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Ahstract

The puorpose for this sindy was fo coniribule to the
burgeoning literature on  globalization  and
higihliohi ity competiiive impact on SMEs in the
Nigerian husiness environment, Conseguently,
adidressed three questions: “Does. gplobalization
cregle pF geeentuate competition? ", “wiat i tte
fgnect, if anyve on SMEs in Nigeria? "y and "wh
efforts have been maede to cope with the competitive
anslaught of globalization? " It way found that
capritelisi globalization has been accompanted with
hypercompetision within a collapsed refational
space; compefitive advaptage by multinational
enterprises emd cenires of caplialisn qre sought
g sustained theoneh teclmological imbalances
and wxe of wnforr competitive practives; and that
the Nigerian business  environnent does noel
provide caablng circumstances o rurture fooal
competiive response (strateey). Policy divections
were sugpesied lo combad these negative impacts
Finalfr divections were suggested for future

reseerch,
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Intraduction: The Problem and Objective

Never before in history has  globalization
charaeterized the entire world economy (Tausch,
1959), disturbed, and thus as frequendy discussed
and contested (Spicer and Fleming, 2007), as i
has, in the contemporary world, And although, it
has been the subjeet ol scrutiny and vociferous
debute or at least two decades or 5o, no consensus
15 in sight as to its causes, cifects or desirability, [or
which reason it has been called "a tiumph of
ambiguity™ (Van Der Bly, 2005), “a new fault line
on the world's ideological map™ (Kale, 2004 ); and
creating what Roth (2008) called “radical

uncertamty’,

Gilobalization is the intensification and
irreversible  vansformation of the political,
coononne, and socio-cultural sphercs ol the world,
as we know it This (reeversibility and ambiguily
canstitute a problem, which this paper secks 1o
expheate. Our concermn i this paper 15 the
intensification of competition and its uncertam
impaet on the survival and performance of SMl:s
i Migeria,

The peneral purpose of this paper, therefore, 1s to
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contribute o this ongoing debate. In particular, we
choose L contribute to a better understanding of the
way m which globahzation praduces or
accentuales competition and s umpael on the
survival of SMEs in Nigerm, To guide and focos the
study, we raise three research questions. First, does
globalization ereale or accenluate competition?
Second, what 15 the impact, if any, on SMEs in
Nigeria? Third, what clforts have been made o

cope with the competitive onslaught of

globalization” Thus, the specilic objectives of this
paper then are to find answers (o these three
(UesIons.

We structure the paper as follows: Alter setting the
stage, as we have done in the above introduction,
we use the subsequent section to develop a
theoretical  understanding of the globalization
phenomenon and s link o compelition in the
Migerian  business environment. We go on (o
highlipht the compentive challenge that
globalization poses to SMEs in MNigeria. In the
subsequent section, we examine state ctforts n
developing a national competitive system, We use
the next scetion 1o conclude the paper, evaluating
the adequacy of the efforts 1o address the
competitive challenge and make policy
recommendations as well as pointing out future
rescarch dircetions:

Thepretical Framework

This section 15 wseéd to provide the theoretical
rationality for linking globahzation to competiton
in the Nipenan business environment, We search
tor conventional wisdom m the literaturs, which 15
then wsed to provide the rationality for linking
globalization to competition, We puide our search
fram the point of view of hyperglobalism as an
organizing frame of reference. In other words, the

meaning. development, and i1mpaect ol

globalization n this stody will be analysed,

understood, and evaluated from the pointof view of

hyperglobalists, Kale (2004) suggests that the
globalization debale has three camps, pamely, (1)
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the hyperglobalists; who believe that globalization
15 caused by capitalivn and techaology, (i) the
sceplics, who sugeest that siates and the market are
the drivers of plobalization: and finally (m) the
transltomationalists, wheo believe that elobalizalion

isdriven by the combined forcey of modernriv.

Capitalism and globalization

What has capilalism to do with plobalization?
Acoording o Harvey (as eited in Castree, 2009 the
major charactenistic of capitalism s that 1t 15 nol
constrained by time and space, that is, it is unbound
by spatio-temporal  limitations, In Fact, o
transforms space and time. Tt has nvelved trading,
conguering, and competing all over the world over
along time,

The historian Bentley (as ultmately cited in Kale,
2004) has suggested a pertodization of
globaltzation, identilying some notable (uming
points in is history, starting from the migration of
Huome erecity Trom Alrica 500,000 o | millon
vears ago and takingus down to the establishment
of sea lanes i the Indian Ocean around 500 B.C L
For our purpose, we are interested o
contemporary, capitalist ar corporate
globalization. It started as the triumph of neoliberal
capitalist around the time of the collapse of the
USSE with ils secialism and communism in 1959,
which left capitalism and its democracy as the
unrivalled economic and polilieal syvstem i the
world. The foundational ideology of contemporary
globabzation 13 constituted by the so-called
"Washington Clonsensus™,

