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Abstract 

 

This study explores how cluster financing can affect Micro, Small and Medium Enterprise (MSMEs) 

development in Nigeria as literature revealed that most available sources of finances are primarily not 

targeted towards clusters. A cluster sampling procedure was used for selecting the participants in this 

study. This technique was employed to ensure that members of a particular cluster are adequately 

represented in the variables for the study. A total of 120 and 31 participants were selected purposively 

from two clusters. Oke Aro Pig Cluster in Ogun State and Edo production clusters, in the Benin City in 

Edo State. Data were collected from primary sources using questionnaire and interview schedule, as data 

collection instruments. Data obtained was analysed using the Spearman Rank Correlation (Spearman's 

Rho) and multiple regression analysis. The study revealed that MSMEs cluster is correlated with the 

facilitation of cheaper access to finance (r = 0.518; p < 0.05) and there is a significant relationship 

between cluster financing and MSME development in the selected clusters. The result showed a 

correlation value which is fairly high and positive (r = 0.571; p<0.05). The study concludes that financial 

institutions and government have an easier reach and impact with the target MSME clusters; thereby 

would impact the businesses, growth and profitability. 

 

Keywords: Cluster-financing, MSMEs, Development, Profitability, Growth 

 

INTRODUCTION 

 

Small and medium enterprises are the economic backbones of most nations (Robu, 2013). In Nigeria, 

ninety-six per cent of businesses are classify as small and medium enterprises (Oyelaran-Oyeyinka, 

2010). Many of these businesses show that MSMEs provide a source of livelihood for a vast number of 

Nigerians. However, one striking feature that has fostered the growth of MSMEs in Nigeria is clustering. 

General trade cluster structures such as Balogun, Eko, and Trade fair markets; likewise, production and 
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manufacturing hubs such as Ariaria market show that there has been a remarkable growth in MSMEs 

business clusters in Nigeria. As clusters continue to develop and thrive, there is a potential benefit of 

financing MSMEs through clusters. MSMEs generally face the challenge of access to cheap finance in 

Nigeria evidenced by the posits of Taiwo, Falohun, and Edwin (2016) documenting that between 1992 to 

2008, commercial bank loans to MSMEs experienced a drastic decline and also the percentage of total 

credit to MSMEs decreased from 48.8 per cent to 22.22 per cent. Thus, there is a critical problem in 

identifying whether the government and banks have improved their willingness to finance MSMEs 

mainly through clusters. Despite our ability to evaluate lending activities amongst SMEs, clusters have 

continued to experience tremendous growth for MSMEs in Nigeria. Hence, this study assesses whether 

methods of financing MSME clusters have successfully led to improved development and growth in the 

Nigerian SMEs and therefore impacted the economy positively. This research aims to ascertain whether 

financing MSMEs clusters can affect the development of these businesses and impact economic growth 

positively. 

 

This study is of significance to the following institutional and regulatory players. Financial Institutions 

are key sources of financing businesses in Nigeria. A study on cluster financing helps the institutions to 

identify already existing financing gaps and explore how to utilise their available finance to fund small 

and growing businesses in Nigeria. The study would also be useful to Ministry of Trade, Commerce, and 

Investment of the Federal Government of Nigeria because it would provide the ministry with relevant 

data on how to approach the growth and projection of MSME clusters across Nigeria, to enable the 

attraction of financial institutions. The Ministry is pivotal to ensuring the growth of all businesses in 

Nigeria and ensuring that there is an enabling business environment for all. The study would help state 

governments through their respective ministries to identify avenues through which businesses can 

collectively come together to boost MSME growth within their states. This study would allow the CBN to 

provide more targeted policies towards financing clusters and MSME development in Nigeria. The 

objective of this study is to ascertain the relationship between cluster financing and MSMEs development 

(in terms of funding access and profitability) in Nigeria. Specifically: i) What is the extent of relationship 

between MSME cluster create and access to cheaper forms of financing? ii) What relationship exists 

between cluster financing and profitability of MSMEs? iii) What is the extent of correlation between 

cluster financing and MSME development in Nigeria? 

