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ABSTRACT 

This study examined the effect of SMEs performance on the development of the Calabar Metropolis. The 

specific objectives were to examine the effect of SMEs employment generation, SMEs utilization of local 

raw materials and SMEs sales level on the development of Calabar Metropolis. To achieve these objectives, 

a well-structured questionnaire was developed and administered on 307 sampled registered SMEs in 

Calabar Metropolis. Out of these questionnaires 298 were duly completed and returned. These responses 

were coded and used for analyses with the help of the SPSS software. The cross-sectional survey design 

was adopted and the ordinary least squared multiple regression technique was used to analyze the data. 

From the analyses it was discovered that SMEs utilization of local raw materials has a positive but 

insignificant effect on the development of Calabar Metropolis. Also, SMEs employment generation has a 

positive but insignificant effect on the development of Calabar Metropolis. Lastly, SMEs’ sales level had a 
positive and significant effect on the development of Calabar Metropolis. Relying on these findings, the 

study recommended that government should encourage SMEs activities by subsidizing the cost of their 

inputs and reducing the level of tax imposed on them  as well as providing non interest funds for their 

expansion and growth. Lastly, the masses should be reoriented on the needs to patronize SMEs as this will 

increase the patronize SMEs product, raise their sales level and fast track their growth. 

Keywords: Small and Medium Enterprises, Utilization of Raw Materials, Economic activities, Economic 

Growth 

 

1.0 INTRODUCTION 

The development of any economy is achieved through the interdependence and interrelationship among 

various business sectors. One major sector that triggers development is the Small and Medium Scale 

Enterprise (SMEs) sector. SMEs are defined as economically independent companies with about 11 to 300 

employees with an annual debit turnover of between N5 million and N500 million (Afolabi, 2013). Though 

no consensus exists on the definition of SMEs, this study adopts this definition. SMEs are sub-sectors of 

the industrial sector and they play crucial role in industrial development (Egbabor, 2004). SMEs have been 

identified as veritable engines that accelerate economic development. By their very nature, SMEs constitute 

the most viable and veritable vehicle for self-sustaining industrial development (Ekpenyong & Nyong, 

1992). According to Ojong, Arikpo and Ogar (2015) they are very vital for the indigenization of the 

industrial sector, creation of employment opportunities, utilization of local raw materials and development 

of local technology and man power needed to feed large scale enterprises. They also correct imbalances in 

development among regions through the distribution of investment projects since they can more readily be 

located in the rural areas (Ettah, 2004). In addition, they have potentials for generating multiplier effects 

through the process of forward and backward linkages with large scale enterprises. According to Fosu and 
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Magnus (2006) SMEs contribute about 20 percent to 45 percent to full employment and equally contribute 

about 30 percent to 50 percent to rural income which are mostly house-holds. 

 

Over the years, governments have initiated numerous programmes and policies for SMEs development in 

recognition of the fact that there are limits to which government alone can promote sustainable economic 

development. This policies came in the form of economic reform programmes targeted at switching from 

capital intensive and large scale industrial projects which was based on the philosophy of import substitution 

strategies to Small and Medium Scale Enterprises which invariably have better prospects for developing 

domestic economy and generating the required goods and services that will propel the economy towards 

development (Oni & Daniya, 2012).  

 

Economic development has been defined as the process whereby the real income of a country increases 

over a long period of time, subject to the stipulations that the number below abject poverty line does not 

increase and that, the distribution of income does not increase neither does it become more unequal. It is a 

complete transformation of a society, resulting in a general improvement in the standard of living. 

According to Ogar, Enya and Arikpo (2015), to enhance and sustain development, government policies 

must be focused on promoting small and medium scale enterprises development through the provision of 

adequate support and infrastructures necessary for the smooth running of SMEs. In line with this, Ojo 

(2009) argued that one of the responses to the challenges of development in developing countries 

particularly in Nigeria is the encouragement of entrepreneurial development scheme. 

 

SMEs in developing countries, like Nigeria are struggling to survive under intense competitive 

environments both domestic and international (Acs & Audretsch, 1987). Small and Medium Enterprises 

(SMEs) in Nigeria have not performed creditably well and hence have not played the expected vital and 

vibrant role in the economic growth and development of Nigeria. The reasons for this situation are many; 

however, Afolabi (2013) noted that financial constraint, explained by high lending rates, high loan 

requirements, lack of entrepreneurial skills, lack of adequate credit to SMEs, traceable to the reluctance of 

banks to extend credit to them,due mainly to poor documentation of project proposals and inadequate 

collateral securities.  

 

These challenges threaten the vibrant positive effects of SMEs from coming through in Nigeria and thus 

hinder the state’s development potentials. It is in view of this that this study is intended to examine the 

effect of SMEs on the development of Cross River State economy. 

 

Statement of the Problem 

Despite the apparent significance associated with Small and Medium enterprises and the numerous policy 

initiatives introduced by respective governments in the developing economies during the past decade to 

accelerate the growth and survival of SMEs, the performance of SMEs has been disappointing compared to 

large enterprises. Small and medium enterprises face many unique challenges, including limited resources 

and lack of experience in conducting market research, lack of marketing skills and the tendency of limiting 

their marketing to selling within their own industry. The marketing function in SMEs is also hindered by 

constraints such as poor cash flow, lack of marketing expertise, business size, and tactical customer related 
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problems and poor government policies. In addition, high cost of production, lack of collateral securities 

for long term loan and lack of appropriate funding by commercial banks and other lending institutions are 

some of the major problems of SMEs in Nigeria. 

 

In Nigeria, the contribution of the SME sector has been momentous but despite their significance, most 

SMEs are faced with the threat of failure with past statistics indicating that three out of five fail within the 

first few months. The mortality rate of SMEs in Nigeria remains very high and affects both start-ups and 

older established SMEs. Statistics indicate that the high failure rates of small firms are largely attributed to 

weaknesses in financial management, marketing, poor infrastructures, inept power supply and lack of 

institutional support for their growth. The alarming rate of small business failure has resulted in high level 

of unemployment which in turn has threatened the development of the Nigerian economy.  