The usual dimensions of the business environmenl
are the political, cconomic, secial. and
technological (PEST) spheres. It may be uselul o
conceptualize globalization n terms &F scaling ap
of the political, economic, and social seiheres to the
level of globality, which is bevond thé: 1emitonal
and spatial boundanes of nation-states. This
suggests boundrylessness or [luidity in spatio-
temporality (see Castree, 2009), The fourth




component, technology, secelerates the scaling up

F o

process. As such, it makes sense to speak of

ceonomic globalization, politienl plobalization, or
social  alobalization  (Goldstein-Gidoni, 2005,
Harvey, 2007). Then the ‘politically independent
Aation states are scaled down or stompzed in
comparnsen-with the new suprastate,

Technalogy and globalization

From the technological perspective, the domimant
characteristic of globalization would appear 1o be
that it is a flow system, In this conceptualization,
the global socicty hag been constructed as a {low
society (Haulakangas and Akoski, 2004} in which
compartmenializing boundaries or barriers have
been remavied,

Deconstructed, 1t consists of unhindered
information and communication flows, knowiedge
flows, capital flows, mulitary flows, goods and
services Nows, deelogical Nows, propaganda
Aows, power flows, shock Oows, and peaple Nows
{tourists, refugees, and illegal immigrants). Thesc
cun be deciphered Trom a close reading of, for
example, Fricdman (2007), and Sakellaropoulos
{ 200%)

Part of the amhiguity about globalization is that
however 1L s defined, contradictions mevitably
surface. For example, inlegration 15 0t odds with
delinking or discarding (Gibson, 2004; Kaplinsky,
1E4:T6-79: Maxied, 2002; Samir Amun as cited in
Madeley, 1996:130-140). Thus, while we lean an
hypergiobalization asa frame of reference, we find
ourselves aliwmng with the sceplics in their sense of
apnesticsm with the concept, From a theoretical
point of view, Sakellaropoulos (2008) goes ahead
to bhrand globabzation as an ideological notion
sigpesting i realily (no camp rejeets 1) that is
substantially at odds with its literal meaning,

Clobalization and Competition
In this section, we relate the roles of power relations
of capitalism and technology in shaping
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competition m the era of globahization. We st
discuss how power relations lorge competitive
frameworks

Power Relations and Competition: How does
globalization bring about competition? The power
behind globalization 1 capitalism. One
explanation of the present competitive position of
Nigerta in the global setting 15 the asymmetric
power relations berween Nigeria and centres of
capitalism. Gibson (2004) suggests that “from its
barth, capitalism has been a globalizing systen,
and political power has been emploved 1o gain
advantaee, cxploit inequalities, and crush
competition. The terms of trade. . have alwoys
been underpinned by military power”
Archibald (2009) asserts that any credible account
ol globalization must consider ncreased
competition.

. Thus;

In the same vein, Luxemburg (as cited in Munck,
20009 stated that, in previous phases of capitalism,
the core centre of capitalism made primitive
accurmulation by using pelitical violence, loree,
frawd, and oppression 1o loot the periphery without
any attempt at concealment. Munck (2009) sees a
continuation of this process 11 the current
globalization which Harvey (2004) deseribed as
“pccumulation by dispessession” This 15 also
echoed in Banerjee (2008) when he stated that
“Colomal expansionist practices ol the British
empire n the 1800s mvolved both capiial
appropristion and pormanent (italicized here Tor
cphasis) destruction of manufacturing capacilies
inthecolontes™,

The. third world had been weakened dunng the
colonial era through conguest and explottation and
remaing weak. As such, we depart from Massanba
cal (2004) w suggest that the third world faces the
new glabalization [rom a weakened posttion. This
can be seen from the interplay of the warld
economic crisis of late 1970s to carly 1980s and the
orchestration of the debt crisis of the developing
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countrics. The tough conditionalities attached o
the IMF loans to the developing countries, which
they accepled, atiest 1o this weakness of the

developing countries vis-d-vis the centres of

capitabist globalization,

As with the Latin Amercan governments (Mahon
as quoted 1 Carranza, 2005), the IMF and World
Bank also forced Nigeria to accepl the structoral
adjustment programme #s a condition for
restructuring its foreign debts (Omorodion, 2007}
By the desocialization process, the cducational
system needed  for developing  entrepreneurial
skills and competencies in Nigeria have been
weakened by the plobalization forces, such as
privatization and commercialization of social
services (sce MHarris and Lockwood, 1997; see
Mahdavi, 2002),

The Role of Technology: Competilive pressures are

easy losee il globalization 15 seen together with the:

creation of a global economy and global village
through the [acility of globalizing mformation and
communication technology and the liberalizaton
and devegulation of the global economy.