Hypotheses formulated for testing: 

H01: MSME cluster have no significant relationship with access to affordable sources of financing in 

Nigeria.  

Ho2: There is no significant relationship between cluster financing and profitability of MSMEs in Nigeria. 

H03: Cluster financing has no significant correlation with the development of MSME in Nigeria.  

 

The paper is sub-divided into seven major sections. After the introduction is the review of literature, the 

study methodology, discussion of results, conclusion, recommendations and policy implication. 

LITERATURE REVIEW 

Micro, Small and Medium Enterprises (MSMEs) are identified as channels of innovation, economic 

development, and the largest opportunity for employment. Given this consideration, the MSMEs sector 

has attracted government attention in recent years. The Small and Medium Enterprises Development 

Agency of Nigeria (SMEDAN) defines MSMEs based on the categories as described in Table 1 below: 
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Table1: MSMEs Based on Categories 

 

S/N Size Category Employment  Asset (N' million) 

(Excluding lands and buildings) 

1.  Micro enterprises Less than 10 Less than 10 

2  Small enterprises 10 to 49 10 to less than 100 

3  Medium enterprises 50 to 199 100 to less than 1,000 

Source: SMEDAN, Nigeria Bureau of Statistics, 2017 Report 

 

For the purpose of this study MSMEs are organizations employing between one and two hundred 

employees who operating within a cluster and a cluster in this case are taken as government facilitated 

arrangement that brings businesses together to take advantage of infrastructure, technology, knowledge or 

synergy provided in a particular environment for common good. MSMEs role in the economy leads to a 

substantial contribution to the gross domestic product (GDP), employment generation, export promotion, 

and increasing local value addition and technological advancement. NBS-SMEDAN (2017) indicates that 

MSMEs contribute 76.5 percent of the national workforce, 49.78 percent of the GDP, and 7.64 percent of 

export receipts. MSME's contribution shows the importance of the business category to the sequential 

growth of the economy. 

 The Cluster Concept 

Clusters are an old element that has pivoted developed economies to economic growth. According to 

Porter (1998), clusters is "a geographically proximate group of interconnected companies and associated 

institutions in a particular field, linked by commonalities and complementarities." 

Clusters are groups of inter-related industries that drive wealth creation in a region, primarily through the 

export of goods and services. The essential features of clusters are: they are geographically concentrated 

and the flow of goods and services interconnects them.  

 

In China, the Chinese government understood the need for business clustering, which led to the 

development of export processing zones (EPZs). The export processing zones are a more sophisticated 

form of clusters because they enjoy benefits, such as tax incentives, more convenient access to trade 

finance, and bonded warehouses, among others.  

 

 Cluster-Based Economic Development Strategies 

 

Government agencies create economic development strategies aimed at improving a region's economic 

activities. These agencies sometimes adopt the use of cluster-based strategies to enable business pull 

resources together towards developing improved economies of scale and higher competitiveness against 

competitors. Clusters do not need public sector strategies to exist; (ICMA, 2012). However, through the 

right incentives and strategies, clusters have tremendous abilities to be more successful and competitive. 

ICMA (2012) identifies types of cluster strategies commonly used around the world: 

 

 

Defensive Cluster Strategies:  
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These are strategies modelled to fix the defects of a region's economic infrastructure that can affect the 

performance of a group of existing firms. These may include: 

 

● Legal or regulatory reforms that make the business environment friendlier to a particular sector. 

Improving ease of doing business and seamless registration of companies. 

● The development of new infrastructure (such as warehouses, trailer parks, or intermodal freight 

facilities) that will give firms more efficient access to customers or suppliers. 

● Introduction of programs to enhance access to certain types of capital. 

● Changes in the licensing policies at universities that will provide easier access to new technologies or 

research. 

These strategies typically occur when companies collectively come together to meet with the government 

concerning their specific needs and requirements.  