 

Preponderance of studies on SMEs activities and economic growth have continued to arrive at conflicting 

results making their relationship unclear. There seem to be no well-established conclusion regarding the 

direction and extent of effect of Small and Medium Scale Enterprises on economic growth. This is 

exemplified in the high mortality rate of SMEs in Cross River State in recent time with its resultant increase 

in the level of unemployment and seeming decrease in its contribution to growth to the extent that many 

previously well-performing SMEs are now performing poorly. There exists an unsettled gap that needs to 

be bridged in order to give policy makers the basis upon which to formulate and implement policies related 

to SMEs performance that will promote productivity and enhance growth in Cross River State. This is the 

focus of this study. 

 

Objectives of the Study 

The major objective of this study was to examine the effect of SMEs on the development of Calabar 

Metropolis, the specific objectives include: 

 To assess the effect of SMEs employment generation on the development of Calabar Metropolis; 

 To ascertain the effect of SMEs utilization of local raw materials and the development of 

development of Calabar Metropolis; 

 To determine the effect of SMEs’ sales level on the development of Calabar Metropolis. 
 

2.0 LITERATURE REVIEW 

Theoretical Framework 

The theoretical foundation to this study was based on Neoclassical, Endogenous and Schumpeterian growth 

models. A brief review of these models is presented below. 

 

Neoclassical Growth Model  

The neoclassical growth model, developed by Robert Solow and Trevor Swan in the 1950s, was the first 

attempt to model long-run growth analytically. Essentially, the model assumes efficient utilization of 

available resources in the economy, and that there are diminishing returns to capital and labour. Based on 

these, the model predicts that increasing capital relative to labour creates economic growth; poor countries 

with less capital per person will grow faster because each investment in capital will produce a higher return 

than rich countries with ample capital; and that because of diminishing returns to capital, economies will 
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eventually reach a point at which any increase in capital will no longer create economic growth. This point 

is called a 'steady state' (Audretsch & Keilbach, 2005). 

 

The model also posits that economies can grow beyond the steady state by inventing new technology. The 

process by which countries continue to grow despite the diminishing returns is ‘exogenous’ and represents 
the creation of new technology that allows production with fewer resources. This aspect is typically 

expected to rest on the SMEs alongside the large enterprises. This theory is relevant to this study as SMEs 

play a key role in capital accumulation and growth inducement.  Ojong, Arikpo & Ogar (2015) state that 

SMEs are very vital for the indigenization of the industrial sector, creation of employment opportunities, 

utilization of local raw materials and development of local technology and man power needed to feed large 

scale enterprises. 

 

Schumpeterian Growth Model 

The Schumpeterian growth model, unlike the other theories, explains growth by innovation as a process of 

creative destruction, which captures the nature of technical progress in terms of creation in which 

entrepreneurs introduce new products or processes expecting to enjoy temporary monopoly-like profits as 

they capture markets. In doing so, they make old technologies, processes and products obsolete. This is the 

destruction Schumpeter described (Aghion&Howitt, 1992). On the theoretical front, considerable efforts 

have been expanded at explaining the process of economic growth.  

 

Hinged on relevant theoretical expositions, Lucas (1978) explained that economic growth has traditionally 

been attributed to the accumulation of human and physical capital, and increased productivity arising from 

technological innovation. Similarly, Aghion and Howitt (1992) noted that economic growth is also the result 

of developing new products and services, which have been described as "demand creating". This is one of 

the aspects in which the relevance of the SMEs fosters, hence, the relevance of this theory to this study. 

 

Relationship between Smes, Economic Growth and Development

According, to the Federal Ministry of Finance in Nigeria, planning for economic development essentially 

means the attempt to effect by direct and indirect means the greater volume and the best possible allocation 

of resources for economic growth in order to reach the goal set by the people through their government. 

The advantage increased happiness, that is increased products and other services required by them 

(Ogechukwu, 2006). 

 

In contributing to this, Iyoha (1998) said that “the economic performance of most countries remained 
unimpressive in Africa. As in preceding years, the rate of real growth in output in the region was more than 

population growth, falling output, decline per capital income accompanied by worsening living conditions 

and deteriorating unemployment situation. He further noted that the slow economic growth was due mainly 

to the sluggish growth in industrialization in the continent, weak export market, persistent low demand for 

primary commodities, inadequate flow of financial resources, the persistent heavy debt-service burden and 

unfavourable political climates. 
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Development can be achieved by deepening the financial super structure of the economy. The developments 

of any economy which must include among other things the presence of small, medium and large enterprises 

are mostly dependents on the financial structure and scope of coverage in such an economy. If the amount 

of goods and services produced by an economy increases from year to year, that is an economic growth. 

But if it does not increase yearly, it is not growing. It must be noted here therefore that at any stage of a 

country’s economic development industrialization is very important. It is almost an answer to the chronic 

economic problems of developing nations. 

 

Review of Empirical Literature 

There abound several empirical literatures on the effect of SMEs on growth and development. Many studies 

found evidences of a positive relationship, others showed that SMEs performances were inactive in 

stimulating growth, yet others had evidences of a no relationship. Most of these studies, their methodologies 

and findings are reviewed in this section. 

 

Olutunla and Marshal (2008) examined the socio-economic factors influencing the capacity of SMEs to 

alleviate poverty in the south-western part of Nigeria. Primary data were used for this study. The target 

population was all small and medium scale enterprises in three states (Lagos, Ogun and Oyo) in the south-

western region of Nigeria. The choice of these three states was based on size and concentration of SMEs. 

Data were collected using questionnaire from a sample of 700 SMEs using systematic random sampling 

procedure. The data collected were analysed using appropriate descriptive statistics and inferential 

techniques. The results showed that majority (75percent) of surveyed SMEs operating in the southwest were 

microenterprises employing less than 10 workers while only (19percent) and (6percent) of the respondents 

engaged in small scale and medium scale enterprises, employing between 10 and 50 workers respectively. 