All mational (domestic) markets are anceessible
through the digitalized, web-based, marketspace
(created in cyberspace as distinguished from
marketplace located geophysically) in the
compressed distances of the virtual global market
cconomy (Kotler, 2003; 10) or be reached through
satellite broadcasting and cable televising. Thus,
foreign business enterprises are equidistant from
local SMEs as measured from the point of a mouse
click. As such, they can access or reach any
country's domestic market in the global economy
just by mouse clicks and saturate the 'domestic’
busmess cnvironment with competitors and
competiion. The Internel cnables marketers o
make “cluster bomb" presentation of goods and
services  globally with multimedia advantage,
combiming information and entertainment at
virtually no cost (Tan and Chia, 2007).
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The Warld Wide Web (www) consisting of
networked computers (linked by servers and
modems) 15 an ¢xample of the B-Web
“boundryless™ structure. The 1T infrastructure
enables capitalism to move electromically, thal is,
covering great distances insphit seconds by time-
space compression (Gihson, 2004) or
despatialisation ol cconomic activities (Kowick,
2005} for accessing markets unencumbered by
spatio-temporal limitations of the environment;
and move from market segmentation 1o market
fragmentation (Kunetal., 2004,

Another way of pereerving competitive pressurcs
under globalization 15 in terms of the increasing
interconnectedness of national ceonomies (Stoner
ctal., 1995: 439). It suggests thut more interactions
accur as the relational space among people 15
collapsed. Thus, more market players, and mare
productséservices are introduced mio the market.
which ereates more competition in the compressed
space.

Modes of Competition

Sahentnon-price factors in global competition that
are relevant to the competitiveness of SMEs in
Nigeria are: unfatr competition through domping
on the Nigerian market, asymmetrical competition
from TNCs, limiting aceess for SMEs to markets in
industrial countries, and knowledpe and
technological imbalances. These are elaborated
below starting with unfair competition.

Unfair Competition

Dumping is a prime example ol unfair compettive
practices.  Developed countries subsidize then
local producers, which enable them to sell thew
products to developing countries at prices below
their cost of production, But the International
Monetary Fund and the World Bank (neoliberal
stitutions) "advised" Nigeria o stop subsidizing
social services (healthcare, education) and
petroleum products with rumous impacts on the
ecomomy (Jike, 2004; sce Mcbride and Menutt,
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007; Okunroumu, 2004; Bonat and Abdullali,
1950 g5 cited in Omoradion. 2007). The mimous
impaets include long lenm competitive weakness.

In the sphere of agriculture, the Common
Agricultural Policy (CAP) of the European Union
(EU) taking a hefty 45 percent of its budget and the
LIS Furm Bills arc the instruments for unfair
agricultural practices, which have rusned farmers in
the developing countries (Helmut and Eberhard.
2004). Anid most SMEs are in the agriculural
section. Liberalization permits inflow ofall types of
goods o the Nigerian domestic market and
weakening the demand for locally made goods
{Akinbogun, 2008). As the Manufacturers
Association of Niperia (MAN) apine (see report i
Ukoko, 2004), there is a proliferation of fake and
substandard, 1mported  (actually, smuggled or
dumped) goods in the market competing with also
low quality locally-produced goods, But the
imparted goods are cheaper. These dumped goods
pose threat to SMEs, namely survival hostility,
price hostility, and quality hostility [Nigerian Bank
for Commerce and Industry, 2001: 183-186; Jike,
2004, Ogalana, 2004; Okunroumu, 2004,
Akinbogun, 2008; Bell, 2009].

The China threat s a major challenge (o
competitiveness of Nigerian SMEs. The 'Chima
threat' comes from 1s large number of Export
Processing Zones (EPZs). The operation of the
FPZs is described in Gibsan [2004]. In bricf, the
EFZs are fimshing shops. where product parts are

ﬂ

assembled involving labour-antensive processes.
They are sites for TNCs, which set up shaps in
countrics that offer very liberal meentives. These
include tax frecdom, puatanteed supply of cheap
labour, complete autonomy, and provision of
denationahzed spaces.

State executives are expected to be and play roles
equivalent to being “country managers” of TNCs
to make their couniry attractive by moving its
perception. il not the reahity, from a state ol low to
high atiractiveness. The re-branding Nigeria
project fits well into this scenario, as the Nigerian
state appears determined to work hard to improve
its buttered 'Ilmzigu at home and abroad (compare
Hodge and Coronado, 2006 and perhaps move (he
country to the EPZ quadrant.