 

Offensive Cluster Strategies: 

Offensive cluster strategies are geared at boosting cluster firms’ competitiveness through provision of 

value-adding services to firms within the cluster. The aforementioned value-adding services are provided 

directly or via investments in new regional institutions or capabilities. A practical example of cluster 

strategies is domiciled in the establishment of training programs targeted at workers for specific 

occupations or industries.  

 

A clear articulation of needs by businesses in the cluster is necessary for the success of these strategies. 

Offensive strategies usually enjoy a higher level of success because the consent and participation of 

businesses involved is required when some type of collective organisation such as a network is present. 

For example in the Case of Oilseed Processors Clusters in Ethiopia, the cluster initiative could serve as a 

model for Nigeria. Oilseeds were the third most produced and exported commodities in Ethiopia. As at 

2008-2009, it was estimated that oil seed crops were cultivated in a farming space of about 0.86 million 

hectares, involving close to four million small-holder farmers in the main production areas.  

Oilseed crops mainly include sesame, niger seed, and linseed. The oil-seed industry was populated by 

small scale farmers with fragmented land holding, which constrained the production of crops. From the 

total land-holding of 0.86 million, eighty-six percent of the holding fell in a range of less than 5 hectares 

(Newkirk, 2013).  

 

On the oil processing scale, an estimated 850 micro-oil and small-scale processing plants, accounted for 

95 percent for the production base of edible oil. The remaining five percent of manufacturing base were 

controlled by 26 medium and large companies. These companies also suffered from an underutilisation of 

their production capacity, with 30 percent utilisation.  

The marketing value chain was also underutilised, with poor storage, collection, and transportation 

facilities, which led to huge post-harvest losses. There were also many intermediaries leading to high 

transaction costs.  

From 2010 to 2013, the Ethiopian government in collaboration with three UN agencies, United Nation 

Industrial Development Organisation (UNIDO), Food and Agricultural Organisation (FAO), and 

International Labour Organisation (ILO), began to explore how the oil-seed industry could improve yield, 

utilisation, production, and better marketing of edible oil.  

 

With a collective expenditure of $2.783 million, UNIDO, FAO, and ILO, began to provide technical 

services and training to the industry players. These included the business development services, 

improving access to bank loans for equipment upgrades, improving production yields, and effective 

machinery utilisation and maintenance. Fifty MSME edible oil producers (92% of direct beneficiaries) 

united to form the Right Edible Oil Producers (REOP) Plc in May, 2011. REOP is a business association 
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aiming at setting up a refinery plant (United Nations Industrial Development Organisation, 2014). The 

Ethiopian government also supported the provision of industrial land, with cluster zones. More training 

was also provided to address issues of storage, cleaning, and grading of oil seeds.  

 

Collectively, the UN initiative, involved the setting up of public-private partnerships for 4 large 

processing plants, 92 SMEs, and 4 farmers units. Through the initiatives introduced, production 

functionalities were enhanced to 80 percent. The cluster initiatives also improved credit perception 

amongst banks, towards loaning to the clusters. The Development Bank of Ethiopia opened 3 new lines of 

credit, which has led to higher reception of loan requests to producers.  

Nigeria could in the same way leverage on the exposure and technological competence of these 

multilateral organisations to develop similar model in the area of palm oil production and processing and 

develop that sector along its value chain. 

 

 Cluster development in Nigeria 

According to Obi (2011), the cluster concept is not entirely new to Nigeria. Nigeria has experienced an 

input from clusters towards economic development in Nigeria. These contributions have been amassed 

from both organised and unorganised clusters. The Nigerian government has led the development of 

organised clusters through economic development plans. 

 

Nigeria has had a long history of cluster planning and development. Nigeria's first National Development 

Plan (NDP), which was in force from 1962 to 1968 brought about the introduction of industrial estates. 