The results also showed that there was substantial increase (133percent) in number of SMEs owners that 

have grown in terms of employment generation from microenterprises to small scale and medium firms 

over the span of five years. The study concluded that business registration, business size, nature of business, 

sources of capital were the major factors determining both income and employment generation potentials 

of SMEs. 

 

Ojo (2009) investigated the relationship between profitability, bank loans, age of business and the size of 

small and medium enterprises in Nigeria. Using fixed-effects regression model, the paper was based on a 

balanced panel data of 115 SMEs of existing firms that have taken loans or currently have active loans, 

randomly selected in Ondo State, Nigeria. The equation specified profitability as dependent variable and 

loans, sales, age of business, size of business and interest rate as independent variables. All the data except 

interest rate have been derived from the primary source/field survey. The results demonstrate that there is 

interdependence between the SMEs profitability and bank loans, and a significant relationship between 

profitability and the size of business. For high profitability, increased loans and growth in size of business 

remain important. The paper recommends that the government should formulate policies that will compel 

commercial banks to relax their restrictive regulations and operations which discourage borrowing, and 

offer more credit facilities for SMEs. 
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Zacheus and Omoseni (2014) examined the impact of SMEs on economic development of Ekiti State (2006-

2013). A survey research design was adopted to obtain data from 150 respondents comprising of traders, 

artisans, production factories and other small and medium enterprises which were selected using multi stage 

sampling method across 16 local government areas in Ekiti State. Three Null hypotheses were tested to 

identify the significant effects of Small and Medium Scale Enterprises on poverty reduction, employment 

generation and improvement in the standard of living in Ekiti State. Data for this study was analysed using 

Statistical Package for Social Sciences (SPSS) and Chi-square at 0.05 level of significance was used to test 

the hypotheses. The findings revealed that there is a positive and significant relationship between SMEs 

and poverty reduction, employment generation and improvement in standard of living of people in Ekiti 

State. Furthermore, the result revealed that there was a 57percent increase in the number of SMEs in the 

State between the years 2009 2013. The study concludes that access to capital funding by reduction in the 

interest rate on loan offered by banks can boost the performance of SMEs in Ekiti State and Nigeria at large. 

 

Mba and Cletus (2014) examine the effect of Small and Medium Enterprises financing on the economic 

growth of Nigeria. In doing this, the Ordinary Least Squares Method (OLS), Error Correction and 

Parsimonious models are used to analyze quarterly data between 1994 and 2008. The result of the analysis 

shows that loans to SMEs and other variables except money supply and deficit financing exert a positive 

impact on GDP growth.  Government has to find a way to encourage financial institution to lend to SMEs 

by providing guarantees, interest rate subsidies and other incentives and is to ensure proper capitalization 

of specialized agencies set up for SMEs financing but such agencies must be self-sustaining by raising funds 

from the financial market and may participate in the equity of SMEs. 

 

Fosu and Magus (2006) undertake an exploratory survey of policies and programmes embarked upon by 

various governments to promote SMEs in Nigeria since the early 1980s. It discusses conceptual issues of 

definition, structure and role of SMEs by idealizing its operational working under a market economy. In the 

process, both success and failures are highlighted. The study ends with a bold suggestion that government 

should dissipate less energy in the promotion of foreign direct investment (FDI). Rather, policies that 

promotes and sustains SMEs should be formulated and implemented for economic sustenance and self 

reliance. 

 

Alasan and Yakubo (2011) examined the contribution of SMEs on economic growth in Nigeria between 

1981 and 2013 using an ARDL approach. Results from the empirical analysis show that investment in SMEs 

has a significant positive impact on economic growth. Thus given that Nigeria is economically 

undeveloped, the integration of majority of the people who live in rural areas into the process of economic 

development is essential through entrepreneurship in small business.  

 

Pagano and Fabiano (2001) examined the contributions and relevance of SMEs to economic growth in 

Nigeria. The study employed a time series research design and descriptive method of analysis to investigate 

the relevance of the manufacturing SMEs in growth of the Nigerian economy. Data were extracted from 

relevant publications of the Central Bank of Nigeria (CBN) and National Bureau of Statistics (NBS). Thus, 

the SMEs analyzed were those whose contributions to economic growth were published in the data sources. 

Graphs were used to enhance descriptive analysis of data values over time. Questions on the relevance of 
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SMEs in economic growth were addressed from working propositions of no significant relevance. Results 

showed that the manufacturing SMEs made sizable contributions to the sustained increases in gross 

domestic product, sustained more than 7 per cent share in employment for greater part of the 2002-2012 

period and maintained increasing shares in GDP. However, contributions to export commodities fluctuated 

with lowest levels experienced between 2008 and 2010. The paper concluded that the manufacturing SMEs 

are capable of creating jobs and increasing employment and, thus, reducing the rate of unemployment in 

Nigeria. They are also capable of accelerating economic growth through increased contributions to gross 

domestic output, and that the manufacturing SMEs in particular and the SME sector in general were relevant 

in the growth process of the Nigerian economy 

 

Gbandi and Amissah (2014) conducted a descriptive study on the financing options for SMEs in Nigeria. 

The study examined debt financing by considering the role commercial, microfinance banks, co-operatives 

and other finance institutions play in the financing of SMEs in Nigeria. The study revealed that the informal 

financial sector provides more than 70percent of funds to SMEs in Nigeria and concluded that funding of 

SMEs in Nigeria is very critical if SMEs are to perform their role of growth and development of the nation’s 
economy. 