For assessing the attractiveness ol 4 country for
purpases EPZ operations, the aitractiveness prid
cun b envisaged as consisting of two dimensions,
a“skills” dimension and a “wages” dimension, The
“ikills” vanable 1s on the horizontal axis measured
on a low-high continuum and “wages™ on the
verlical axis and also measured on a bipolar low-
high continuum. The set of lour possible outcomes
is quadranted m the fipure below. The [rst
guadrant from the origin is the coordinate, {x,, y.) =
(low skills, low wages), The second quadrant is the
coordinate, (%, v.) = (low skulls, high wages). The
third guadrant 15 the coordinate, (x,, y,) = (high
skills, low wages). Finally, the fourth quadrant is
the coordmate, (x,. v, )= (highskalls, ngh wages).

High
{Low Skills, High Wages) (High Skills; High Wages)
Q2 Q4
Wages (Y)|
(Low Skills, Low Wages) (High Skills, Low Wages)
Q1 23
Low
Low Skalls (X) High

Country Attractiveness Grid
Source: Authors’ conceptualization
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For obvious reasons, the EPZ quadrant 15 the first
quadrant with the coordinate, “(low skills, low
wages)”, With iberalization and deregulation of all
ceonomies of the world, the goods praduced at rock
bttom costs m the EPZ locations can be exported
for free to any country 1 the global market and
undermine the competiiveness of local firms in the
economy. Gibson (2004) ealled this practice a cruel
underbelly of capitalist or corporate globalization.

l'he China threat 15 merely a reference 1o the fact
that China hus the largest number of such EPZs.
Mexico hosts the second biggest concentration of
these zones n the world,

With regard o competition, the worry is that these
same incentives are nol available to local SMEs. In
Nigeria, For example, the Manufacturers
Association of Nigeria (MAN) (2004) reported
that, despite government cfforts to give the
manuficturing seclor some relief, 11 continued o
experience: naccessibility 1o funds, which can
boost therr production  capueity; mfrastrocture
deficiency, especially, deanth of power supply mnd
good road network; multiplicity of taves and levies;
low patronage for made-in-Nigerin goods;
unsatisfying results of the National Poverty
Fradication Programme (NAPEP). continual
depreciation of the Nara: and insecunty of life and
property.

A new lkand of unfiur competition is a subtle de-
dustrmlization of developing countries thrmugh
alicnanon of state-owned ndusteies, which e
acquited by core investors who  usually  are
forcigners  fram ndustraalized  countrics, The
comparies are abienmted through  privatzation
hecanse they are loss-making frms (Majumdar,
2008). Currently, the big live banks (Afribank,
Creeanie Bank, Intercontmental Bank, Union Bank,
and Bank PHB) axed by the CBN arc at the brink of
being sold to who knows who will buy them. And as
Koster and Rai (2007) point out, these developing
eountries missed manufaciunng industrialization,
Bven the few they have are technically wrenched
from them, Yet until very recently, European
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govermments used golden shares to block selling of
national companies to foreigners (see Miller,
20023,

Asymmetrical Competition

As Begg et al. (2003:122) have observed, the
compelition from transnational corporations s
even maore devastating, Firsi, i reduces entry
barriers m a particular country because a
multinatonal enterprise can survive with u small
market share in the country while cnjoying
ceonomies of scale in other countries and
sitccessiolly selling globally. Second, as a resull,
damestie small [irms that benefit from protective
shelters face fmiense intemational competition,
which threatens their survival.  This constitutes
survival hosiibice. Thivd, thenr low-cost production
enables them implement low-cost competition and
instially drive down prices and profit marging,
which drives out higher-cost domestic firms. This
constiules price hostility (See also Dradley et al |
2003 for ability of TNCs in leveraging cconomics
af seale i retal business).

Usually, it 15 the subsichary of a TNC, which is
operating 1w # particular local environment thal
competes with the subsidiaries of other TNCs and
local firms: But the loeal subsidiaries have betier
aceess to funds than local firms. For example, the
subsidhary of & TNC can obtain funds from the
parentcompany and also access cheap fands froma
capital mareet in another country and invest thew
i il |oeal environment which may have a higher
cost of capital. Locul firnms de not have this
opportumity, A such, they become stuck and
constriined o source funds from s immaediale
local business environment irrespechive of the cost
whatsoever. In connection with this, Brock (2000
states that, Multinational subsidiaries underake
dual roles: as cogs in the wheels of their paren|
organizations. and as competitons i Joeil markes
Today, multnational -subsudieres are the
contemporary  gladialors of the competitive
environment. Competing ameng themselves anil
with local firms, they attempt o brng pgloba
resources to bearin diverse internatong] arenas (e
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cited mn Brock and S:scovick, 2007).