The concept was established to encourage foreign industrialists to establish factories in Nigeria. These 

factories had access to several infrastructural amenities that led to the success of the NDP. As a result of 

the plan, the number of medium to large scale manufacturers grew from 150 plants in the 1950s to 380 in 

1965 (Obi, 2011). 

 

 Small Scale Clusters 

Over the years in Nigeria's history in industrial planning, several industrial estates have been established 

for local economic growth and development (Obi, 2011). The first form of organised small-scale clusters 

in Nigeria was the Industrial Development Centres (IDCs). In 1965, Nigeria's first industrial development 

centre was launched in Owerri by the defunct Eastern Nigerian Government. The centre was established 

to promote small scale entrepreneurships in Nigeria. After the first centre in Owerri, a total of twenty-

three (23) IDC centres were created in several cities in the country. Some of the cities include Maiduguri, 

Abeokuta, Sokoto, Benin City, Uyo, Bauchi, Akure, Port Harcourt, Ilorin, Kano and Ikorodu (Hassan & 

Olaniran, 2011). According to Hassan & Olaniran (2011), the centres focused on five key areas namely: 

woodwork, metal work, automobile repair, textiles, and leather work. 

 

Apart from the Federal government, several states in Nigeria have also led the development of clusters in 

Nigeria. In the South west, Lagos state has established several skill acquisitions centres for entrepreneurs 

looking to learn a trade. Examples include pig clusters at Oke Aro, and Gberigbe Ikorodu; as well as rice 

clusters in Ikorodu. Across the country, several MSME clusters have been established in almost every 

industry in the country. Trade clusters alone support tens of thousands of entrepreneurs across the country 

(Dalberg, 2016). The quest of Nigerians towards growing entrepreneurship and job creation has led to the 

creation of several unorganised private clusters. Examples of these clusters include the Ariaria leather 

cluster in Aba, Abia State and Otigba cluster in Ikeja, Lagos. These clusters were developed by an 

agglomeration of small-scale businesses due to the rising needs of Nigerians within their areas of trade. 

These businesses have continued to thrive despite the little support from the government (Asemota, 

2017). An overview of the two clusters analysed in this study is provided below: 
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OkeAro Pig Estate:  

Oke Aro Pig Estate is West Africa's largest pig farm settlement located in Oke Aro, Lagos State. The 

farm estate rests on a 10,000-acre settlement. The pig estate houses over 3,000 farmers with over 10,000 

people working in the settlement (Independent, 2020). Over the years, farmers in Oke Aro have continued 

to grow with the expansion of the trade and patronage of large-scale meat processors and retailers across 

the country. During the field study, several farmers complained about their access to obtaining financing 

support from the government and finance institutions. 

 

Edo Production Centre: 

The Edo Production Centre was established in 2019 by Governor Godwin Obaseki's administration. The 

centre was established as an entrepreneurship hub, focusing on the welding and fabrication, recycling and 

waste management, polythene making, printing press, clothing factory and leatherworks. Within its one 

year of establishment, the hub has attracted over 200 small scale industrialists in the centre (Nigerian 

Investment Promotion Commission, 2019).The production centre offers the entrepreneurs 24/7 electricity, 

as well as several other amenities, helping to ease the administration of businesses within the state. In 

February 2020, the Bank of Industry opened an office in the hub to help facilitate cluster finance loans 

within the hub. The Edo State government has declared that they would replicate the model in other parts 

of the state to drive entrepreneurship creation across Edo state. 

 

The Role of Government in the development of clusters in Nigeria 

 

In 2007, the Nigerian government observing the need for a more coherent cluster strategy developed a 

cluster concept framework. The idea behind the cluster framework was to develop industrial parks in all 

the geopolitical zones in Nigeria.  

 

Nigeria's industrial development strategy (2007-2011) introduced by the ministry of commerce and 

industry, identified five planks of clusters: 

 

Table 2: Planks of Clusters 

eCluster Plank Characteristics 

Free Trade Zones ● Oases of economic activities usually situated in the proximity of seaports or 

international airports (entry and exit points) 

● Goods are brought in or taken out of the country without being subjected to the 

usual duties 

Industrial Parks ● Mega parks covering areas of not less than 30 – 50 square kilometres. 