 

Mba and Cletus (2014) studied the challenges and prospect of SMEs in Port Harcourt city, Nigeria. Using 

the descriptive research design and 120 randomly selected sample of registered operators of SMEs in Port-

Harcourt City, the study analyzed the data collected using descriptive statistics while the hypotheses were 

tested using z-test. The Results from the data analysis indicated that poor financing, inadequate social 

infrastructures, lack of managerial skills and multiple taxation were major challenges confronting SMEs in 

Port-Harcourt City 

 

In a similar study, Osotinehin, Jegede, Akinlabi and Olajide (2012), investigated the challenges and 

prospects of micro small-scale enterprises development in Nigeria. The study adopted the non-parametric 

statistics and the Z-test analysis. It was disclosed that financial constraints and Lack of management skill 

hamper the efficient performance of micro and small-scale enterprises in Nigeria. 

 

Abubakar and Yahya (2013) used the t-test statistics to analyse the need for strengthening SMEs as a 

strategy for poverty reduction in Northern Nigeria. The study highlighted inadequate raw materials, lack of 

spare parts and high cost of production, ineffective demand, lack of government support, irregular power 

supply and high corporate taxes as the major challenges of SMEs in Nigeria. Findings from the study also 

showed that large enterprises contribute more in the area of employment provision than the SMEs against 

the popular view that SMEs provide greater employment opportunities than large firms. 

 

Emmanuel and Daniya (2012) used the deductive approach to investigate the role of government and other 

financial institution in the development of SMEs. The study discovered that  financial institutions provide 

the necessary financial lubricant that facilitate the development of Small and Medium Scale Enterprises, 

but, a lot still need to be done by the government in terms of policy formulation in order to complement the 

efforts of financial institutions.The study also unfolded that poor implementation of government policies, 
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erratic financing of schemes initiated by government and other administrative bottlenecks have hindered 

the economic potentials of SMEs in Nigeria from being fully harnessed.  

 

Olutunla and Marshal (2008) employed the fixed effect regression model to empirically determine the 

factors associated with the profitability of SMEs in Nigeria. With panel data of 115 SMEs that have taken 

loans. The study revealed a positive and significant relationship between loan size of the business and SMEs 

profitability. 

 

Tajudeen (2012) examined the relationship between commercial bank credits indicators and rural economic 

growth in Nigeria. Using a double-log equation within the context of Ordinary Least Square (OLS) 

framework and co-integration test, the study finds that rural economic growth is co-integrated with bank 

credits indicators in Nigeria. The study also revealed a positive relationship between rural economic growth 

and commercial banks rural loans as well as commercial bank loans to agricultural and rural economic 

growth. 

 

Safiyyah and Garba (2013) investigated the contribution of commercial banks to the growth of SMEs in 

Nigeria. Applying the descriptive method ratio and trend analysis, it was discovered that commercial banks 

contribute to financing small and medium scale enterprises but their contribution has declined as the 

government through CBN directives that abolished the mandatory bank’s credit allocations. 
 

3.0 METHODOLOGY 

Research Design  

A research design is the structuring of investigation aimed at identifying variables and their relationship to 

another. For the purpose of this study, the cross-sectional survey was used. This is because the study 

measured the dependent and independent variable at the same point in time using a single questionnaire. 

The cross-sectional survey design helped the researcher to collect data on both the dependent and 

independent variables at the same time. 

 

Population of the Study 

The population of this study comprises all the registered SMEs in Calabar metropolis. Information from the 

ministry of trade and investment shows that there are a total of 1326 registered SMEs in Calabar Metropolis 

comprising 810 and 516 SMEs in Calabar Municipality and Calabar South Local Government Area 

respectively. 

 

Sampling Procedure and Sample Size Determination 

For the purpose of this study, the stratified random sampling design was combined with the accidental 

sampling techniques to determine the sample size and administer the research instrument on the sample 

respondents of this study. To this end, the researchers divided the population into two strata comprising the 

SMEs in Calabar South and SMEs in Calabar Municipality. The researcher then handpicked 200 SMEs 

from Calabar Municipality and 107 SMEs from Calabar South. This amounted to the 307 respondents that 

were used for this study. The researchers then proceeded to administer the research instrument to the 
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sampled population base on their willingness to attend to the research instrument. The sample size of 307 

was determined using the Taro Yamane formula thus: 

 

        n=                                  N 

    1 + Ne2 

Where N = Population size 

N = Sample size 

e = Tolerable error 

1 is constant 

 

n =          1326 

 1 + 1326e2 

n =            1326 

 1 + 1326(0.05)2 

 =                  1326 

    1 + 1326(0.0025) 

 =            1326 

 1 + 3.315 

=              3126 

   4.315       

n = 307.3 (approximately 307)  

 

Research Instrument 

The instrument development by the researcher for the study is a 28-item questionnaire designed to collect 

data on the subject of this study. The questionnaire was administered on the SMES owners in Calabar 

metropolis. The instrument was divided into two sections. Section A had four items meant to collect data 

on the background of the respondents. Section B was designed using the five-point likert scale questions 

ranging from strongly agree to strongly disagree to undecided. It measured SMEs employment generation, 

SMEs utilization of raw materials, SMEs sales level and Cross River State economic development and is 

made up of 20 items. Section C has four opened ended questions designed to illicit information from 

respondents on the influence of the independent variables on the dependent variable. 

 

Data Analysis Technique 

The data gathered for this study were summarized and tabulated using tables and percentages. The data 

were analyzed using the ordinary least square regression technique. The ordinary least square technique is 

a best linear unbiased estimated unlike other estimators, hence it application in this study. Also, since the 

study seeks to establish the effect of SMEs performance on the development of Cross River State Economy, 

regression analysis will be the appropriate analytical technique because it tests cause and effect 

relationship(s) between two or more variables. The analysis was carried out with the aid of statistical 

package for social science (SPSS) software version 20. 
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Model Specification  

A model represents a simplified representation of real-life phenomenon (Ryan, 2009). The ordinary least 

square regression model was used to test the effect of SMEs employment generation, SMEs utilization of 

raw materials, SMEs sales level on Cross River State economic development.  The specification of the 

model was based on Neo-classical growth theory. The implication of this theory to the model was that it 

allows the innovative activities of SMEs to trigger growth in the economy. Hence, the functional 

relationship predicted by this theory could be expressed thus: 

 

