The expanding microfinance indusiry in Nigeria faces enormous challenges that inhibit their ability to function and contribute oplimally lo the economic
development of Nigeria. According lo Adeyemi (2008). some of the problems Laced by microfinance banks comprise undercapilalization, inefficient management. which has
impinged on their ability to perform. Also, Xwanyanwu (2011) listed diversion of lunds. inadequate finance. the inconsistency of government policies and huge loan losses
 hindrances 1o the grawth of this subsector. Kanu, Clementina, lsu and Gabriel (2013) cited the following as consirainis faced by microfinance banks: low capilal hase.
imsiders abuse, inadequate business opportunily in Nigeria, change in goverament policies. and focusing on the wrong group of customers, Molabi and Oni (2013)
olarnvid that contrary to much expectation of improved performances of the microfinance banks in strengthening the operalions of the SVEs in Nigeria. Microfinance
Banks lave ool been able to fulfil optimally, the objectives lor which they were established. This may be due to any or a combinalion of faclors such as high operalional
onts. lark, ol public conflidence, Laek of shilled human capital. misplaced philosophy. ethics and cultare. regulatory challenges and corruption. embezzlement amd frauds
Uslade. \musa, and \dehunle (2013) opined that to achieve sustainabilily. microfinance must devise strategies 1o ellfeclively address the b challenges of high operating
eosd, tepasmenl probleo, inadequately experienced credit stall. lack of re-financing Lacilities. client apathy and drop-out. internal control challenge,

Thas study oy anchored on two theories which are Transaction Cosl Theors and Theon of Mage Ueselopment, The transaction cost approach fo the theurs o the hirm
was propounded by Konabd Coase (1937) in his anticle "The Problem of Social tosl™, The theory postulates that “m ander fo carey oul 3 markel teansacton, i1 s aeeesan
to distonet who il i hat one wishes b deal with, 1o conducl negotiations leading up fo 2 bargain, 1o draw up the contracl. lo umderlake the inspection nealad o make
sure that the feras of the contranl are being observed, amd so on”, More saccinelly traasaction covls comprise search and infurmation ooy, bargainiig and decison onds
and polg and eaforcement custs, The tramsachion conl ean be conceptualized as 3 non-finanal ol meoreed i oeedit delvers b the barruwer and the leader beloee.
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dunng amd altee the disbursement of the loan. The cost incurred by the lender (Microfinance Banksy include: cos! of searching for funds lo loan oul, cost of deigniny
erndil conlracts, cost of sereening borrowers, assessing project feasibility. cost of scrutinizing loan application. cost of providing credit training to sl and borrowers,
and the cost of moniloring and pulting into effect loan contracts, On the other hand. the borrowers thal is SMEs for this case may incur cost ranging from cost associated
in screening group members (group borrowing). cost of forming a geoup. cosl of negolialing with the lender, cosl of filling paperwark, Iransportation 1o and from the
financial inslitution. cos! of lime spenl on project appraisal and cost of altending meelings.

According to the influential theary of stage development propounded by Churchill and Lewis {1983), growth is part of the matural evolution of a firm and small
businesses vary widely in size and capacity for growth. also characlerized by independence of action. differing organizalional structures, and varied management siyles.
The theory assumes that for awners and managers of small businesses. the understanding of nalure, characlerislics, and problems of business can aid in assessing currenl
challenges thereby proflering solutions to maintain planned growth and development, The authors identify five stages of growlh: existence, survival, success, lake-oil and
resource malurily. In every stage of development. a diverse sel of faclors is important to the firm's going concern and success. Growth lhresholds may exisl as stumbling
blocks 1o the ransition [rom one stage lo the next.