● Consists of large manufacturing companies with high value addition in the 

production of finished products 

Industrial Clusters ● Oases of industrial activities and commerce 

● Covers areas between 100 and 1, 000 hectares. 

● Controlled by the organised private sector. 

Enterprise Zones ● 5-10 hectares of land 

● Targeted at scaling up businesses from the informal sector to the formal sector 

Incubators ● Start-up centres for new and inexperienced entrepreneurs 

● Includes graduates of tertiary institutions, investors and vocational persons 
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wishing to set up their own businesses. 

● Prospective start-up companies would be equipped with entrepreneurial 

skills and programs aimed at nurturing them from scratch to maturity. 

● Incubators would be attached to higher institutions and research institutes 

 

In 2014, the Ministry of Trade and Investment, through its Nigerian Industrial Revolution Plan (NIRP), 

developed a new cluster strategy. The plan identified different cluster classes for adopting this strategy. 

 

Table 3: Proposed Cluster Classes in Nigeria 

Cluster Plank Characteristics 

Industrial Cities A total of 8 initial cities were to be built, while more would be added upon success 

of the initial cities. 

Land mass of at least 1000 hectares per city. 

Combined power capacity of between 700 MW to 1,200 MW. 

Industrial Parks and 

Clusters 

Existing 23 Industrial Development Centres (IDCs) to be converted in Industrial 

Parks for MSMEs 

Free Trade Zones Nigeria's existing free trade zones would be rationalised to determine the zones that 

would remain operational. 

Source: Nigeria Industrial Revolution Plan, Federal Ministry of Trade, and Investment (2014) 

 

STUDY METHODS 

Survey research technique was adopted for this study entailing the administration of well-structured 

questionnaire to respondents. 

A cluster sampling procedure was used for selecting the participants in this study. This technique was 

employed to ensure that members of a particular cluster are adequately represented in the variables for the 

study. The sampling was based on the selection of participants within two clusters in the Southern region 

used as case studies because of access to information on them. Within each cluster, selection of business 

owners was done by simple random sampling. A total of 120 and 31 participants were selected 

purposively from two clusters. The relative size of participants of each cluster was based on their relative 

sizes: 

 

i. Oke Aro Pig Cluster, the largest pig farming cluster in West Africa. The cluster is in Ogun State. 

ii. Edo production clusters, a newly developed organised cluster established by Governor Godwin 

Obaseki. The cluster is located in the Benin City in Edo State Nigeria. 

 

 

The process of collating data for the research project was from primary sources. This involves making use 

of a structured questionnaire to small business owners as well as associations within the selected clusters. 

For this research, field study was conducted in Oke Aro Pig Cluster and Edo production clusters. The 

questionnaire were structured according to MSME profitability, MSME agglomeration, and MSME 

financing, that are considered relevant for the study, adopting a 5 point Likert-type scale technique. The 

questionnaire are distributed to business owners in the specified clusters and collected through an on-the-

spot assessment of the questionnaire. This led to a higher recovery rate of the distributed questionnaire. 

Information obtained from the field was analysed using the Spearman Rank Correlation (Spearman's Rho) 
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and multiple regression analysis. This statistics is necessary to test the hypotheses earlier stated and 

ascertain really if MSMEs cluster, promote business profitability, development and that cluster promotes 

MSMEs access to affordable funds. 

 

Results and Discussion 

This section introduced the presentation of the findings and analysis derived from the survey. A total of 

114 responses were obtained out of a targeted 151 potential respondents, which constitutes a 75.5% 

response rate for the survey. Out of 151 potential respondents, 102 respondents completed all the 

questions that were required to be answered. The responses gathered from the survey have been analysed 

using the SPSS software.  