CRED = f (EMG, URM, SAL) ……………………………………………….. (1) 
The ordinary least square multiple regression model was given as: 

CRED = β0 + β1 EMG + β2URM + β3 SAL + et ………………………….................... (2)   
 

Where 

 β0 = Regression constant 

 β1, β2, β3& β4 = Regression Parameters 

CRED       =  Cross River State Economic Development 

EMG = SMEs Employment Generation  

URM = SMEs Utilization of Raw Materials 

SAL = SMEs Sales Levels 

et = Stochastic error term 

 

4.0 DISCUSSION OF THE RESULTS 

 

Data Presentation 

This section of the chapter presents data obtained from research instruments and their analysis. The most 

important feature of this is to prove the research hypotheses formulated. In this study four hypotheses were 

formulated and tested using the ordinary least square multiple regression technique. Three hundred and 

seven questionnaires were administered on the studies sample out of which two hundred and ninety-eight 

were duly completed and returned. Respondents’ responses were entered into SPSS version 20 and used to 
generate descriptive statistics such as tables, frequencies and simple percentages and the estimate for this 

study. 
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Table 4.1: Demographic distribution of respondents 

Description Respondents Percentage 

Gender   

Male 168 56.4 

Female 129 43.6 

Total 298 100 

Age (Years)   

18-30 87 29.2 

31-40 96 32.2 

41-50 73 24.5 

Above 50 years 41 14.1 

Total 298 100 

Marital status   

Single 115 38.6 

Married 158 53.0 

Divorced 20 6.7 

Widow 3 1.0 

Widower 2 0.7 

Total 298 100 

Education qualification   

FSLC 101 33.9 

SSCE 63 21.1 

OND/NCE/ND 53 17.8 

HND/B.Sc./BA 40 13.4 

Postgraduate 28 9.4 

Professional certificates 13 4.4 

 

Table 4.1 below showed that 168 (56.4 per cent) of the respondents were males while 129 (43.6 per cent) 

were females. In terms of age, 87 (29.2 per cent) of the respondents were between 18-30 years, 96 (32.2 per 

cent) of the respondents were between 31-40 years, 73 (24.5 per cent) of the respondents were between 41-

50 years while 41 (14.1 per cent) of the respondents were 51 years and above. 

 

In terms of marital status, 115 (38.6 percent) of the respondents were single, 158 (53 percent) of the 

respondents have been married, 20 (6.7 percent) of the SMEs owners were divorced, 3 (1.0 percent) of the 

SMEs owners were widows while 2 (0.7 percent) of the respondents were widowers. Responses on the 

education level of sampled SMEs owners showed that53 (17.8 percent) of the respondents hold First School 

Leaving Certificate, 63 (21.1 percent) of the sampled SMEs owners had completed and hold senior 

secondary school education certificate, 40 (13.4 percent) of the respondents have completed their 
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OND/NCE/ND, 101 (33.9 percent) hold HND/B.Sc./BA certificates while 13 (4.4 percent) of the entire 

sampled population hold and have completed various professional causes. 

 

TABLE 4.2: Distribution of respondent’s response on SMEs Employment generation 

Items SA 

(percent) 

A 

(percent) 

UN 

(percent) 

D 

(percent) 

SD 

(percent) 

My business has contributed to the 

reduction of unemployment in 

Cross River State

 

122(40.9) 

 

95(31.9) 

 

51 (17.1) 

 

18 (6.0) 

 

12(4.0) 

 

We currently have at least  three 

employees in our firm 

 

 

59(19.8) 

 

 

63(21.8) 

 

 

3(1.0) 

 

 

82(27.5) 

 

 

89(29.9) 

 

Some of our employees are on 

internship to be settled on 

completion of their service period 

 

 

103(34.6) 

 

 

93(31.2) 

 

 

45(15.1) 

 

 

6 (2.0) 

 

 

51(17.1) 

 

Our business has employed at least 

a total of 12 staff since inception 

 

 

63(21.1) 

 

 

55(18.4) 

 

 

6 (2.0) 

 

 

93 (31.1) 

 

 

81(27.2) 

 

Table 4.2 is the distribution of respondents’ responses on SMEs employment creation. The results presented 
in Table 4.2 revealed that 122 of the respondents which represent (40.9 percent) strongly agreed that SMEs 

contribute to the reduction in unemployment in Cross River State, 95 (31.9 percent) agreed, 51 (17.1 

percent) were undecided,18 (6.0 percent) disagreed while 12 of the respondents representing (4.0 percent) 

strongly disagreed on the issue. Also, 59 of the respondents which represent (19.8 percent) strongly agreed 

that they have employed at least three employees in their small firms, 63 (21.8 percent) agreed, 3 (1.0 

percent) were undecided 82 (27.5 percent) disagreed while 89 of the respondents representing (29.9 percent) 

strongly disagreed on the issue. 

 

Furthermore, 103 of the respondents which represent (34.6 percent) strongly agreed that some of their 

employees are on internship to be settled on completion of their service period, 93 (31.2 percent) agreed 

that some of their employees are on internship to be settled on completion of their service period, 45 

respondents, representing 15.1 percent of the entire sampled SMEs were undecided, 6 respondents, 

representing 2.0 percent of the sampled  respondents disagreed while 51 respondents representing17.1 

percent of the sampled SMEs strongly disagree on the matter. Additionally, 63 (21.1 percent) of the 

respondents strongly agreed that their outfit has employed at least twelve staff since inception, 55 (18.4 

percent) only agreed that their outfit has employed at least twelve staff since inception, 6 (2.0 percent) were 

undecided, 93 (31.1 percent) disagreed while 81 (27.2 per cent) strongly disagreed that their outfit has 

employed at least twelve staff since inception. 
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TABLE 4.3: Distribution of respondent’s response on SMEs Utilization of Raw Materials 

Items SA 

(percent) 

A 

(percent) 

UN 

(percent) 

D (percent) SD 

(percent) 

We make our products basically from 

domestic raw materials 

 

59 (19.8)

 