These subsidiaries can run into hundreds even for
one TNC, The developments in the global bustness
environment, such as the modularization of
production and [lexible, cost-effective
manufacturing, are leading to the breaking up of
large scale enterpnises into smatler firms as well as

mergers and acquisitions leading to the creation of

even larger enlerprises. The tendency towards
creating smaller firms is to enable Tirms Lo respond
rapidly to differentiated customer demands, which
has mtensiied competition in the global economy
{Loveman and Sengebenger as cited in Walsh,
1997 Kehan, 1999),

In the new global order or setting, the small,
dependent countries of the developmg world are
not expected to enter inte manufacturing
competition i the global market arena but are to
constitute resources or play the role of being
markets for TNCs as they compete one with
another. The theoretical or ideological backing for
this scendario 15 Porter's theory of competition
among nations, as propounded in his influential
book entitled, Competitive Advantage of Nations,
which was published in 1998 (Hodpe and
Coranado, 2006).

By the cthos of sustainable competition, advanced
countrics 4et to create sustainable competilive
advantage 1o remain ahead while holding down,
discouraging, undermining or retarding doveloping
countries. For example. the rhetoric in the 1970y
wias  capital-led  developnient, which weorked
Adrican countres o a debt crisis. [n the 19805, 1
was the structural adjustment, which moved
Afrcan countries from crisis 10 tragedy. As such;
they lack the capacity to compete economically
{Leys, 1994 as cited in (ibson, 2004: Stren and
[alfani, 2001 as cited n Gibson, 2004),
Governments of the developing world  were
discouraged from participating in direcl economic
activitics, us their participation, in many ¢ascs,
provided the onily credible competition to, and
crowded out, FDI activitics (Blanton and Blanion,

20001, Then developing countries are consigned 1o,
and indeed, compete among themselvesto olfer the
most altractive investment ¢hmate for TNCs 0 a
“race to the bottom™. This involves maving the
economy to the EPZ quadrant. China is admired
and Teared by other developing countries in this
regird  [Moore, 2008], This is what we earher
referred to as the “China threat”, which partly
reflects it characterization as a “networked dragon™
and partly s aggressive attraction of FD1 &nd
contract marufacturing in the tace to the botton.
But 1t faces the grim reality of a hollow or; at least, a
highly fragmented industrialization in which i
controls less of its own production than its
developing-country predecessors i East Asia
{Maore, 2008).

Limiting Access to Markets in Industrial
Countries

Post-industrial North countrnies are mereasingly
irading exclusively among themselves (Stren and
Haltam, 2001 as cited in Gibson, 2004). OF the
limited trade with the developing countries, they
impose higher tanfis on processed poods than on
pramary commeodities from developing countrcs.
In this way, industrial countries stifle the growth of
processing and manufacturing industries in the
developing countries.  This perpetuates a frozen
international division of labour where third world
countries are assigned o produce primary products
for the advanced countries (Madeley, 1996:]139-
140: Kaplinsky, 1984:76-79). Yeo, the prumatry
commaedities are pershable and ofien glut the
market when third world countrics respond o
performance incentives.

Another dirmension of limited market accessibility,
in Samir Amin's view, 18 "passive delinking” of the
Soutli from the North, as ns technological
developments make it require fewer raw materials
lrom the South (Madeley, 1996 17, 87). The
development of synthetic materials — exemplilies
thisdelinking praocess,

Il was partly to alleviate these that the US enacted
the African Growth and Opportunity Act (AGOA),
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particularly in textle frade during President Bill
Clinton's administration, Whether Nigerian SMEs
were able 1o take advantage of the opportunity 15
another matler, There wre indications, however, that
Asian textile companies set up shop in Africa and
exploited the AGOA opportunities.

Technological and Knowledge Imbalances

The continuing competitive weakness we referred
to above s fundamentally a technological
weakness; u et which weighed down even the
most politieally radical founding leaders o Africa
such as Kwame Nkrumah of Ghang and Gamel
Ahdel Masser of Eoypt (Dunavevskava, 1973 as
cited in Gibson, 2007y Technological -and
knowledge imbalances favour the developed
countries. Together, these have fed productivity
wains, and lower wnit cost of production mn the
developed countries. The same cannot be sid of
producers in Nigerna.

The cempetitive advantage of the developing
countries pencrally, in the sphere of production, 15
therr low labour cost and cheap raw materals,
Already, these have been eroded by means of
advanced technology (Gibson, 2004), The
developed countries are aggressively undermining
labour cost comparative advantage by means of
campalgns against “sweatshop” under the guise of
checking "child-labour abuses™. Yet, TNCs are
practicing the fumimzation of the labour foree and
swealshop conditions m the global arena. This s
most pronounced in (he exporl processing zones.
On account of these unfair practices, developing
countries leel justficd m protecting their “mtan
mdustries™ behmd tandl walls (Obadan, 2004,
Opalana, 2004

