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According to SMEDAN, 

 

 

 

 

*In case of conflict, no of employees would be used to classify a business e.g. company with 8 employees and N18m in assets will be 

classified   as  a Micro enterprise 

 As at 2010, the contribution of MSMEs to Nigeria’s GDP stood at about 47%. 

 There are over 17.2m MSMEs in Nigeria employing over 32m people 

 Over 95% of registered businesses in the country are MSMEs 

 This means that the activities of MSMEs have a huge impact on the economy of the 

nation.  

 In Nigeria today, the importance of MSMEs has gained more attention and measures 

are being put in place to encourage this group of businesses because of their 

significant contribution to the economy. Governments at Federal and state level, 

financial institutions as well as investors all have a good deal of their attention turned 

towards MSMEs.  

 It is imperative that MSMEs live up to expectations in order to sustain the positive 

impact on the nation’s economy. 

 

Size category No of employees Total assets (excluding  land and buildings) 

Micro Less than 10 Less than N10m 

Small 10-49 10m – less than N100m 

Medium 50-199 N100m – less than N1bn 



Corporate Governance – What? 

 Corporate governance refers to a set of internal rules/regulations, 
policies, procedures and structures that a corporate entity follows by 
effective implementation methods in order to achieve the 
organisations goals.  

 Functional corporate governance helps business organisations to 
operate in a fair, equitable and appropriate manner in the interest of 
the company and all stakeholders.  

 Every business that desires sustainability and growth must pay 
attention to the subject of corporate governance as it is fundamental 
to an enduring business.  

 Corporate Governance is a subject that has hitherto been regarded 
as one that should be restricted to big companies alone but it is just 
as important for privately held small businesses today. 

 Most businesses start small but with effective and functional systems, 
they grow to become big companies with global recognition 

 



Typical reasons why small businesses fail –The Problem 

 Absence of planning and forward thinking 

 Inadequate leadership and management skills at 
senior management level 

 Lack of future business plans for growth and new 
investment plans 

 Problems with cash flows and funding 

 Inability to innovate, present ideas for business 
development and cope with ever changing business 
environment and economic conditions 

 Inadequate access to technical assistance 

 



Corporate Governance for small businesses – Why? 

 Implementing corporate governance contributes a great deal to support 
chances for these companies to perform well, grow and adopt better 
processes for decision making.  

 For family owned businesses, corporate governance improves management 
efficiency, limits internal conflicts and helps in making transition of 
ownership to heirs a smooth process. 

 Promote investment and access to funding – financiers/investors want to see 
capable management, strong systems and structures, ethical leadership, 
succession plan, proven market and business model before funding 
businesses 

 Strengthen the organisation, weaken corruption, promote 
ethical/transparent atmosphere 

 Help the organisation stay above board in terms of regulatory compliance, 
promote the brand of the business and thereby gain credibility and goodwill 

 As small businesses grow, stakeholders increase and there is need for a 
functional system to align growth pattern to ensure that goals and targets are 
met. 

 



Practical steps to  overcoming challenges faced by  

MSMEs –the governance solution 

 Recommendation 1: Functional Board of  Directors/Advisory 

board. Small businesses should endeavour to set up a formal 

board of Directors to support the growth of the business.  In the 

case of an enterprise, an advisory board should be considered. 

 Recommendation 2: Maintain credible books of accounts which 

are annually audited by an external auditor 

 Recommendation 3:Evaluate organisational risks with a view to 

eliminating or  reducing same to barest minimum 

 Recommendation 4: Small businesses should endeavour to 

have some guidelines and plans in place for the various 

categories of persons involved as well as a succession plan. 



Why small businesses need Advisory Boards 

 The Board is the brainbox or livewire of an organisation 

 Show me your board and I will tell you where you are headed 

 An advisory board is a very potent management tool for every small 
business. 

 The Board is a pool of persons with relevant skill sets and 
competencies that should help steer a small business in the right 
direction 

 Experienced board members help small businesses to avoid costly 
mistakes 

 An advisory board could serve as a fast-track to commercial wisdom, 
an introduction to business networks, experienced guidance and 
constructive criticism of the organisation’s strategy  

 Having some class of persons on a small business advisory board 
could also add credibility and improve prospects of patronage.  

 Three to five persons is enough to form a board for a small business 
 



Building an advisory Board - Considerations 

 Evaluate yourself and find out where you function best to enable you 
ascertain the kind of persons you need to complement you. 

 Look for people who are knowledgeable in your business area. 

 Look for people with integrity who honestly want to see and help 
your business grow 

 Choose people you admire that you would like to develop a 
relationship of trust with. 

 You can find the right people anywhere around you- Chambers of 
commerce, church, ASSEN, networking events, clubs etc. 

 It is not advisable to select family& friends for this purpose 

 Retired or older business executives should be considered 

 For a formal board, procedures should be followed especially 
statutory requirements for LLCs as it relates to appointment, 
removal etc. of Directors 



Risk factors that affect businesses 

 Business environment 

 Competitive issues 

 Employee problems 

 Operational issues 

 Reputational loss 

 Security & fraud 

 Strategy & regulatory issues 

 Technological change 

 Trade credit and customer insolvency 

 
 



Succession planning for small businesses 

 Small businesses need a roadmap for continuity 

 Various options of exit exist and founders need to 
decide which will work best for them 

 A thriving business could be sold off or merged with 
another business.  

 Founders could also quit for various reasons or retire 

 A good succession plan would foster smooth transition 
and minimize likelihood of disruptions to operations 

 A good succession plan will enable the founder 
maximize the value of the business and enable it to 
meet future needs 

 Founders of small businesses need to set a time line for 
their exit and groom a successor 



Conclusion 

The small businesses of today can become 

tomorrow’s global brands. A lot depends on 

how they are managed. There is no better time 

to plan and structure a business than when it is 

small. The big is in the small. 

A-C-C-E-L-E-R-A-T-E! 
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