56(18.7) 

 

30 (10.1) 

 

80 (26.8) 

 

73(24.5) 

 

All our products are either imported or 

bought from other states 

 

 

84(28.2) 

 

 

97(32.6) 

 

 

55(18.5) 

 

 

50(16.8) 

 

 

12(4.0) 

 

We make some of our products and 

buy others 

 

 

2 (0.7) 

 

 

54(18.1) 

 

 

64(21.5) 

 

 

101(33.9) 

 

 

77(25.8) 

 

In making our products we combined 

both domestic and foreign raw 

materials 

 

 

94 (31.5)

 

 

63(21.1) 

 

 

55(18.4) 

 

 

93 (31.1) 

 

 

81(27.2) 

 

Table 4.3 is the distribution of respondents’ responses on SMEs utilization of raw materials. The results 
presented in table 4.3 indicated that 59 of the respondents which represent (19.8 percent) strongly agreed 

that they make their products from domestic raw materials, 56 (18.7 percent) agreed to the matter, 30 (10.1 

percent) were undecided, 80 (26.8 percent) disagreed while 73 (24.5 percent) strongly disagreed on the 

issue. Also, in terms of where SMEs products are made within Calabar, 84 of the respondents which 

represent (28.2 percent) strongly agreed that they either import their products all buy from other states. In 

other words, their products are not made locally in Cross River State, 97 (32.6 percent) agreed, 55 (18.5 

percent) were undecided, 50 (16.8 percent) disagreed while 12 (4.0 percent) strongly disagreed on the issue. 

 

Equally, 2 of the respondents representing (0.7 percent) strongly agreed that they make some of their 

products locally and buy others,54 (18.1 percent) agreed, 64 (21.5 percent) were undecided, 101 (33.9 

percent) disagreed while 77 (25.8 percent) strongly disagreed on the issue. Lastly, 94 of the respondents 

which represent (31.5 percent) strongly agreed that they combine both local raw materials and foreign items 

in making their products, 63 (21.1 percent) agreed on the issue, 55 (18.4 percent) were undecided, 93 (31.1 

percent) disagreed while 81 (27.2 percent) strongly disagreed on the issue.  
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TABLE 4.4: Distribution of respondent’s response on SMEs Sales Level 
Items SA 

(percent) 

A 

(percent) 

UN 

(percent) 

D (percent) SD 

(percent) 

Our sale and revenue has been on the 

increase in the past one year 

 

122(40.9) 

 

95(31.9) 

 

51 (17.1) 

 

18 (6.0) 

 

12 (4.0) 

 

We have increased our market share 

overtime due to our high product 

quality 

 

 

89(29.9) 

 

 

82(27.5) 

 

 

59(19.8) 

 

 

63(21.8) 

 

 

3(1.0) 

 

Customers patronage has been low due 

to customers preference for foreign 

made goods 

 

 

6 (2.0) 

 

 

51(17.1) 

 

 

45(15.1) 

 

 

103(34.6) 

 

 

93(31.2) 

 

Our sales have been fluctuating over 

the past one year period 

 

 (2.0) 

 

63(21.1) 

 

55(18.4) 

 

93 (31.1) 

 

81(27.2) 

 

Table 4.4 is the distribution of respondents’ responses on SMEs sales level. The results presented in table 

4.4 revealed that 122 respondents representing 40.9 percent strongly agreed that their sales revenue has 

been on the increase in the past one year period, 95 (31.9 percent) agreed, 51 (17.1 percent) were undecided, 

18 respondents (6.0 percent) disagreed while 12 (4.0 percent) of the respondents strongly disagreed on the 

issue. Also 89 of the respondents which represent (29.9 percent) strongly agreed that their market share has 

increased overtime due majorly to high product quality, 82 (27.5 percent) agreed, 59 (19.8 percent) were 

undecided, 63 (21.8 percent) disagreed while 3 (1.0 percent) strongly disagreed on the issue.  

 

Equally, 6 of the respondents representing (2.0 percent) strongly agreed that their customer patronage has 

been low due to customer preference for foreign made goods, 51 (17.1 percent) agreed, 45 (15.1 percent) 

were undecided, 103 (34.6 percent) disagreed while 93 (31.2 percent) strongly disagreed on the issue. 

Additionally, 6 of the respondents (2.0 percent) strongly agreed that their sales have been fluctuating over 

the past one year period, 63 (21.1 percent) agreed, 55 (18.4 percent) were undecided 93 (31.1 percent) 

disagreed while 81 (27.2 percent) strongly disagreed with the statement.  

 

Again, when asked whether they have ever sponsored a debate in primary or secondary schools, 2 (0.7 

percent) strongly agreed, 50 (16.8 percent) agreed, 55 (43 percent) agreed, 70 (23.5 percent) were 

undecided, 94 (31.5 percent disagreed while 82 (27.5 percent) strongly disagreed on the issue. Equally, 2 

of the respondents representing (0.7 percent) strongly agreed that they have at least two scholarship awards 

to students with their business area, 66 (22.1 percent) agreed, 63 (21.1 percent) were undecided, 98 (32.8 

percent) disagreed while 69 (23.2 percent) strongly disagreed on the issue.  
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TABLE 4.5: Distribution of respondent’s response on Economic development 
Items SA 

(percent) 

A 

(percent) 

UN 

(percent) 

D 

(percent) 

SD 

(percent) 

There is improvement in the total 

productivity of Cross River State 

through the activities of SMEs 

 

 

80 (26.8) 

 

 

97(32.4) 

 

 

76 (25.5) 

 

 

43(14.4) 

 

 

2(0.7) 

 

SMEs to the best of my knowledge is a 

major employer of labour in Cross 

River State 

 

 

106(33.5) 

 

 

84(28.2) 

 

 

2(0.7) 

 

 

68(22.8) 

 

 

38(12.8) 

 

Many people have through the 

internship provided by SMEs owners 

become business owners in Cross 

River State 

 

 

 

101(33.9) 

 

 

 

72(24.1) 