The competitve disadvantage of Nigeria and the
third world counmtnes in pencral hoils down 1o
technology, which is the dominant seurce of power.
In negotiations at the WTO o regional-bilateral
trade pacts, third world countries do so under
serious  disadvantage or from a position of
weaknoess; this, has been the case from historical

times (Tofller, 1980: 93-101). For example, (e
developmental space of latecomers in the
international economie order has been constraine:d
through dimimished use ol industrial development
instriments that Japan and the South East Aswn
countries used svceessfully to develep in the
second half of the 20" century. Even the developed
countrics made use of ntellectual  resources
unrestricted or unencumbered with rents and
pelicy instruments to achieve development, These
mehude loesl content pohcy, intellectual property
nights. investment regulations, and rade in
services. There s a growing ‘proliferation of
international market-opening’ but 'lechnology-
rent-protecting regulations’ [Morrissey and Baker,
2003 Wade (2003 ) as cited in Moore, 2(H)5],

Morrissey and Baker (2003) particularly pomted
ot that the US did not respect intellectual praperly
{ foreign patents and copyrights) untl the later purt
of the 19" century. Besides, these patents and
copynghis are used 1o create state-protected
monopolies to extract arbitrary and supernorml
rents from the developing countries (Evans, 2008,
The new competition is underwritlen by
technology perse. Yet our technology is still erude
and largely undeveloped.

Where do SMEs in Nigena stand in relation o the
background issues of power politics and
ceonomics: particularly with respeet to corporate
dimensions of globalization? In other words, whit
is the competitive strength of SMES in Nigeria” In
the next section, we painta vivid picturc ol SMl s
in. Nigeria. We alse add their general

chargederislics,

Nature of Nigerian SMEs

I Nigeria, the definition of SMEs has been
changing (Natonal Association of Small and
Medium  Enterprises, 2001: 148-148). The
National Counctl on Industry defines SMEs us
firms employing between 11 and 101 persons
{ Minister of Tnduostry, 2001 127-129),

Lal (2007 cxamined SMEs in Nigeria and found




fhat they have small capital mvestment, low profit
margins, few management stall, and small size:
Thus, he concluded that they cannot, on their awn,
provide the technical and support services they
reguire t operate successiully

Generally, small firms also lack marketing
experience (Davis et al. as cited in Spillan and
Ziemnowicz, 200%; Ssendi and Anderson. 2008);
are under-specialized; have restriclive eredit
policies, melfective and inflexible pricing
strategics, an inability o hire marketing specialisis;
and muke ineffective  hand-to-mouth  policics
(Weinrauch as eited in Spillan and Ziemnowicz,
2003} They preler experiential toabstracl learning.
doing o managing, are emotional, and intuitive
( Dyer and Ross, 2007).

They operate informally, have poor record-keeping
practices, and have difficulty accessing bank loans:
are flexible, agile, and gazelle-hike (Bates et al.,
2007). The informality permits them (o operale
with flexibility in a complex and wrbulent bustness
environment beeause it enables firms o vespond
gkl and creatively 10 new situations (Meznar
und Johnson | Jr], 2005).

In view of these inherent weaknesses, how have
SMEs coped in other parts of the world? They
strategically network with one another and with
INCs. In the Latter case, they do 5o by bemg local
content supplicrs. The slate plays a major rele in
citfpreing subcontractizg relationships. We can be
informed by looking briefly at what other
developmge countrics have done. These counlrs
inelude Brazil, South Korea, China and South
Afrien

Hrazil, in particular, provides & good ¢xample of a
developmg country, which pays cloye and carefil
attertion W the growth requirements of 15 SML:s.
Specific meusures employed in Brazil include
devetoping a culure of gntreprencurship and
entreprencurial suceess; promoting the diffusion of
maimng programmes which are funded by the

CHabalization, Compreditinn, anid Sreeviva! of Smadl and

public sector, and providing lifelong learnmg
appartnities (Obadan and Agba, 2006).

South Korea is an Asian "Tigers' counlry
exemplary in operating a vibrant SME sector
(Obadan and Agba, 2006). Among the policy
measures to encourage the development of SMEs
in South Korep are policies for (1) assisting SMES
to adapt 1o the changing economy; (1) stabiiizing
and strengthening the management of SMIs, and
(iif) stimulutimp and assisting start-ups and local
SMEs. Measures to implement these pobicies
include financial and credit puarantees, Tax
concessions, protection of subgontracting
relationships with large scale enterprisés
{corporations). building industrial estates, and
providing technical and managerial assistance to
SMEs. As a result of these policies and measures,
SMTs are able to contribute substantially to the
cconomy in lerms of employment, exports, and
(TituslpalicH

What has been the response-ol the Nigeran nahion
state 1o this new competitive challenge? The staic
has major tole in creating performance enabling
environment, given that only the state can, for
example, establish the rule of law, provide law and
order (security) through its monopoly ol violenee
(Harvey, 2007). enforce contracts provide
cducation and health care services which are
accessible (o most ciitzens, provide correctives for
market failure-and an enabler of growth in the cra
of globatization (El-Mclleh, 20035 Intarakumnerd,
2005 Meyer-Stamer, 1997, White, 1984:100).
This question is answered in (he next se clior.