- Numerous researches have been conducted in this area of study with various findings, conclusions, and recommendations across he globe. Thus, the available
works of literiure present divergent views on how and to what extent Microfinance Banks impact on the developmen of Small and Medium Scale Enterprises (SVEs).
Wang (2013) studied the impact o microfinance on the developmeni of Small and Medium Enterprises (SMEs) in Taizhou. China The study used survey dala collected from
SMEs in Taizhou. Zhejiang and the resull showed Wbl microfinance plays a crucial role in the revenue and profit growth of SMEs. The study then revealed thal SVEs with
higher financial risk and lower levels of productivily are more fikely the firms lo%eek microfinance services. Similar research was conducled in Somalia, Abdinor (2013)
established the effect of micrafinance instilulions lending on the growth of Small and Medium Enterprise in Somalia. The descriptive design was selected in the study
probability sampling lechniques was used lo create 2 sampling frame for Small and Medium Enterprises. Findings show that METs lending effect on the growth of small and
medium enlerprise in Somalia and have a positive relationship. In Ghana, Ahiabor (2013) worked on the impact of microfinance on the development of SMEs in Accra.
Ghana. Descriplive slatistics which involves simple percenlage graphical charts and illustrations were lactically applied in dala presentations and analysis. The findings of
the study revealed that a significant number oL SYIEs have the knowledge of the existence of MFls and some acknowledge positive coatributions of MFls loans towards
promoling Lheir growth,

Quaye, et al (2014) assessed the role of the stakeholders, microfinance institutions (MFls) in helping to bridge Ihe financing gap faced by SMEs in Ghana. The study
revealed (hal the operations of microfinance instilutions (MFls) are having a posilive impact on $MEs and some risk miligation lools adopted by MFls in granting leans to
SMEs amang which are the provision of collateral security(land or any ether valuable asset), business records, credil history among others should be less restrictive. [n a
similar study conducted in Rwanda. Musomandera, Jaya, and Anthony {2015) examined microfinance and business growth of women Small and Medium Enterprises in
Rwanda. The researchers used a descriptive method of study based an qualitative and quantilative approaches in order lo gel beller analysis of the sludy. In the findings,
il was l:suhiuhed that Microfinance inslilulions provide many dillerent services like loans, advice on invesiment, savings and training on invesiment Lo women SMEs in

"Kjcukiro district. In kenp. Kibet, Kenneth and Omwono (21}1:1} sludied the effects of Microfinance credil on the perlormance of Small and Medium enterprises in Uasin
Gishu Coynty, Kenya. The sludy tmpln}s an ex-posk faclo design. In the fnal | analysis, the research eleatly found that MFC has a positive effect on the performance of SMEs.
The study recommended that in order lo enhance 2 sustained and accelerated growlh in the aperations of SMEs credils should be client-oriented and not product-ariented.
Pei-Wen, Zariwayali, Diana-Rose, and Annuar {2016) examined the impact of microfinance facilities on the performance of Small and Medium Enterprises in Malaysia.
Primary data was used for the sludy and queslionnaires were administered lo the owners of SMEs which fall inlo a microenterprise calegory in the Klang Valley. Results of
regression analysis demanstrated thal microfinance has a significant effect on SMEs’ incomes. llence, lo enhance SMEs developmenl. the study suggested thal more
micrafinance institulions (MFls) will assisl in providing more micrefinance facilities lo SMEs.