 

 

 

53(17.8) 

 

 

 

66(22.1) 

 

 

 

6(2.01.2) 

 

The welfare of many household has 

been enhance through the activities of 

SMEs in Cross River State 

 

 

79 (26.4) 

 

 

55(18.4) 

 

 

51 (17.1) 

 

 

71 (23.8) 

 

 

5(1.79) 

Source: Fieldwork July, 2019 

 

Table 4.5 is the distribution of respondents’ responses on economic development of Cross River State. The 
results presented in table 4.6 revealed that 80 respondents representing 26.8 percent of the sample 

respondents strongly agreed that there is improvement in the total productivity in Cross River State due 

majorly to the activities of SMEs.97 (32.4 percent) agreed, 76 (25.5 percent) were undecided, 

43(14.4percent) disagreed while 2 (0.7 percent) strongly disagreed on the issue. Also, 106 of the 

respondents representing (33.5 percent) strongly agreed that SMEs is the major employer of labour in Cross 

River State,84 (28.2 percent) agreed, 2 (0.7 percent) were undecided,68 (22.8 percent) disagreed while 38 

(12.8 percent) strongly disagreed on the issue. 

 

Again, when asked whether people have through internship provided by SMEs been SMEs owners, 101 

(33.9 percent) strongly agreed, 72 (24.1 percent) agreed, 53 (17.8 percent) were undecided, 66 (22.1 

percent) disagreed while 6 (2.0 percent) strongly disagreed on the issue. Equally, 79 of the respondents 

representing (26.4 percent) strongly agreed that the welfare of many household has been enhanced through 

the activities of SMEs in Cross River State, 55 (18.4 percent) agreed, 51 (17.1 percent) were undecided, 71 

(23.8 percent) disagreed while 5 (1.79 percent) strongly disagreed on the issue. 

 

 

 



394 
 

Data Analysis and Interpretation 

The above responses were keyed into SPSS version 20 and computed with the ordinary least squared 

regression technique. The result is presented in table 4.6 below: 

 

Table 4.6: Regression result 

Dependent variable:  CRED 

Variable  Coefficient  Std Error  t-stat  Prob.  

C  5.846 1.704 3.430 0.001 

EMG 0.065 0.047 1.382 0.168 

URM 0.095 0.054 1.759 0.080 

SAL 0.259 0.047 5.479 0.000 

R2 - 0.971452 

R2(adj) - 0.967884 

F-stat - 272.2335 

Source: SPSS Version 20 Computation, 2017 

CRED - Cross River State Economic Development 

EMG - SMEs Employment Generation 

URM - SMEs Raw Materials Utilization 

SAL - SMEs Sales Level 

 

The result in table 4.6 above revealed that there exist positive effects of SMEs employment generation, 

utilization of raw materials and sales level on economic development. In other words, SMEs performance 

or activities triggers economic development. This is in tandem with the a priori criteria. The parameter 

estimates have positive signs implying that one percent increase in SMEs employment generation, 

utilization of raw materials and sales level in 6.5 percent, 9.5 percent, 25.9 percent and 1.2 percent increases 

in Cross River State Economic Development.  

 

The goodness of fit of the model as indicated by their R2 value of 0.9715 or 97.15 percent and R2adjusted 

value of 0.9679 or 96.79 percent indicated that the model has a good fit. Specifically, the R2adjusted value 

of 0.9679 or 96.79 percent indicated that the total variation in the observed behaviour of Cross River State 

Economic Development is jointly predicted or explained by the variations in SMEs employment generation, 

utilization of raw materials and sales level up 96.79 percent, the remaining 3.21 percent is accounted for by 

the disturbance term. The overall significance of the model was also tested using the ANOVA or f-statistics. 

Here the high significance of the f-statistics value of 272.2335 confirmed that the high predictability of the 

model did not occur by chance, it actually confirmed that the model has a good fit.  
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Discussion of Findings 

Findings arising from hypothesis one showed that SMEs employment generation has a positive but 

insignificantly effect on the development of Cross River State Economy. This implies that the more jobs 

created by SMEs in Cross River State, the more but less proportional the Development of the Cross-River 

State Economy. This result could be interpreted to mean that the higher the engagement of people by SMEs 

outfits, the higher the productivity of Cross River State Economy. This finding is supported by Onyeiwu 

(2009) who study the impact of SMEs performance on economic growth, employing the multiple regression 

method, in a model development with SMEs Job creation, and productivity, the study revealed a positive 

and significant relationship between SMEs job creation and economic growth. The finding has also been 

supported by Abubakar and Yahya (2013) who had evidence to show that SMEs jobs creation promote 

economic growth in Oyo state  

 

Findings from hypothesis two revealed that SMEs utilization of local raw materials have a positive but 

significant relationship with the development of Cross River State economy. The use of local raw materials 

by SMEs on its own enhances productivity and promotes growth. This is so as a result of the multiplier 

effect that this may have on employment generation, income distribution and wealth creation. SMEs pay 

for local raw materials, by so doing creating the opportunities for local raw materials owner to expand their 

productive capacity and employ more labour. This promotes economic development. By this result, the 

more domestic raw materials are used in the production of SMEs products, the more but less proportional 

the development of the Cross-River economy. This finding is supported by Grace and Tomola (2008), who 

studied the effect of SMEs activities on economic growth. The study sought to examine the effect of SMEs 

utilization of domestic inputs and corporate social responsibility on economic developments. The study 

employed the ordinary least squared technique and found a positive effect of domestic inputs on the 

productivity and economic growth of Ogun State. 