Creating Competitive Capability

In this seetion, we examine the nature oi the local
environment condition as it either supporls or
enables local SMEs to compete in the global
cconomy or not. This has to do with enabling
policies, infrastructure, and other services. W take
our bearing from an organizational embeddedness
perspective, that is, the venture's rootedness n
ohlaining sustenance [rom, and endurnng
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constraints i, the 'so1l' that is the social {business
cnvironmcnt ) context {Brand] and Bul lmger, 2009;
Yang, 2004),

We begin our analysis from the time of the
Strucural Adjustment Programme, as this period
clfectively marks the beginning of the
implementation of nealiberal economic policics n
NigeTa

Diuring this period (1986 eirca 2000), the Nigerian
federal vovermment created conperaive societies,
mniroduced the Indusinal Pelicy ol Nigeria, and the
Apnculiural Pohicy of Nigerin both of which were
aimed at encournging the development of SMEs,
and the introduction of an entreprencurship course
to undergraduates studving manapement sciences
i the naton's universities (Chinelo-Nzelibe, 1996
Vi Nigeria Federal Ministry of Agriculture, Water
Resources and  Rural Development, 1988 15-18:
Nigeria Federal Ministry of Industrics, 1988: 1()-
e Nrarna, 2006; Osuntogun and Adevema,
1986),

The Small and Medium Enterprises Development
Ageney of Nigeria (SMEDAN) was another effort
to encourage and develop SMEs. s core
programmes are (1) sourcing and providing
husiness information, (i) designing and
establishing business support centres (BSCs) and
ndustrial parks (Ips), (iii) capacity building and
promation services, and (iv) developing policy on
micro, small, and medivm scale enterprises
(MSMEs) for improvements in policy mtervention
(SMEDAN, 2004),

Other developments from 2001 10 the time of this
study inchuded the (i) reformulation (revision) and
implementation of the Industrial Policy of Nigeria
and the implementation of the National Economic
Empowerment and Development Strategy
(NEEDS), and the banking system reform
(consolidation of banks) m 2006 (Honourable
Minister of Industry, 2004: xi-xvi: Federl Ministry
of Information & National Orientation, Undated:

Nnanna, 2006). These policy packages weore
esigned to benefit business, including SMEs.

Funding 1s another area of support for SMEs from
government. Funding  progrmmes ncluded the
following: (i) the Nationa! Eeconomic
Reconstruction Fund (NERFUND) which wiis ot
up in 1959 to provide medium and long term loans
ta SMEs; (11} the Small and Medium Enterpriscs
Apex Unit Loan Scheme (SME-AULS) started ini
1990 with a loan from the World Bank for on-
lending to SMEs, (iii) directives to banks through
the Central Bank of Nigeria to lend to SMEs: (1v)
setting up speciahized banks for the funding of
SMEs such as  the Nigerian Apgricultural
Cooperative and Rural Development Bunk
(NACRDB) and the Bank of Industry (BOT); (v)
the Small and Medium Industries Equity
Investment Scheme (SMIEIS) miroduced in 2001
1o find SMEs on equity parlicipation basis, (vi)
rural banking scheme and (vii) use of sectora]
illecation of credit by hanks (Central Bank of
Nigeria, 2002-2003:16; Central Bunk of Migeria
Rescarch Department, 1995 Uche, 2000).

It appears that these measures have made litlle o
no mpact on the competitive capability or
performance of SMEs (Moruku, 20103 SMEs i
hus study perceived market hostility in the arcas of
price, quahty, and survivability. This suggested
that SMEs in Nigeria experienced dechning
accessibility to the plobal market (the so-called
domestic market 1s now an integral part of the
global market), as they were oul-competed mainly
in prices and, 1o 4 less extent, product quality. It
means that 1f SMEs respond to the efforts or
motivations to employ and produce more, then
there would be little room i the market o absorb
their products, giving rise to costly mventory
build-up.