 

Testing of Hypotheses 

H01: MSME clusters have no significant relationship with access to affordable sources of financing in 

Nigeria.  

 

The correlation coefficient between MSME agglomeration and affordable sources of financing shows: (r 

= 0.518**, P < 0.05), which is an average and positive relationship. The correlation P-value at 0.000 is 

significant at 0.05 level of significance.  

 

 

Table 4a&b: Result on the relationship between MSME cluster and access to affordable sources of  

   financing 

Correlations (a) 

 

MSME

Agglo

meratio

n CheaperFinance 

Spearman's 

rho 

MSMEAgglomera

tion 

Correlation 

Coefficient 

1.000 .518** 

Sig. (2-tailed) . .000 

N 114 114 

CheaperFinance Correlation 

Coefficient 

.518** 1.000 

Sig. (2-tailed) .000 . 

N 114 114 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

A multiple regression was also run to predict access to affordable sources of financing from the 

agglomeration of MSMEs. These variables significantly predicted cheaper financing, F(1, 112) = 

58.493, p < .0005.  

 

ANOVAa (b) 

Model 

Sum of 

Squares Df 

Mean 

Square F Sig. 

1 Regressio 32.073 1 32.073 58.493 .000b 
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n 

Residual 61.412 112 .548   

Total 93.485 113    

a. Dependent Variable: CheaperFinance 

b. Predictors: (Constant), MSMEAgglomeration 

The null hypothesis is therefore rejected as there is a significant relationship between agglomeration 

of MSMEs and affordable sources of financing.  

 

H02: There is no significant relationship between cluster financing and profitability of MSMEs in 

Nigeria. 

 

The correlation coefficient between cluster financing and MSME profitability shows: (r = 0.656 **, P 

< 0.05), which shows a positive and high relationship. The correlation P-value at 0.000 is significant 

at 0.05 level of significance.  

 

 

Table 5a&b: Result on the relationship between cluster financing and  profitability 

Correlations (a) 

 

ClusterFina

nce 

MSMEProfi

tability 

Spearman's 

rho 

ClusterFinance Correlation 

Coefficient 

1.000 .656** 

Sig. (2-tailed) . .000 

N 114 114 

MSMEProfitab

ility 

Correlation 

Coefficient 

.656** 1.000 

Sig. (2-tailed) .000 . 

N 114 114 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

A multiple regression was also run to predict MSMEs profitability from the cluster financing. These 

variables statistically significantly predicted MSMEs Profitability F(1, 112) = 81.931, p < .0005. 

 

ANOVAa  (b) 

Model 

Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regression 14.082 1 14.082 81.931 .000b 

Residual 19.250 112 .172   

Total 33.332 113    

a. Dependent Variable: MSMEs Profitability 

b. Predictors: (Constant), Cluster Finance 

 

The null hypothesis is therefore rejected as there is a significant relationship between cluster 

financing and MSME profitability. 

 

H03: Cluster financing has no significant correlation with the development of MSME in Nigeria.  
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The correlation coefficient between cluster financing and MSME development shows: (r = 0.571 **, 

P < 0.05), showing a fairly high positive relationship between the variables. The correlation P-value 

at 0.000 is significant at 0.05 level of significance.  

 

 

Table 6a&b: Result on the correlation between cluster financing and development 

Correlations (a) 

 

ClusterFina

nce 

MSMEDeve

lopment 

Spearman's 

rho 

ClusterFinance Correlation 

Coefficient 

1.000 .571** 

Sig. (2-tailed) . .000 

N 114 114 

MSMEDevelopm

ent 

Correlation 

Coefficient 

.571** 1.000 

Sig. (2-tailed) .000 . 

N 114 114 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

A multiple regression was also run to predict MSME development from the cluster financing. These 

variables statistically significantly predicted cheaper financing, F(1, 112) = 73.590, p < .0005. All 

variables added statistically significantly to the prediction, p < .05.The null hypothesis is therefore 

rejected as there is a significant relationship between cluster financing and MSME development in 

selected clusters. 