Coming down 10 Nigeria, Idowu (2008) carried oul a study on the effect of microfinance banks on the Piggery business in Osun state. They found among others, that
level of education, years of experience in piggery farming and the number of pigs had significant posilive elfects on funds sourced from financial inslilutions. In the syme
vein. Ekpe (2010) investigated the effect of Microfinance factors on women Entreprencurs’ performance in Nigeria. The sludy revealed thal women enlreprencurs, mostly
in developing counlries, have difficully in accessing micrafinance factors for their entreprencurial activily and as such have low business performance compared lo their
men counterparls, whereas the rale of their participation in the informal sector of the economy is higher than males. and micrafinance faclors could have posilive elfect on
enlerprise performance. Also, on a sludy of the elfectiveness of microfinance banks on poverly allovialion in Kwara stale of Nigeria done by Yahaya. Osemene. and
\bdulrahieem (2011). They found that their loans lo SWEs reduced poverty, impraved employment epportunilies. and performance of SMEs in kwara slate. Suberu, et al
(2011 assessed the impacl of micrafinance inslilutions on small scale enterprises in Nigeria. The simple random lechnique was employed in selecting the small scale
enterprises used in the research, The findings reveal thal a significant number of small scale enterprises benefited [rom the microfinance inslitution loan even though oaly
a fw of them were suilable T soeure the required amouni needed. Babajide (2012) investigated the elfect of microfinance on micro and small enterprises” growth in
Nigeria, The study used panel data and mulliple regression analysis to analyze a survey of 302 randomly selected enterprises financed by microfinance banks and fouud
ol that husiness size and location have a positive elfect on enterprise growth, The study. thus, cecommended a recapitalization of microfinance banks lo enhance theie
tapacily lu supporl siall and business Hﬂ}hlh l‘\ll]ﬂ\illﬂ. ni and ||J|'|i?;l {_’[II_‘] carried oul their research on (he role of Ilﬂ\'l'lllml'm and financial instilutions in the
development of SMLy in \igeria and found that fimancial inslitutions provide the necessary financial lubricant that farilitates the development of ML but that
geveininent needs (o step up its policy implementation to complenient their elforts,

Uladejo (2003) evaluated the Migerian Microlinance Banks” credit administration on SMLUs operation. Uata were collected through a questionnaire adminstersd on
MLy as well as the annaal reports and accounts of the selected M, Analysis of the date and I potheses conducted revealed a posttive and sgnilicant eelatwnship
et ven i o redit delneny service of selested 1By and SMEs perlormance, Gulani, ef al (2013) evaluated the challenges SEs Bee in finanang new or existing busiess
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ia Gombe Sute. The study adopted a purposive and simple random sampling tochnique to draw samples and dala were analyzed wsing the chi-square melhod. The siudy
revealed that there is no significant difference in the dilficulties SNEs [ace when accessing finance from various sources.

In smilar research, Alalade, ef al (2013) examines microfinance bank as a catalyst for entreprencurship development in Nigeria: a case sludy of Ogun Stale. The
sunvey research design was adopled and data collected through the financial statements of some selecled microfinance banks, The study revealed that there is no
significant impact of microfinance bank operations on entreprencurial development in Ogun State and the capilals of these banks are nol adequate and there are high
incidences of non-performing loans. Afolabi. ef al (2013) examines the impacl of microfinance banks on Micro. Small and Medium Scale Enterprises (MSMEs) in Nigeria. \
sunvey questionnaire was used o colleet data from the respondents. Findings show that there are challenges of access credil facilities. the micro-credit programs have
increased sell-employmen, creale jobs and enhance economic growth. It was recommended thal the supervisory agency ((BN) should ensure thal Microfinance banks
operale in line wilh the microfinance policy objeclives of in¢reased credil access to Micro, Small and Medium Scale Enterprises (MSMEs) for suslainable development.

Duru and Ogbe (2013) worked on the relationship beiween microfinance banks and financing of SMEs in Kogi stale of Nigeria. They found that beneficiaries of
microfinance banks® loans improved in their income-generating abililies, equipmenl acquisition, employmenl generalion and improved standard of living. bul wilh a high
defaull rate in loan repayment. Olowe. ef al (2013) investigated the impact of microfinance on SMEs growth in Oyo State. Nigeria. A simple random sampling lechnique was