 

The result of hypothesis three of this study showed that there is a positive and significant relationship 

between the sales level of SMEs and the development of Cross River State economy. By this finding, an 

increase in the sales level of SMEs results in a more than proportional increase in the development of Cross 

River state economy. Accordingly, an increase in the sales level of SMEs also increases their income level, 

leading to the expansion in business through the introduction of more factor inputs and new capacity 

building. This finding has been supported by Zacheus and Omoseni (2014) who examined the impact of 

SMEs on economic development of Ekiti State (2006-2013). A survey research design was adopted to 

obtain data from 150 respondents comprising of traders, artisans, production factories and other small and 

medium enterprises which were selected using multi stage sampling method across 16 local government 

areas in Ekiti State. The study tested the effects of Small and Medium Scale Enterprises sales level on 

poverty reduction, employment generation and improvement in the standard of living in Ekiti State. Data 

for this study was analysed using Statistical Package for Social Sciences (SPSS) and Chi-square at 0.05 

level of significance was used to test the hypotheses. The findings revealed that there is a positive and 

significant relationship between SMEs sales level and poverty reduction in Ekiti State. 

       

The result of hypothesis four of this study showed that there is a positive and insignificant relationship 

between corporate social responsibility of SMEs and the development of Cross River State economy. This 



396 
 

implies that an increase in SMEs corporate social responsibility results in a less proportional increase in the 

development of Cross River Economy. This finding is in agreement with Oyeniran, David and Ajayi (2014) 

who studied the corporate social responsibility of SMEs and the growth of Lagos state economy. The study 

employed the pearson product moment correlation method and found a positive but insignificant 

relationship between SMEs corporate social responsibility and economic development of Lagos State. 

 

5.0 CONCLUSION AND RECOMMENDATIONS 

This study examined the effect of SMEs performance on the development of the Cross-River State 

economy. SMEs performance was measured in terms of their employment generation, their sales level and 

their raw material use. To achieve these objectives, the study administered questionnaire on 307 sampled 

respondents SMEs in Calabar metropolis. The responses from the questionnaires were coded and key into 

the SPSS software to estimate the variables using the ordinary least square regression technique. From the 

estimated result, the following major findings were made: 

 SMEs utilization of local raw materials does not have any significant effect on the development of 

Cross River State economy. 

 SMEs employment generation does not have any significant effect on the development of Cross 

River State economy. 

 SMEs’ sales level has a significant effect on the development of Cross River State economy. 
 

From the analyzed data and tested hypotheses, it was revealed that SMEs development triggers positive 

developments in the Cross-River State Economy. In other words, positive developments in SMEs 

performance trigger positive development in the Nigerian economy. Based on these findings, the following 

policy recommendations have been proffered: 

 To increase SMEs capacity to employ, government should encourage SMEs activities by 

subsidizing the cost of their inputs and reducing the level of tax imposed on them as well as 

providing non interest funds for their expansion and growth. 

 SMEs should be encouraged to patronize domestic raw materials for their production through the 

reduction of the cost of these raw materials relative to their foreign counterparts. 

 The masses should be reoriented on the needs to patronize SMEs as this will increase the patronize 

SMEs product, raise their sales level and fast track their growth.  

 SMEs operators should be oriented on the need to be socially responsible in their business places 

irrespective of how small they may be as this will encourage greater patronage and business growth 
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APPENDIX I 

    QUESTIONNAIRE 

SECTION A: Bio data of respondents 

Instruction: Please tick (√) in the spaces or boxes the option most appropriate to your personal data. 
1. What is your gender? 

   (a) Male [    ] (b) Female [    ] 

What is your age bracket?  

  (a) 18-30 years [   ] (b) 31-40 years [    ] (c) 41-50 years [    ] (d) Above 50 years [    ]  

3. What is your marital status? 

   (a) Married [    ] (b) Single [    ] (c) Divorced [    ] others specify …………………… 

4. What is your educational qualification? 

(a) FSLC [    ] (b) SSCE [    ] (c) OND/NCE/ND [    ] (d) HND/B.Sc./B.A [    ] (e)   Postgraduate 

(Master’s/Doctorate) [    ] (f) Professional Certificates [    ] 
 

Section B: Effect of SMEs performance on the development of Cross River State Economy. 

Instructions: please tick (√) in the spaces or boxes the option that best represent your opinion in each of the 
following items. 

Key to abbreviations: 

SA - Strongly agreed 

A - Agreed 

UN - Undecided  

D - Disagreed 

SD - Strongly disagreed  

 Items SA A D SD U 

 SMEs Employment Generation      

1 My business has contributed to the reduction of 

unemployment in Cross River State 

     

2 We currently have at least  3 employees in our 

firm  

     

3 Some of our employees are on internship to be 

settled on completion of their service period 

     

4 Our business has employed at least a total of 12 

staff since inception 

     

 SMEs Utilization of Raw Materials      

5 We make our products basically from domestic 

raw materials 

     

6 All our products are either imported or bought 

from other states 

     

7 We make some of our products and buy others      

8 In making our products we combined both 

domestic and foreign raw materials 

     

 SMEs Sales Level      



403 
 

9 Our sale and revenue has been on the increase in 

the past one year 

     

10 We have increased our market share overtime due 

to our high product quality  

     

11 Customers patronage has been low due to 

customers preference for foreign made goods 

     

12 Our sales have been fluctuating over the past one 

year period.  

     

 Economic Development      

13 There is improvement in the total productivity of 

Cross River State through the activities of SMEs 

     

14 SMEs to the best of my knowledge is a major 

employer of labour in Cross River State 

     

15 Many people have through the internship provided 

by SMEs owners become business owners in 

Cross River State 

     

26 The welfare of many household has been enhance 

through the activities of SMEs in Cross River 

State 

     

 

SECTION C: Open ended questions on the effect of SMEs development on the economic development of 

Cross River State 

 

Instruction: Please provide the appropriate answers for the questions below  

17. In what way do SMEs employment generation contribute to the economic development of Cross 

River State, please specify? ………………………………….... 
18. In what way do SMEs utilization of domestic raw materials contribute to the  economic 

development of Cross River State, please specify?……………………………………………………. 
19. In what way do SMEs sales level contribute to the economic development of Cross River State, 

please specify? …………………………………………………..  
20. In what way do SMEs corporate social responsibility contribute to the economic  development 

 of Cross River State, please specify? ……………………………….. 
  