 

ANOVAa  (b) 

Model 

Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regression 17.063 1 17.063 73.590 .000b 

Residual 25.969 112 .232   

Total 43.032 113    

a. Dependent Variable: MSME Development 

b. Predictors: (Constant), Cluster Finance 

Discussion of Findings 

 

The test reported all as having positive and moderate correlations and statistical significance. The 

strongest correlation and statistical significance were between cluster financing and MSME profitability. 

A multiple regression analysis was also conducted. The results proved a significant prediction of the 

dependent variables (access to cheaper financing, MSMEs profitability, and MSME development) from 

the independent variables (cluster financing, and MSME agglomeration. The section also reported on 

some of the supplementary statistics collected from the survey on background information of the 

businesses surveyed.  

 

The outcome of the study can be backed up by existing research from (Oyelaran-Oyeyinka, 2010) who 

recommends a speedy investment by the government into MSME Clusters by designating them as priority 

economic zones. The government has an essential role towards ensuring the macroeconomic policies are 

channelled towards growing an enabling environment for MSMEs development in Nigeria.  (Obi, 2011) 

also confirmed that cluster development has the capacity to provide a rapid industrial development of 
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MSMEs in Nigeria. (Onwuchekwa, Emele, & Onwuchekwa, 2017) identify that government policies on 

MSME agglomeration have led to the growth of efficient production and global product competition. 

 

The result of these findings shows that MSME agglomeration can be boosted by the availability of more 

affordable sources of financing for businesses. Thus, government and financial institutions need to 

motivate MSMEs to invest in growth and development by providing more affordable sources of 

financing.  

 

The findings showed that MSMEs and the government have a responsibility to position clusters towards 

development and growth. These businesses have a potential to improve the livelihood of a lot of 

Nigerians if adequate resources are allocated to the clusters. The government and financial institutions 

have an opportunity to expand the development of MSMEs by providing better and affordable sources of 

financing for growing MSME clusters.   

 

Summary of Findings 

The study ascertained whether MSME agglomeration has relationship with access to cheaper forms of 

financing. The findings showed the MSMEs were open to better access to cheaper forms of financing. 

Agusto (2015) identified availability of funds to MSMEs. However, the findings revealed that much 

funds do not reach the grassroots or cluster level. Also, most of the available funds easily accessible to 

MSMEs are not cheap enough to accommodate both the development of MSMEs. The findings revealed 

that MSME agglomeration could provide better impact for MSMEs to access both available funds and 

allowed the government to target policies to provide cheaper funds to MSMEs. Based on the results this 

study, the findings indicated that the independent variables in SMEs agglomeration, and cluster financing 

positively correlates with access to cheaper financing, MSME development and MSME profitability 

respectively in the sampled cluster areas. This implies that MSMEs agglomeration can facilitate cheaper 

access to financing, and hence improve MSME profitability and development in Nigeria. The findings 

support Onwuchekwa, Emele, and Onwuchekwa, (2017) who stated that governmental policies and 

support stimulate SME agglomeration. This support could come in the form of financing to these 

businesses. 

 

CONCLUSION 

The overall findings showed that financing MSME clusters had a high relationship with profitability and 

development. Thus, the study concluded that finance institutions and government would have an easier 

reach and impact when they target MSMEs agglomerate and cluster, thereby impacting the businesses, 

their growth and profitability.  

Policy Recommendations  

Government should pay greater attention to establishing business clusters for MSMEs so as to attract the 

informal business operators into a more formal circle where government can monitor their operation and 

help them improve the profitability of their business and down grade poverty in Nigeria 

 

Since operating micro, small and medium businesses are more profitable and more impactful in a cluster, 

government should improve the tax environment for cluster businesses by reducing their tax rate and 

granting them tax holidays in the short run so as to encourage them plough their reserve into expanding 

their operation through internally generated funds in line with the pecking order theory so that they can 

absorb the large army of the unemployed in Nigeria.  
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