- used to select a tokal of 82 SE operalors thal constilaled our sample size. Pearson correlalion coefficient and mulliple regression analysis were used lo analyze the daha,
The results from this study showed that financial services oblained from MFBs have 2 posilive significant impact on SMEs growth in Nigeria. The resulis also revealed thal
the duration of loans has a positive impact on SMEs growth bul nol statistically significant. Ashamu (2014) examined the impac! of microfinance on small scale business in
Lagos Sale. A simple random sampling lechnique was employed in selecting 110 SHEs. The study revealed that the subseclor faces a number of challenges despile the
phenomenal grawth of microfinance instilutions in Lagos State. The study recommended that urgent need and implementation of a palicy framework thal would regulate
and standardize the NFI's operations. Awayemi. ef al (2014) examined the impact of microfinance banks on ihe small scale enterprises in Abuja. Nigeria. Descriptive
analysis and the chi-square method were used to achieve this staled objective, The findings of the sludy revealed that Microfinance banks do not have a significant impacl
on the growih of small scale enlerprises. In addilion. factors such as MFDs loans are nol easily accessible. high-interes! rate charge: unsalislaclory repaymenl period
among olhers reduces the impact and contribulion of MFBs to the prowth of SHEs al large.

Adeati. Gbadeyan. and Olawale (2013) worked on the impact of microfinance eredil on the survival of small- and medium-scale businesses in [repodun Local
Governmen! Area (LGA) of Kwara State, Nigeria. The two [unclional microfinance banks in the Irepodun LGA were the population/sample for the sludy. ANOVA was used to
test the hypothesis. The findings showed thal microlinance banks contribute immensely to the survival of small- and medium-scale enterprises in the study area. Akpan, et
al (2013) investigated the contribution of microfinance banks lo the development of small and medium scale enterprises in Nigeria. The ordinary least square analysis was
used and based on the resulls gotlen, both hypotheses were rejected. Ekpudu. ef of (2015) examined the effect of microfinance banks' loans on Small and Medium
Enlerprises (SMEs) performance in south-west Nigeria. The hypothesis of “no ellect™ was lesled using multiple linear regression. The results of the lest revealed- that
.'.imrmn_t.mk; Ioans 1p SMEs have an elfect an SMEs performance in soulh-west Nigeria. ' p

" “Asor el al (2016) examine the impact of Microfinance Danks on Small Scale Busiriesses in Calabar Metropolis of Cross River State. The nature of the research was
descriplive and the research design was survey design which covered both the Small Scale Businesses and.the Microfinance Banks in Calabar Melropolis. Siruclured
" questionaaires were designed fo enhance the collection of related data used for the analysis involving simple percentages. The sludy reveals the increase of Microfinance
Bank operations in recent years and the challenges faced by both the Small Scale Businesses and Microfinance Banks. Gbolagade and Ka'oje (2016) invesligaled the
coniribution of Microfinance Banks (MFBs) o the performance of Small and Medium Enlerprises (SUEs) in the North-West zone of Nigeria between 2006 and 2010, A survey
approach was adopted while dala was collected using Iwo sels of questionnaire schedules. |1 was found thal a large percentage of the bencficiaries ol microfinance banks
reported 2 high positive impacl of microfinance bank loans on their performances. In the same vein, Obokoh. el ol (2017) assessed the extent to which currenl
microfinance lending impacls on indigenous SVE's access lo finance and how the intermediation services of the microfinance banks (MFBs) affected the development of
SMEs. Questionnaire was administered to 300 idenlified indigenous SMEs in four states (provinces) within Nigeria thal make up the Niger Della region. The result shows a
psilive contribution of microfinance lending to the development of such enterprises. However, indigenous SMEs access lo credit is siill limiled due 10 2 number of factors
amang which are the cumbersome processes., poorly packaged business plans and perceived high cost of credil,

From the review of available literature especially those conducled in Nigeria, Ihe focus has always beea on poverty alleviation. survival and growth of SMEs.
challenges Tacing SVEs. the conlribulion of microfinance facilities o SME growth. challenges in accessing finance from Microfinance Banks. and the performance of S)Ls
among olhers. [0 is. however. pertineol to Turther examine other factors that contribule fo the developmenl of SMEs in Nigeria such as non-financial services o
Microfinance Banks. deposil mobilization by Microfinance Banks and timely access lo Microfinance Banks' loan facilities. Il is against this gap identified in literature that
he study eamines the impact of Microlinance Banks on the development of Small and Medium Scale Enteeprises in hwara Stae.