This can be seen from the disabling terbulence or
volatlity in the education system (indicated by
frequent and prolonged closure ol universities):
declining capacity in terms of weakening or
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collapsed  infrastructure and  weakening  human
capital development; closimg  wecessibility to
capital; recedmg light in terms of declining puble
power supply, and worsening crdemic corruption
and misallocation of resources  all of which
mncrense the cost of doing business and a thrcat to
the survival of SMEs {AKinbogun, 2008 Anyanwu
etal., 2003, Contral Bank of Niger, 2003:174 and
2003b: 20; Manufacturers Association of hgena,
2004; Office of the Honourable Minister,
Economie Matters, 2002: 19-20; Ogujiuba et al,,
2004, Limmbkoro, 2004y,

The recedine Lo i Nigeria stands a0 stark
contris with the ¢asés in Egypl, Ghuny, and South
Africa, all m Africa, who have overcome the
problem of generating and supplying electricity to
it citizeny and industnies. This poor showing in
public power supply and its impac! an the industrial
sector can be seen in perspective when it s realized
that regular pubhic power {electricity ) supply 15 the
backbone of industnal manufacturing: public
power supply 15 the most convenient encrgy for
powerng industrial machings [ Akinbogun, 208 |

A supgested earlier, the poor supply of electricity
increases the cost of doing business and a threat Lo
the survival of SMEs. This has proved to be the casc
with SMEs (in the eeramie industty in the South
Western Nigeria) which have collapsed in large
numbers. These sull existing are operuting below
nstalled eapacity and dying (Akmbogur, 2008),
indeed, oxperiencing a traumatic  Slow  and
excructating death with o possible domino effect ag
they pull down related firms as creditors and
supplicrs.

Conclusion

The speethic objectives of this paper were to seck
airswers 1o twee questions. First, does globalization
ereste or accenluate competition? Second, what 15
the impact, 1fany, on SMEs in Nigerna? Third, what
eflurts huve been made to cope with the competitive
onslaught of glubalzation”

It was found that capitalist globalization has been
accompamed with hypercompetiion. This has
been accentuated by the collapse of the relational
space; ncreased complexity n terms of 1ssues
variables, and interactions: number of products
services, and processes: number of competiions,
and sumilar. Technology, particularly, mlormation
and  comunumcaton  wéechnology  (through  the
World Wide Web) has played a despatiahizing role,
mlta;:&ingthemFannnﬂlsnnw

Second, 10 was found that the drive tessards
sustainable competitive advantage by
multinational enterprises and centres of capitalism
wits sought through ereating lechnologieal und
knowledge imbalances, use of unfair competilive
practices (such as dumping), boldng down,
discouraging, and undermining or retarding
developing countries, including Nigeria,

Third and finally, 1 was found that, agamst i
whove Dactory of lepsided competinon,  the
Nigerian husiness environmen! docs nol providd
cnghling circumstances (o nuriure loca
competitive response (strategy). This can be seen
from (he terbulence or volatility i the education
system; declining capacity n lerms of weakenmg
or cotlapsed infrastrueture and weakening
capacily 1 human capital development; efosing
accessibifity W capitaly receding Iight in terms of
declining public power supply, and worsening
endennic corrnprion and misallocation of resources
all of which inerease the cost of domg business and
a threat to the survival of SMEs.

The state should live up to its assignment as
enabier of performance in the era of globalization.
In particular, 11 should priormize market
development for SMEs. This mvolves more than
negotiating aceess o the market. Nezobating
murket access is definitely emucial. But much more
than that, market development involves. in
addition. strategically adapting the eniire
economy 1o achieve competitiveness in the global
market: (1) the quality and adequacy of social ind
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physical infrastructures (education, healtheare,
communications, power supply, and
lransportation), (it} mstitutional capability {Ajayr,
2003), and (i) entreprencurship development,
Most importantly, the stare svhould vess
unsiintingly in human capital development as
service o the entrepreneurial systen,

The state should also fine-tune the implementation
of the Small and Medium Enterprises Equity
Investment Scheme (SMELLS) funding initiative,
as the situation where SMEs cannot,
metaphornically, have a drink while swimming in an
ocean of undisbursed funds s unforiunate,

The staic’s policy m these areas will constitute
prime movership, as firms cannot be compelitive
on their own wilhout support from the state
(Meyer-Stamer, 1997 ); this being the case, more so.
because the state is now assigned an enabler of
perforniance and entrepreneurs assigned investors
and managers.

This study contributed to the literature by
providing o contextual or nuanced understanding
of SMEs and entrepreneurship in the Migerian
business environment in the context of
globalizalion, as represented in the findings of the
study. As Locke (2007) stated, there is nothing like
ommiscience such that one 1s all-knowing but one
can make knowledge claims on the basis of what is
known about a specific context. This contextual
knewledge is crucially imporiant [or understandin £
and explaining the nuances respecting why,
competitively, entrepreneurs have done well or not
in the Nigerian busineéss environment, which is a
step towards creating local-relevant knowledge for
solving local problems and acquiring indigenous
technological capabilitics and power (see Han el
al., 2000}, Future studies should examme the
internal management capabilities of SMEs in
Nigeria, Itis plausible that no action of the state can
vield positive results if local SMEs do not have the
capacity to convert the opportunities to
performance benefits,

Globalization, Competition, and Survival of Small and Medium Sized Enterprises in the Nigerian Susiness Envirmnment
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