1, Methodology

For this study. a survey research design was used. Sell-administered questionnaire was used 1o collect data lrom literale respondents (SYEs owners in Kwara $tate). \ total
sumbet of 352 SMLs wworrs were oblained from the records of hwara State (hamber of (ommierce (KW \TIMA) as the population for this study. Dut of this population, 195
AMEs wwnrrs sere selecod s determined by hrejeie and Morgan (10) table. This number was selerted using a stratified sampling technique 1o achieve Ll
erpresentative of the population, This sampliog melhod way informed by the relative humogeneity of SVLs characteristies of the enterprise under the study, To achiese
this. the pesearchier categonierd all the SULs owners in hwara State that make up the ample sice inlo homogencous slrala based on the nature of their business such as
(e, Manulacturingfagru-allied. Trading, Service and Others), Beseriptive statisties of the variables as well av multiple regrevdon analysis was carrial oo to asess the
erlatve predactive poser ol the tudependeal sariable limely aceess o deposit and ava-finaneial senvices on the dependent variable that is SEs development in hwar
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Suate. The economic model ased in this study was adapted from Rolich. of af (2013) where the stody eumised the ellect of Nurolimnce Rasks wrve o e
peclormance of Small and Wedwm Enterprise growih in heaya. The model ased access bo credil. savings mobilization, and manage ral (rusing i prony ber Worralagees
fanks seviees and SME growth in ROA as dependent sarable. Therelore. the model is modified as follow:

SMEd = [ (MIBS) |

MITES = TAL DML \FS.

Whereas: SMEd = Small and Medium Scale Enlerprise Development: iFIS Microfinance Banks Services: Therefore:

SMEd = f (TAL DM: NES)

Substiluting equation 2 into 1, the linear equalion, therefore. looks lhl:

SMEd = o + Bi TAL + Bz DM + Ba NS + 3

Whereas: SEA = Small and Medium Scale Enterprise Development: TAL = Timely Access lo Loan: DM = Deposit Mobilization: NFS = Non-financial Services: [l =
Intercept of the model: Bi. Bzand B = Coelficient of the independent variables in the model: y = Error lerm: The a-priofi expectalion of the model is thal positive
relationship exists between the dependent variable and independent variables i.e. TAL > 0; DM > 0; NFS > 0

1. Results and Discussion
The final questionnaires senl 1o a siratified sample of 195 SMEs owners. 177 copies were returned which represent 90.8% respanse rale. Dut of these 177 questionnaires
relurned, 2 lotal of 167 were usable for data analysis. The remaining 10 questionnaires were excluded due 1o Ihe issue of unproductive responses and oulliers.

Table |
Descriplive Statistics
v Miimum  Naximum Mean S1d. Deviation
SMED 167 1 0 37 7%
W 167 l O 262 LB
o 167 1 O 20 1085
\FS 167 I O 250 &0
Valid N (listwise) 167
Source: Authors computation 2018 -

“Tabe 1 presents descipiv stalitc for th ndependent and dependent varible lmely accss 1 loan, deposit moilsation and non-inancialservices). The mean
bruduﬂbuduhsapuaﬂwbylhtmmdﬂhhlﬂmnmlturwd-nmmhmm“ilnllm

mduﬁiﬂmﬂmmm“m .
Table 2
Gorrelations
SNED w [ \FS
SHED [Erson Correlalion 1 819" 250 bl |
Sig. (2tailed) 000 000 000 . RONES Py e
X 167 167 167 167 : x
w Pearson Correlation a9 1 & i s e
 Sig. (2ailed) 000 000 000 2 : e
i AT 167 167 167 167 o A s S
o spum w o m - g e 5

. 6 ) -—--\?-"-r:ia'-”_,::'-;fr
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Table 3
Model Summary
Vodel O Ciquare [ Adjusted R Square  |S1d. Error of the Estimale Durbin-Yalson
! B e 5 b | an 20

1 Predictors: (Constant). NFS, TAL DM
b. Dependent Variable: SMED
Source: Authors’ compulalion 2018

Table 3 shows the model summary describing the goodness of it of the model. Multiple correlation coellicieats (R) of 0.586 indicaled a strong relationship
between the dependent variable and the sel of prediclors as a whole. The coefficient of delermination (R) is 0,785 which means that 78.5% of variation in the dependen!
variable can be explained by the independent varables while the remaining 21.3% can be explained by the error lerm.

Table 4
e
Model Sum of Squares bi Mean Square F Sig.
1 Regression 82657 3 253 198.290 Jooe
Residual 61 163 139
Total 105305 166
2 Predictors: ((onstant), NFS. TAL DM

b. Dependent Vaniable: SMED
Source: Authors” Compulation, 2018
The above result in Table 5 shows a general p-value of 0,000 which is less than the level of significance at 0.05. This implies that all the variables are stalistically
significant and predict the outcome vaniable. The F-Stalislics (198.290) is equally significant at 3% implying that the overall regression model is fil.
Table 5

Coefficients*
e : - Standardized 8
Cbandardized Coefficients (oelficients Collinearity Statislics
Model B Std. Error Bela | Sig. Tolerance VIF
| (Gonstant) I 124 47 000
"W 183 055 28 13 ol 218 1578
[ 31 060 A% 5246 D00 199 5021
\IS n 058 283 3.3% 000 ST 1934

2. Depeadent Varable: SMED
Source; Authors’ (omputation, 2018,

Table 4 shows the regresson result of the model. The constant is 0991 which implies thal irrespeclive of other independent variables, SMEs developmenl is
constantly alfected by 0991, Timely and casy access has a standardised coefficient of 0.183. This means that for every 1% increase in timely access, SMEs development
increase by 0.183. Furthermore. deposit mobilisation has a slandardised coefficient of 0.313 which implies thal for every 1% increase in deposit mobiliation, S¥bs
development increase by 0313, Finally. non-financial services have 1 standardized coefficient of (1320, By implication. for every 1% increase in non-financial service, SMEs
develupment increase by 0,321,

Moresa. (he standard errors of all the variables are very fow (0121, 0.53. 060 and 0.58 respectively). The general rule is that the lower the standard error. the more
prvcise thee estimates. This, therefore, means that all the indepeadent variables are precise in estimaling the paramelers, \ multi-collinearily lest was peclormad in reganis
o thrwe independent variables e lmely access o loan. deposit mobilisation and non-financial sevices. The resull of the test reveal that Varance laflation Factors (VIS
fof the three sndepeadent sariables were both below the threshold of 3 ((raney & Sares. 2002), indicating the absence of any Multicollineanity.

Akt dasing e analinas ol data galbered through the wse of a sell-structured and administered questionnaire, the empirical Gndings of te rescarch showed that to 2
wery large extenl, Microlinance Banks impact on the developaient of Small and Medinm Scale Enterprises. The lindings indicated that Microfinance Banks provide Gnancial
and oon-hnansial wersioes o low income individuals and SVLs aperatars traditionally aol served by conventional financial institulions. The implication of this is that
comsidering the large population of \igeria, individials, and AMLs aperatars who find it dillicult in meeling the conditions of deposit mones banks result o Wicralinance
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Banks. This pases more pressure on Microfinance Banks to have lieir demands mel taking cognisance of Uhe low capacily of Microfinance Banks. Also, the sludy revealrd
thal cheaper inlerest rale and relaxalion of siringent condilions can allracl SMEs operators lo Microfinance Banhs. The implication of this is thal more SMEs operators will
wan! [o access loans 1o boost their enlreprencurship aclivities in order lo creale more employment opporlunities and conlribule 1o the Gross Domeslic Producl (GOP) of
Nigeria. This finding is similar lo Awoyemi, el al (2014); Abdinor (2013): Kibel, et al (2015) who asserled (hial MFls are concerned willi provision of fimancial services (o
people who are ecanomically poor and (herefore experience financial exclusion in that they do nol have ready access [o mainstream, commercial financial services.

In addition. the findings revealed thal the chances of Microfinance Banks being liquid and profilable depend on how efficiently and effectively they can mobilise
deposil. This is in-lurn used lo grant credil Eacilities 1o S$VEs operalors aller assessing their deposit trend to ensure thal repayment is guaranteed and credit risk is
reduced. The implicalion of this is thal il enough deposils were nol mobilised by Ihe Microfinance Danks, il may creale a cash crunch and hinder the lending caparily of
the Micrafinance Banks. This could result in low profitability of Microfinance Banks as well as the slagnancy in $MEs growlh and development.

Finally, the empirical analysis of the sludy revealed thal a sirang relationship exisls between limely access lo Microfinance Banks [oan and SMEs development. This
is because of the direct impact financial services of Micrafinance Bank have on SMEs. This finding is consisient with Abdinar {2013): Quaye. el af (2014): Oladejo (2013):
Musomandera. ef al (2013): Fei-Wen. ef al (2016) who asserl that SMEs can improve their income and performance when gel funded by Microfinance Banks. Also. Ihe
finding indicaled thal deposit mabilisation has a direct impact on SNEs developments. This is due o the awareness creation by Microfinance Banks 1o improve the banking
cullure of $HEs operalors especially the unregistered ones. The deposil mobilisation. in Lurn, improves lhe liquidily of Micofinance Banks and enhances their lending
capacily lo SMEs operators. The implication of this is that efforis made in deposit mobilisation and timely access to Microfinanice Banks will have a direct consequence on
SMEs developmenl. lowever. he sludy revealed that non-financial services of Microfinance Banks have significant impact on S)Es development. faking cognisance of the
relationship between non-financial services of Microfinance Panks and ather faclors thal influence the development of SYEs.

5. Conclusion and Recommendalions
Based on the findings of the study. it is evident thal Microfinance Banks play a major role in the development of Smiall and Medium Seale Enterprises in Kwara slale, The
role they play includes the rendering of both financial and non-financial servicos lo the low-income caners who are nol primarily served by conventional inancial
inslilutions, Financial services include mobilising and accepting deposits and lending 1o cuslomers while the non-financial services include advisory. consullancy.
Iraining. awareness crealion, moniloring among others, Moreso, il can be concluded based on the findings that in developing SMEs. limely access lo Microfinance Banks®
loan al a cheaper interest rale is very crucial as well as deposit mabilisation, This will aliract SNEs o Microfinance Banks as well as assist The SMEs in huge measures in
carrying oul 2l profilable and value-added investments al their disposal. Eventually. this will have a greal influence on employment generation and baosl the produclion
capacily of the nalion as a whole, Non-financial services are also important despile the fact that the Tinding indicated their insignificance on SNEs development. but they
bave a link with other faclors thal have direcl impacl on SEs development. '
+ In view of the Finding of this rescarch work, Microfinance Banks impact pasilively on the develapment of SHES in Kwara Siate, The study therefore recommends the
following:+ * : # )
f; Hicrofinance Banks should ensure hal [here is ease in accessing loans by SMEs operators as this will boost SMEs capilal base and ensures exccution of
profilable and value-added investment projects which will in long run contribule to the nation’s gross domeslic product (GOP).
ii. In accessing loans. Microfinance Banks should ensure thal the conditions are less stringent so thal the loan can be limely and serve as an opportunity for [resh
entreprencurs who do nol have exisling assels to serve as collaleral,
iii. Hicrofinance Banks should furlher improve on the deposil mobilisation as this will help the Microfinance Banks in terms of liquidily. discourage the
patronaze of the informal financial seclor, improve the banking cullure of SVEs operators and also boosl the Yicrafinance Banks capacily lo grant loans lo
SMEs operalors,
iv.  Microfinance Banks should not stop the non-financial services they render as they correlate wilh other faclors hat direclly have positive impact on SHEs
development. Awareness creation will apen the eyes of the entreprencurs lo olker services rendered by Microfinance Banks that will be beneficial to them.
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